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ANALYSIS 

Tide 
1. Shon Title and application 
2. Savings 
3. Binding rulings 

PART 1 

AMi.NDMDITS TO INOOME TAX ACT 1994 
4. Income Tax Act 1994 
5. New Pan substituted 

PART A-PURPOSE AND 
APPUCATION 

AA 1 Purposes of Act 
AA 2 Application to cenain persons 
AA 3 Interpretation 
AA 4 Ddiriitions 

6. New Pan substituted 

PART B-CORE PROVISIONS 

SUBPART A-PuRPoSE 

BA 1 Purpose 

SUBPART B-INOOME TAX AND 
RFsULTING OBuGATIONS 

BB 1 Imposition of tax 
BB 2 PrinciF.J obligations 
BB 3 Overnding effect of certain 

matters 

SUBPART C-CALCULATION AND 
SATISFAcnON OF INOOME TAX 

LiABnnlEs 
BC 1 Calculation and satisfaction 
BC 2 Non-filing taxpayer 
BC 3 Taxpayer with schedular gross 

income 
BC 4 Annual gross income 
BC 5 Annual allowable deductions 
BC 6 Net income and net loss 
BC 7 Taxable income 
BC 8 Income tax liability 
BC 9 Satisfaction of income tax 

liability 
BC 10 Amounts owing to taxpayers 

SUBPART D-GROSS INOOME, 
AlLoWABLE DEDUCTIONS AND 

TIMING 
BD 1 Gross income 
BD 2 Allowable deductions 
BD !I Allocation of gross income 
BD 4 Allocation of allowable 

deductions 

SUBPART E-WITHHOLDING 
LiABILmE.s 

BE 1 Withholding liabilities 

SUBPART F-OnmR OBUGATIONS 

BF 1 Other obligations 

SUBPART G-AVOIDANCE 

BG 1 Avoidance 

SUBPART H-DoUBLE TAX 
AGREEMENTS 

BH 1 Double tax agreements 

Amendments w Part C 

7. Exempt income-interest 
8. Non-residents' exempt income 
9. Public and local authorities' exempt 

income 
10. Non-profit bodies' and charities' exempt 

income 
11. Cenain pensions, benefits, and other 

compensation exempt 
12. Cenain allowances and fees exempt 
13. Public offices' exempt income 
14. Cenain income from Niue exempt 
15. Other exempt income 
16. Exempt income--<lividends 
17. Exempt income-pay of service person. 

nel in operational areas 
18. Exempt income-employee allowances 

and expenditure on account of 
employee 

19. Exempt mcome-certain aircraft opera
tors 
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20. Exempt income-dispositions of shares 
not resulting in cancellation of share 

21. Cenain compensation, benefits, and 
other payments are gross income 

22. Payments to employees or fonner 
employees while on naval, military, or 
air service 

2S. Forestry encouragement grants 
24. land transactions 
25. Royalties 
26. New sections added 

CD S. Business 
CD 4. Personal property 
CD 5. Gross income according to 

ordinary concepts 
27. Investment income 
28. Amounts derived from use or occupa' 

tion of land 
29. Commercial bills 
SO. Amounts remitted to be gross income 
SI. Dividends are gross income 
S2. Meaning of term "dividends" 
SS. Exclusions from term "dividends" 
34. Amount of dividend includes credits and 

certain foreign tax 
S5. Attributed foreign income and for~ 

investment fund income included ID 

gross income 
S6. Calrulation and attribution of controlled 

foreign company repatriation 
S7. Branch equivalent income calrulation 
S8. What constitutes an interest in a foreign 

investment fund 
S9. Calrulation of foreign investment fund 

income or loss 
40. Deemed rate of return method of calcu· 

lation 
41. Taxation on distributions from foreign 

investment funds 
42. Benefit from share option or purchase 

schemes 
4S. Monetary remuneration 
44. Meaning of "~ benefit" 
45. Interpretation of Fringe Benefit Tax 

Rules 
46. Value of fringe benefit 
47. Application of other provisions to fringe 

benefit tax 
48. Ap{'lication of fringe benefit tax provi· 

Slons 
49. Income from minerals, timber, or flax 
50. Income derived from films 
51. Consideration for damaged pennit spe' 

cific petrolewn asset 
52. Group c=~es 
5S. Energy . operators 
54. Primary producer co-operative compa' 

nies 
55. Crown research institutes 
56. Employer superannuation contributions 

not to be gross income of superannua· 
tion scherile UUStee 

57. Trustee income 
58. Assessable income of life insurers 
59. Exclusions from life insurer's gross 

income 

60. ~ent for superannuation ~ 
ID respect of property acquired before 
1 April 1988 

61. Mortality profit included in gross 
income 

62. Premium loading included in gross 
income 

6S. Discontinuance profit included in gross 
income 

64. Calrulation of actuarial reserves 
65. No double deductions 
66. Sales or disposals of property 
67. Certain property not trading stock. 
68. Full reinsurance 
69. Policyholder base income or loss 
70. Non-resident life insurer issuing policies 

in New Zealand 
71. Partial reinsurance 
72. Transfer of life insurance business 
7S. Caniage by sea outside New Zealand of 

merChandise, 1tQOCIs, livestock., mails, 
or passengers Shipped or embarked in 
New Zealand 

74. Non-resident film renters 
75. Non-resident life insurer issuing policies 

in New Zealand 
76. Insurance with persons not carrying on 

business in New Zealand 
77. Resident insurance underwriters 
78. Gains and losses due to exchange varia

tions in respect of repayment of loans 
79. Application provision in respect of 

income from certain money lent or 
redemption payments 

80.lnsurance companies other than life 
insurance companies 

Amendments to Part D 
81. Certain deductions not allowed 
82. Government grants to businesses 
8S. Specified suspensory 10ans 
84. Certain deductions not allowed-rents, 

interest, and premises 
85. Testamentary annuities charged on 

property 
86. Deduction for interest where funds bor· 

rowed to purchase shares in amalga· 
mating company 

87. Depreciation for asset used in employ
ment 

88. Certain deductions not allowed-super
annuation contributions, bonuses, 
retiring allowances, etc. 

89. Contributions to employees' benefit 
funds 

90. Contributions to employees' superannu
ation schemes 

91. Pensions payable to fonner employees 
92. Retiring allowances payable to employ

ees 
9S. Payments to employees or fonner 

employees while on naval, military, or 
air service 

94. Notional interest on loans made to 
employees under employee share 
purchase scheme 
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95. Payments to pannen for services per
formed for the pannership 

96. Limitation on deduction for expenditure 
on specified types of entenainment 

97. Deductions for motor vehicle expenses 
98. Allowable deductions of building socie

ties 
99. Deduction to Maori authorities for dona

tions to Maori associations 
100. Expenditure incurred by superannua

tion funds 
101. New sections added 

DJ 4. Group companies 
DJ 5. Taxpayer who derives bene

fiaary income 
DJ 6. Expenditure incurred by trus

tee 
102. Certain deductions not allowed-bad 

debts. share losses. and indemnities 
IOS. Deduction from estate income of irre

coverable book. debts 
104. Chatham Islands dues 
105. Gifts of money by companies not closely 

held 
106. Expenditure relating to deterIJlination 

of liability to tax 
107. Patent expenses 
108. Misappropriation by partner of property 

entrusted to pannership 
109. Misappropriation by employees and 

other ~ engaged Tor purposes 
of busmess of taxpayer 

110. Expenditure on scientific research 
Ill. Expenditure to prevent or combat pollu

tion of environment 
112. Expenditure incurred in borrowing 

money or obtaining lease 
11 S. No deduction in respect of acquisition 

and disposition by company of its 
shares 

114. New sections added 
DJ 1 S. Cost of revenue account 

property not of a capital 
nature 

DJ 14. Expenditure on acquiring 
IaJid 

DJ 15. Expenditure incurred in 
acquiring personal property 

DJ 16. Expenditure incuired on 
acquiring commercial bills 

DJ 17. Non-profit bodies 
115. Limitation of deduction for certain film 

expenditure to amount at risk. 
116. Deduction for expenditure or loss 

incurred by persons associated with 
petroleum mmen 

117. Certain deductions not allowed-life 
insuren 

118. New sections added 
DK SA. Deduction for mortality loss 

of life insurer 
DK SB. Deduction on disposal of 

property by life insurer 
DK Se. Deduction .in res~ ?f 

superannuatIon policies m 
respect of property acquired 
before 1 April 1988 

DK SD. Full reinsurance-deduc-
tions 

DK SE. Certain property not trading 
stock. 

119. Expenditure incurred by airport opera
tors 

120. Cost of timber 
121. Expenditure on land improvements 

used for forestty 
122. Forestry encouragement grants 
12S. Forestry business carried on by com

pany on land acquired partly from 
Crown, partly frOm Maori ownen. 
and partly from holding company 

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

125. Amalgamated company: allowed a 
deduction for expettditure on land 
improvements used for forestry 

126. Treatment of pettoleurn mining explo-
ration and development expenditure 

127. Farm-out arrangements 
128. Dispositions of shares or trust interests 
129. Further development expenditure in 

Maui field 
ISO. New Subpart substituted 

DN 1. Companies engaged in 
expforing for. searching for. 
or .. certain minerals 

DN 2. Am:i-om sale of mining 
shares by companies 

DN S. Co~panies hol~ shares in 
mmmg comparues 

DN 4. Resident mining operators 
DN 5. Non-resident mining opera

tors 
ISI. Certain deductions not allowed-racing 

bloodstock. 
IS2. Certain expenditure on land used for 

fanning or agricultural purposes 
ISS. Expenditure on land improvements 

used for farming or agriculture 
IS4. Expenditure on improvements in rela

tion to aquaculture 
IS5. Deductions by lessor of land used for 

fanning or agricultural purposes 
IS6. Farmen' expenditure on tree planting 
IS7. Amalgamated company entitled to 

deductions for farming, agriculture 
and aquaculture expenditure 

IS8. New Subpart added 

SUBPART P-ATJRIBUI"ED FOREIGN 
LoSSIiS AND FOREIGN INvEsTMENT 

FuND LossIiS 

DP 1. Attributed foreign losses 
DP 2. Foreign investment fund 

losses 
DP S. Branch equivalent method 
~ mvestment fund 

IS9. Premium paid in respect of leased 
machinety 

140. Certain expenditure on land used for 
forestry purposes 
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141. Cenain expenditure on land used for 
fanning or agrirultural. purposes 

142. Deduction of certain expenditure 
incurred by persons engaged in 
aquarulture 

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

Amendments to PaTt E 
144. Amounts credited in account or other

wise dealt with 
145. Allocation of gross income received in 

anticipation 
146. Capitalisation of mort~ interest 
147. Interest from infIation-Jndexed instru

ments 
148. Adjustment for incorrect accounting 

practice in previous years 
149. Year in which accident compensation 

levy and employer premium, etc., 
deductible 

150. Year in which fiinge benefit tax deducti
ble 

151. Year in which specified superannuation 
contribution withholding tax deducti
ble 

152. Accountinf; for goods and seIVices tax 
153. Nature ofmterest under Part vn of Tax 

Administration Act 1994 
154. Treatment of interest under Part VII of 

Tax Administration Act 1994 
155. Reassessments 
156. Different income years 
157. Valuation of trading stock, including 

livestock 
158. Insurance receipts to be gross income 
159. Accrual expenditure 
160. Matching regime for C()St of revenue 

account pro~y 
161. Annual deprecation deduction 
162. Formula for calculating depreciation 

deduction 
163. Depreciation method 
164. Special and provisional economic rates 
165. Pool method of depreciation 
166. Depreciation of depreciable property 

that can no longer be used 
167. Additional depreciation in respect of 

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

168. Low value asset write-off 
169. Supplementary depreciation allowance 

for plant and machinery used in 2 
and 3 shift industries 

170. Disposition of depreciable property 
171. Accruals in relation to gross income and 

expenditure in respect of financial 
arrangements 

172. Excepted financial arrangement that is 
part of financial arrangement 

173. Cash basis holder 
174. Gross income and expenditure where 

financial arrangement redeemed or 
disposed of 

175. Accrued income written off 
176. Post facto adjusttnent 

1 7 7 _ Relationship with rest of Act 
1 78. Application of accruals rules 
179. Deposits to be allowed as deduction 
180. General provisions as to refimds 
181. Deposits to be allowed as deduction 
182. Deposits by forestry companies in 

17spect of ~ receipts from thin-

5
perauons 

183. Sprea' of gross income derived and 
allowa e deductions incurred in sale 
or other disposition of timber 

184. Compensation in connection with out
break of scrapie 

185. Apportionment of expenditure incurred 
in purchase of fertiliser and lime and 
application to land used for farming 
or agrirultural purposes 

186. Valuation of livestock generally 
187. Herd scheme for specified livestock 
188. Valuation of non-specified livestock 
189. Replacement breeding stock 
190. Payments received for non-compliance 

with covenant to repair 
191. Sums received from sale of patent rights 
192. Spreading of income derived from 

assignment of or grant of interest in 
copyright 

193. Spreading of income derived on acquisi
tion of land by Crown 

194. Employer superannuation contributions 
195. Deduction to lessee in non-specified 

lease 
196. Costs of acquiring any film or any right 

in any film 
197. Cost of producing films 
198. Payment for non-compliance with cove-

nant to repair 
199. Option to use foreign tax balance date 
200. Spreading of liquor revaluation income 
201. Purchase of P.'ltent rights 
202. Premium paId in respect oflease of land 
203. Unreturned retail profit in relation to 

goods sold on hire purchase 

Amendments to Part F 
204. Apportionment of expenditure or loss 
205. Apportionment of income derived 

partly in New Zealand and partly else
where 

206. Disposal of trading stock 
207. Floating rate of interest on debentures 
208. Interest on debentures issued in substitu

tion for shares 
209. Share dealing 
210. Valuation adjustments where company 

acquires its shares 
211. Revised assessments where assets pur

chased and resold after deduction of 
payments under lease 

212. Effect of specified lease on lessor and 
lessee 

213. Income of lessor under specified lease 
214. Deduction to lessee under specified lease 
215. Taxation of hire purchase agreements 
216. Investors in category A group invest

ment fimds 
21 7 _ Interpretation 
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218. Pan year accounts and part year net 
income allocation 

219. Special provisions relating to dispositions 
of property 

220. Amalgamation of companies-purpose 
221. Deduction to amalgamated company 

for bad debts, expenditure, etc. 
222. Amalgamated company to assume 

lUlexpired accrual expenditure, and 
gross income of amalgamating com· 
pany 

223. Acquisition of property .~J. amalga. 
mated company on quaJitying amal· 
gamation 

224. Succession of obligations of amalgamat
ing company Wlder financial arrange
ment on amalgamation 

225. Amalgamation not to result in deemed 
gross income or remission of liabilities 

226. Business stock in hand 
227. Personal property 
228. Land 
229. Standing timber 
230. Patent rights 
231. Non-specified livestock 
232. Leased assets 
233. Depreciable property 
234. Mining assets 
235. Circwnstances in which apportionment 

required 
236. Rules for calculating New Zealand group 

debt percentage 
237. Apportionment of interest deductions 
238. Deduction for dividends paid on certain 

preference shares 
239. Amounts owing WIder convertible notes 

deemed to be share capital and hold
ers deemed to be shareholders 

Amendments to Pari G 
240. Agreements purporting to alter inci

dence of tax to be void 
241. Arrangements to defeat application of 

net loss carry forward provisions 
242. Arrangement to defeat application of 

net loss offset provisions 
243. Variations in control or income interests 

in foreign companies 
244. Films 
245. Petroleum mining 
246. Income assessable to beneficiaries 
247. Resident withholding tax 
248.lmputation-<lividend paid by another 

company 
249. Sale of trading stock for inadequate con

sideration 
250. Distribution of trading stock to share

holders of company 
251. Payment of excessive salary or wages, or 

allocation of excessive share of profits 
or losses, to relative employed by or 
in partnership with taxpayer 

252. Payments to taxpayer's spouse 
253. Excessive remWleration by close com

pany to shareholder, director, or rela
tive 

254. Value of loans provided by superannua
tion fund deemed to be gross income 
of fund 

255. Land transferred between associated 
persons 

256. Leases for inadequate rent 
257. Accruals rules 
258_ Cost of producing films 
259. Cross·border arrangement between 

associated persons 
260. Pre-1974 agreements purporting to aher 

incidence of tax 

Amendments to Pari H 
261. Returns, assessments, and liability of 

consolidated group 
262. Taxable income to be calculated gener

ally as if group were single company 
263. Special partnerships 
264. Assessment of partners, co-trustees, and 

joint venturers 
265. Group investment funds 
266. Profits of mutual associations in respect 

of transactions with members 
267. Qualifying company regime 
268. Shareholder elections 
269. Taxation of shareholders in qualifying 

companies 
270. Taxation of qualifying company 
271. Taxation on election to become qualify

ing company 
272. Payment of qualifying company election 

tax 
273. Dividends from qualifying company 
274. Net losses of loss attributing qualifying 

company to be attributed to share
holders 

275. Attributed foreign losses and foreign 
investment fund losses 

276. Interpretation 
277. Trusts settled by persons before becom-

ing resident 
278. Gross income assessable to beneficiaries 
279. Trustee income 
280. Existing trusts becoming subject to tax 
281. Gross income received by trustee after 

death of deceased person 
282. Distributions and income of Maori 

authorities 
283. Maori authorities and Maori 
284. Tax in respect of Maori authorities with 

more than 20 beneficiaries 
285. Tax in respect of Maori authorities with 

20 or fewer beneficiaries 
286. Adjustments where section ill 3 or 

section ill 4 ceases to apply by reason 
of change in number of beneficiaries 

287. Agent to make returns and be assessed 
as principal 

288. Rate and amount of tax payable by 
agent 

289. Agents to be personally liable for pay
ment of tax 

290. Company deemed agent of debenture 
holders 
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291. Modification of agency provisions in 
respect of gross income from com· 
pany debentures 

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

29l1. Recovery of tax payable in respect of 
alimony or maintenance 

294. Liability of agent of absentee principal 
for returns and tax 

295. Partner of absentee deemed agent 
296. Person having disposal of income 

deemed agent 
297. Company to be agent of absentee share

holders 
298. Trustee of group investment fund to be 

Ba~; of absentee investors 
299. . co~pany to be agent of absen· 

tee eposttors 
lIOO. Liability as agent of employer of non

resident taxpayer and employer's 
agent 

lIO 1. Agents in New Zealand of principals res
ident abroad 

lI02. Trust distributions 

AmenilmentJ to Part I 
lIOll. New Part substituted 

PART I 
TREATMENT OF NET LossEs 
SUBPART E-NET LossEs 

lE 1. Net losses may be offset 
against future net income 

lE 2. Specified activity net losses 
lE lI. Attributed foreign net losses 
lE 4. Foreign investment fund net 

losses 

SUBPART F-NET LossEs
CoMPANIES 

IF 1. Net losses may be offset 
against future net income 

IF 2. Special provision in relation to 
net losses of companies for 
1990-91 and 1991-92 
income years 

IF lI. Attributed foreign net losses 
IF 4. Losses, attributed foreign net 

losses, and foreign invest
ment fund net losses of 
amalgamating company 

IF 5. Ordering of losses of amaIga. 
mated company 

IF 6. Losses, attnbuted f~ net 
losses, and foreign mvest
ment fund net losses of 
amalgamated company 

IF 7. Offsetting supplementary divi
dend against net income 

SUBPART G-NET LossEs--GROUPS 
OF CoMPANIES 

IG 1. Companies included in group 
of companies 

IG 2. Net loss offset between group 
companies 

IG lI. Special provisions in relation 
to groul? companies for 
1991-92 mcome year 

IG 4. Group of companies attrib
uted foreign net losses 

IG 5. Group of companies foreign 
investment fund net losses 

IG 6. Loss carry forward and group
ing by consolidated group 
and consolidated group 
members 

lG 7. Attributed foreign net losses 
and foreign investment fund 
net losses of consolidated 
group members 

lG 8. Net losses, attributed foreign 
net losses, and foreign 
investment fund net losses 
of amalgamated company 

lG 9. Net losses, attributed foreign 
net losses, and foreign 
investment fund net losses 
offset against net income of 
amalgamated company 

lG 10. Net losses may be used to 
pay penalties 

SUBPART H-LossES-MlNERs 
IH 1. Losses of mining companies 

and petroleum miners 
IH 2. Companies engag~ in explor

ing for, searching for, or 
mming, petroleum 

IH lI. Loss carry back by petroleum 
miners 

IH 4. Companies enga.g~ in explor
ing for, searching for, or 
mming, certain minerals 

IH 5. Resident mining opeD-tors 

SUBPART I-LossES-LIFE lNsuiu!Rs 
n 1. Policyholder net losses 
n 2. Policyholder net loss for 

income year preceding 
1990-91 

n lI. Carry forward of policyholder 
net loss 

SUBPART Z-WmmRAWAL TAX 
IZ 1. Application of this SUbpart 
IZ 2. Rate of withdrawal tax 
IZ lI. Withdrawal income 
IZ 4. Payment of withdrawal tax 
IZ 5. Evidence of liability in pr0-

ceedings for recovery 
IZ 6. Relief in certain cases 
IZ 7. Application of other provisions 

to withdrawal tax 

MMndments ltJ Part J 
304. New Zealand superannuitant surcharge 

provisions 
lI05. New Zealand superannuitant surcharge 

imposed 
!I06. Determination of "other income" 
lI07. Determination of specified exemption 
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808. Application of other provisions to 
surcharge 

Amendments t6 Part K 
809. Application of section BB 10 
810. Proponionate adjustment to rebates on 

change of return date 
811. lAw income rebate 
812. Rebate in certain cases for children 
818. 1'ransitional tax allowance 
814. Rebate in certain cases for housekeeper 
815. Rebate in respec! of gifts of money 
816. Petermination of net income 
817. J\llowance of credit of tax in end of year 

assessment 
81S. Credit of tax by instalments 
819. Rebate for interest on home vendor 

mortgages 
820. Rebates for absentees 
821. Rebate for savings in special farm, fish· 

ing vessel, and home ownership 
accowlts 

822. Rebate from tax payable by persons 
receiving war pension 

828. Continuation of rebates in respect of 
certain specified devdopment 
prqects 

Amendments t6 Part L 
824. Petermination of amount of credit in 

certain cases 
825. Credit of tax for imputation credit 
826. Credits in respect of tax paid in a coun

try or territory outside New Zealand 
827. Maximwn credits 
82S.llecovery of excess credit allowed 

through not taking into account 
refund of forei~ tax 

829.10reign tax credits-controlled foreign 
companies 

880. Group of companies controlled foreign 
company tax credits 

881. flection in respect of foreign tax on divi· 
dend 

882. Controlled for~ company tax credits 
of amalgamatmg company 

888. Ordering of controlled foreign company 
tax credits of amalgamated company 

884. Controlled foreign company tax credits 
of amalgamated company 

885. Controlled foreign company tax credits 
of amalgamated company credited 
against an income tax liability of 
another company 

886. Controlled foragn company tax credits 
of comF.DY Credited against income 
tax liability of amalgamated comp:my 

887. Information for credit to be furnished 
within 4 years 

88S. Ascertainment of New Zealand income 
tax liability on foreign source income 

889. foreign tax credits of consolidated 
group members 

840. -rax deductions to be credited against 
tax assessed 

841. Non-resident withholding tax-credit 
allowed 

842_ Resident withholding tax deductions to 
be credited against income tax 
assessed 

848. Allowance for provisional tax paid by 
agent 

844. Provisional tax to be credited against 
income tax liability 

845. Credit of tax for dividend withholding 
rJ:.ent credit in hands of share-

846. Refund to non-resident or exempt share
holders 

847. Purpose of Subpart 
84S. Credits in respect of dividends to non

resident investors 
849. Special rules for holding companies 
850. Und~g foreign tax credits generally, 

and mterpretation 
851. Dividends from lower-tier companies 
852. Dividends from grey list companies 
858.lnterest paid in conduit fmancing 

arrangements 

Amendments t6 Part M 
854. Application of provisional tax rules 
855. Amount of provisional tax payable 
856. Voluntary payments 
857. Provisional tax of consolidated group 

members 
85S. Offset of further income tax 
859. APl'lication of other provisions to provi

Slonal tax 
860. Assessment and payment of terminal 

tax 
861. Payment of tax 
862. Application of income tax or dividend 

withholding payments not refunded 
868. Comrarues required to maintain impu

tation credit account 
864. Credits arising to imputation credit 

account 
865. Debits arising to imputation credit 

account 
866. Allocation rules for imputation credits 
867. Further tax payable where end of year 

debit balance, or when company 
ceases to be imputation credit 
account company 

86S. Credits arising to imputation credit 
account of group 

869. Debits arising to imputation credit 
account of group 

870. Deb·· and cr~ between consoli
da~ group and mdividual compa· 
nies 

871. Credits and debits arising to policy
holder credit account of company 

872. Use of credit balance to credit against 
company's policyholder base income 
tax liability, or transfer of credit bal· 
ance to company's imputation credit 
account 

878. Credit balance may be transferred on 
transfer of life insurance business 

874. Credits and debits arising to policy
holder credit account of person 
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375. Use of credit balance to reduce income 
tax 

376. Credits and debits arising to group polio 
cyholder credit account 

377. Application of policyholder credit 
account provisions to consolidated 
group, etc. 

378. Statutory producer board may deter
mine to attach imputation credit to 
certain distributions 

379. Amount of imputation credit to be 
attached to cash distribution 

380. Notional distribution deemed to be divi
dend 

381. C<H>perative company may make 
annual determination to attach impu
tation credit to certain distributions 

382. Amount of imputation credit to be 
attached to cash distribution 

383. Notional distribution deemed to be divi
dend 

384. Special debits arising to imputation 
credit account of unit trust or group 
investment fund 

385. Credits and debits arising to branch 
equivalent tax account oT company 

386. Use of credit to reduce dividend with
holding payment, or use of debit to 
satisfy income tax liability 

387. Debits and credits arising to group 
branch equivalent tax account 

388. Debi~ and crediting between group 
and individual branch equivalent tax 
accounts 

389. Use of consolidated ~up credit to 
reduce dividend Withholding pay
ment, or use of group or individual 
debit to satisfy income tax liability 

390. Person may elect to maintain branch 
equivalent tax account 

391. Credits and debits arising to branch 
equivalent tax account of person 

392. Debit election to offset income tax pay. 
able in respect of foreign dividend 

393. Credits arising to dividend withholding 
payment account 

394. Allocation rules for dividend withhold
ing payment credits 

395. Dividend with both imputation credit 
and dividend withholding payment 
credit attached 

Amendment.! to Pan N 
396. Assessment and payment of tax 
397. Bond, etc., in lieu of tax deductions in 

case of certain non-resident employ
ees 

398. Regulations 
399. Application of RWT rules 
400. Deduction of Resident Withholding Tax 
401. Certificates of exemption 
402. Cancellation of certificates of exemption 
403. Application of NRWT rules 
404. Non-resident withholding tax imposed 
405. Non-resident withholding tax to be final 

tax in certain cases 

406. Non-resident withholding tax to be mini
mum tax in certain cases 

407. Liability to make deduction in respect of 
foreign withholding payment divi
dend 

408. Amount of dividend withholding pay
ment to be deducted 

409. Paym~t and recovery of dividend with
h~ payment, etc. 

410. Refund {or overpayment and to com
pany in loss 

411. Dividend withholding payments and 
consolidated groups 

Amendments to Pan 0 
412. Definitions 
413. M~ of "source deduction pay

ment 
414. Meaning of "CJualifying company" 
415. Meaning of 'non-resident investment 

company" 
416. Statutory producer boards 
417. Modifications to measurement of voting 

and market value interests in case of 
continuity provisions 

418. Modifications to measurement of voting 
and market value interests in cases of 
~0n?nuity. provisions and demutual-
1S3.uon of msurers 

419. Classes of income deemed to be derived 
from New Zealand 

420. Commission agency contracts per
formed out of New Zealand 

421. References to particular regimes in for
mer Act, etc. 

Amendments to Pan Y 
422. Savings 
423. Consequential changes to words result· 

ing from new terminology 
424. Schedule 1 replaced 
425. Consequential changes to Schedule 6A 
426. Consequential change to Schedule 7 
427. Consequential change to Schedule 13 
428. Consequential change to Schedule 20 

PART 2 
AMENDMENTS TO TAX ADMINISTRATION Acr 

1994 
429. Tax Administration Act 1994 
430.lnterpretation 
431. Information requisitions in relation to 

offshore payments 
432. Keeping of business records 
433. Annual income tax returns by taxpayers 
434. Annual income tax returns not required 

from taxpayers 
435. Dates by which annual returns to be fur

nished 
436. Returns to annual balance date 
437. Consequential adjustments on change in 

return date 
438. Annual returns by persons who receive 

family support credit of tax 
439. Returns by partners, co-trustees and 

joint venturers 
440. Returns by executors or administrators 
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441. Non·active companies may be excused 
from filing returns 

442. Commissioner may in certain cases 
demand special returns, and make 
special assessments 

4411. Disclosure of interest payments where 
no resident withholding tax deduction 
required 

444. Maori authority to make returns of 
income 

445. Disclosure of trust particulars 
446. Returns of inter·related arrangetnents 
447. Disclosure of information for purposes 

of entidetnent card 
448. Secrecy obligations not to prevent disclo

sure in ~ements for relief from 
double taxaUon and exchange of 
information 

449. Determinations in relation to financial 
arrangements 

450. Determinations in relation to petroleum 
mining operations 

451. Commissioner to make assessments, 
determinations of net loss, and other 
determinations 

452. Basic rates of income tax 

4511. Assessment of q~g company elec· 
tion tax and addiuonal tax 

454. Liability of wholly-owned ~p and 
other bodies to pay penalues 

455. Assessment of withdrawal tax 
456. Assessment of resident withholding tax 

deductions 
457. Reassessment for income tax where 

return date between 111 March and 
1 October 

458. Time bar for amendment of assessment 
of taxable income, income tax liabil
ity and tax payable Wlder Income 
Tax Act 1994 

459. Commissioner may determine amOWlt 
of provisional tax 

460. Commissioner to pay interest on certain 
excess tax 

461. AmOWlt of interest payable 
462. AmOWlt of interest payable to or by life 

insurers 
4611. Instalments of and due dates for provi

sional tax 

464. Spreading tax liability or allocating gross 
income and allowable deductions to 
earlier income years 

465. Interest to be ~ where residual 
income tax exceeCls provisional tax 

466. Interest on tax overpaid 
46 7 . AmOWlt in nature of interest to be 

added to fringe benefit tax paid on 
annual or income year basis 

468. Interest to be ~ and payable with 
respect to certam dividend withhold
ingpayments 

469. Certain rights of objection not conferred 
470. Determination of objection not to affect 

other matters 
471. When objection may be referred 

directly to High Court 
472. Determination by Taxation Review 

Authority of objection in relation to 
allowances 

4711. Determination of challenge not to affect 
other matters 

474. Tax shortfalls 
475. Unacceptable interpretation 
476. Deduction of tax from payments due to 

defaulters 
477. Person failing to make resident with

holding tax deductions 
478. Relief in cases of serious hardship 
479. Discretion to grant relief from income 

tax or fringe benefit tax in cases of 
financial hardship 

480. Remission of additional tax imposeq on 
underestimation 

481. Obligation to pay tax on foreign invest
ment fimd income able to be sus-
pended 

482. Refimd of tax paid on income subse
'1.uendy exempted by Order in COWl
cil 

4811. Consequential changes to words result
ing from new terminology 

PART 11 
CONSEq.UENTIAL AMENDMENTS TO OTHER 

Acrs 

484. Consequential amendments to other 
Acts 

Schedules 
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1996, No. 67 

An Act to amend the Income Tax Act 1994 and certain 
other Acts and, in particular,-
(a) to clarify the corelrinciples on which the income 

tax law is base and 
(b) to adopt a global/ gross basis for the calculation of 

income tax liabilities [26 July 1996 
BE IT ENACTED by the Parliament of New Zealand as follows: 

1. Short Tide and application-( 1) This Act may be cited 
as the Taxation (Core Provisions) Act 1996. 

(2) This Act applies to the 1997-98 and subsequent income 
years. 

2. Savings-(I) The replacement of various terms with 
"gross income" and "exempt income" by this Act is not by 
itself intended to change whether an amount derived by a 
person is taken into account or disregarded in calculating the 
person's income tax liability for an income year. 

(2) The use of "amount" instead of "profits or gains" in 
section CD 3, as added by section 25 of this Act, is not by itself 
intended to change whether an amount derived by a person is 
taken into account or disregarded in calculating the person's 
income tax liability for an income year. 

S. Binding rulings-(I) This section applies to a private or 
product ruling made under section 91E or 91F of the Tax 
Administration Act 1994 (in this section called the "terminated 
ruling") that ceases to apply in whole or in part as a result only 
of this Act and section 91G of the Tax Administration Act 
1994. 

(2) The Commissioner must make a new private or product 
ruling to the same effect as a terminated ruling if this Act ~oes 
not cilter the way in which the taxation law applies to the 
person, in the case of a private ruling, and the arrangement to 
which the terminated ruling appliecf. 

(3) If this Act alters the way in which the taxation law 
applies to a person or an arrangement that is the subject of a 
terminated ruting, the Commissioner, if requested to do so, 
must make a new private or product ruling on the way the 
altered taxation law applies to the same person, in the case of 
a private ruling, and the same arrangement. 

(4) A ruling made under this section must be made as if the 
original application for the terminated ruling, other than any 
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statement of taxation law, were the application for the new 
ruling, must use the same assumptions as the terminated 
ruling, and must be for the period beginning on the date on 
which the ruling ceased to apply and ending at the end of the 
original period of the tenninated ruling. 

(5) The Commissioner must give the applicant for the 
terminated ruling an opportunity to state the propositions of 
law (if any) that are relevant to the application of the taxation 
law to the person, in the case of a private ruling, and the 
arrangement before making the ruling under subsection (3). 

(6) A ruling made under this section is a private or product 
ruling, as die case may be, for the purposes of the Tax 
Admmistration Act 1994. 

(7) A request under subsection (3) is not an application for 
the purposes of the Tax Administration Act 1994. 

PART 1 
AMENDMENTS TO INCOME TAX ACT 1994 

4. Income Tax Act 1994-The Income Tax Act 1994 is 
amended by this Part. 

5. New Part substituted-Part A is replaced by: 

"PART A-PURPOSE AND APPLICATION 

"AA 1 Purposes of Act 
"The main purposes of this Act are 
"(a) to impose tax on income; 
"(b) to impose obligations in respect of tax; 
"(c) to set out rules to be used to calculate the tax and 

to satisfy the obligations imposed. 

"AA 2 Application to certain persons 
"A person who is resident in New Zealand or who has 
income from New Zealand is subject to this Act and the 
Tax Administration Act 1994 and must satisfy the obli
gations imposed by them. 

"AA S Interpretation 

"Principle of interpretation 
"( 1) The meaning of a provision of this Act is found by 

reading the words in context and, particularly, in light 
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of the pu:p<?se provisions, the core provisions and the 
way in which the Act is organised. 

"Aids to interpretation 
"(2) Diagrams and lists of defined terms at the end of sec

tions in this Act are included only as aids to interpreta
tion,and 
"(a) if there is a conflict between a diagram and a 

provision of the Act, the provision governs; 
"(b) if a defined term is used in a section and is not 

included in the list of defined terms for that 
section, the term is nevertheless used in the section 
as it is defined for the purposes of the Act. 

"AA 4: Definitions 

"Reference to 'this Act' 
"(1) Except in this Part, a reference to 'this Act' includes a 

reference to the Tax. Administration Act 1994 unless 
the context requires that it not be included. 

"Significance of Part 0 
"(2) Definitions of words and terms that are defined for the 

purposes of this Act, and general provisions relating to 
the interpretation and construction of this Act, appear 
in Part 0." 



1594 Taxation (Core Prouisiom) 1996, No. 67 

PAR. TB-CORE PROVISIONS 

SUBPART A 

Purpose 

,. 
~SUBPARTG 

SUBPART B Avoidance 

Income Tax and Resulting 
Obligations 

~ 
SUBPARTH 

Double Tax 
~ 

Agreements 

r , ~ 
SUBPARTC SUBPART E SUBPART F 

Calculation and 
Satisfaction of Withholding Other 

Income Tax Liabilities Obligations 
Liabilities 

! 
SUBPART 0 

Gross Income, 
Allowable 

Deductions and 
Timing 

This illustrates the structure of Part B 
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6. New Part substituted-Part B is replaced by: 

"PART B-CORE PROVISIONS 
"SUBPART A-PuRPOSE 

"BA 1 Purpose 
"The purpose of this Part is 

1595 

"(a) to impose income tax, provisional tax, withholding 
liabilities and other obligations in respect of taxes; 

"(b) to set out procedures to be followed to calculate 
the tax and satisfy the obligations imposed Wlder 
this Act; 

"(c) to provide a basis for the application of the other 
Parts; 

"(d) generally to set up the scheme of the Act and the 
main links between its Parts. 

"SUBPART B-INCOME TAX AND REsULTING OBUGATIONS 

"BB 1 Imposition of tax 
"Income tax is imposed on taxable income at the rate or 
rates of tax fixed by an Act from time to time and is 
payable to the Crown in accordance with this Act. 

"DeJinld: income tax, taxable income, this Act 

"BB 2 Principal obligations 

"Income tax liability 
"( 1) A person must calculate and satisfy the income tax 

liability the person has in respect of taxable income for 
an income year in accordance with Subpart BC. 

"Provisional tax 
"(2) A person who is a provisional taxpayer must pay provi

sional tax in respect of an income year in accordance 
with the provisional tax rules. 

"Withholding liabilities 
"(3) A person must satisfy any withholding liabilities of the 

person in accordance with Subpart BE. 
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"BC 1 Filing taxpayer calculation of taxable income 

SUBPARTD 

BD 1 BD3 

Gross r--. Allocation of r-s =-1L_A_n:.=~:::::';:::4=gr,-oss_-l income 

BD2 
Allowable 
deductions 

gross income 

BD4 
Allocation 

of allowable 
deductions 

PART I 
Losses 

sum 

: BC6 

, net loss 
: if negative 

less 

BC5 
Annual allowable 

deductions 

equals 

uet income if 

.BC;i~1·~······· , ' 

: Net income : 
, ' 

, less ' 

'-------------.!~ A .... M; ... ' ..... 
equals 

Bca 
Income tax 

liability 

This illustrates the process used by taxpayers (except nonfding tax
payers) to calculate taxable income 
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"Other obligations 

"(4) A person must satisfy any obligations of the person that 
are specified in Subpart BF. 

"De.fi:n.etl: income year, income tax liability, person, provisional tax, provi
sional taxpayer, provisional tax rUles, taxable income 

"BB 5 Overriding effect of certain matters 

"Tax avoidance arrangement-Subpart BC 

"( 1) If a person is affected by a tax avoidance arrangement, 
the person may not have satisfied an obligation under 
this Act if the satisfaction is dependent on the arrange
ment being valid for income tax purposes. 

"Double tax agreements-Subpart BH 

"(2) If a double tax agreement applies to a person, the 
person must satisry the person's obligations in respect 
of income tax in accordance with the agreement. 

"De.fi:n.etl: double tax agreement, income tax, person, tax avoidance 
arrangement, this Act 

"SUBPART C-CALCULATION AND SATISFACTION OF INCOME 
TAX LlABIUTIES 

"BC 1 Calculation and satisfaction 

"Type of taxpayer 

"( 1) If in an income year a person is 

"(a) a non-filing taxpayer, the person's income tax lia
bility for the year must be calculated under section 
BC 2, or 

"(b) not a non-filing taxpayer and has schedular gross 
income for the year, the person's income tax liabil
ity for the year must be calculated under section 
BC 3, or 

"(c) not a non-filing taxpayer and does not have 
schedular gross income, the person's income tax 
liability for the year must be calculated under sec
tions BC 4 to BC 8. 
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"Satisfaction 

"(2) The income tax liability of a taxpayer for an income 
year may be satisfied by crediting any tax paid or 
withheld or by paying terminal tax under section BC 9 
or by both. 

"Defined: income tax liability, income year, non-filing taxpayer, person, 
schedular gross income, taxpayer, tenninar tax 

"BC 2 Non-filing taxpayer 

"The income tax liability for an income year of a non
filing taxpayer is the total of the tax deductions 
required to be made from all amounts of gross income 
included in the taxpayer's annual gross income for the 
year. 

"Defined: annual gross income, gross income, income tax liability, 
income year, non-filing taxpayer, tax deduction 

"BC S Taxpayer with schedular gross income 

"Income tax liability 

"(1) The income tax liability for an income year of a tax
payer who has any schedular gross income for that year 
IS the total of the taxpayer's schedular income tax liabil
ity for the year, calculated under subsection (2) or (3), 
and the amount that would be the taxpayer's income 
tax liability for the year if the taxpayer had no schedu
Jar gross income. 

"Schedular gross income 

"(2) If a taxpayer has one type of schedular gross income 
for an income year, the taxpayer's schedular income 
tax liability for the year is the amount that would be 
the taxpayer's income tax liability for the income year 
if the taxpayer's only gross income for the year were 
that schedular gross income. 

"Multiple schedular gross income 

"(3) If a taxpayer has more than one type of schedular gross 
income for an income year, the taxpayer's schedular 
income tax liability for the year is the total of the 
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schedular income tax liabilities calculated under subsec
~on (2) in respect of each type of schedular gross 
mcome. 

"De.foaetl: gross income, income tax liability, income year, scheduIar gross 
income, taxpayer 

"BC 4 Annual gross income 
"A taxpayer's annual gross income is the total of the 
amounts of gross income under section BD 1 of the 
taxpayer that are allocated to an income year under 
section BD 3. 

"Defined: annual gross income, gross income, taxpayer 

"BC I) Annual allowable deductions 
"A taxpayer's annual allowable deductions are the total 
of the allowable deductions under section BD 2 of the 
taxpayer that are allocated to an income year under 
section BD 4. 

"Defined: annual allowable deductions, allowable deductions, income 
year, taxpayer 

"BC 6 Net income and net loss 

"Income more than deductions 
"(1) If for an income year a taxpayer's annual gross income 

is more than the taxpayer's annual allowable deduc
tions, the difference is the taxpayer's net income for 
the year. 

"Income equals deductions 
"(2) If for an income year a taxpayer's annual gross income 

equals the taxpayer's annu3l allowable deductions, the 
taxpayer's net income for the year is zero. 

"Deductions more than income 
"(3) If for an income year a taxpayer's annual allowable 

deductions are more than the taxpayer's annual gross 
income, the difference is the taxpayer's net loss for the 
year, and the taxpayer is deemed to have net income 
for the year of zero. 
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"BC 8 Income Tax Liability 

Income tax IiabDlty 
calculated under 
this section 

BC 8(1) 
Application 

1996, No. 67 

Calculate 
unadJusted 
income 

: BC 8(2) 
BC7 

14-------,-----j Taxable 

tax liability multiplied by 

AppII ..... ;' tu .... 

____________ ~~s _______ _ 

Calculate 
interim 
income tax 
liability 

~ BC 8(sf - - - - - - - - - - - - - - - - - -

Unadjusted income tax liabUity 

less 

BC 8(5) 
Result negative 

Income tax liability = 0 

BC 8(6) 

Surplus rebates 

BC 10 

Amounts owing to 
taxpayers 

A1lowa~e rebates 

plus 

equals 

BC 8(4) 
Result positive 

Income tax liability 

BC9 

Satisfaction of 
income tax llabillty 

income 

This illustrates the Process used by taxpayers (except non-jiling tax
payers) to calculate income tax liability 
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"Treatment of net loss 
"(4) In accordance with Part I (Treatment of Net Losses), a 

taxpayer with a net loss for an income year 
"(a) may offset it against net income in a future year, 

or 
"(b) may make the net loss available to another tax

payer for offset against that other taxpayer's net 
lIlcome in that or a future income year. 

"Defined: annual allowable deductions, annual gross income, income 
year, net income, net loss, taxpayer 

"BC 7 Taxable income 
"A taxpayer's taxable income for an income year is 

determined by offsetting any available net losses of the 
taxpayer in accordance with Part I ( Treatment of Net 
Losses) against the taxpayer's net income. 

"Defined: available net loss, income year, net income, taxable income, 
taxpayer 

"BC 8 Income tax liability 

" Application 
"(1) The income tax liability for an income year of a tax

payer who is not a non-filing taxpayer IS the amount 
calculated in accordance with subsections (2) to (5). 

"Unadjusted income tax liability 
"(2) The unadjusted income tax liability of the taxpayer for 

the income year is the product of the taxpayer's taxa
ble income for the year and the applicable basic tax 
rate. 

"Interim income tax liability 
"(3) The unadjusted income tax liability of the taxpayer is 

adjusted by subtracting the allowable rebates from the 
unadjusted income tax liability and adding the applica
ble surcharges. 
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"BC 9 Satisfaction of income tax liability 

Credits to be 
set off against 
income tu 
liability 

BC 9(2)(a) 

r - - - - - - - - - - - - - - - - - - I 

: BC 9(1) , ,----BC-S----"J 

I Income tu IiabBity ~ Income tu 
less : liability 

Non-~le credits 

less 

conv~e credits 

less 

~--:if negative Result 

BC 9(2)(b) 

BC 10 

Amounts owing to 
taxpayers 

if positive 

This illustrates the process to be used by all taxpayers to satify 
income tax liability 
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"R.esult positive 
"(4) If the resulting amount under subsection (3) is zero or 

more, that amount is the taxpayer's income tax liability 
for the income year. 

"R.esult negative 
"(5) If the resulting amount under subsection (3) is negative, 

the taxpayer's income tax liability for the income year 
is zero. 

"Surplus rebates 
"(6) If the resulting amount under subsection (3) is negative, 

"(a) the taxpayer's surplus rebates are an amount 
equal to the lesser of 
"(i) the total of the refundable rebates to which 

the taxpayer is entitled for the year, and 
"(ii) the difference between zero and the amount 

calculated under subsection (3), and 
"(b) the Commissioner must deal with the surplus 

rebates in accordance with section BC 10. 

allowable rebates, applicable basic tax rate, applicable 
surcharges, income year, income tax liability, non-filing tax
payer, refundable rebates, taxable income, taxpayer, unad
Justed income tax liability 

"BC 9 Satisfaction of income tax liability 

"Terminal tax 
"(1) If for an income year a taxpayer's income tax liability 

exceeds the total of the taxpayer's credits for tax paid 
or withheld determined in accordance with Part L 
(Credits), the difference is the taxpayer's terminal tax, 
and the taxpayer must satisfy the taxpayer's income 
tax liability by paying the terminal tax. 

"Surplus credits 
"(2) If for an income year the total of a taxpayer's credits 

for tax F.d or withheld exceeds the taxpayer's income 
tax liability, 
"(a) the excess credits are first to be set off in accor

dance with Part L (Credits), and Part M (Tax Pay
ments) against other income tax obligations of the 
taxpayer, and 
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"(b) any remaining excess is to be dealt with in accor
dance with Part L (Credits), Part M (Tax Payments) 
and section BC 10. 

"(3) To determine the composition of any excess credits, 
the taxpayer's credits are to be treated as if they were 
set off against the taxpayer's income tax liability in the 
following order: 
"(a) non-refundable credits; 
"(b) credits allowed to the taxpayer under Part L 

(Credits) in respect of supplementary dividends; 
"(c) convertible credits; 
"(d) refundable credits. 

"Defined: Commissioner, income year, income tax liability, non-refimd
able credits, supplementary dividends, surplus convertible 
credits, surplus refimdable credits, taxpayer, terminal tax 

"BC 10 Amounts owing to taxpayers 
"( 1) Subject to section KD 4, the Commissioner must refund 

the amount of any surplus rebates of a person calcu
lated under section BC 8 for an income year. 

"(2) Subject to Part M (Tax Payments) and Part N (With
holdin& Taxes and Taxes on Income of Others), the 
Comrmssioner must refund the amount of any surplus 
refundable credits of a taxpayer for an income year. 

"Defined: Commissioner, income year, person, surplus rebates, surplus 
refimdable credits, taxpayer 

"SUBPART D-GROSS INCOME, ALLOWABLE DEDUCTIONS AND 
TIMING 

"BD 1 Gross income 

"Definition 
"( 1) An amount is gross income of a taxpayer if it is 

included in the taxpayer's gross income under Part C 
(Income Further Defined), D (Deductions Further 
Defined), E (Timing of Income and Deductions), F 
(Apportionment and Recharacterised Transactions), G 
(Avoidance and Non-Market Transactions), H (Treat
ment of Net Income of Certain Entities) or I (Treatment 
of Net Losses). 
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"Exclusions 
"(2) An amount is not gross income of a taxpayer if it is 

"(a) exempt income under Part C (Income Further 
Defined), D (Deductions Further Defined) or F 
(Apportionment and Recharacterised Transac
tions), or 

"(b) excluded from gross income under Part C (Income 
Further Defined), D (Deductions Further Defined), 
E (Timing of Income and Deductions), H (Treat
ment of Net Income of Certain Entities) or 
I (Treatment of Net Losses), or 

"(c) a foreigt!-sourced amount and the taxpayer is a 
non-resIdent when it is derived. 

"Defined: foreign-sourced amount, gross income, non-resident, taxpayer 

"BD 2 Allowable deductions 

"Definition 
"(1) An amount is an allowable deduction of a taxpayer 

"(a) if it is an allowance for depreciation that the tax
payer is entitled to under Part E (Timing of 
Income and Deductions), or 

"(b) to the extent that it is an expenditure or loss 
"(i) incurred by the taxpayer in deriving the tax

payer's gross income, or 
"(ii) necessarily incurred by the taxpayer in the 

course of carrying on a business for the pur
pose of deriving the taxpayer's gross income, 
or 

"(iii) allowed as a deduction to the taxpayer under 
Part C (Income Further Defined), D (Deduc
tions Further Defined), E (Timing of Income 
and Deductions), F (Apportionment and 
Recharacterised Transactions), G (Avoidance 
and Non-Market Transactions), H (Treatment 
of Net Income of Certain Entities), I (Treat
ment of Net Losses), L (Credits) or M (Tax 
Payments). 

"Exclusions 
"(2) An amount of expenditure or loss is not an allowable 

deduction of a taxpayer to the extent that it is 
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"(a) of a private or domestic nature, or 

"(b) inCWTed in deriving exempt income under Part C 
(Income Further Defined), D (Deductions Further 
Defined) or F (Apportionment and Recharacterised 
Transactions), or 

"(c) incurred in deriving income from employment, or 

"(d) inCWTed in deriving schedular gross income sub
ject to final withhording, or 

"(e) of a capital nature, unless allowed as a deduction 
under Part D (Deductions Further Defined) or E 
(Timing of Income and Deductions), or 

"(f) disallowed as a deduction under Part D (Deduc
tions Further Defined), E (Timing of Income and 
Deductions), F (Apportionment of Recharacterised 
Transactions), G (Avoidance and Non-Market 
Transactions), H (Treatment of Net Income of Cer
tain Entities), I (Treatment of Net Losses), L 
(Credits) or M (Tax Payments). 

"Defined: allowable deduction, business, gross income, income from 
employment, taxpayer 

"BD S Allocation of gross income 

" Application 

"(I) A taxpayer or the Commissioner must allocate each 
amount of gross income to an income year in accor
dance with this section. 

"Gross income subject to timing regime 

"(2) If an amount of gross income is subject to a timing 
regime, the amount must be allocated to an income 
year in accordance with that regime. 

"Other gross income 

"(3) An amount of gross income that is not subject to a 
timing regime must be allocated to the income year in 
which the amount is derived. 
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"Gross income allocated once 

"(4) A particular amount of gross income may be allocated 
only once. 

"Defined: Commissioner, gross income, income year, taxpayer, timing 
regime 

"BD 4 Allocation of allowable deductions 

"Application 

"(1) A taxpayer or the Commissioner must allocate each 
allowable deduction to an income year in accordance 
with this section. 

"Subject to timing regime 

"(2) If an allowable deduction is subject to a timing regime, 
the deduction must be allocated to an income year in 
accordance with that regime. 

"Other allowable deductions 

"(3) An allowable deduction that is not subject to a timing 
regime must be allocated to the income year in whicn 
the allowable deduction is incurred. 

"Expenditure or loss deductible once 

"(4) If an expenditure or loss gives rise to more than one 
allowable deduction, the allowable deductions may be 
allocated to income years to the extent that their total 
does not exceed the amount of that expenditure or loss. 

"Defined: allowable deduction, Commissioner, income year, taxpayer, 
timing regime 

"SUBPART E-WITHHOLDING LIABILITIES 

"BE 1 Withholding liabilities 

"Source deduction payments 

"(1) A person who makes a source deduction payment must 
make a deduction from the payment m accordance 
with the PAYE rules. 
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"Resident withholding income 
"(2) A person who makes a payment of resident withhold

ing income must make a deduction from the payment 
in accordance with the RWT rules. 

"Non-resident withholding income 
"(3) A person who makes a payment of non-resident with

holding income must make a deduction from the pay
ment in accordance with the NRWT rules. 

"Fringe benefits 
"(4) A person who provides a fringe benefit to another per

son must pay fringe benefit tax in accordance with the 
FBT rules. 

"Specified superannuation contributions 
"(5) A person who makes a specified superannuation contri

bution to a superannuation fund must pay specified 
superannuation contribution withholding tax in accor
dance with the SSCWT rules. 

"Dividend withholding payments 
"(6) A person who receives dividends must make dividend 

withholding payments in accordance with the dividend 
withholding payment rules. 

dividend withhold!ng payment, dividend withholding payment 
rules, fringe benefit, fringe benefit tax, non-resident withhold
ing income, NRWT rules, PAYE rules, person, resident with· 
holding income, RWT rules, SSCWT rules, source deduction 
payment, specified superannuation contribution, specified 
superannuatton contribution withholding tax, superannuation 
fund 

"SUBPART F-OTIIER OBLIGATIONS 

"BF 1 Other obligations 
"A person must pay the following under the relevant 
Part: 
"(a) qualifying company election tax under Part H 

(Treatment of Net Income of Certain Entities); 
"(b) income tax on taxable distributions from non-qual

ifying trusts under Part H (Treatment of Net 
Income of Certain Entities); 
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"(c) withdrawal tax under Part I (Treatment of Net 
Losses); 

"(d) further income tax under Part M (Tax. Payments); 
"(e) further dividend withholding payments under 

Part M (Tax. Payments). 

"Dejinltl: further dividend withholdinS . .P.lyment, further income tax, 
income tax, person, non-quaJitying trust, taxable distribution, 
withdrawal tax 

"SUBPART G-A VOIDANCE 

"BC 1 Avoidance 

"Arrangement void 
"(1) A tax avoidance arrangement is void as against the 

Commissioner for income tax. purposes. 

"Enforcement 
"(2) The Commissioner, in accordance with Part G (Avoid

ance and Non-Market Transactions), may counteract a 
tax advantage obtained by a person from or under a 
tax avoidance arrangement. 

"Dejinltl: Commissioner, income tax, tax advantage, tax avoidance 
arrangement 

"SUBPART H-DoUBLE TAX AGREEMENTS 

"BH 1 Double tax agreements 

"Overriding effect 
"(1) If the Government of New Zealand has negotiated a 

double tax agreement for one or more of the purposes 
set out in subsection (2), the Governor-General may 
declare, by Order in Council, that the agreement has 
effect in relation to income tax notwithStanding any
thing in this Act or in any other enactment. 

"Purpose 
"(2) A double tax agreement to which effect is given under 

this section may 
"(a) provide relief from double taxation, or 



1610 Taxation (Core Provisions) 1996, No. 67 

"(b) provide relief from tax, or 

"(c) charge the income derived from any source ID 

New Zealand to non-residents, or 

"(d) determine the income to be attributed to non
residents or their agencies, branches or establish
ments in New Zealand, or 

"(e) determine the income to be attributed to New 
Zealand residents who have special relationships 
with non-residents, or 

"(f) prevent fiscal evasion, or 

"(g) facilitate the exchange of information. 

"Meaning of profits 

"(3) A reference in a double tax agreement to the profits of 
an activity or business shall be read, if possible, as a 
reference to the amount that would be a taxpayer's net 
income if that activity or business were the taxpayer's 
only activity or business. 

"Defined: business, double tax agreement, income tax, New Zealand, 
New Zealand resident, net income, non-resident." 

Amendments to Part C 
7. Exempt income-interest-(l) Section CB 1 (1) is 

replaced by: 
"CB 1. (1) To the extent that in the absence of this section 

the following amounts would be gross income, they are 
exempt income: 

"(a) Interest from Post Office National Development Bonds 
or New Zealand Savings Certificates (being interest 
in respect of the period from the date of issue to the 
date of maturity or earlier surrender of those bonds 
or those certificates) derived by any person (not 
being an absentee, a company, a public authority, a 
Maori authority, an unincorporated body or, if the 
interest is beneficiary income, a trustee): 

Provided that the amount of interest that is 
exempt income of a person under this paragraph in 
any income year does not exceed $500: 

Provided further that where interest which would 
otherwise be exempt income is derived by the 
trustee of a trust, that interest shall not be exempt 
income unless-
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"(i) The trust arose on the death of any person; 
and 

"(ii) Those bonds or those certificates were owned 
by that person at that person's death: 

"(b) Interest on post-war credits derived by any person being 
interest payable under section 2 of the Income Tax 
(Repayment of Post-War Credits) Act 1959 of the 
Uruted Kingdom Parliament: 

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

Provided that the amount of the interest which is 
exempt income of a person under this paragraph in 
any income year shall not exceed 50% of the 
interest derived in that year: 

Provided also that if any interest is exempt 
income under this paragraph, the person who 
derives the interest shall not, in respect of that 
interest, be entitled to a rebate under section 
KE I.". 

(2) In section CB 1 (2), paragraph (b) of the definition of 
"farm vendor mort~ge" is replaced by: 

"(b) Which was approved by the Rural Banking 
and Finance Corporation of New Zealand for the 
purpose of subsection (IXd); and". 

8. Non-residents' exempt income-(l) Section CB 2 (1) 
and (2) are replaced by: 

"CB 2. (1) To the extent that in the absence of this section 
the following amounts would be gross income, they are 
exempt income: 

"(a) Any amount derived by any non-resident entertainer 
(within the meaning of re~tions made under 
section NC 21) from any acttvity or performance

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

"(ii) In accordance with the programme of a 
foundation, trust, or other o~tion, being a 
foundation, trust, or other orgarusation outside New 
Zealand which exists for the promotion, whether in 
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whole or in part, of any cultural activity and which 
is not earned on for the private pecuniary profit of 
anr. p,roprietor, member, or shareholder; or 

'(nil In relation to any ~me or sport where the 
participants are the official representatives of an 
association, league, union, or other body which 
administers the game or sport in an overseas 
country: 

"(b) Any interest or redemption payment, where that 
interest or redemption payment is payable out of 
New Zealand, derived by a person who is not 
resident in New Zealand from or in respect of-

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

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

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

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

"(i) That visit does not exceed a period of 92 
dar.s; and 

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

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

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

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

"(d) Any amount derived by any person who is not resident 
in New Zealand,-

"(i) From personal (including professional) 
services performed by that person within New 
Zealand for or on behalf of an employer who is not 
resident in New Zealand; or . 

"(ii) From any maintenance, allowance, 
scholarship, or bursary provided for or paid to that 
r,.erson,-
if that amount is derived br that person during and 
in respect of that person s presence within New 
Zealand for the purpose of providing rrofessional or 
expert advice or assistance, or 0 teaching or 
lecturing, or of making investigations, or of 
receiving education, training, or experience, in 
every case under any arrangement for assistance 
entered into by the Government of New Zealand: 

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

"(2) If any question arises as to whether any amount derived 
by a person is exempt income in whole or in part under 
subsection (1Xd) or as to whether any scheme, plan, or 
arrangement is an arrangement for assistance entered into by 
the Government of New Zealand, that question shall be 
determined by the Commissioner, and there shall be no right 
of challenge to any determination of the Commissioner under 
this subsection.". 

(2) Section CB 2 (5) is replaced by: 
"(5) Notwithstanding subsection (1)(b), section 61 (18Xb) of 

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

9. Public and local authorities' exempt income-(I} In 
section CB 3, the portion before paragraph (a)(i) is replaced by: 

"CB 3. To the extent that in the absence of this section the 
~ollowing amounts would be gross income, they are exempt 
mcome: 

"(a) Any amount derived, other than an amount received in 
trust, by any public authority other than the 
following:" . 

(2) Section CB 3 (b) is replaced by: 
"(b) Any amount derived by a local authority other than

"(i) An amount received in trust: 
"(ii) An amount (other than rates) derived by a 

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

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

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

(3) Section CB 3 (d) is replaced by: 
"(d) An amount derived by Geothermal Development 

Limited:". 

10. Non-profit bodies' and charities' exempt income
(1) In section CB 4 (1), the portion before paragraph (f) is 
replaced by: 
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"CB 4-. (1) To the extent that in the absence of this section 
the following amounts would be gross income, they are 
exempt income: 

"(a) Any amount derived by a friendly society, except so far 
as it is derived from business carried on beyond the 
circle of its membership: 

"(b) Any amount derived by any society or association, 
whether incorporated or not, which is, in the 
opinion of the Commissioner, established 
substantially or primarily for the purpose of 
promoting or encoura~g scientific or industrial 
research, and which IS approved by the Royal 
Society of New Zealand, if no part of the funds of 
the society or association is used or available to be 
used for the private pecuniary profit of any 
proprietor, member, or shareholder of the society 
or association: 

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

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

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

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

"(iii) The shares and prospective shares of the 
beneficiaries in the income and assets of the estate: 
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"(e) Any amount derived direcdy or indirecdy from any 
business carried on by or on behalf of or for the 
benefit of trustees in trust for charitable purposes 
within New Zealand, or derived direcdy or 
indirecdy from any business carried on by or on 
behalf of or for the benefit of any society or 
institution established exclusively for such purposes 
and not carried on for the private pecuniary profit 
of any individual: 

Provided that if those purposes are not limited to 
New Zealand the ComIlllSsioner may apportion the 
amount in such manner as the Commissioner 
deems just and reasonable between those purposes 
within New Zealand and the like purposes out of 
New Zealand, and accordingly only a part of the 
amount may be exempt income: 

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

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

"(ii) Who is a shareholder or director of the 
comp-any by which the business is carried on; or 

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

"(iv) Where that person and that setdor or trustee 
or shareholder or director referred to in any of 
subparagraphs (i) to (iii) are associated persons
and that person is, in the opinion of the 
Commissioner, able, by virtue of that capacity as 
setdor or trustee or shareholder or director or 
associated person, in any way (whether direcdy or 
indirecdy) to determine, or to materially influence 
in any way the determination of, the nature or 
extent of that benefit or advantage or that amount 
or the circumstances in which it is or is to be so 
received, gained, achieved, afforded, or derived, the 
amount so derived direcdy or indirecdy from that 
business in that income year is not exempt income, 
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and notwithstanding any other provision of this Act, 
where that business is carried on by or on behalf of 
or for the benefit of trustees in trust, the amount 
shall be trustee income and for the purposes of this 
paragraph-

"(v) A person shall, in relation to a trust, be 
deemed to be a settlor of the trust and to gain a 
benefit or advantage in the carrying on of a 
business of the trust, in any case where that person 
has disposed of or disposes of, to the trust, any asset 
that is used by the trust in the carrying on of that 
business, and where that person retains or reserves 
an interest in that asset or that asset will revert to 
that person: 

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

"(vii) Interest on money lent that, in the opinion 
of the Commissioner, is payable at not more than 
current commercial rates, having regard to the 
nature and term of the loan shall be deemed not to 
be an amount derived by any person of any of the 
classes referred to in subparagraphs (i) to (iv): 

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

(2) Wherever it occurs in section CB 4 (1 Xf), (g), (h), (iXvi) and 
G), "income or other" is omitted. 

(3) Section CB 4 (I)(k) is repealed. 

11. Certain pensions, benefits, and other comp
ensation exempt-{I) In section CB 5 (I), the portion before 
paragraph (g) is replaced by: 

"CB 5. (I) To the extent that in the absence of this section 
the following amounts would be gross income, they are 
exempt income: 

"(a) Any pension or allowance derived by any person under 
the War Pensions Act 1954, other than any 
veteran's pension, or from any other pension or 
allowance granted in New Zealand or elsewhere by 
any Government in respect of any war or in respect 
of any disability or disablement attributable to or 
aggravated by service in any naval, military, air, or 
pOlice forces: 

"(b) Any distribution derived by any person from any fund 
approved by the Minister in Charge of War 
Pensions for the payment of compensation for ex
prisoners of war who were held in German 
concentration camps in World War II: 

"{c} Pensions, annuities, and allowances paid as or by way of 
compensation by a State of the Federal Republic of 
Germany or the Republic of Austria under the laws 
of that Republic relating to compensation of victims 
of National Socialist persecution: 

"{d} Any retiring allowance or other benefit paid-
"{i} From the Government Superannuation Fund 

to a person who was formerly a member of the 
Cook Islands Public Service or to a dependant of 
any such person, if that person or that dependant is, 
at the time of receiving that allowance or benefit, 
resident in the Cook Islands (including Niue); or 

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

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

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

(2) Section CB 5 (l)(i), W' (k), (1) and (m) are replaced by: 
"(i) Any amount derived by any trustee in trust for any sick, 

accident or death benefit fund, not being an 
amount derived directly or indirectly from any 
business carried on by or on behalf of or for the 
benefit of that trustee: 

"6) Compensation received by any person under the 
Worker's Compensation Act 1956, whether as a 
lump sum or by weekly payments: 

"(k) Compensation received by any person under the 
Criminal Injuries Compensatton Act 1963, whether 
as a lump sum or by periodical payments: 

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

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

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

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

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

"(m) Any amount derived-
"(i) By any trustee of the New Zealand Agent 

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

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

setdement fund; and 
"(ii) By any beneficiary to the Trust by way of 

any distributions to the beneficiary from the 
Trust:". 

12. Certain allowances and fees exempt-In section 
CB 6, the portion before paragraph (b) is replaced by: 

"CB 6. To the extent that in the absence of this section the 
~ollowing amounts would be gross income, they are exempt 
mcome: 

"(a) Any nominal amounts derived by a disabled person in 
respect of therapeutic activitles undertaken in

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

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

Provided that in no circumstance shall such 
amounts be nominal for the purposes of this 
paragraph if they exceed (on average in respect of 
the number of weeks during which, in any mcome 
year, those activities are undertaken by that person) 
$50 per week:". 

IS. Public offices' exempt income-In section CB 7, the 
portion before paragraph (aJ is replaced by: 

"CB 7. To the extent that in the absence of this section the 
~ollowinR amounts would be gross income, they are exempt 
mcome: . 

14. Certain income from Niue exempt-{I) Section 
CB 8 (1) and (2) are replaced by: 

"CB 8. (I) To the extent that in the absence of this section 
the following amounts would be gross income, they are 
exempt income: 
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"(a) Any amount derived by a New Zealand company, being 
a company-

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

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

Provided that no amount derived by the 
company from sources in New Zealand is exempt 
income under this paragraph: 

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

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

income year in which the dividends were derived, is 
a controlled foreign company; or 

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

Provided that no dividends are exempt income 
under this paragraph to the extent that those 
dividends constitute distribution of any amount 
derived by the company from sources in New 
Zealand. 

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

(2) Section CB 8 (4) is replaced by: 
"(4) This section does not restrict application of section CG 1 

and the F1F rules and, for the purposes of those provisions, a 
company which derives its income exclusively or prin<:ipally 
from Niue and has exempt income under subsection (IXa) of 
this section shall be treated as a foreign entity.". 
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15. Other exempt income-In section CB 9, the portion 
before paragraph (a) is replaced by: 

"CB 9. To the extent that in the absence of this section the 
followin~ amounts would be gross income, they are exempt 
mcome: . 

16. Exempt income-dividends-{I) Section CB 10 (I) is 
replaced by: 

"CB 10. (I) Any dividends derived from a foreign company 
by-

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

income of that fund-
shall be exempt income.". 

(2) In section CB 10 (2), the portion after paragraph (a) and 
before paragraph (eXii) is replaced by: 

"(b) Is so derived from a company that is neither a foreign 
company nor a company that derives only exempt 
income (in this subsection and subsection (3) 
referred to as the 'payer')-

shall be exempt income where-
"(c) The recipient and the payer are a wholly-owned group 

of companies at the time the dividend is derived; 
and 

"(d) At the time the dividend is derived, either-
"(i) The recipient and the payer have income 

years or non-standard accounting years ending with 
the same balance date; or 

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

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

the company paying the dividend; or". 
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17. Exempt income-pay of service personnel in 
operational areas-Section CB 11 (1) and (2) are replaced by: 

"CB 11. (1) Where any person engaged in any naval, 
military, or air force raised in New Zealand or in any other 
part of the Commonwealth is in receipt of pay and allowances 
ID respect of that engagement directly from the New Zealand 
Government or of pay and allowances receivable in respect of 
that engagement which but for this section would be gross 
income, such portion of that person's pay and allowances as 
relates to the period of the person's service in an operational 
area as defined in subsection (4) is exempt income. 

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

18. Exempt income-employee allowances and 
expenditure on account of employee-(I) Section 
CB 12 (1) is replaced by: 

"CB 12. (1) An amount paid by an employer in respect of an 
employee's employment or service is exempt income where 
and to the extent that the amount-

"(a) Reimburses the eID:ployee for expenditure that, but for 
section BD 2 (2Xc), would be an allowable deduction 
to the employee; or 

"(b) Is expenditure on account of an employee which, if 
incurred by the employee and but for section BD 2 
(2Xc), would be an allowable deduction to the 
employee." . 

(2) In section CB 12 (2), the portion before paragraph (a) is 
replaced by: 

"(2) Any allowance, not being an allowance or part of an 
allowance which is exempt income under subsection (1), is 
exempt income to the extent to which-". 

19. Exempt income-certain aircraft operators
Section CB 14 (1) is replaced by: 

"CB 14. (1) Where any aircraft operator, or any class or 
classes of aircraft operators, being resident in a country or 
territory outside New Zealand and not being resident in New 
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Zealand, is or are engaged in air transport from New Zealand, 
and derives from that air transport from New Zealand any 
amount which would be gross income but for this section, the 
Commissioner may treat that amount as exempt income in 
whole or in part if and so far as the Commissioner is satisfied 
that in corresponding circumstances the like aircraft operator 
or the like class or classes of aircraft operators, being resident 
in New Zealand, are not liable to or are exempt from income 
tax imposed by the laws of that country or territory outside 
New Zealand.". 

20. Exempt income--dispositions of shares not 
resulting in cancellation of share-Section CB 15 is 
replaced by: 

"CB 15. Any amount that would otherwise be gross income 
derived by any company from the disposition of any share in 
the company, where the aC<l.uisition by the company of the 
share was deemed, under sectlon 67A (1) of the Companies Act 
1993, not to result in cancellation of the share, lS exempt 
income.". 

21. Certain compensation, benefits, and other 
payments are gross income-In section CC 1 (1), the 
portion before paragraph (a) is replaced by: 

"CC 1. (1) The gross income of any person includes-". 

22. Payments to employees or former employees while 
on naval, military, or air service-Section CC 2 (1) is 
replaced by: 

"CC 2. (1) The gross income of any serving employee 
includes all money paid to the employee by the emrfoyee's 
employer and not forminS part of the employee s gross 
income otherwise than by VIrtue of this section: 

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

28. Forestry encouragement grants-Section CC 3 (1) is 
replaced by: 
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"CC 3. (1) Where, in any income year, a payment to any 
taxpayer is made under the Forestry Encouragement Grants 
Regulations 1970 or the Forestry Encouragement Grants 
Regulations 1981 or the Forestry Encouragement Grants 
Regulations 1983, the amount (if any) of the labour portion of 
that r,ayment is gross income of the taxpayer for the income 
year .. 

24. Land transactions-( 1) Section CD 1 (1) is replaced by: 
"CD 1. (1) Any amount derived from the sale or other 

disposition of any land, being an amount to which this section 
applies, is gross mcome.". 

(2) In section CD 1 (2), the portion before paragraph (a) is 
replaced by: 

"(2) For the purposes of subsection (1), the r-0ss income of 
any person includes the following amounts-' . 

(3) Section CD 1 (2Xe) is replaced by: 
"(e) Any amount derived from the sale or other disposition 

of land (not being an amount which is gross income 
under any of paragraphs (a), (b), (c), (d), and (f)), if-

"(i) The land was disposed of by the taXpayer 
within 10 years after the date on which it was 
acquired by the taxpayer; and 

"(ii) The total amount derived by the taXpayer 
from the disposition exceeds the cost of the land; 
and 

"(iii) In the opinion of the Commissioner at least 
20% of the excess is due to anyone or more of the 
following: 

"(A) The rules of an operative district plan under 
the Resource Management Act 1991 
which relate to that land or any change of 
those rules after the acquisiuon of that 
land by the taxpayer; or 

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

"( C) Any consent granted in relation to that land 
under any provision of that Act or any 
decision of the Planning Tribunal made in 
relation to that land under that Act, 
where that consent was granted or that 
decision made after the acquisition of that 
land by the taxpayer; or 
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"(D) The likelihood of any such consent being 
granted or of any such decision being 
made; or 

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

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

"(G) Any change or occurrence of a similar 
nature to any of the changes or 
occurrences referred to in any of the 
preceding subparagraphs or the likelihood 
of any such change or occurrence in 
respect of or in relation to that land:". 

(4) Section CD 1 (2Xg) is replaced by: 
"(g) Any amount, not being an amount which is gross 

income under any of paragraphs (a), (b), (c), (d), (e), 
and (f), derived from the sale or other disposition of 
any land to the extent that the amount is derived 
from the carrying on or the carrying out of any 
undertaking or scheme, whether or not an 
adventure in the nature of trade or business, 
involving the development or division into lots of 
that lana, and the Commissioner is satisfied that 
development or division work (being work involving 
significant expenditure on earthworks, contouring, 
levelling, drainage, roading, kerbing, or channelling 
or on any other work, service, or amenity 
customarily undertaken or provided in maJor 
projects involving the development of land for 
mdustrial, commercial, or residential purposes) has 
been carried on or carried out by or on behalf of the 
taxpayer on or in relation to that land.". 

(5) In section CD 1 (3), the portion before paragraph (a) is 
replaced by: 

"(3) Paragraphs (a), (b), (c), and (d) of subsection (2) shall 
not apply to any amount derived from the sale or disposition 
of-'. 
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(6) In section CD 1 (3), the portion after paragraph (b) is 
replaced by: 
"Unless, in either case, the taxpayer has engaged in the 
acquisition or erection of those business premises or dwelling 
houses, and the subsequent sale or disposition of those business 
premises or dwelling houses, to the extent that, in the opinion 
of the Commissioner, a regular pattern of such transactions 
has emerged and, in any case where the Commissioner is of 
that opinion, any amount derived from any such transaction or 
transactions shall be deemed to be an amount to which 
paragraph (a) or paragraph (b) or paragraph (c) or 
paragraph (d), as the case may be, of subsection (2) applies.". 

(7) In section CD 1 (4), the portion before paragraph (a) is 
replaced by: 

"(4) Subsection (2Xe) shall not apply to any amount derived 
from the sale or other disposition of any land in any case 
where the Commissioner is satisfied that-". 

(8) Section CD 1 (5) is repealed. 
(9) Section CD 1 (6) is replaced by: 
"(6) Subsection (2)(f) and (g) shall not apply to any amount 

derived from the sale or other disposition of any land by any 
taxpayer where that land is a lot resulting from the division 
into 2 or more lots of a larger area of land (being an area 
which before any division by the taxpayer did not exceed 
4,500 square metres) which was occupied by that taxpayer 
primarily and principally as residential land for the taxpayer 
and any member of the taxpayer's family living with the 
taxpayer.". 

(10) In section CD 1 (7), the portion before paragraph (a) is 
replaced by: 

"(7) Subsection (2Xf) and (g) shall not apply to any amount 
derived from the sale or other disposition of any land in any 
case where-". 

(11) Section CD 1 (8) and (9) are repealed. 

25. R.oyalties-Section CD 2 is replaced by: 
"CD 2. The gross income of any person includes all 

royalties." . 

26. New sections added-After section CD 2, the 
following are added: 

"CD 3. Business-The gross income of any person includes 
any amount derived from any business. 
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"CD 4. Personal property-The gross income of any 
person includes, any amount derived from the sale or other 
disposition of any personal property or any interest in personal 
property (not beIng property or any interest in property which 
consists of land), if die business of the person comprises 
dealing in such property or if the property was acquired for 
the purpose of sellfu.g or otherwise disposing of it, and any 
amount derived from the carrying on or carrying out of any 
undertaking or scheme entered into or devised for the purpose 
of making a profit. 

"CD 5. Gross income according to ordinary concepts
The gross income of a person includes any amount that is 
included in gross income under ordinary concepts.". 

27. Investment income-(1) In section CE 1 (1), the por-
tion before paragraph (a) is replaced by: 

"CE 1. (1) The gross income of any person includes:". 
(2) Section CE 1 (1)(c) and (d) are replaced by: 
"(c) Any amount deemed to be gross income under the 

qualified accruals rules: 
"(d) Any amount received by a person on account of a bad 

debt for which a deduction has been allowed to the 
" person .. 

28. Amounts derived from use or occupation of land
Section CE 2 is replaced by: 

"CE 2. Subject to sections CJ 1, and FF 7, the gross income 
of any person includes any amount derived from the use or 
occupatlon of any land.". 

29. Commercial bills-(1) In section CE 3 (1), the portion 
before paragraph (b) is replaced by: 

"CE 3. (1) Subject to the application provisions of section 
CZ 2, the gross income of any person includes: 

"(a) The amount received by a taxpayer on the redemption 
of a commercial bill (not being a redemption to 
which paragraph (b) applies) owned by the 
taxpayer, or, where the bill is not redeemed by the 
taxpayer but is disposed of by the taxpayer 
(otherwise than by way of a transfer made in 
accordance with a matrimonial agreement), 
whether by way of sale, gift, conversion, or 
otherwise, the value of that bill on the day of 
disposal:". 
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(2) Section CE 3 (2) is replaced by: 
"(2) For the purposes of this section, if a person who owns a 

commercial bill dies, the person shall be deemed to sell the bill 
on the date on which the person dies.". 

so. Amounts remitted to be gross income-Mter 
section CE 3, the following is added: 

"CE 4. (1) Subject to section EZ 9 (2), where the amount of 
any expenditure or loss incurred by a taxpayer has been 
allowed as a deduction for any income year, and subsequendy 
the liability of the taxpayer in respect of that amount IS 

remitted or cancelled in whole or m part, the amount so 
remitted or cancelled shall be deemed to be gross income for 
that income year. 

"(2) For the purposes of this section-
"(a) A liability shall be deemed to have been remitted to the 

extent to which the taxpayer has been discharged 
from that liability without fully adequate 
consideration in money or money's worth: 

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

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

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

51. Dividends are gross income-Section CF 1 IS 

replaced by: 
"CF 1. The gross income of any person includes all 

dividends. >1. 

52. Meaning of term. "dividends"-(I) In section CF 2 
(IXg), the pomon of paragraph (g) before subparagraph (i) is 
replaced by: 

"(g) Any amount (whether in money or money's worth) 
distributed in any manner and under any name 
from and in respect of any_". 
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(2) Section CF 2 (IXi) is replaced by: 
"(i) All distributions to a unit holder and all other payments 

to and transactions with a unit holder in relation to 
the unit holder's interest in the unit trust that 
would, if made to or with a shareholder in relation 
to shares in a company, be dividends under this 
Act:". 

(8) Section CF 2 (1)G)(ii) is replaced by: 
"(ii) Expenditure that is an allowable deduction to 

the com~y:". 
(4) Section CF 2 (8Xa)(i) is replaced by: 

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

(5) Section CF 2 (9) is replaced by: 
"(9) Where any amount payable by a shareholder in respect 

of a loan and deemed by virtue of section 4 (1 Xb) of the 
Income Tax Act 1976 (as that provision was in force before its 
repeal by section 4 (1) of the Income Tax Amendment Act (No. 
2) 1992) or subsection (IXb) of this section to constitute a 
dividend is subsequendy repaid to the company in whole or in 
part, the Comnussioner shall, if notified in writing of the 
repayment, amend in such manner as may be appropriate the 
assessment made in respect of the income tax lia.bility of that 
shareholder for the income year in which the dividend was 
deemed to be derived, or in respect of fringe benefit tax 
payable by the company in respect of the quarter or income 
year during which that dividend was paid or otherwise made 
available, and shall, notwithstanding anything in section MD 1 
but otherwise subject to the provisions of this Act, at any time 
refund any such tax found to be paid in excess of the amount 
properly payable.". 

(6) Sectlon CF 2 (10) is replaced by: 
"(10) Where the Commissioner is satisfied that dividends 

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

(7) Section CF 2 (15) is replaced by: 
"(15) Subject to section FC 3, where any amount (whether in 

money or money's worth) is derived by a person from and in 
respect of the acquisition, redemption, or other cancellation 
(referred to in this subsection as the 'cancellation') by a 
company of a share in the company, for the purposes of this 
Act ID calculating the amount of gross income of the person 
under section CD 3 or CD 4 or any other provision of this Act 
(other than the other subsections of this section and section 
CE 1 (IXa)) in respect of the cancellation,-

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

"(i) The dividend is exempt income under section 
CB 10; and 

"(ii) The person was not required by section NH 1 
to deduct from the dividend an amount by way of 
dividend withholding payment (which extent is to 
be calculated by deductmg from the dividend the 
amount which is equal to any dividend withholding 
payment (if any) required by section NH 2 (1) to he 
deducted multiplied by a fraction of which the 
numerator is 1 and the denominator is the basic 
rate of income tax for companies, expressed as a 
percentage, stated in clause 5 of Part A of 
Schedule 1 and applying in respect of the income 
year that is concurrent with the imputation year in 
which occurred the quarter in which the dividend 
was paid); and 

"(b) Any amounts derived by the person from the 
cancellation (as calculated subject to paragraph (a)) 
may be gross income of the person notwidistanding 
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that those amounts may be excluded from the 
meaning of the term 'dividends' by section CF 3.". 

(8) Section CF 2 (16XbXi) is replaced by: 
"(i) In any case where the person is a company 

which has exempt income under section CB lOin 
respect of the dividend, on the date falling 6 months 
after the end of the accounting period of the 
controlled foreign coml?any in respect of which the 
attributed repatriation IS calculated; and". 

SS. Exclusions from term "dividends"-(I) Section 
CF 3 (IXiaXiii) is replaced by: 

"(iii) The amount distributed is in respect of part 
of an amount deemed under section ME 33 to have 
been a dividend which a member of the board has 
included in ,gross income:". 

(2) Section CF 3 (I)(jXiii) is replaced by: 
"(iii) The amount distributed is in respect of part 

of an amount deemed under section ME 38 to have 
been a dividend which a shareholder of the 
cooperative company has included in gross 
income:". 

(3) Section CF 3 (4) is replaced by: 
"(4) Any distribution referred to in paragraph (i) or 

paragraph (ia) or paragraph m of subsection (I) shall, for the 
purposes of section BD 2 (2)(e), be deemed to be a return of 
ca ltal.". 

f4) Section CF 3 (7) and (8) are replaced by: 
"(7) Subject to subsections (8) to (10), the capital gain amount 

of a company, on or after I April 1988, is-
"(a) In respect of each realisation by the company of a 

capital asset, whether voluntarily or involuntarily, 
for an amount in excess of the cost to the company 
of the asset, where the amount received in respect 
of the realisation is not gross income of the 
company, an amount calculated in accordance with 
the following formula: 

"a- b 
"where-

"a is the amount realised on the asset's 
realisation; and 

"b is the cost to the company of the asset. 
"(b) In respect of each other instance in which the company 

has, in the opinion of the Commissioner, made a 
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capital gain, including a capital gain by way of gift, 
where no amount in respect of that capital gain is 
gross income of the company, the amount of the 
capital gain. 

"(8) Subject to subsection (9), where any asset of any 
company has been realised as part of, or su~ect to, any 
transactlon or series of related or connected trnnsactions 
between the company and any person related to the company, 
any amount arising from that realisation shall not constitute, 
for the purposes of subsection (7), a capital gain amount.". 

(5) Section CF 3 (10) is replaced by: 
"(10) Where a com~y has a capital gain amount under 

subsection (7), the capltal gain amount shall, for the purposes 
of subsection (l)(c), be reduced by any capital losses arising 
from the realisation of capital assets (other than a realisation to 
which subsection (8) applies) incurred in the income year in 
which the capital gain amount arose or in any subsequent 
income year or in any preceding income year that commences 
on or after 1 Apri11992 (those losses not being losses already 
taken into account in calculating capital gain amounts).". 

(6) In section CF 3 (11), "derived" is omitted. 

84. Amount of dividend includes credits and certain 
foreign tax-In section CF 6 (1), the portion before 
paragraph (a) is replaced by: 

"CF 6. (1) In Parts B, C, E, F, and LE, but subject to section 
LB 1, the term 'dividends' includes-". 

85. Attributed foreign income and foreign investment 
fund income included in gross income-Section CC 1 is 
replaced by: 

"CC 1. The gross income of any person includes
"(a) All attributed foreign income: 
"(b) All foreign investment fund income.". 

S6. Calculation and attribution of controlled foreign 
company repatriation-Section cc 8 (13) is replaced by: 

"( 13) Notwithstanding the time at which any person 
commences or ceases to be resident in New Zealand, any 
attributed repatriation of that person shall be deemed, for the 
purposes of section NH 1, to be derived while that person is 
resident in New Zealand.". 

87. Branch equivalent income calculation-(I) In 
section CC 11 (3), the portion before the proviso is replaced by: 
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"(3) The branch equivalent income or loss of the controlled 
foreign company for that period shall be calculated in the 
c1.UTency in which it prepares its financial accounts, or, if it 
does not prepare such accounts, in the c1.UTency of the country 
or territory in which the foreign company IS resident, and 
converted into New Zealand c1.UTency at the average of the 
close of trading spot exchange rates for the 15th of each 
complete month falling within that period:". 

(2) Section CC 11 (5Xb)(ii) is replaced by: 
"(ii) The adjusted base price, being, in the case of 

the issuer of a financial arrangement, the 
acquisition price of that financial arrangement 
together with all expenditure deemed to be 
inC1.UTed by the issuer less consideration paid by the 
issuer in relation to that financial arrangement for 
periods prior to that period, and, in the case of the 
holder of a financial arrangement, the acquisition 
price of that financial arrangement together with all 
gross income deemed to be derived by the holder 
fess consideration received by the holder in respect 
of that financial arrangement for periods prior to 
that period.". 

(3) Section CC 11 (7)(a) is replaced by: 
"(a) Sections CE 2 and CJ 3 to CJ 7; and". 
(4) In section CC 11 (9), the portion before paragraph (a) of 

the proviso is replaced by: 
"(9) Sections CB 10 and CZ 4 shall not apply and all 

dividends (not being attributed repatriation) derived by the 
controlled foreign company shall be gross income: 

Provided that dividends shall be exempt income if 
derived-" . 

(5) Section CC 11 (11) is replaced by: 
"(11) Section CD 1, CK 1, and CD 9 shall not include any 

amounts in gross income if those amounts would not be gross 
income but for the nature of activities undertaken by persons 
associated with the controlled foreign company where those 
persons are resident outside New Zealand.". 

(6) Section CC 11 (16) is replaced by: 
"( 16) The controlled foreign company shall be assumed not 

to be entitled to carry forward, under sections lE 1 and IF 1, to 
the accounting period net losses in respect of any previous 
accounting periOd.". 

(7) Section CC 11 (18) is replaced by: 
"(18) Where a controlled foreign company-
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"(a) Has derived an amOlmt from transferring to any other 
person the ability to utilise any fosses of that 
controlled foreign company for income tax 
purposes, that amount shall be gross income of the 
controlled foreign company; or 

"(b) Has made a payment to any other person resident in 
the same country or territory as the controlled 
foreign company in consideration for the transfer 
from the otber person to the controlled foreign 
company of the ability to utilise any losses of the 
other person for income tax purposes, and that 
payment is deductible under the taxation law of the 
country or territory in which the controlled foreign 
company is resident, the payment shall be allowed 
as a deduction to the controlled foreign company.". 

8B. What constitutes an interest in a foreign 
investment fund-Section CC 15 (2)(eXiii) is replaced by: 

"(iii) The exchange controls prevent the person 
from-

"(A) Deriving any amounts in respect of the 
interest in; or 

"(B) Disposing of the interest for,-
New Zealand currency or consideration readily 
convertible into New Zealand currency; or". 

89. Calculation of foreign investment fund income or 
loss-In section CC 16 (6), the portion after paragraph (b) is 
replaced by: 
"then, except to the extent to which section CC 22 applies 
with respect to the person and the interest, the person sfuill-

"(c) Not be treated as deriving any dividend or other gross 
income (other than foreign investment fund 
income) from that interest for the period; and 

"(d) Not be allowed any deduction with respect to any 
expenditure or loss (other than foreign investment 
fund loss) incurred as part or all of the cost of 
acquiring the whole or any part of the interest in 
the periOd; and 

"(e) Not treat the interest as trading stock in the period'
under or for the purposes of any provision of this Act.". 

40. Deemed rate of return method of calculation-In 
section CC 19 (5), the definition of quantity '1" is replaced by: 
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'J is the aggregate of all amounts which are foreign 
investment fWld income of the person with respect 
to the interest in the income year under section 
CC 22.". 

41. Taxation on distributions from foreign investment 
funds-Section CC 22 (IXd) is replaced by: 

"(d) The gain would have been a dividend or other gross 
income of the person had section CC 16 (6) not 
been enacted,-". 

42. Benefit from share option or purchase schemes
Section CH 2 (1) is replaced by: 

"CH 2. (1) 'Monetary remWleration' includes any benefit 
(determined in accordance with this section) conferred on any 
taxpayer in respect of, or in relation to, or in the course of, or 
by virtue of, the taxpayer's employment or service, or future 
employment or service, Wlder any agreement, entered into on 
or after 19 July 1968, to sell or issue shares in any company to 
the taxpayer.' . 

48. Monetary remuneration-After section CH 2, the 
following is added: 

"CH 3. All monetary remWleration derived by a person is 
. " gross mcome. . 

44. Meaning of "fringe benefit"-(l) Section Cl 1 (1) is 
replaced by: 

"(1) Any benefit by way of the provision of services to a 
superannuation fund to the extent that the 
Commissioner is satisfied that the expenditure 
incurred in providing those services would have 
been an allowable deduction of the superannuation 
fund if that expenditure had been incurred by the 

. fi d" superannuation un : . 
(2) In section Cl 1 (0), the portion before subparagraph (v) is 

replaced by: 
"(0) Any benefit to the extent to which

"(i) It is-
"(A) Monetary remWleration to which section 

CH lA applies; or 
"(B) Otherwise included or to be included in the 

gross income of the employee: 
"(ii) It is exempt income of the employee, not 

being-
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U(A) An allowance that, or such part of an 
allowance as, is exempt income under 
section CB 12 (1) where and to the extent 
that the allowance or, as the case may be, 
the part of the allowance, was provided by 
the employer of the employee to enable 
the employee to provide a benefit to any 
person other than the employee: 

U(B) A payment by an employer of any life 
insurance premium on any policy of life 
insurance that is excluded from the 
definition of 'expenditure on account of 
an employee' by reason of the application 
of the provisions of any of 
subparagraphs (i), (ii), and (iii) of 
paragraph (b) of that definition: 

U(iii) If it had been provided by means of a cash 
payment, it would have been exempt income of the 
employee (other than interest and other than 
diVIdends), not being an allowance that, or such part 
of an allowance as, IS exempt income under section 
CB 12 (1) where and to the extent that the 
allowance or, as the case may be, the part of the 
allowance, was provided by the employer of the 
employee to enable the employee to provide a 
benefit to any person other than the employee: 

U(iv) It removes a need which would otherwise 
exist for the employer of the employee to pay to 
the employee an allowance, being an allowance 
that, the Commissioner is satisfied, would, had it so 
been paid,-

U(A) Have been exempt income under section 
CB 12 (1); and 

"(B) Have been paid otherwise than to enable the 
employee to provide a benefit to any 
person other than the employee:". 

45. Interpretation of Fringe Benefit Tax Rules-In 
section Cl 2 (2), "section BB 7" is replaced by "section 
BD 2 (I)". 

46. Value of fringe benefit-(I) Section Cl 3 (2Xb) is 
replaced by: 

U(b) Where appropriate having regard to the nature of the 
loan, the amount of gross income, if any, that 
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would have accrued to the benefit of the employer 
in that same period if the gross income accruing 
from that loan, being a financial arrangement, were 
calculated using the yield to maturity method.". 

(2) Section Cl 3 (3Xc) is replaced by: 
"(c) The amount of salary or wages or extra emolument or 

dividends or interest IS gross income of the 
employee derived in that income year or any 
previous year; and". 

(3) In section Cl 3 (5), the portion before paragraph (a) is 
replaced by: 

"(5) Where the amount derived by an employee and applied 
in repayment of an employment related loan-". 

47. Application of other provisions to fringe benefit 
tax-Section Cl 8 is replaced by: 

"Cl 8. Subject to the FBT rules, the other provisions of this 
Act and of the Tax Administration Act 1994, so far as they are 
applicable and with any necessary modifications, shall apply 
with respect to fringe benefit tax as if it were income tax 
imposed under section BB 1, and as if every reference to a year 
of assessment were a reference to a quarter or (where fringe 
benefit tax is payable on an income year basis under section 
ND 4) an income year; but nothing in the FBT rules shall be so 
construed as to include fringe benefit tax in the expressions 
,. '" c: th f mcome tax or tax lor e purposes 0 ,-

"(a) The provisions listed in section OZ 1 (3Xa) to (0); or 
"(b) Sections 121 and 122 of the Tax Administration Act 

1994.". 

48. Application of fringe benefit tax provisions
Section Cl 9 is repealed. 

49. Income from minerals, timber, or 8ax-(1) Section 
C] 1 (1) is replaced by: 

"C] 1. (1) The gross income of any person shall include any 
amount (including an amount deemed to have been realised 
under section FB 4 or section CD 1 or section CD 2) derived in 
any income year from-

"(a) The extraction, removal, or sale or other disposition of 
any minerals, flax, or timber; or 

"(b) The sale or other disposition of any right to take 
timber,-
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whether by the owner of the land from or on which the 
minerals, flax, or timber are obtained or situated or by any 
other person.". 

(2) Section C] 1 (2)(e) is replaced by: 
"(e) The amount so determined by the Commissioner (or, 

where appropriate, the amount determined under 
section FB 4 or section GD 1 or section GD 2) shall 
be deemed to be the consideration paid for the 
timber and that amount shall be treated as-

"(i) Gross income of the person selling or 
otherwise disposing of the land; and 

"(ii) The cost of the timber to the person 
acquiring the land.". 

50. Income derived from films-Section CJ 2 is replaced 
by: 
. "GJ 2. (1) All ~come f!om a film derived by a taxpayer who 
IS a film owner IS gross mcome. 

"(2) In this section, 'income from a film', in relation to a film 
owner and to any film, means any amount derived by the film 
owner from the sale, use, rental, or other exploitation of the 
film; and includes-

"(a) Any amount received or receivable by the film owner 
for the use of, or the right to use, the film or any 
right or interest in a riglit in the film; and 

"(b) Any amount received or receivable by the film owner 
for the granting of any licence in respect of any 
future right in the film; and 

"(c) Any amount received or receivable by the film owner in 
respect of the disposal of the whole or any part of 
any right or interest in any right in the filni, or in 
respect of the assignment of any right or any 
interest in any right, or in resJ>ect of the assignment 
of any rig-ht to derive income from the use of such a 
right or mterest.". 

51. Consideration for damaged permit specific 
petroleum asset-Section C] 5 is replaced by: 

"C] 5. Any consideration for damage to a permit specific 
asset shall be gross income.". 

52. Group companies-Section CK 1 is replaced by: 
"CK 1. Where-
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"(a) Two or more companies are members of the same 
wholly-owned group of companies for any income 
year; and 

"(b) Any amount derived in that income year by any 
company in the group would not, but for this 
section, be gross income of that company but, if the 
wholly-owned group of comparues were one 
company, woulcfhave been gross income of the last
mentioned company,-

that amount shall be deemed to be gross income of the first
mentioned company.". 

53. Enel]D" trading operators-(l) In section CK 2, the 
portion before paragraph (b)(i) is replaced by: 

"CK 2. The gross income of an energy trading operator shall 
be deemed-

"(a) To include (subject to paragraph (b)) investment income 
derived by the specified local authority that, in its 
capacity as a supplier of energy, is the energy 
trading operator from funds that-

"(i) Have arisen from the activities of the energy 
trading operator, whether before or after the 
commencement of this section; or 

"(ii) Have been taken into account in calculating 
net income of the energy trading operator: 

"(b) Not to include investment income derived by the 
specified local authority that, in its capacity as a 
supplier of energy, is the energy trading operator 
from funds that -". 

(2) Section CK 2 (bXii) is replaced by: 
"(ii) Have been taken into account in calculating 

the net income of the energy trading operator-". 
(3) Section CK 2 (d) is replaced by: 
"(d) Not to include any rate levied on occupiers of land as 

such by an energy supply authority or a specified 
local authority, being a rate levied for any purposes 
relating to the supply of energy, except to the 
extent that the rate is levied to meet any 
expenditure or loss incurred by the energy supply 
authority or, as the case may be, the company that, 
in relation to the specified local authority, is an 
energy trading operator, that is allowed as a 
deduction to the energy supply authority or the 

" company .. 
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54. Primary producer co-operative companies-In 
section CK. 3 (2), the portion after para~ph (b) is replaced by: 
"so much of the excess as the ComIDlSsioner considers to be 
attributable to any increase in the value of the assets of the 
company caused by the application or appropriation by the 
company of any deduction aIlowed under section 200 (4) of the 
Income Tax Act 1976 (as so previously in force) is W-0ss income 
derived by that shareholder in that income year .. 

55. Crown research institutes-Section CK 4 (1) is 
replaced by: 

"CK 4. (1) Any payment received by a Crown Research 
Institute for the purpose of producing public good science 
outputs within the meaning of section 2 of the Foundation for 
Research, Science, and Technology Act 1990 is gross income.". 

56. Employer superannuation contributions not to be 
gross income of superannuation scheme trustee-Section 
CL 1 is replaced by: 

"CL 1. No employer superannuation contribution is gross 
income of the trustees of the superannuation scheme to whom 
that employer superannuation contribution is made.". 

57. Trustee income-Section CL 2 is replaced by: 
"CL 2. Where any funds of a superannuation fund are 

invested in a policy of life insW'3.Ilce ISsued in New Zealand, 
any payment in respect of that policy derived by the trustee of 
the fund is not gross income of the trustee.". 

58. Assessable income of life insurers-Section CM 1 is 
repealed. 

59. Exclusions from life insurer's gross income
Section CM 3 is replaced by: 

"CM 3. The following amounts are not gross income of a life 
insurer-

"(a) Any premium derived b}" the life insurer from carrying 
on the business of life insurance; or 

"(b) Any claim with respect to any policy of life 
reinsurance." . 

60. Adjustment for superannuation policies in respect 
of property acquired before 1 April1988-Section CM 4 is 
repealed. 
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61. Mortality profit included in gross income-(I) In 
section CM 5 (1), the portion before the formula is replaced by: 

"CM 5. (1) The gross income of a life insurer for any income 
year includes the mortality profit derived by the life insurer in 
that income year from the business of providing life insurance, 
which profit shall, subject to this section, be deemed to be 
equal to the amount (where that amount is a positive amount) 
calculated by aggregating, with respect to each life insured 
under each policy of life insurance in existence at the 
beginning of that income year for which the life insurer is the 
insurer, the amount calculated in accordance with the 
following formula:". 

(2) In section CM 5 (1), paragraph (a)(ii) of the definition of 
quantity "sI" is replaced by: 

"(ii) During a previous income year (being the 
1990-91 or any subsequent income year), and the 
amount of the claim payable has not been included 
in this item in calculatmg the mortality result for 
any such previous income year,-". 

(3) In section CM 5 (3), the portion before paragraph (a) is 
replaced by: 

"(3) In any case where a life insurer commences during any 
income year to carry on a business of providing life insurance, 
for the purposes of calculating the mortality result of the life 
insurer for that income year-". 

(4) In section CM 5 (5), the portion before paragraph (a) is 
replaced by: 

"(5) In respect of any income year and any life insured 
under a policy, the mortality result shall never be less than 
zero, except in any case where-". 

62. Premium loading included in gross income-In 
section CM 6 (1), the portion before paragraph (a) is replaced 
by: 

"CM 6. (1) The gross income of a life insurer includes the 
premium loading derived by the life insurer in any income 
year from the business of providing life insurance, which 
loading shall, subject to this section, be deemed to be equal to 
the amount calculated by aggregating, with respect to each life 
insured under each policy of life insurance in existence at the 
beginning of that income year for which the life insurer is the 
insurer, the amount calculated-". 
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63. Discontinuance profit included in gross income
In section CM 7 (1), the portion before paragraph (a) is 
replaced by: 

"CM 7. (1) The gross income of a life insurer includes the 
discontinuance profit derived by the life insurer in any income 
year from the business of providing life insurance, which profit 
shall, subject to this sectton, be deemed to be equal to the 
amount calculated by aggregating, with respect to each policy 
of life insurance that was in existence at any time during that 
income year as a policy for which the life insurer was the 
insurer ,-". 

64. Calculation of actuarial reserves-( I) Section CM 8 
(2XcXi) is replaced by: 

"(i) The specific interest, mortality, and other 
assumptions and bases of calculation applied in 
calculating the life insurer's mortality result, 
premium loading, discontinuance profit, 
policyholder income or policyholder net loss for 
tha . d" t mcome year; an . 

(2) Section CM 8 (3) is replaced by: 
"(3) The Commissioner may seek the advice of the 

Government Actuary or any other actuary with respect to 
interest, mortality, and other assumptions and bases of 
calculation used for the purposes of thiS section, or of section 
CM 13 (IXd), and the Commissioner may, whether or not the 
Commissioner has sought or obtained such advice, make 
assessments of the taxable income and the income tax liability 
of, and the terminal tax payable by, a life insurer and any 
income year on the basis of interest, mortality, and other 
assumptions and bases of calculation different from those used 
by the actuary acting on behalf of the life insurer.". 

65. No double deductions-Section CM 9 is repealed. 

66. Sales or disposals of property-Section CM 10 IS 

replaced by: 
"CM 10. (I) Subject to subsection (2), any amounts derived 

by a life insurer on the sale or other disposal of any property of 
the life insurer's life insurance business are gross income 
including, in the case of property which is a financial 
arrangement to which the accruals rules would apply but for 
the application of paragraphs (a), (b), and (d) of section EH 9, 
any amounts receIved by the life insurer at any time after 
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1 April 1982 as repayment or partial repayment of that 
finari.cia1 arrangement. 

"(2) Subsection (1) shall not apply to ascenain the amount of 
g:r:oss income derived in the case of any sale or other disposal 
of property which is a financial arrangement.". 

67. Certain property not trading stock-Section CM 11 
is repealed. 

68. Full reinsurance-In section CM 12, the ponion after 
r.aragraph (b) is replaced by: 
'the life insurer shall be deemed for the purposes of this Act in 

respect of that income year not to carry on the business of 
providing life insurance; and the following amounts shall not, if 
?erived ill that income year, be gross income of the life 
msurer-

"(c) Any premium receivable by the life insurer from 
carrying on the business of life insurance; or 

"(d) Any claim with respect to any policy of life reinsurance 
that is receivaole by the life insurer.". 

69. Policyholder base income or loss-( 1) In section 
CM 15 (1), the ponion before the fonnula is replaced by: 

"CM 15. (1) A life insurer must perfonn the followin~ 
policyholder base calculation in respect of each income year:' . 

(2) In section CM 15 (1), the definition of quantity "u" is 
replaced by: 

"u is the underwriting result of the life insurer in that 
income year from that business; and". 

(3) Section CM 15 (2), (3) and (4) are replaced by: 
"(2) If the result of the policyholder base calculation-
"(a) Is positive, an amount equal to that result is policyholder 

income and is deemed to be derived by the life 
insurer in that year; 

"(b) Is negative, an amount equal to that result is a 
policyholder net loss of the life insurer for that year. 

"(3) Any policyholder income is deemed to be gross income. 
"(4) A policyholder net loss for an income year is to be dealt 

with exclusively under sections 11 1 and 11 2.". 

70. Non-resident life insurer issuing policies in New 
Zealand-(I) In section CM 16, the ponion before 
paragraph (a) is replaced by: 

"CM 16. Where a life insurer not resident in New Zealand is 
in any income year the insurer under policies of life insurance 
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offered or entered into in New Zealand (whether or not 
executed in New Zealand and whether or not the life insurer 
has a fixed establishment or agent in New Zealand), in 
performing under section CM 15 the policyholder base 
Calculation for that income year,-". 

(2) In section CM 16 (b), "section BB 3" is replaced by 
"section OE 4". 

71. Partial reinsurance-In section CM 1 7 (1), the portion 
before the fonnula is replaced by: 

"CM 1 7. (1) Where any life insurer is the holder of policies of 
life reinsurance offered or entered into in New Zealand 
(whether or not executed in New Zealand and whether or not 
the insurer under the policy of life reinsurance is resident in 
New Zealand, has a fixed establishment in New Zealand, or has 
an agent in New Zealand), in performing under section CM 15 
the policyholder base calculation for that income year, there 
shall be deducted from the amount of item p of the fonnula 
set out in subsection (1) of that section an amount calculated in 
accordance with the following fonnula:". 

72. Transfer of life insurance business-After section 
CM 1 7 the following is added: 

"CM 18. (1) Where in any income year there is a transfer of 
a life insurance business to which this subsection applies, the 
transferor and transferee shall perfonn the policyholder base 
calculation for that income year under sectton CM 15 (1) as 
if-

"(a) In respect of the transferor, for item vI in that fonnula 
there were substituted the following item: 

"v 1 is the aggregate of the actuarial reserves of 
the life insurer in respect of all policies of life 
insurance for which the life insurer was the 
insurer immediately before the transfer; and 

"(b) In respect of the transferee, for item vO in that fonnula 
there were substituted the following item: 

"vO is the aggregate of the actuarial reserves of 
the life insurer in respect of all policies of life 
insurance for which the life insurer was the 
insurer immediately after the transfer. 

"(2) Subsection (1) applies to a transfer of life insurance 
business where-

"(a) The transferor and the transferee in the year of transfer 
are members of the same wholly-owned group of 
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companies (whether or not resident in New 
Zealand); and 

"(b) All of the life insurance business of the transferor is 
transferred to the transferee or, if the transferor is 
not resident in New Zealand, all of the policies of 
life insurance offered or entered into in New 
Zealand that are held by the transferor are 
transferred to the transferee; and 

"(c) The Commissioner receives confirmation from the 
Government Actuary that-

"(i) The life insurance business being transferred 
comprises all of the life insurance business (or all of 
the New Zealand life insurance business, where 
appropriate) of the transferor; and 

"(ii) No policyholder will be unduly disadvantaged 
as a result of the transfer; and 

"(d) The Commissioner is satisfied that the transfer is being 
undertaken for genuine commercial reasons and 
that no undue tax advantage to either the 
transferor or the transferee will arise as a result of 
the transfer.". 

78. Carriage by sea outside New Zealand of 
merchandise, goods, livestock, mails, or passen~rs 
shipped or embark.ed in New Zealand-Section CN 1 (1) is 
repIa.ced by: 

"CN 1. (1) Notwithstanding anything in this Act, where a 
ship belonging to or chartered by any person, being resident in 
a country or territory outside New Zealand and not being 
resident in New Zealand, carries outside New Zealand 
merchandise, goods, livestock, mails, or passengers shipped or 
embarked in New Zealand, 50/0 of the gross amount paid or 
payable to that person in respect of that carriage, whether that 
amount is payable in or outSIde New Zealand, shall be deemed 
to be gross income derived by that person from New Zealand. 

"(lA) No deduction is allowed to the person to whom this 
section applies for any expenditure or loss incurred by or 
allowance available in respect of the gross income deemed to 
be derived under subsection (1).". 

74. Non-resident film renters-(1) In section CN 2 (1), the 
proviso is replaced by: 

"Provided that this section shall not apply to any such 
person in any case where the Commissioner IS satisfied that 
the gross income from renting films is a minor and relatively 



1996, No. 67 Taxation (Core Pruvisions) 1647 

insignificant pan of the gross income of that person from any 
busIness." . 

(2) Section eN 2 (2) and (3) are replaced by: 
"(2) Notwithstanding anything in this Act, every person to 

whom this section applies who derives income from renting 
films in any income year shall be deemed to have derived from 
that activity in that Income year gross income equal to 1 0% of 
the gross rents receivable by that person or by any other 
person in that income year in respect of that activity carried on 
by that person. 

"(2A) No deduction is allowed to a taxpayer for any 
expenditure or loss incurred in respect of gross income 
deemed to be derived under subsection (2). 

"(2B) No allowance is available to a taxpayer in res,eect of 
gross income deemed to be derived under subsection (2). 

"( 3) The gross income from renting films of any person to 
whom this section applies shall be gross income only to the 
extent provided in this section, and, in determining net income 
unrelated to the renting of films derived by any such person, 
no regard shall be had to the gross income from renting films 
or to any expenditure or loss incurred in connection with that 
income from renting films.". 

75. Non-resident life insurer issuing policies in New 
Zealand-( 1) Section eN 3 (1) is replaced by: 

"eN 3. (1) Where any life insurer not resident in New 
Zealand carries on a business of ~roviding life insurance in any 
income year, to the extent to which that business consists of or 
relates to anyone or more policies of life insurance for which 
that life insurer is the insurer which were offered or entered 
into in New Zealand (whether or not executed in New Zealand 
and whether or not the life insurer has a fixed establishment in 
New Zealand or has an agent in New Zealand) the life insurer's 
gross income from life insurance is determined as if the 
business consists of or relates to anyone or more policies of life 
insurance for which the life insurer is the insurer being policies 
offered or entered into in New Zealand (whether or not 
executed in New Zealand and whether or not the life insurer 
has a fixed establishment or agent in New Zealand). 

"(lA) For the purposes of section OE 4, the gross income 
from life insurance of a non-resident life insurer determined 
under subsection (1) is deemed to be derived from New 
Zealand.". 

(2) In section eN 3 (2), the portion before paragraph (aXii) is 
replaced by: 
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"(2) To the extent to which that life insurer not resident in 
New Zealand derives in that income year-

"(a) AmOlmts of gross income from New Zealand other than 
the amount of-

"(i) Any gross income from life insurance; and". 
(3) In section CN 3 (2), the portion after paragraph (b) is 

replaced by: 
"the life insurer shall calculate its taxable income as if it were 
not a person carryin9, on a business of providing life insurance 
in that income year. '. 

76. Insurance with persons not carrying on business in 
New Zealand-{I) In section eN 4 (I), the portion after 
r.aragraph (c) is replaced by: 
'the insurer shall be deemed to have derived from that 

premium gross income equal to 10% of the gross amount of 
the premium.". 

(2) Section CN 4 (2) is replaced by: 
"(2) No deduction is allowed to the insurer for any 

expenditure or loss incurred or allowance available in respect 
of the gross income deemed to be derived under subsection (1) 
including in particular but without limitation any amount 
claimable under the contract of insurance by the insured 

" person .. 

77. R.esident insurance underwriters-Section CN 5 (1) is 
replaced by: 

"CN 5. (1) Notwithstanding anything in this Act, with 
respect to the income of an underwriter carrying on the 
business of insurance, the gross income of the underwriter 
shall not include fOSS income derived from insurance business 
carried on out 0 New Zealand to the extent that the gross 
income so derived consist of income other than income of the 
kinds referred to in any of paragraphs (e), (f), (g), (h), (1), (m), 
and (n) of section OE 4 (1).' . 

78. Gains and losses due to exchange variations in 
respect of repayment of 10ans-(I) Section CZ 1 (2) is 
replaced by: 

"(2) Notwithstanding anything in this Act, where in any 
income year an exchange variation arises in respect of the 
repayment, in whole or in part, of any loan made to any 
taxpayer carrying on business in New Zealand for the purposes 
of the taxpayer's business in New Zealand or by any taxpayer 
in the course of carrying on business in New Zealand, and the 
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Commissioner is satisfied that any profit is derived or loss is 
incurred by that taxpayer in respect of that exchange 
variation, the amount of that profit is gross income and the 
amount of that loss is an allowable deduction.". 

(2) Section CZ 1 (3Xb) is replaced by: 
"(b) The amount of any gross income which the taxpayer 

has derived shall not be less than the amount of the 
gross income which that taxpayer would, in the 
opinion of the Commissioner, have derived-". 

79. Application provision in respect of income from 
certain money lent or redemption payments-Section CZ 
2 (a) and (b) are replaced by: 

"(a) Interest, derived from money lent under a binding 
contract entered into on or after 29 July 1983; and 

"(b) A redemption :eayment made in respect of a 
commercial bill issued (within the meaning of the 
Bills of Exchange Act 1908) on or after 29 July 
1983, not being a commercial bill issued under a 
binding contract entered into before that date.". 

80. Insurance companies other than life insurance 
companies-(1) Section CZ 6 (c)(vi) is replaced by: 

"(vi) Any amount payable by the company with 
respect to a claim under the contract and the period 
of risk shall be allowed as a deduction to the 
company where, and only where, the event giving 
rise to the claim occurs after the transition time; 
and". 

(2) Section CZ 6 (d)(iv) is replaced by: 
"(iv) An amount in respect of the premium 

payable by the company out of New Zealand, 
determined under subparagraph (v), shall be 
allowed as a deduction; and". 

(3) In section CZ 6 (d)(v), the portion before the formula is 
replaced by: 

"(v) The amount so allowed as a deduction shall 
be calculated in accordance with the following 
formula:" . 

Amendments to Part D 

81. Certain deductions not allowed-In section DB 1 (1), 
the portion before paragraph (a) is replaced by: 



1650 Taxation (Core Provisions) 1996, No. 67 

"DB 1. (1) Except as expressly provided in this Act, no 
deduction is allowed to a person In respect of any of the 
following sums or matters:". 

82. Government grants to businesses-Section DC 1 (2) 
and (3) are replaced by: 

"(2) Where, and to the extent that, in any income year, a 
grant is made to any taxpayer in respect of expenditure 
incurred by the taxpayer (not being expenditure of any of the 
kinds referred to in subsection (3)) that is allowed as a 
deduction under this Act, the amount of the deduction 
otherwise allowed, in respect of that expenditure shall be 
reduced by the amount of that grant, and the amount of that 
grant shall be deemed not to be gross income of that taxpayer. 

"(3) Where, and to the extent that, a grant is made to any 
taxpayer in respect of expenditure incurred by that taxpayer 
in the acquisition, construction, installation, or extension of 
any asset (being an asset in respect of which a deduction for 
depreciation is allowed under this Act), the amount of that 
expenditure shall, for the purposes of determining the amount 
of any deduction allowed In respect of the depreCIation of that 
asset, be deemed to be reduced by the amount of that grant, 
and the amount of that want shall be deemed not to be gross 
income of the taxpayer .. 

85. Specified suspensory loans-Section DC 2 (1) is 
replacea by: 

"DC 2. (1) Subject to this section, where any taxpayer has 
been granted a specified suspensory loan in relation to the 
business of the taxpayer and the liability of the taxpayer in 
respect of that loan is remitted, in whole or in part, the 
amount remitted shall be deemed to be gross income of the 
taxpayer derived equally in 3 income years, being the income 
year in which that amount is remitted and the next 2 
succeeding income years: 

Provided that the taxpayer may, if the taxpayer elects by 
notice in accordance with subsecuon (3) (which election shall, 
su~ect to subsection (4), be irrevocable) be entitled to allocate 
the whole or any pat! of that amount which is deemed to be 
gross income denved by the taxpayer in either of those 2 
succeeding income years to be gross income derived by the 
taxpayer m any earlier income year, being one of those 3 . " mcome years. . 
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84. Certain deductions not a1lowed-rents, interest, 
and premises-(I) In section DD 1, the portion before 
paragraph (bXiii) is replaced by: 

"DD 1. Except as expressly provided in this Act, no 
deduction is allowed to a taxpayer in respect of any of the 
following sums or matters: 

"(a) Rent of any dwelling house or domestic offices, save 
that, so far as any such dwelling house or offices are 
used in the derivation of tIle taxpayer's gross 
income, the Commissioner may allow a deduction 
to a taxpayer of such pro?Ortion of the rent as the 
Commissioner may think Just and reasonable: 

"(b) Interest (not being interest of any of the kinds referred 
to in section DB 1 (1)(e) and not being interest to 
which section LF 7 applies to prohibit a deduction), 
except so far as the Commissioner is satisfied that-

"(i) It is payable in deriving the taxpayer's gross 
mcome; or 

"(ii) It is necessarily payable in carrying on a 
business for the r,urpose of deriving the taxpayer's 
gross income; or '. 

(2) Section DD 1 (c) is replaced by: 
"(c) Any loss incurred on the demolition or destruction of 

any premises (other than a temporary building).". 

85. Testamentary annuities charged on property-In 
section DD 2 (1), the portion before the provisos lS replaced by: 

"DD 2. (1) Notwithstanding anything in this Act, where 
property has been devised or oequeathed by will subject to the 
payment of an annuity or has been made subject to the 
payment of an annuity by an order of the Court under the 
FaInily Protection Act 1955 or by a deed of family 
arrangement, and that property or any property substituted 
for it bas been transferred to a benefiCIary and that property 
so transferred or any property substituted for it by the 
beneficiary is charged with payment of the annuity or any part 
of the annuity, any amount paid in any income year on 
account of that annuity by the owner of that property or 
substituted property shall be allowed as a deduction to the 
owner in that income year to the extent of the amount that 
would but for this subsection be the net income of the owner 
in the income year if the owner's only woss income were from 
that property or substituted property: . 
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86. Deduction for interest where funds borrowed to 
purchase shares in amalgamating company-Section 
DD 3 is replaced by: 

"DD 3. Where-
"(a) An amalgamating company ceases to exist on a 

quaJ.iIying amalgamation; and 
"(b) Another company has borrowed money to acquire 

shares in the amalgamating company; and 
"(c) The amalgamating company and the other company 

were members of the same group of companies 
immediately before the amalgamation,-

interest payable, in the income year in which the 
amalgamation takes place or subsequendy, on the money 
borrowed will be allowed as a deduction to the other 

" company .. 

87. Depreciation for asset used in employment
Section DE 1 is replaced by: 

"DE 1. Notwithstanding anything in section EG 1, no 
deduction is allowed to a taxpayer in respect of the 
depreciation of any asset to the extent to which it is used in 
deriving income from employment.". 

88. Certain deductions not allowed-superannuation 
contributions, bonuses, retiring allowances, etc.-In 
section DF 1, the portion before paragraph (a) is replaced by: 

"DF 1. Except as expressly provided in this Act, no 
deduction is allowed to a taxpayer in respect of the following 
sums or matters:". 

89. Contributions to employees' benefit funds-In 
section DF 2 (1), the portion before the proviso is replaced by: 

"DF 2. (1) The Commissioner may allow a deduction to an 
employer of any amount set aside or paid by the employer as 
or to a fund (not being a superannuation scheme) to provide 
individual personal benefits to employees of that employer:". 

90. Contributions to employees' superannuation 
schemes-Section DF 3 (1) is replaced by: 

"DF 3. (1) Subject to subsections (2) to (4) of this section and 
to sections BD 2 (IXbXi) and (ii) and EO 1, a deduction shall be 
allowed to a person in respect of any employer superannuation 
contribution made by that person in that income year; and 
except as provided in section EO 1 any such contribution shall 
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be deemed to be expenditure incurred at the time when the 
contribution is made.". 

91. Pensions payable to former emrloyees-In section 
OF 4 (1), the portion before paragraph (a is replaced by: 

"DF 4. (1) Subject to this section, the Commissioner may, in 
any income year, allow a deduction to a taxpayer who carries 
on a business in respect of any amount (being an amount that 
is not allowed as a deduction otherwise than under this section 
and which is, in the opinion of the Commissioner, reasonable 
in the particular circumstances of the case) paid by the 
taxpayer in that income year by way of a pension to any 
fonner employee of the taxpayer in that busmess, or to the 
surviving spouse of any such employee, in consideration of the 
past services of that employee in that business of the taxpayer, 
where subject to section FF 1 7 the Commissioner is satisfied 
that:". 

92. R.etiring allowances payable to employees-Section 
OF 5 (1) is replaced by: 

"DF 5. (1) The Commissioner may, in any income year, 
allow a deduction to a taxpayer who carries on a business in 
respect of the amount of any payment (being a payment which 
is not allowed as a deduction otherwise than under this section) 
made in a lump sum by the taxpayer in that income year by 
way of a bonus, gratuity or retiring allowance to any employee 
of that business on the occasion of the retirement of that 
employee.". 

98. Payments to employees or former employees while 
on naval, military, or air service-In section DF 6 (1), the 
portion before the proviso is replaced by: 

"OF 6. (1) The Commissioner may allow as a deduction to 
an employer any money paid by that employer to any serving 
employee, which is not allowed as a deduction otherwise than 
under this section, if the Commissioner is satisfied that the 
payment or payments have been made for the purpose of 
supplementing the income of the serving employee, or were in 
any manner induced by or due to the employment or former 
employment of the serving employee by the employer, or 
were otherwise directly or indirectly connected with or related 
to that employment or former employment:". 
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94. Notional interest on loans made to employees 
under employee share purchase scheme-In section 
DF 7 (1), the portion before paragraph (a) is replaced by: 

"DF 7. (1) Notwithstanding anything in this Act, where in 
any income year there has been provided, or there has 
continued to be provided, under any employee share purchase 
scheme, financial assistance, whether directly or indirectly, by 
means of an interest free loan to any employee, the employing 
company in that income year is allowed a deduction of an 
amount egual to the amount of interest that would have 
been payaole by the employing company for that income year 
if-". 

95. Payments to partners for services performed for 
the partnership-In section DF 8 (1), "section BB 7 (b)" is 
replaced by "section BD 2 (IXbXii)". 

96. Limitation on deduction for expenditure on 
specified types of entertainment-Section DC 1 (1), (2) and 
the portion of section DC 1 (3) before paragraph (b) are 
replaced by: 

"DC 1. (1) This section and Schedule 6A are intended to limit 
the amount of the deduction allowed for expenditure or loss 
incurred on certain types of entertaimnent, being 
entertaimnent that generally involves a significant element of 
private benefit, to 50% of that expenditure or loss (but subject 
always to the express provisions of this section and 
Schedule 6A). 

"(2) If a taxpayer incurs expenditure or loss on a type of 
entertainment or benefit (whether consumed or enjoyed by the 
taxpayer or by anyone else) specified in Part A of Schedule 6A 
then, unless and to the extent that the entertainment or 
benefit is specified as excluded entertainment in Part B of that 
Schedule, the deduction allowed for that expenditure or loss 
will be limited to 50% of the amount that would be allowed as 
a deduction but for this section. 

"( 3 ) For the purposes of this section-
"(a) A taxpayer will be treated as incurring expenditure on a 

specified type of entertainment to the extent that 
the taxpayer pays an allowance for, or reimburses 
an employee's expenditure on, the specified type of 
entertainment and the allowance or reimbursement 
is exempt income under section CB 12:". 
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97. Deductions for motor vehicle expenses-( 1) Section 
DH 1 (1) is replaced by: 

"DH 1. (1) Except as provided in this section, no deduction is 
allowed in relation to expenditure incurred by a taxpayer in 
respect of or in relation to a motor vehicle used in deriving 
gross income of a taxpayer.". 

(2) Section DH 1 (2)(a)(i) is replaced by: 
"(i) The deriving of gross income; or". 

98. Allowable deductions of building societies-In 
section DI 1 (1), the portion before paragrapn (a) is replaced 
by: 

"DI 1. (1) Subject to this section the Commissioner shall 
allow a deduction to a building society in any income year 
for-". 

99. Deduction to Maori authorities for donations to 
Maori associations-Section DI 2 is replaced by: 

"DI 2. The Commissioner may allow a deduction to a Maori 
authority for any donation made by the Maori authority to any 
Maori association within the meaning of the Maori 
Community Development Act 1962 for the purposes of that 
Act: 

Provided that the amount allowed as a deduction under this 
section to any Maori authority in respect of any income year 
shall not exceed 5% of the amount that would be net income 
of the Maori authority in that year in the absence of this 
section. " . 

100. Expenditure incurred by superannuation funds
Section DI 3 is replaced by: 

"DI 3. (1) Subject to this Act, a deduction is allowed to a 
trustee of a superannuation fund for expenditure incurred by 
the superannuation fund to the extent to which it is incurred in 
respect of developing, marketing, selling, promoting and 
advertising for members to the fund, not being-

"(a) Expenditure incurred in acquiring any plant, machinery, 
equipment, land or building; or 

"(b) Expenditure which is not gross income of the recipient. 
"(2) Notwithstanding any other provision of this Act, where 

in respect of any income year-
"(a) Any funds of a superannuation fund (in this section 

referred to as the 'first superannuation fund') are 
invested in whole or in part in another 
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superannuation fund (in this section referred to as 
the 'second superannuation fund'); and 

"(b) The first superannuation fund has incurred expenditure 
in res~ct of developing, marketing, selling, 
promotIng or advertising for members to the fund, 
or in respect of management of the fund, not being 
expenditure incurred in acquiring any plant, 
machinery, equipment, land, building, or 
expenditure which is not gross income in the hands 
of the recipient,-

that expenditure may, if and to the extent to which the first 
superannuation fund elects by notice in writing given to the 
Commissioner within the time within which that fund is 
required to furnish a return of its income for that income year, 
or within such further time as the Commissioner may allow, be 
treated as if it were expenditure incurred by the second 
superannuation fund in deriving gross income, and for this 
PUT?se-

"(c) The expenditure shall be treated as if it were incurred 
by the second superannuation fund on the day on 
which it was incurred by the first superannuation 
fund; and 

"(d) That expenditure shall be allowed as a deduction to the 
second superannuation fund to the extent that it 
does not exceed the following amount: 

"a - b 
"where-

"a is the amount that would, in the absence of 
this section, be the second superannuation 
fund's taxable income for the year in which 
the expenditure was incurred; and 

"b is the sum of any amounts of non-resident 
withholdinJ? income of any of the kinds to 
which secOon NG 4 applies derived by the 
second superannuation fund in the year in 
which the expenditure was incurred; and 

"(e) The amount of the expenditure so allowed as a 
deduction to the second su~erannuation fund shall 
be deemed not to be mcurred by the first 
superannuation fund.". 

10l. New sections added-After section DI 3, the 
following are added: 

"DI 4. Group companies-Where-
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"(a) Two or more companies are members of the same 
wholly-owned group of companies for any income 
year; and 

"(b) Any company in the group derives gross income under 
section CK 1; and 

"(c) Any expenditure incurred in that income year by that 
company in deriving that gross income would not, 
but for this section, be an allowable deduction to 
that company but, if the wholly-owned group of 
comJ>Cl:Dies were one company, would have been an 
allowable deduction to the company which incurred 
the expenditure in deriving that gross income,-

that expenditure shall be deemed to be an allowable deduction 
to the company which incurred the expenditure and be 
allocated to the year in which the gross income is derived 
under section CK 1. 

"01 5. Taxpayer who derives beneficiary income-A 
person who has beneficiary income is not allowed a deduction 
for any expenditure or loss incurred by a trustee in deriving 
that income. 

"01 6. Expenditure incurred by trustee-For the 
purposes of determining the allowable deductions of a trustee 
of a trust for any income year, all amounts that are beneficiary 
income of beneficiaries of the trust for that year are deemed to 
be trustee income for that year.". 

102. Certain deductions not allowed-bad debts, share 
losses, and indemnities-Section DJ 1 is replaced by: 

"DJ 1. Except as expressly provided in this Act, no 
deduction is allowed to a taxpayer in respect of any of the 
following sums or matters: 

"(a) Bad debts, except where and to the extent that,-
"(i) In the case of a debt which is an amount 

owing to the taxpayer in respect of a financial 
arrangement where the accruals rules apply to the 
taxpayer in respect of the financial arrangement, a 
deduction is allowed under section EH 5; and 

"(ii) In any case other than that of a debt which is 
an amount owing to the taxpayer in respect of a 
financial arrangement where the accruals rules 
apply to the taxpayer in respect of the financial 
arrangement, the bad debt is not a loss of capital 
subject to section BD 2 (2Xe); and 
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"(ill) The debt is proved to the satisfaction of the 
Commissioner to have been actually written off as a 
bad debt by the taxpayer in the income year; and 

"(iv) In any case where-
"(A) The taxpayer is a company; and 
"(B) The debt is owed by a company (referred to 

in this subparagraph as the 'debtor'); and 
"( C) The applicatlon of the amount giving rise to 

the debt is taken into account in 
calculating a net loss (referred to in this 
subparagraph as the 'resultant loss') of the 
debtor or any other company funded 
(directly or indirectly) by the debtor; and 

"(D) Anyone or more amounts have been offset 
under section IG 2 of this Act or 
section 191 A of the Income Tax Act 1976 
by the taxpayer (or by any other company 
which is at any time m the income year in 
which the resultant loss is incurred in the 
same group of companies as the 
taxpayer), in any income year 
commencing on or after 1 April 1993 and 
preceding the income year m which the 
bad debt is written off, in respect of the 
resultant loss,-

the debt exceeds the aggregate of the amounts so 
offset. 

"(b) A decline in the value of any shares (referred to in this 
paragraph as the 'share loss') issued by any 
company (referred to in this paragraph as the 
'isswng company') determined as follows: 

"(i) If the shares have not been disposed of by the 
taxpayer, from a valuation made under section EE 1 
or otherwise; or 

"(ii) If the shares have been disposed of by the 
taxpayer, from the amount, if any, by which the 
gross income of the company in respect of the 
disposal is less than the deduction allowed to the 
company in respect of the cost of the shares 
(whether that amount is determined under section 
FB 3 or otherwise) where in either case-

"(ill) The taxpayer is a company; and 
"(iv) The application of the amount subscribed 

(whether subscribed by the taxpayer or any other 
person) in respect of the shares is taken into account 
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in calculating a loss (referred to in this paragraph as 
the 'resultant loss') of the issuing company or by 
any other company funded (direcdy or indirecdy) 
by the issuing company; and 

"(v) Anyone or more amounts have been offset 
under section IG 2 by the taxpayer (or by any other 
company which is at any time in the income year in 
which the resultant loss is incurred in the same 
group of companies as the taxpayer), in any income 
year preceding the income year in which the share 
loss is incurred, in respect of the resultant loss,
except to the extent that share loss (when 
aggregated with any other losses incurred by the 
taxpayer as a result of the decline in value of the 
shares, in income years preceding the income year 
in which the share loss is incurred, for which a 
deduction has been prohibited by this paragraph) 
exceeds the aggregate of the amounts so offset 
under section IG 2: 

"(c) Any expenditure or loss recoverable under any 
insurance or right of indemnity." . 

1 OS. Deduction from estate income of irrecoverable 
book. debts-Section DJ 2 is replaced by: 

"DJ 2. Where the amount of any debt owing to any person 
at the date of the person's death has been included in gross 
income of the person or of the trustee of the person's estate for 
any income year, and the debt or any part ofit is proved to the 
satisfaction of the Commissioner to be irrecoverable and to 
have been actually written off by the trustee as a bad debt, the 
amount so written off shall be deemed to be a loss incurred by 
the trustee in the income year in which the amount was 
written off, and shall be allowed as a deduction, first to the 
trustee to the extent of any gross income derived by the 
trustee as trustee income, and then, as to any balance, to any 
beneficiary to the extent of any gross income derived in that 
year by or in trust for the beneficiary if that beneficiary has a 
vested interest in the capital of the estate to the extent that the 
loss is chargeable against the capital of that beneficiary; and 
any balance not allowed as a deduction in that year shall be 
allowed as a deduction in that same manner to the extent of 
gross income of the trustee or beneficiary derived in the next 
Ulcome year and so on.". 
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104. Chatham. Islands dues-Section DJ 3 (1) is replaced 
by: 

":PJ 3. (1) The Commissioner may in any income year allow 
a deduction to a taxpayer in respect of any amount (being an 
amount that is not allowed as a deduction otherwise than 
under this section) of dues, whether county dues levied under 
the Chatham Islands County Council Empowering Act 1980 or 
council dues levied under the chatham Islands Council Act 
1995, paid in the income year by the taxpayer in respect of 
any goods used by the taxpayer in connection with a business 
carried on by the taxpayer.". 

105. Gifts of money by companies not closely beld
Section DJ 4 is replaced by: 

"DJ 4. Subject to this section, any company (not being a 
close company) is in any income year allowed to deduct the 
amount of any gift of money (being an amount that is not 
allowed as a deduction otherwise than under this section) 
made to any society, institution, or~tion, trust or fund of 
any of the kinds referred to in section KC 5 (1): 

Provided that the amount of the deduction allowed under 
this section-

"(a) In respect of the aggregate of all gifts made in that 
income year by any company 1not being a close 
company) to anyone donee, shall not exceed the 
greater of-

"(i) 1 % of the amount that would but for this 
section be the net income of the company; or 

"(ii) $4,000; and 
"(b) In respect of the aggregate of all gifts made in that 

income year by any company (not being a close 
company), shall not exceed-

"(i) $1,000; or 
"(ii) 5% of the amount that would but for this 

section be the net income of the company (not 
being a close company) in that year,-
whichever is the greater.". 

106. Expenditure relating to determination of liability 
to tax-(1) In section DJ 5 (1), the portion before paragraph (b) 
is replaced by: 

"DJ 5. (1) Subject to this section, a taxpayer is allowed a 
deduction in any income year in respect of any expenditure 
incurred by the taxpayer during that income year in 
connection with-



1996, No. 67 Taxation (Core Prauisions) 1661 

"(a) The determination of the income tax liability of the 
taxpayer for any income year:". 

(2) Section DJ 5 (IXd)(i) is replaced by: 
"(i) That expenditure is allowed as a deduction to 

that other taxpayer and relates to any matter 
affecting the determination of the income tax 
liability of, or any goods and services tax payable 
by, the first-mentioned taxpayer; and". 

107. Patent expenses-Section DJ 6 is replaced by: 
"DJ 6. (1) The Commissioner may allow a taxpayer such 

deduction as the Commissioner thinks fit for any income year 
in respect of any expenditure incurred by the taxpayer during 
that year in connection with the grant, maintenance or 
extension of a patent used by the taxpayer in the derivation of 
the taxpayer's gross income for that year. 

"(2) Where-
"(a) A patent has been granted in respect of any invention; 

and 
"(b) A taxpayer who actually devised the invention, whether 

alone or in conjunction with any other person, has 
in any income year used the patent in the derivation 
of the taxpayer's gross income or assessable income 
for that year,-

the Commissioner may allow such deduction as the 
Commissioner thinks fit in respect of any expenditure incurred 
before 1 April 1993 by the taxpayer in connection with the 
devising of the invention (not being expenditure in respect of 
which, or of assets representing which, a deduction is 
otherwise allowed).". 

1 08. Misappropriation by partner of property 
entrusted to partnership-Section DJ 7 is replaced by: 

"DJ 7. Where a taxpayer carries on business in partnership, 
and any fartner (other than the taxpayer or the spouse of the 
taxpayer misappropriates any property of any kind belonging 
to any person (other than a partner in the partnership or the 
spouse of any such partner) received in the course of the 
business either by the partnership or by anyone or more of 
the partners in the partnership, and the taxpayer makes any 
payment for the purpose of making good any loss suffered by 
that person as a result of that misappropriation, the 
Commissioner may, where the Commissioner is satisfied that 
the taxpayer was under a legal liability to make good that loss, 
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allow a deduction in respect of the payment so made in the 
income year in which the payment was made: 

Provided that any amount recouped by the taxpayer at any 
time, whether by way of insurance, indemnity, 
reimbursement, recovery, or otherwise, in respect of any 
amount allowed as a deduction under this section shall be 
deemed to be gross income derived by the taxF, yer in the 
income year in which the amount was recouped. '. 

109. Misappropriation by employees and other 
persons en~d for p111poses of business of taxpayer
Section DJ 8 (1) is replaced by: 

"DJ 8. (1) Where a taxpayer carrying on any business incurs 
any loss (being a loss which has not oeen taken into account 
otherwise thaD under this section for any income year) in the 
course of the business as a result of the misappropriation of 
property of any kind by any person who is employed by, or 
renders services to, the taxpayer for the purposes of that 
business, the Commissioner may, in the year in which the loss 
is ascertained, or in such one or more earlier years as the 
Commissioner considers equitable in the circumstances, allow 
a deduction for the amount of that loss: 

Provided that any amount recouped by the taxpayer at any 
time, whether by way of insurance, indemnity, 
reimbursement, recovery, or otherwise, in respect of that loss 
shall be deemed to be gross income derived by the taxpayer in 
the income year in which the amount was recouped.' . 

110. Expenditure on scientific research-Section 
DJ 9 (1) is replaced by: 

"OT 9. (1) The Commissioner may for any income year, in 
calculating the gross income derived by any taxpayer during 
that income year,-

"(a) Allow such deduction as the Commissioner thinks fit in 
respect of any expenditure, incurred by the 
taxpayer during that income year, in connection 
with scientific research carried on or carried out for 
the purpose of the derivation, by the taxpayer, of 
gross income, except so far as the expenditure 
relates to an asset (not being an asset created from 
the scientific research) in respect of which a 
deduction for depreciation is allowed under this 
Act: 

"(b) Subject to sections EG 17, EG 19 and FF 16, allow such 
deduction as the Commissioner thinks fit by way of 
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depreciation in respect of any asset used by the 
taxpa r.er in that income year in connection with 
scientific research carried on or carried out for the 
purpose of the derivation, by the taxpayer, of gross 
mcome; and any deduction so allowed shall be in 
substitution for all other deductions otherwise 
allowed to the taxpayer by way of depreciation in 
respect of that asset in that mcome year under 
section EG 1.". 

Ill. Expenditure to prevent or combat pollution of 
environment-Section DJ 10 (1) is replaced by: 

"DJ 10. (1) Subject to this section, where the Commissioner 
is satisfied that any taxpayer engaged in any business in New 
Zealand (other than a farming or agricultural business) has 
incurred in that business any expenditure in the construction 
on land in New Zealand of earthworks, ponds, settling tanks, or 
other similar improvements primarily for the purpose of 
treating industrial waste in order to prevent or combat 
pollution of the environment (not being expenditure in respect 
of which a deduction, whether by way of depreciation or 
otherwise, is allowed under any other provision of this Act or 
the Income Tax Act 1976), the Commissioner shall allow a 
deduction to the taxpayer in accordance with this section of 
the amount of that expenditure.". 

112. Expenditure incurred in borrowing money or 
obtaining lease-Section DJ 11 is replaced by: 

"DJ 11. The Commissioner may allow such deduction as the 
Commissioner thinks fit in respect of expenditure incurred by 
a taxpayer during an income year for the preparation, 
stampmg, and registration of any lease of property used in the 
derivation of the taxpayer's gross income, or of any renewal of 
any such lease, or in the borrowing of money employed by the 
taxpayer as capital in the derivation of gross income.". 

115. No deduction in respect of acquisition and 
disposition by company of its shares-Section DJ 12 is 
replaced by: 

"DJ 12. Any expenditure or loss incurred by a company in 
respect of the acquisition and disposition of any share in the 
company where the acquisition by the company was deemed 
under section 67A (I) of the Companies Act 1993 not to result 
in cancellation of the share, shall not be allowed as a 
deduction." . 



1664 Taxation (Core PrtnJisiom) 1996, No. 67 

114. New sections added-After section DJ 12, the follow
ing are added: 

"DJ 13. Cost of revenue account property not of a 
capital nature-In this Act, an amount of expenditure 
incurred by a taxpayer as the cost of revenue account propertr. 
is not expenditure of a capital nature under section BD 2 (2)(e . 

"DJ 14. Expenditure on acquiring land-(I}If an 
amount derived from the disposition of any land is gross 
income of a person under section CD 1 (2Xe) (and is not 
otherwise included in gross income of the person), the person 
is allowed as a deduction, in addition to any other allowable 
deductions including any deduction for the cost of the land, 
the greater of-

"(a) $1,000; and 
"(b) 10% of the excess of the amount derived over the cost of 

the land, multiplied by the number (not exceeding 
10) of complete consecutive periods of 12 months, 
the first of which periods commenced on the date 
of acquisition of the land, as are included in the 
period from acquisition of the land until disposition. 

"(2) Notwithstanding subsection (1), the deduction allowed 
under subsection (I) must not exceed the excess of the amount 
included in gross income under section CD 1 (2)(e) over the 
cost of the land. 

"( 3) If an amount derived from the disposition of any land is 
gross income of a person under section CD 1 (2Xg) (and is not 
otherwise included in gross income of the person), for the 
purposes of determining the deduction allowed to the person 
for the cost of the land~ the person will be treated as having 
disposed of the land to an unrelated third party immediately 
before the commencement of the undertaking or scheme and 
to have reacquired it immediately after the commencement 
for a cost eqUal to the market value of the land at the time. 

"(4) If an amount derived from the disposition of any land is 
gross income of a person under section CD 1, the 
Commissioner may-

"(a) Determine the cost of the land (including under 
subsection (3) of this section): 

"(b) If the land is acquired together with any other property, 
apportion die cost of acquisition between the land 
and the other property. 

"DJ 15. Expenditure incurred in acquirin~ personal 
property-If an amount derived from the dispOSItion of any 
property is gross income of a person in relation to an 
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undertaking or scheme to which section CD 4 applies (and is 
not otheIWlSe included in gross income of the person), for the 
purposes of determining the deduction allowed to the person 
for the cost of the property, the person will be treated as 
having disposed of the property to an unrelated third party 
immeiliately before the commencement of the undertakfug or 
scheme and to have reacquired it immediately after the 
commencement for a cost equal to the market value of the 
property at the time. 

"PT 16. Expenditure incurred on acquiring commer
cial bills-If an amount received from the redemption or 
disposal of a commercial bill is included in the gross income of 
a person under section CE 3 (1)(a) and the person acquired the 
commercial bill from another person (other than under a mat
rimonial agreement), for the J>urposes of determining the 
deduction allowed to the person for the cost of the commercial 
bill, the person will be treated as having acquired it at a cost 
equal to its value on the date of acquisition. 

"DJ 17. Non-profit bodieS-Any society, association or 
or~tion, whether incorporated or not, which is not carried 
on for the purposes of profit or gain to any proprietor, 
member or shareholder and which is, by the terms of its 
const~tu~on, rules or ot~er. document cons~tuting that s~c:ty, 
assoCIatlon or orgarusatlon or goverrung ltS actlvltles, 
prohibited from making any distribution, whether by way of 
money, property or otherwise, to any such proprietor, 
member or shareholder, is allowed a deduction for an amount 
equal to the lesser of-

"(a) $1,000; or 
"(b) The amount that would be the net income of the 

society, association or organisation but for this 
section. " . 

115. Limitation of deduction for certain film 
expenditure to amount at risk-(l) Section DK 1 (2) and (3) 
are replaced by: 

"(2) Where in any income year the whole or any part of a 
limited recourse loan made at any time to any taxpayer is used 
in the payment of any expenditure incurred by the taxpayer in 
respect of or in relation to the acquisition, production, or 
marketing of any film (not being expenditure of any of the 
kinds referred to in subsection (3)) that would, but for this 
subsection, be allowed as a deduction (whether in that income 
year or in any other income year) the amount of that 
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deduction shall, for the purposes of this Act, be the amount of 
that expenditure reduced oy an amount equal to so much of 
the amount of that limited recourse loan as is so used. 

"(3) Where in any income year the whole or any part of a 
limited recourse loan made at any time to any taxpayer is used 
in the payment of any expenditure of a capital nature incurred 
by the taxpayer in the acquisition, construction, installation, or 
extension of any asset (being an asset ,purchased for use in 
respect of or in relation to the acquisItion, production, or 
marketing of any film and in respect of which a deduction by 
way of depreciation may be allowed whether in that income 
year or in any other income year), the amount of that 
expenditure shall, for the purposes of determining the amount 
of any such deduction by way of depreciation in respect of that 
asset, be reduced by an amount equal to so much of the 
amount of that limited recourse loan as is so used.". 

(2) Section DK 1 (7) is replaced by: 
"(7) No deduction is allowed to any taxpayer in any income 

year in respect of any interest payable in respect of a limited 
recourse loan (being a limited recourse loan which is used in 
the payment of any expenditure incurred in respect of the 
acquisition, productton or marketing of any film) except to the 
extent that the Commissioner is satisfied that the interest has 
been paid during the income year.". 

116. Deduction for expenditure or loss incurred by 
persons associated with petroleum miners-In section 
DK 2, the portion after paragraph (c) is replaced by: 
"the deductions allowed, under this Act, to the associated 
person on account of expenditure or loss incurred by the 
associated person in carrying out those petroleum mining 
0ferations shall be limited to an amount equal to the amount 
o consideration, received or receivable by the associated 
person on account of those petroleum mining operations, 
which constitutes gross income derived by the associated 

" person .. 

117. Certain deductions not allowed-life insurers
Section OK 3 is replaced by: 

"DK 3. The following amounts are not allowable deductions 
of any life insurer-

"(a) Any I?remium with respect to any policy of life 
remsurance; 
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"(b) Any expenditure or loss being claims or amounts 
credited to holders of policies in the actuarial 
reserves of the life insurer; or 

"(c) Any expenditure or loss incurred in the derivation of 
policyholder income.". 

118. New sections added-Mter section DK 3, the 
following are added: 

"DK 3A. Deduction for mortality loss of life insurer-In 
any income year in which the mortality result of a life insurer 
is a negative amount, the life insurer is allowed a deduction 
equal to that amount. 

"DK 3B. Deduction on disposal of property by life 
insurer-(l) In any income year in which a life insurer sells or 
otherwise disposes of any property of the life insurer's life 
insurance busmess, the life insurer shall be allowed a deduction 
for the cost of that property, ascertained as follows: 

"(a) In any case where the property was acquired on or 
before the last day of the 1982-83 income year, the 
specified base cost for 1983 income year property; 

"(b) In any other case, the cost price or acquisition value of 
that property. 

"(2) Subsection (IXa) and (b) shall not apply to ascertain the 
deduction allowed on the sale or other ilisposal of property 
which is-

"(a) A financial arrangement; or 
"(b) Property where the cost of that property has been 

allowed as a deduction (other than as a deduction in 
respect of depreciation of the property) to the life 
insurer in any income year. 

"(3) Subsection (lXa) and (b) shall not apply to ascertain the 
deduction allowed on the sale or other disposal of property 
where-

"(a) The property consists of land or buildings acquired on 
or before the last day of the 1989-90 income year, 
and is not property to which subsection (2) applies; 
and 

"(b) If that property had been disposed of at a profit on or 
before the last day of the 1989-90 income year, 
that profit would have been a capital profit or gain 
and not a profit on disposal of an Ulvestment suoject 
to income tax in accordance with section 204 of the 
Income Tax Act 1976 (as that section was in force 
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before its repeal and substitution by section 13 (1) of 
the Income Tax Amendment Act (No. 2) 1990),

and the amount allowed as a deduction on the sale or other 
disposal of that property shall instead be the market value of 
the property on the last day of the 1989-90 income year. 

"DK 3c. Deduction in respect of superannuation 
policies in resFt of property acquired before 1 April 
1988-( 1) A life InSurer that first commenced carrying on the 
business of life insurance on or before the last day of the 
1988-89 income year is in any income year allowed a 
deduction of an amount calculated in accordance with the 
following fonnula: 

"where-
"a is the amount of so much of the liabilities of the life 

insurer in respect of policies of life insurance at the last 
day of the 1987-88 income year as, in the opinion of the 
Commissioner, relate to-

"(a) Superannuation policies included in the Life 
Insurance Fund of the life insurer; and 

"(b) Specified mortgage repayment insurance policies 
included in that Fund; and 

"(c) Annuities granted included in that Fund; and 
"b is the amount of the liabilities of the life insurer in 

respect of policies of life insurance at the last day of the 
1987-88 income year; and 

"c is the amount, or aggregate amount, in respect of 
property (other than property whose cost of acquisition 
has been taken into account in calculating the net 
income of the insurer for any income year other than by 
way of a deduction in respect of the depreciation of that 
asset or under the accruals rules) sold or disposed of by 
the life insurer in the income year first referred to in this 
subsection (being property acquired before 1 April 1988) 
ascertained as follows: 

"(a) In respect of any such property acquired on or 
before the last day of the 1982-83 income year, the 
amount shall be the amount obtained by subtracting 
from the market value of that property on 1 April 1988 
the specified base cost for 1983 income year property; 
and 

"(b) In respect of any such property acquired after the 
end of the 1982-83 income year, the amount shall be,-
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"(i) Where the property IS not a financial 
arrangement, the amount obtained by 
subtracting from the market value of the 
property on 1 April 1988 the cost price or 
acquisitton value of the property: 

"(ii) Where the property is a financial arrangement, 
an amount equal to the amount that would be 
the base price adjustment of the property, 
calculated m accordance with section EH 4 (1), 
if the property had matured on 1 April 1988. 

"(2) This section shall not apply in the case of any sale or 
other disposal of property to which section DK 3B (3) applies. 

"OK 3D. Full reinsurance-deductions-Notwithstand
ing any other provision of the life insurance rules, where any 
life insurer in any income year is the holder of anyone or 
more policies of life reinsurance that-

"(a) Are offered or entered into in New Zealand (whether or 
not executed in New Zealand and whether or not 
the insurer under the policy of reinsurance is resi
dent in New Zealand, has a fixed establishment in 
New Zealand, or has an agent in New Zealand); and 

"(b) Fully relieve or fully secure the life insurer aga.inst all 
liability to provide in that income year benefits con
tingent upon the death or survival of human beings 
assumed by the life insurer-

"(i) As part of that life insurer's business; or 
"(ii) In the case of a life insurer not resident in 

New Zealand, as part of that life insurer's business 
to the extent to which that business consists of or 
relates to anyone or more policies of life insurance 
for which that life insurer is the insurer which were 
offered or entered into in New Zealand (whether or 
not executed in New Zealand and whether or not 
the life insurer has a fixed establishment in New 
Zealand or has an agent in New Zealand),-

the life insurer shall be deemed for the purposes of this Act in 
respect of that income year not to carry on the business of 
providing life insurance; and the following amounts shall not, if 
mcurred in that income year, be allowed as a deduction to the 
life insurer-

"(c) Any premium payable by the life insurer with respect to 
any policy of life remsurance; or 

"(d) Any claim that is payable by the life insurer. 
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"OK SE. Certain property not trading stock-Where in 
carrying on a business of providing life insurance any life 
insurer acquires or holds any property, being property that is 
either-

"(a) A financial arrangement to which the accruals rules 
would apply but for the application of any of 
paragraphs (a), (b), and (d) of section EH 9; or 

"(b) An excepted financial arrangement,-
then, subject to section CD 7, that property shall be deemed 
not to be trading stock and any expenditure or loss incurred in 
acquiring that property shall not be allowed as a deduction 
except in accor(iance with section DK SB.". 

119. Expenditure incurred by airport operators
Section DK 4 is replaced by: 

"OK 4. An airport operator is not allowed a deduction in 
respect of any expenditure or loss, or of any provision that 
(under section QC 1 (2Xh)) is deemed to be expenditure or, as 
the case may be, a loss in the nature of interest, to the extent 
that the expenditure, loss, or provision is, in terms of the joint 
venture agreement that relates to the airport operator, a 
charge against any part of the joint income (of the parties to 
the joint venture agreement) that has been allocated to or, as 
the case may be, distributed to any of the parties.". 

120. Cost of timber-(l) Section DL 1 (1) and (2) are 
replaced by: 

"OL 1. (1) If a person disposes of timber, or of a right to take 
timber, to an associated person-

"(a) The deduction allowed to the person for the cost of the 
timber must not exceed tbe amount derived from 
the disposition included in gross income under 
section CJ 1; and 

"(b) For the purposes of determining the deduction allowed 
to the associated person for the cost of the timber, 
or the right to take timber, the associated person 
will be treated as having acquired the timber for a 
cost equal to the aggregate of-

"(i) The cost of the timber to the associated 
person; and 

"(ii) The amount (if any) that, under 
paragraph (a), is not allowed as a deduction to the 
person disposing of the timber or the right to take 
timber. 
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"(2) Any person who carries on a forestry business on any 
land in New Zealand shall be allowed a deduction in respect of 
any expenditure (not being expenditure that is allowed as a 
deduction under subsection (3) or subsection (4)) incurred in 
the planting or maintaining of trees on the land.". 

(2) In section DL 1 (3), the portion before paragraph (a) is 
replaced by: 

"(3) A person who carries on a forestry business on any land 
in New Zealand shall be allowed as a deduction any 
expenditure incurred by that person in that business being 
expenditure which is not allowed as a deduction otherwise 
thin under this section,-". 

(3) Section DL 1 (4) is replaced by: 
"(4) A person who carries on a forestry business on any land 

in New Zealand shall be allowed as a deduction expenditure 
incurred by the person in that business, being expenditure that 
is not allowed as a deduction otherwise than under this section, 
in the construction to or on the land of access tracks that are 
constructed for a specific operational purpose and are used for 
no longer than 12 months after construction.". 

(4) Section DL 1 (7), (8), (9), (10), (11) and (12) are replaced 
by; 

"(7) Where any person has been allowed a deduction under 
this section or under any other provision of this Act in respect 
of any expenditure, that expenditure shall be deemed not to 
form part of the cost of timber for the purposes of this section. 

"( 8) Where a deduction has been allowed in respect of any 
asset under subsection (5), the expenditure of a capital nature 
in respect of that asset shall, to the extent of the deduction so 
allowed, be deemed not to form part of the cost of the timber 
for the purposes of this section. 

"(9) For the purposes of this section the cost of timber shall 
be deemed not to include expenditure incurred in land 
contouring or expenditure of any of the kinds specified in 
Part B of Schedule 7. 

"(10) Notwithstanding subsection (8), for the purposes of this 
section the cost of timber shall be deemed not to include any 
amount of expenditure incurred in the 1987-88 income year 
or any subsequent income year which does not form part of a 
determination made in accordance with subsection (11). 

"(11) Where any taxpayer furnishes a return of income in 
respect of any income year in which the taxpayer has incurred 
expenditure (being expenditure which will at any time form 
part of the cost of timber for the purposes of this section), the 
Commissioner shall determine the amount of that expenditure 
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in accordance with the provisions of this Act and section 92 (5) 
of the Tax Administratton Act 1994 shall, as far as applicable 
and with the necessary modifications, apply as if such a 
determination were a determination of net loss made under 
section 92 (3) of that Act. 

"(12) Where in any income year any person who carries on a 
forestry business on any land in New Zealand suffers, in 
relation to that business, the loss or destruction of any standing 
timber, that person shall be allowed a deduction of an amount 
equal to the cost of that timber, but any amount received by 
way of insurance, indemnity, compensation or other damages 
in respect of the loss or destructton of that timber is to be 
treated as gross income of that person.". 

121. Expenditure on land improvements used for 
forestry-Section DL 2 (1) and (2) are replaced by: 

"DL 2. (I) Any taxpayer who carries on any forestry 
business on any land owned by that taxpayer in New Zealand 
shall in any income year other than the income year in which 
that taxpayer sells or otherwise disposes of that land, be 
allowed a deduction in respect of any expenditure of any of 
the kinds specified in Part B of Schedule 7 incurred by that 
taxpayer or any other taxpayer in preparing or otherwise 
developing that land, and bemg expenditure which is of benefit 
to that business in that income year. 

"(2) Any taxpayer who carries on any forestry business on 
any land m New Zealand which is not owned by that taxpayer 
shall in any income year other than the income year in which 
that taxpayer ceases to carry on the forestry business on that 
land, be allowed a deduction in respect of any expenditure of 
any of the kinds specified in Part B of Schedule 7 incurred by 
that taxpayer in preparing or otherwise developing that land, 
and being expenditure which is of benefit to the business in 
that income year.". 

122. Forestry encouragement grants-(I) Section DL 3 
(2Xa), (b), and (c) are replaced by: 

"(a) No amount of the ex?enditure portion (if any) or of the 
depreciation portton (if any) of the payment shall be 
gross income of the taxpayer for the income year in 
which that payment is made or any other income 
year; 

"(b) No deduction by way of depreciation in respect of any 
asset shall be allowed to a taxpayer in an income 
year in relation to the use of that asset in any period 
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(whether the whole or any part of the income year) 
ending on or before 8 November 1984, in any case 
where the amount of depreciation, to which the 
depreciation portion (if any) of the payment relates 
and on which it is based, was calculated in relation 
to that period; 

"(c) The amount of any deduction by way of depreciation, in 
an income year in respect of any asset, that but for 
this paragraph, would have been allowed to a 
taxpayer under this Act in relation to the use of that 
asset in any period commencing on or after 9 
November 1984 (whether that period is the whole 
or any part of the income year), shall, in any case 
where the amount of the depreciation, to which the 
depreciation portion (if any) of the payment relates 
and on which it is based, was calculated in relation 
to that period, be reduced by an amount equal to 
that depreciation portion;". 

(2) In section DL 3 (3), the portion before paragraph (a) is 
replaced by: 

"(3) Where, in any income year, a payment to any taxpayer 
is made under the resuIations, no deduction shall be allowed to 
the taxpayer in that mcome year or in any other income year, 
in respect of any of the expenditure in respect of which the 
payment is made unless, and except to the extent to which, 
the amount of that expenditure exceeds,-". 

(3) In section DL 3 (4), "for the purposes of section CJ 1 (1)" 
is omitted. 

123. Forestry business carried on by company on land 
acquired partly from Crown, partly from Maori owners, 
~d partly from holding company-(I) Section DL 5 {lXa) 
IS replaced by: 

"(a) Interest payable under any qualifying debenture shall be 
exempt income to the extent that interest has been 
capitalised by the issue of further debentures:". 

(2) In section DL 5 (1)(b), the portion before subparagraph (ii) 
is replaced by: 

"(b) Where any interest that is capitalised is exempt income 
under paragraph (a),-

"(i) Where the qualifying debenture under which 
the interest is payable fias been issued by the 
forestry company, then, for the purpose of 
assessing that company for income tax, that interest 
shall be deemed not to form part of the cost of 
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timber and no deduction shall otherwise be allowed 
under this Act in respect of that interest; and". 

(3) In section DL 5 (I)(d)(iii), "for the purposes of 
section CJ 1 (I)" is omitted. 

124. Expenditure in respect of forestry encouragement 
~eements under Forestry Encouragement Act 1962-
(1) In section DL 6 (1), the portion before paragraph (a) is 
replaced by: 

"DL 6. (1) The Commissioner may in any income year allow 
a deduction to a taxpayer for-". 

(2) Section DL 6 (2) and (3) are replaced by: 
"(2) Where in any income year an advance is made to any 

taxpayer under a forestry encouragement agreement under 
the Forestry Encouragement Act 1962,-

"(a) No amount in respect of the advance, whether or not 
the taxpayer is subsequently relieved, in whole or in 
part, from the taxpayer's liability to repay the 
principal in respect of the advance, shall he gross 
mcome of the taxpayer; and 

"(b) Where the taxpayer is subsequently relieved, in whole 
or in .part, from the taxpayer's liability to repay the 
prinCIpal in respect of the advance, an amount 
equal to the amount in respect of which the 
taxpayer is so relieved from the taxpayer's liability 
to repay shall be deemed not to form part of the 
cost of timber. 

"(3) Where in any income year any interest is payable by 
any taxpayer in respect of such an advance and-

"(a) That interest has not been paid; and 
"(b) A deduction of that interest has not been allowed to the 

taxpayer; and 
"(c) The taxpayer is relieved, in whole or in part, from 

liability to pay that interest,-
no amount in respect of the liability from which the taxpayer 
is so relieved shall be gross income of the taxpayer.". 

125. Ama1gamated company allowed a deduction for 
expenditure on land improvements used for forestry-In 
section DL 7, the portion after paragraph (d) is replaced by: 
"the amalgamated company shall be allowed the deduction for 
the income year.". 
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126. Treatment of petroleum mining exploration and 
development expenditure-(I) In section DM 1 (2)(b), the 
portion before suoparagraph (i) is replaced by: 

"(b) Development expenditure incurred in any income year 
shall be treated as deferred deductions and, to the 
extent such expenditure has not been deducted 
under any other subsection of this section or under 
sections DM 2 to DM 5 or section IH 3, shall be 
allowed as a deduction to the petroleum miner in 
equal amounts over the 7 income years begin
ning-". 

(2) Section DM 1 (5)(a) is replaced by: 
"(a) Relinquishes a petroleum permit, any deferred 

deductions attributable to that permit or to any 
permit specific asset held solely m respect of that 
permit that have not been allowed as deductions 
previously shall be allowed as a deduction in the 
year of relinguishment:". 

(3) In section DM 1 (5)(b), the portion after subparagraph (ii) 
is replaced by: 

"shall be allowed as deductions in the year that the 
consideration (being gross income under section CJ 3) 
is included in the annual gross income of the 
petroleum miner: 

Provided that where the consideration is derived in 
more than one income year, any deduction allowed 
in respect of the disposition shall be allocated 
between the income years in which the income is 
derived, and the deduction allowed in each year shall 
bear the same relation to total deductions allowed in 
respect of the disposition that the gross income 
derived in that income year bears to the total gross 
income derived in respect of the disposition:". 

(4) Section DM 1 (6)(a) is replaced by: 
"(a) The petroleum miner shall be allowed deductions under 

subsection (5Xb) in respect of that asset only to the 
extent that the deductions do not exceed the 
amount that would be the net income of the 
petroleum miner if the only gross income of the 
petroleum miner were from that disposition.". 

127. Farm-out arrangements-(I) Section DM 4 (2)(a)(i) 
and (ii) are rer,laced by: 

, (i) To the extent it was incurred before 16 
December 1991 and has not previously been 
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deducted, be allowed as a deduction to the 
transferee (as so previously defined) in accordance 
with subsection (2) (and, where appropriate, 
subsections (5) and (6), other than subsection (5Xc)) 
of section DM 1; 

"(ii) To the extent it is incurred on or after 16 
December 1991, be allowed as a deduction to the 
transferee (as so previously defined) under section 
DM 1 (other than subsection (3) of that section) 
according to whether it is development 
expenditure, exploration expenditure, or 
exploratory well expenditure; and' . 

(2) In section DM 4 (2Xb), the portion before subparagraph (i) 
is replaced by: 

"(b) The transferor (as so previously defined) under that 
fann-out arrangement shall reduce in accordance 
with subsection (3) (but shall not be allowed as 
deductions) any deductions attributable to-". 

128. Dispositions of shares or trust interests-Section 
DM 6 (1) is replaced by: 

"DM 6. (1) The cost to the person disJ;>osing of shares or 
trust interests in a controlled petroleum mming entity shall be 
allowed as a deduction to that person in the year the 
consideration (being gross income under section CJ 6) is 
included in the gross income of that person.". 

129. Further devel~p'ment expenditure in Maui field
(1) Section DM 11 (lXcXii) is replaced by: 

"(ii) The elector company shall be entitled to 
claim in respect of any income year (being the year 
of election or any of the 4 income years 
immediately succeeding the year of election) that an 
amount be allowed as a deduction in that income 
year equal to the amount appropriated, in res.r.ect 
of that mcome year, by the elector company, Within 
the time within which it is required to furnish a 
return of its income for that income year (or within 
such further time as the Commissioner may allow), 
to a special development reserve account of the 
elector company for the purposes of that specified 
development expenditure;". 

(2) Section DM 11 (1)(e) is replaced by: 
"(e) The amount of anI. allowable deduction claimed under 

paragraph (cXri) by the elector company in respect 



1996, No. 67 Taxation (Core Pruuisions) 1677 

of any income year shall not exceed the amount of 
the net income for that income year calculated as if 
a deduction were not allowed under paragraph (c)(ii) 
or the amount remaining in the development 
commitment account kept oy the elector company, 
immediately before the claiming of that deduction, 
whichever IS less:". 

(3) Section DM 11 (IXg) and (h) are replaced by: 
"(g) Where a deduction (not being a deduction which has 

subsequendy been disallowed under paragraph m or 
paragraph (k)) has been allowed under 
paragraph (cXii) in any income year to the elector 
company and the protected petroleum mining 
company ceases to be a protectea mining company 
before it has used, for the purposes of the specified 
development expenditure, an amount equal to the 
amounts so allowed as a deduction, or the 
aggregate of all such amounts so allowed as a 
deduction in every income year to every elector 
company, the Commissioner may, to the extent of 
an amount which is, or amounts which in the 
aggregate are, equal to the amount so not used, 
disallow in suchlroportions as the Commissioner 
considers fair an equitable, the whole or any part 
of any such deductIon, and, notwithstanding the 
time bar, at any time alter any assessment 
accordingly: 

"(h) Where a deduction (not being a deduction which has 
subsequendy been disallowed under paragraph m or 
paragraph (k)) has been allowed under 
paragraph (c)(ii) in any income year to the elector 
company and the amount so allowed as a 
deduction, or the aggregate of all such amounts so 
allowed as a deduction in every income year to 
every elector company, exceeds the amount of the 
specified development expenditure incurred by the 
petroleum mining company, for the purposes of 
which an amount equal to that amount, or the 
aggregate of both amounts, so allowed as a 
deduction was to be used, the Commissioner may 
to the extent of an amount which is, or amounts 
which in the aggregate are, equal to the amount of 
that excess, diSallow in such proportions as the 
Commissioner considers fair and equitable, the 
whole or any part of any such deduction, and, 
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notwithstanding the time bar, at any time alter any 
assessment accordingly:". 

(4) In section DM 11 (1)(i), the portion before subpara
graph (i) is replaced by: 

"(i) Where a deduction has been allowed under para
graph (cXii) of any amount in respect of the amount 
appropriated by the elector company, no other 
deauctions will be allowed under any other provi
sion of this Act to the elector company or any other 
company-". 

(5) In section DM 11 (1)0), the portion before subpara
graph (iii) is replaced by: 

"0) Where a deduction has been allowed under para
graph (c)(ii) in any income year to the elector com
pany, and the protected petroleum mining com
pany has not, on or before the last day of the period 
of the 4 income years immediately succeeding the 
year of election (that last day being referred to in 
this subsection as the 'development day'), com
menced to incur, in the performing of the specified 
development work with expedition and in accor
dance with good oil-field ana gas-field practice, the 
specified development expenditure,-

"(i) No deduction shall be allowed under this sub
section to the elector company in any income year 
ending after the development day: 

"(ii) The Commissioner shall disallow any deduc
tion which has been allowed under that paragraph 
to the elector company, in the year of election, and 
for this purpose the Commissioner may, notwith
standing the time bar, at any time make a revised 
assessment in respect of the year of election:". 

(6) Section DM 11 (1XIXii) is replaced by: 
"(ii) No deduction shall be allowed under this 

subsection to the elector company in any income 
year commencing after the last day of the 5th 
Income year immediately succeeding the income 
year which ended on the development day:". 

ISO. New Subpart substituted-Subpart DN is replaced 
by: 

"DN 1. Companies engaged in exploring for, searching 
for, or mining certain minerals-(I) TIlls section shall 
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apply to any New Zealand company in respect of which the 
Commissioner is satisfied-

U(a) That its sole or principal source of gross income is the 
business of mining in New Zealand any specified 
mineral; or 

"(b) That it carries on, or proposes to carry on, in New 
Zealand, as its sole or principal undertaking, the 
activities of exploring or searching for or mining 
any specified mineral, or performing development 
work relating to such exploring or searching or 
mining, not being activities so carried on, or so 
proposed to be carried on, by that company as a 
service to any other person for reward unless the 
Commissioner is satisfied that that reward is solely 
or principally-

"(i) Related to and dependent upon the 
production of that specified mineral; or 

"(ii) By way of participation in profits from the 
productton of that specified mineral. 

"(2) For the p~ses of this section, the gross income 
derived by a mirung company shall be divided into the 
following classes: 

"(a) Gross income from mining: 
"(b) Gross income other than from mining. 
"(3) In any income year in which a mining company has a 

mining outgoing excess, the mining company may allocate to 
the income year allowable deductions in respect of the 
expenditure or loss to which the mining outgoing excess is 
attributable that do not exceed in total the lesser of-

"(a) Two-thirds of the mining outgoing excess; and 
"(b) The greater of zero and the amount calculated m 

accordance with the following formula: 
"a - b 

"where-
"a is the mining company's gross income other 

than from mining that is allocated to the 
income year; and 

ub is the sum of allowable deductions of the 
mining company that are allocated to the 
income year and are attributable to the 
derivation of the mining company's gross 
income other than from mining that is 
allocated to the income year. 
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"(4) Where, in relation to any income year, any products, 
being products-

"(a) Resulting from mining operations carried on by that 
company; or 

"(b) Where that company also carried on associated mining 
operations in respect of those products, resulting 
from a combination of those mining operations and 
those associated mining operations,-

are, instead of being sold or otherwise disposed of in the state 
in which those products resulted from those mining 
operations, or that combination of operations, processed by 
that company beyond that state or used in a manufacturing 
activity carried on by that company, the Commissioner may, 
for the pwpose of calculating the gross income from mining 
and the gross income other than from mining derived by that 
company in that income year, as the Commissioner considers 
appropnate in the circumstances of the particular case, 
elther-

"(c) Apportion the gross income derived by that company in 
that income year from the sale or other disposal of 
those products, with such apportionment of the 
value of stock of those products on hand at the 
beginning and at the end of that income year as 
may be appropriate; and for the purposes of the 
preceding provisions of this paragraph, the 
CommisSIOner may take into account the capital 
employed or the expenditure or losses incurred in, 
or the extent of, the successive steps of production 
involving, in relation to those products, the mining 
operations, associated mining operations, and 
subsequent processing or use In a manufacturing 
activity carned on by that company; or 

"(d) Have regard to the amount which, in the 
Commissioner's opinion, would have been-

"(i) The value received or receivable for such of 
those products as have been sold or otherwise 
disposed of in that income year if they had been 
sold or otherwise disposed of in that income year to 
a wholly independent person in the state in which 
they resulted from those mining operations or that 
combination of operations; and 

"(ii) The value of such of those products as were 
on hand at the end of that income year if they had 
been valued for the purposes of section EE 1 In the 
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state in which they resulted from those mining 
operations or that combination of operations

and in either case the Commissioner may take into account 
such other matters which the Commissioner considers 
relevant. 

"(5) Where a mining company has incurred in any income 
year any exploration expenditure or development expenditure 
(whether or not as consideration paid or payable for the 
acquisition of an asset), the Commissioner may, subject to 
sUDsection (10), allow a deduction for that income year in 
respect of that expenditure, and the amount so allowed as a 
deduction shall be deemed to be expenditure incurred in 
deriving gross income from mining, and subsection (3) shall 
ap~ly accordingly in respect of that amount. 

'(6) Where a mining company has, during or within 2 
months after the end of any income year or within such 
extended period as the Commissioner allows, made an 
appropriation of income (to the extent that the amount 
appropriated does not exceed that amount that would be the 
company's net income for that income year in the absence of 
this subsection) for the purposes of exploration expenditure or 
development expenditure-

"(a) The Commissioner may, if that company makes an 
election in that behalf, allow a deduction for that 
income year in respect of so much of the sum which 
is so appropriated but which is not expended in that 
income year as the Commissioner is satisfied will 
be, or is likely to be, expended by that company on 
such expenditure not later than the end of the 
second of the 2 income years immediately 
succeeding that first-mentioned income year, and 
any amount so allowed as a deduction shall be 
deemed to be expenditure incurred by that 
company in that mst-mentioned income year in 
deriving gross income from mining, and subsection 
(3) shall apply accordingly in respect of that 
amount; ana 

"(b) An amount equal to any amount allowed as a deduction 
under paragraph (a) of this subsection shall be 
deemed to be gross income from mining derived by 
that company in the income year immediately 
succeeding that first-mentioned income year: 

Provided that, where that company has ceased to be a 
mining company at or before the end of the income year 
immediately succeeding that first-mentioned income year, it 
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shall be treated, for the purposes of paragraph (b), as if it had 
not so ceased to be a mming company. 

"( 7) For the purposes of this Act-
"(a) Where a deduction has been allowed to a mining 

company under this section in respect of any 
exploration expenditure or development 
expenditure, no other deduction shall be allowed 
under any other provision of this Act-

"(i) In respect of that expenditure; or 
"(ii) Except as expressly rrovided in this section, 

to that company by way 0 depreciation in respect 
of any asset acquired by it, or of which it has 
become possessed, as a result of that expenditure: 

"(b) Where a deduction has been allowed to a mining 
company under section 27 of the Land and Income 
Tax Amendment Act 1971 in respect of the amount 
of arrears of exploration expenditure and 
development expenditure within the meaning of 
that section, no other deduction shall be allowed 
under this Act in respect of that amount of arrears: 

"(c) Except as expressly provided in this section, no 
deduction shall be allowed under this Act to any 
company by way of depreciation in respect of any 
asset acquired by it, or of which it has become 
possessed, as a result of any exploration 
expenditure or develof>ment expenditure referred 
to in section 27 (3Xa) of the Land and Income Tax 
Amendment Act 1971. 

"(8) Where a mining company has acquired, or become 
possessed of, any asset as a result of any exploration 
expenditure or development expenditure, and that asset is 
subsequently used wholly or principally by that company for 
the purpose of deriving gross income other than gross income 
from mining,-

"(a) An amount equal to such amount as the Commissioner 
determines, in such manner as the Commissioner 
thinks fit, was the value of that asset at the date on 
which it commenced to be used for that purpose 
shall be deemed to be gross income from mining 
derived by that company in the income year in 
which that date falls; and 

"(b) Where that company has ceased to be a mining 
company at or before the end of that income year, 
it shall be treated, for the purposes of paragraph (a), 
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as if it had not so ceased to be a mining company; 
and 

"(c) Subsection (7) shall not apply so as to preclude the 
Commissioner from allowing, so long as that asset 
continues to be used for that purpose, such 
deductions by way of depreciation in respect of that 
asset (being deductions allowed under this Act) as 
the Commissioner thinks fit, but in no case 
exceeding in the aggregate the value referred to in 
paragraph (a) of thiS subsection. 

"(9) Where-
"(a) A mining comr.any has acquired, or has become 

possessed 0 , any asset (including any mining or 
prospecting information or any mining or 
prospecting right) as a result of any exploration 
expenditure or development expenditure; and 

"(b) That company has at any time sold or otherwise 
disposed of that asset to any person,-

an amount equal to the value of the consideration received or 
receivable by that company for the sale or other disposal of 
that asset shall, subject to subsection (10), be deemed to be 
gross income from mining derived by that company in the 
Ulcome year in which that asset was sold or otherwise disposed 
of: 

Provided that where that company has ceased to be a 
mining company at or before the end of that income year it 
shall De treated, for the purpose of deeming that amount to be 
gross income from mining derived by that company in that 
Ulcome year, as if it had not so ceased to be a mining 
company: 

Provided also that nothing in this subsection shall apply in 
respect of any such asset in any case where the ownership of 
that asset is relinquished, forfeited, or surrendered (that 
relinquishment, forfeiture, or surrender of the ownership- of 
that asset being referred to in this proviso as the 'forfeiture ) by 
a mining company to another person and where the 
CommisSIoner is satisfied that-

"(i) The forfeiture is not in consequence of a sale of that 
asset; and 

"(ii) No consideration is received or receivable by that 
mining company for the forfeiture; and 

"(iii) Where that minmg company and that other person are, 
at any time refevant to the manner and terms of the 
forfeIture, associated persons, that company and 
that other person dealt with each other (in relation 
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to that forfeiture) at that time, and every other time 
so relevant in relation to that forfeiture, in such 
manner and on such tenns as would be expected if 
that company and that other person had, at all such 
times, not been associated persons. 

"(10) For the purposes of subsections (5) and (9), the 
following provisions shall apply in relation to the acquisition or 
the sale or other disposal of an asset by a mining company: 

"(a) Where that mining company and the person from 
whom it acquired that asset, or the person to whom 
it sold or otherwise disposed of that asset, are 
associated persons, the value of the consideration 
paid or payable, or of the consideration received or 
receivable, by that mining company for that asset 
shall be deemed to be an amount equal to such 
amount as the Commissioner determines, in such 
manner as the Commissioner thinks fit, was the 
value of that asset at the date on which that mining 
company acquired or (as the case may be) sold or 
otherwise disposed of that asset: 

"(b) Where-
"(i) The whole or a part of the consideration paid 

or payable or of the consideration received or 
receivable by that mining company for that asset is 
other than cash; and 

"(ii) That mining company and the person from 
whom it acquired that asset, or the person to whom 
it sold or otherwise disposed of that asset, are not 
associated persons,-
the value of that consideration, or of that part of 
that consideration, shall be deemed to be such value 
as is agreed between that mining company and that 
person for the purposes of the acquisition or (as the 
case maybe) of tne sale or other disposal by that 
mining company of that asset: 

Provided that, failing such agreement or where 
the Commissioner is of the opinion that the value so 
agreed is unreasonable, the value of that 
consideration or (as the case may be) of that part of 
that consideration shall be deemed to be such 
amount as the Commissioner determines in such 
manner as the Commissioner thinks fit: 

"(c) Notwithstanding paragraphs (a) and (b) but subject to 
paragraph (d), if that mining company and the 
person from whom it acquired that asset or the 
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person to whom it sold or otherwise disposed of 
that asset give notice to the CommissIOner, in 
accordance with subsection (11), that they have 
agreed that this paragraph shall apply in respect of 
that asset, the value of the consIderation paid or 
payable, or of the consideration received or 
receivable, by that mining company for that asset 
shall be deemed to be such amount as they specify 
in that notice, be~ an amount-

"(i) Not exceeding such amount as the 
Commissioner determines, in such manner as the 
Commissioner thinks fit, was the value of that asset 
at the date on which that mining company acquired 
or (as the case may be) sold or otheIW1Se disposed of 
that asset; and 

"(ii) Not less than the amount of so much of the 
consideration as is in cash: 

"(d) Paragraph (c) shall not apply unless-
"(i) In the case of an asset acquired by a mining 

company, that asset was so acquired for use in 
mining operations or associated mining operations 
carried on by that mining company; and 

"(ii) In the case of an asset sold or otherwise 
disposed of by a mining company, the person 
acquiring that asset from that mining company 
acquirea it for use in mining opc::rations or 
associated mining operations or in a mming venture 
carried on by the person. 

"(11) Every notice under subsection (10)(c) shall be in writing 
and shall be given to the Commissioner within the time within 
which the mining company is required to furnish a return of its 
income for the year in which it acquired or (as the case may 
be) sold or otherwise disposed of the asset, or within such 
further time as the Commissioner allows. 

"(12) For the purposes of this Act-
"(a) Where a mining company has acquired an asset as a 

result of explorauon expenditure or development 
expenditure, the person from whom it acquired 
that asset shall be deemed to have sold or otherwise 
disposed of that asset at an amount equal to the 
value of the consideration paid or payable by that 
company as determined in accordance with 
subsections (5) and (10): 

"(b) Where a company referred to in subsection (9) has sold 
or otherwise disposed of an asset of the kind 
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referred to in that subsection, the person who 
acquired that asset from that company shall be 
deemed to have acquired that asset at an amount 
equal to the value of the consideration received or 
receivable by that company as detennined in 
accordance with subsections (9) and (10). 

"(13) Where-
"(a) Any asset (not being an asset to which subsection (8) has 

applied, except where subsection (15Xa) has 
subsequently applied to that asset) of a mining 
company that the company acquired or became 
possessed of as a result of any exploration 
expenditure or development expenditure is lost, 
destroyed, or damaged (that asset being referred to 
in this subsection and subsection (14) as the 
'damaged asset', and that loss, destruction, or 
damage being referred to in this subsection and 
subsection (14) as the 'loss') in any income year and, 
in respect of that expenditure, a deduction has been 
allowed under-

"(i) This section; or 
"(ii) Section 153F of the Land and Income Tax 

Act 1954; or 
"(iii) Section 2 7 of the Land and Income Tax 

Amendment Act 1971; or 
"(iv) Section 216 of the Income Tax Act 1976,

to that company in any income year and, in respect 
of that loss, a payment by way of insurance, 
indemnity, compensation, or other damages (that 
payment being referred to in this subsection and 
subsection (14) as the 'insurance payment') is made 
to that company, that asset shall be deemed to have 
been sold by that company, in the income year in 
which that payment is so made, for a consideration 
equal to the aggregate of-

"(v) The amount of that insurance payment made 
to that company; and 

"(vi) The amount (if any) payable to that 
company on the sale or other disposal of any scrap 
of that damaged asset,-
and subsection (9) shall, with any necessary 
modifications, apply accordingly: 

"(b) A mining company to which paragraph (a) applies 
ceases to be a mining company before (as the case 
may be)-
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"(i) The amount of the insurance payment is paid 
to it; or 

"(ii) The scrap of the damaged asset is sold or 
otherwise disposed of; or 

"(iii) The amount payable to that mining 
company on that sale or other disposal is received 
by it,-
that mining company shall be treated, for the 
pwposes of this subsection and subsection (9), as if 
It had not so ceased. 

"(14) Notwithstanding subsection (13), where the mining 
company gives, in writmg, within the time within which that 
mining company is required to furnish a return of its income 
for the income year in which there occurred the loss in respect 
of which the insurance payment has been or is to be made to 
that company, notice to the Commissioner that the amount of 
that insurance payment is to be used for the pwpose of the 
replacement, restoration, or repair of that damaged asset (that 
replacement, restoration, or repair being referred to in this 
subsection as the 'restoration') and operations for the pwpose 
of that restoration are commenced not later than the end of 
the 2nd income year immediately succeeding the income year 
in which that loss occurred, the following provisions shall 
app'ly: 

'(a) That damaged asset shall not be deemed to have been 
sold: 

"(b) The amount (if any) payable to that company on the 
sale or other disposal of any scrap of that damaged 
asset shall for the pwposes of this subsection be 
deemed to be an insurance payment made to that 
company in the income year in which that sale or 
other disposal occurs: 

"(c) For the purposes of this Act, where any expenditure has 
been incurred by that company in the restoration of 
that damaged asset, no deduction shall be allowed 
under this Act,-

"(i) Except as provided in paragraph (d), in 
resp,ect of that expenditure; or 

, (ii) Except as expressly provided in this section, 
by way of depreciatIon of the asset acquired by that 
company, or of which it has become possessed, as a 
result of that expenditure: 

"(d) In any case where the amount of the expenditure 
incurred by that company in the restoration of that 
damaged asset exceeds the amount of that 
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insurance payment made to it in respect of the loss 
which has occurred in relation to that damaged 
asset, the amount of that excess shall be deemed to 
be an amount of expenditure of the kind to which 
subsection (5) applies: 

"(e) Where the insurance payment made to that company in 
respect of the loss of that damaged asset exceeds 
the aggregate of the amounts of the expenditure 
incurred by that company in the restoration of that 
damaged asset, an amount equal to the amount of 
that excess shall, whether or not that company has 
ceased to be a mining company before the amount 
of that excess has been determined, be deemed to 
be gross income from mining derived by that 
company in the income year in which that 
restoration was completed; and for the purposes of 
this paragraph, where the operations for the 
purpose of that restoration have ceased before the 
completion of that restoration, that restoration shall 
be deemed to have been completed on the day on 
which those operations so ceased: 

"(f) For the purposes of this subsection and subsections (8), 
(9), and (15Xa), any asset or part of an asset which 
that company acquires or becomes possessed of as a 
result of any expenditure incurred by it in the 
restoration of that damaged asset shall be deemed 
to be the same asset, or, as the case may be, a part 
of the same asset, as became the damaged asset: 

"(g) Where the restoration of that damaged asset is not 
completed before the expiry of such time as the 
Commissioner considers reasonable, paragraph (e) 
shall, so far as it is applicable, apply in respect of 
that damaged asset, the insurance payment made 
in respect of the loss of that asset, and the 
expenditure incurred in the restoration of it, as if 
that restoration were completed on the day on 
which that time expired and as if no expenditure in 
the restoration of that damaged asset were incurred 
by that company after that day: 

"(h) In any case where paragraph (g) applies in respect of 
that damaged asset, any expenditure incurred by 
that mining company, after the day referred to in 
that paragraph, in the restoration of that damaged 
asset shall, for the purposes of this section, be 
deemed to be expenditure of the same kind as the 
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expenditure as a result of which that company 
acquired or became possessed of that damaged 
asset, and the amOlmt of that expenditure so 
incurred after that day shall, for the purposes of 
paragraph (d), be deemed to be the amount of an 
excess of the kind referred to in paragraph (d): 

"(i) Where, after the commencement of operations for the 
purpose of the restoration of that damaged asset 
and before that restoration is completed,-

"(i) That damaged asset is transferred from the 
mining operations of that company and is used by 
that company wholly or principally for the ,Purpose 
of deriving gross income other than from mming; or 

"(ii) That damaged asset (not being the scrap of 
that asset) is sold or otherwise disposed of by that 
com~y; or 

"(ill) That company ceases to be a mining 
company,-
paragraph (e) shall, so far as it is applicable, apply in 
respect of that damaged asset, the insurance 
payment made in respect of the loss of that asset, 
and the expenditure mcurred in the restoration of 
it, as if that restoration were completed on the day 
on which that transfer, or that sale, or that other 
disposal, or that cessation, occurred and as if no 
expenditure in the restoration of that damaged 
asset were incurred after that day. 

"(15) For the purposes of this section-
"(a) Where a mining company has commenced or 

recommenced to use any asset for the purpose of 
deriving gross income from mining, being an asset 
which unmediately before that commencement or 
that recommencement was being used by that 
company for the pUTJ?Ose of deriving gross income 
other than gross mcome from mining, the 
Commissioner may make such adjustments in 
respect of the income year in which that company 
commenced or, as the case may be, recommenced 
to use that asset for the purpose of deriving ~oss 
income from mining as the Commissioner consIders 
equitable, having regard to any deductions allowed 
to that company by way of depreciation, or 
otherwise in respect of the cost, in relation to that 
asset and to any other matters which the 
Commissioner considers relevant: 
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"(b) Where-
"(i) Section 152 or section 153 of the Land and 

Income Tax Act 1954 (as in force before the 
commencement of section 153F of that Act) applied 
to a mining company in respect of the 1970-71 
income year; and 

"(ii) That company has acquired, or has become 
possessed of, any asset as a result of any exploration 
expenditure or develorment expenditure referred 
to in section 27 (3)(a) of the Land and Income Tax 
Amendment Act 1971-
the following provisions shall apply: 

"(iii) Subsection (8) shall, with any necessary 
modifications, apply to that company as if every 
reference to an asset in that subsection included a 
reference to an asset referred to in subparagraph (ii) 
of this paragraph, being an asset used by that 
co~pany wholly ?r principally ~or the purpo~e. of 
gammg or producmg assessable mcome or denvmg 
gross income other than assessable or gross income 
!r0m mining in the 1971-72 or any subsequent 
mcome year: 

"(iv) Subsections (9) and (10) shall, with any 
necessary modifications, apply to that company as 
if every reference in subsection (9) to an asset and 
every reference in subsection (10) to an asset which 
is sold or otherwise disposed of included a reference 
to an asset referred to in subparagraph (ii) of this 
paragraph, being an asset which is sold or otherwise 
disposed of by that company in the 1971-72 or any 
sulisequent income year: 

"(v) Subsection (12)(b) shall, with any necessary 
modifications, apply to any person who acquires 
from that company an asset referred to in 
sub paragraph (iiJ of this paragraph as if every 
reference in subsection (12)(b) to an asset included a 
reference to an asset referred to in subparagraph (ii) 
of this ?aragraph, being an asset acquired by that 
person m the 1971-72 or any subsequent income 
year. 

"(16) Where, for any reason, including the existence or the 
formation or the dissolution of a partnership or a variation in 
the constitution of a partnership or in the interests of the 
partners,-
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"(a) A mining company has acquired, or has become 
possessed of, a share or interest in an asset as a 
result of exploration expenditure or development 
expenditure (including exploration expenditure or 
development expenditure referred to m section 27 
(3)(a) of the Land and Income Tax Amendment Act 
1971) incurred by that mining company; or 

"(b) A mining company has sold or otherwise disposed of the 
whole or part of such a share or interest; or 

"(c) An asset in which a mining company has such a share or 
interest is used for the (>urpose of deriving gross 
income other than gross mcome from mining

this section shall, with any necessary modifications, apply as if 
every reference in this section to an asset included a reference 
to such a share or interest. 

"(17) For the purposes of this subsection and of subsection 
(16), a par?ler shall be deemed to have a share or interest in 
every smgle asset of the partnership in accordance with that 
partner's interest in the aggregate of the assets of the 
partnership. 

"DN 2. Amounts from sale of mining shares ~y 
companies-(I) For the purposes of thiS section, m 
calculating the amount of any deduction allowed to any 
company in relation to a mining share which is sold or 
otherwise disposed of, the Comrrussioner shall adopt as the 
cost of that mining share an amount equal to the difference 
between the following 2 sums: 

"(a) The aggregate of-
"(i) The amount of the consideration given by the 

company in respect of the acquisition of that share; 
and 

"(ii) The amount of any capital subsequendy 
contributed by the company in respect of that 
share: 

"(b) The aggregate of-
"(i) The amount of any reinvestment profit of the 

company included in that consideration; and 
"(ii) The amount of any reinvestment profit of the 

company included in that capital. 
"(2) In any income year in which a mining company ('the 

vendor company') sells or otherwise disposes of a mining share 
for an amount that would in the absence of this sectIon be 
gross income under section CD 3 or CD 4 and that exceeds the 
cost of the share, the amount shall be deemed not to be gross 
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income of the vendor company to the extent to which the 
Commissioner is satisfied that-

"(a) The amount received for that sale or other disposition 
(being a sale or other disposition to a mining 
holding company or to a mining company) consists 
of shares in that mining holding company or that 
mining company issued to the vendor company; or 

"(b) The amount received for that sale or other disposition is 
used, or is to be used, within the prescribed period 
for mining purposes. 

"(3) In any case where the Commissioner is satisfied that any 
part of any reinvestment profit of any company has, before 
the end of the prescribed period, been used for purposes other 
than mining purposes, and that it will not be used for mining 
purposes Within the prescribed period, the amount of that 
part-

"(a) Shall be included in the gross income derived by that 
company in the income year in which it was so 
used; and 

"(b) Shall no longer be reinvestment profit of the company. 
"(4) In any case where the Commissioner is satisfied that any 

part of any reinvestment r.rofit of any company has not, 
before the end of the prescnbed period, been used for mining 
purposes-

"(a) The amount of that part shall be gross income derived 
by that company in the last income year included in 
that prescrioed period; and 

"(b) The amount of that part shall no longer be reinvestment 
profit of the company. 

"( 5) Where in any income year any amount is repaid in 
respect of any loan made by any company (in this subsection 
referred to as the 'lender company') to a mining- holding 
company or to a mining company (being a loan which in the 
opiruon of the Commissloner has been made wholly or partly 
out of reinvestment profit of the lender company), there shall, 
subject to subsection (6), be included in gross income derived 
by the lender company in that income year an amount 
calculated in accordance with the following formula: 

"a 
fixC 

"where-
"a is the amount of so much of the loan as, in the opinion of 

the Commissioner, was made out of reinvestment profit 
of the lender company; and 
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"b is the amount of the loan; and 
"c is the amount repaid. 
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"( 6) Where an amount would otherwise be gross income 
derived by any company in any income year under subsection 
(5) in respect of any repayment of a loan, then, 
notwithstanding that subsection, that amount shall not be 
gross income derived by that company in that income year to 
the extent to which the Commissioner is satisfied that that 
repayment is used, or is to be used, within the prescribed 
periOd for mining purposes. 

"(7) In any case where the Commissioner is satisfied that any 
amount (not being an amount to which subsection (2) applies) 
is derived from any sale or other disposition of a mining share 
by a company in an income year, and that, in calculatIng the 
amount of any deduction allowed in relation to the cost of the 
mining share, any amount of reinvestment rrofit of the 
company was taken into account under subsecuon (1 Xb), the 
company shall, subject to subsection (9), be deemed to derive 
gross income in that income year of an amount equal to the 
smaller of the following two amounts: 

"(a) The amount derived from the sale or other disposition 
less allowable deductions in relation to the cost of 
the mining share; and 

"(b) The amount of the reinvestment profit. 
"( 8) For the purposes of this section,-
"(a) Any share held in a mining holding company or in a 

mining company shall, on the liquidation of any 
such company, be deemed to have been sold to that 
company; and 

"(b) All distributions received on that liquidation in respect 
of that share shall be deemed to be an amount 
received for that sale; and 

"(c) That sale shall be deemed to be a sale to which 
subsection (7) applies. 

"(9) Where an amount would otherwise be gross income 
derived by any company (referred to in this subsection as the 
'vendor company') in any income year under subsection (7) in 
respect of any sale or other disposition of a mining share, then, 
notwithstanding that subsection, that amount shall not be 
included in the gross income derived by the vendor company 
in that income year to the extent to which the Commissioner is 
satisfied that-

"(a) The amount received for that sale or other disposition of 
a mining share (being a sale or other disposition to a 
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mining holding company or to a mining company) 
consists of shares in that mining holding company, 
or in that mining company, issued to the vendor 
company; or 

"(b) The amount received for that sale or other disposition of 
a mining share (being a sale within the meaning of 
subsection (8)) consists of mining shares; or 

"(c) The amount received for that sale or other disposition is 
used, or is to be used, within the prescribed period 
for mining purposes. 

"(10) In this section-
"'Mining purposes' means-

"(a) Subscribing for, or paying calls on, shares in 
any mining holding company or in any mining 
company; or 

"(b) Making loans to a mining company for the 
purpos~s . of enabling. the mining co~pany to ~~ 
on IlllIllIlg operatIons or assoCIated mmmg 
operations, or to finance exploration expenditure or 
development expenditure of the mining company; or 

"(c) Making loans to a mining holding company 
where the loans made are to be used to finance 
mining operations or associated mining operations to 
be carried out by a mining company or to finance 
exploration expenditure or development expenditure 
of a mining company: 

"'Mining share' ~eans a .s~e in any mining holding 
company or ID any mmmg company: 

" 'Prescribed period' means-
"(a) In relation to any amount derived from a sale 

or other disposition of a mining share, the income 
year in which the sale or other disposition took place 
~d the 6 income years immediately succeeding that 
Ulcome year: 

"(b) In relation to any amount repaid in respect of 
any loan made to any mining holding company or to 
any mining company, the income year in which that 
amount was repald and the 6 income years 
immediately succeeding that income year. 

"DN 3. Companies holding shares in mining 
companies-( 1) Notwithstanding anything in this section, this 
section shall not apply to any loan to the extent to which, in 
the opinion of the Commissioner, the loan is made by a 
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holding company (being a mining holding company) out of 
reinvestment profit of that company. 

"(2) Nothing in t~ ~ection shall be construed to affect the 
assessment of any mmmg company. 

"(3) Notwithstanding anything in this Act, the amount 
written off in any income year from loans made by a holding 
com~y to a mining company shall be allowed as a deduction 
to the holding company for that year: 

Provided tliat the amount allowed as a deduction under this 
subsection in respect of any holding company in any year shall 
not include any amount in respect of interest, and shall not 
exceed the smaller of the following amounts: 

"(a) 50% of the amount which, but for this subsection, would 
be the net income of the holding company for that 
year: 

"(b) The prescribed proportion of the aggregate amount 
incurred by the mining company in exploration 
expenditure and development expenditure before 
the end of that Jear, reduced by the total of all 
amounts allowe to the holding company as 
deductions under this subsection in any earlier year 
or years: 

Provided also that in respect of any amount written off from 
any loan which in the opinion of the Commissioner has been 
made by a holding company (being a mining holding 
company) wholly or partly out of payments received by that 
holding company (being payments in respect of which a 
deduction has been allowed to any taxpayer under section 159 
of the Income Tax Act 1976 as that section was in force before 
its repeal by the Income Tax Amendment Act (No. 2) 1990), 
the deduction otherwise allowable under this subsection shall 
to that extent be reduced by one-third. 

"(4) Where any amount has been allowed to a holding 
company as a deduction under subsection (3) in any income 
year, and it appears to the Commissioner that in any 
subsequent income year the annual gross income of the 
mining company would exceed its annual allowable deductions 
if,-

"(a) No deductions had been allowed in respect of any 
amounts of exploration expenditure or 
development expenditure of the mining company 
(being amounts allowed to any holding company as 
a deduction); and 

"(b) Where the mining company has, in that subsequent 
income year, sold or otherwise disposed of the 
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whole or part of an asset (being an asset of the kind 
referred to in section DN 1 (9) or DN 1 (15Xb)(ii)), 
the amount taken into account as the amount 
received or receivable for the sale or other 
disposition of that asset or of that part of that asset 
were an amount detennined in accordance with 
subsection (5),-

the prescribed proportion of the amount of the net income 
that would have so arisen shall, if the Commissioner so 
detennines, be deemed to be a repayment, as far as it extends, 
of the amounts written off and allowed as a deduction under 
subsection (3). 

"(5) The amount to be taken into account under subsection 
(4Xb) as the value of the consideration received or receivable by 
the mining company for the sale or other disposition of an 
asset or of pan of an asset shall be-

"(a) Where, for the purposes of section DN 1, the amount 
received or receivable by the mining company for 
the sale or other disposition of that asset or of that 
pan of that asset is detennined under subsection 
(10)(c) of that section, the greater of-

"(i) So much of the amount specified in the notice 
under that subsection (10 Xc) as is in cash; 

"(ii) The total amount of all loans made, on or 
before the date of that sale or other disposition, to 
the mining company by all holding companies of 
the mining company, to the extent to wliich such 
loans relate, in the opinion of the Commissioner, to 
that asset (including, where a pan only of that asset 
is sold or otherwise disposed of, the part not sold or 
otherwise disposed of) and to the extent to which 
such loans have been written off by any holding 
company and allowed as deductions under 
subsection (3) or under the corresponding provisions 
of any former Act and have not, on or before the 
date of that sale or disposition, been repaid or 
deemed to be repaid under subsection (4) or 
subsection (6) or the corresponding provisions of 
any former Act: 

Provided that the amount detennined under this 
paragraph as the amount received or receivable by 
the mining company for the sale or other 
disposition of that asset or of that pan of that asset 
shall not exceed such amount as the Commissioner 
detennines, in such manner as the Commissioner 
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thinks fit, was the value of that asset or, as the case 
may be, of that part of that asset at the date of that 
sale or other disposition: 

"(b) In any other case, the amount received or receivable by 
the mining company for the sale or other 
disposition of that asset or of that part of that asset, 
as aetermined under and for the purposes of section 
DN 1. 

"(6) Where any amount has been allowed to a holding 
company as a deduction under subsection (3) in any year, and 
the hol?ing comFY in any subsequent year disroses of any 
shares ID the mmmg comF,y, or any mterest m any such 
shares, the amount by which the amount received by or on 
behalf of the holding company for those shares or that interest 
exceeds the amount paid up in cash on the shares shall be 
deemed to be a repayment, as far as it extends, of the amount 
written off by the holding company and allowed as a 
deduction under subsection (3). 

"(7) Where any amount written off by a holding company 
and allowed as a deduction under subsection (3) is repaId to 
that company or to any other person by the mining company, 
or is deemed to be repaid under subsection (4) or subsection 
(6), the Commissioner may at any time, notwithstanding the 
time bar, amend any assessment made on that first-mentioned 
company and reduce the amount allowed as a deduction by 
the amount so repaid or deemed to be repaid. 

"(8) Subsections (4), (6), and (7) shall, with any necessary 
modifications, apply with respect to deductions allowed to a 
holding company under the corresponding provisions of any 
former Act in the same manner as they apply with res:pect to 
deductions allowed to a holding company under subsectlon (3). 

('(9) For the purposes of this section-
"(a) Every reference in this section to an asset shall be 

deemed to include a reference to a share or interest 
in an asset: 

"(b) Every member of a partnership and every member of 
any other association of persons in receipt of 
income jointly or carrying on activities jointly shall 
be deemed to have a share or interest in every 
single asset of that partnership or of that association 
in accordance with the member's interest in the 
aggregate of the assets of that partnership or of that 
association: 

"(c) Where any amount is deemed under subsection (4) to be 
a repayment of any amount written off by a 
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holding company and allowed as a deduction, such 
repayment shall, in relation to any subsequent 
income year as referred to in that subsection, be 
deemed to have been made on the day immediately 
following the end of that subsequent income year. 

"( 1 0) Where and to the extent that any loan made on or 
after 1 October 1978 by a holding company to a mining 
company was, in the opinion of the Commissioner, having 
regard to other loans made previously by the holding company 
ana such other circumstances as the Commissioner consIders 
relevant, excessive and made to obtain an unfair advantage for 
tax purposes, this section shall not apply to that loan. 

"(11) Where, but for the provisions, other than section 45 (1), 
of the Income Tax Amendment Act 1979, any amount loaned 
on or before 31 March 1979 by a company to another 
company would have been a loan to which, or in relation to 
which, or subsequent to the writing off or the deduction or the 
repayment or the deemed repayment of which, the preceding 
provisions of this section would, so far as they were applicable, 
have applied, those provisions shall, notwithstanding anything 
in this Act, and so far as they are applicable, apply to, or in 
relation to, or subsequent to the writing off or the deduction or 
the repayment or the deemed repayment of, that amount 
loaned as if the Income Tax Amendment Act 1979 (except 
section 45 of that Act) had not been enacted. 

"(12) In this section-
"'Loan', in relation to a holding company and a mining 

company, means a loan made to the mining 
company by the holding company at a time when 
th~ ~olding company was a h01ding company of the 
mmmg company: 

"'Prescribed proportion', in relation to a holding 
company and a mining company, means the 
proportion that the residue of the total of the loans 
made by the holding company to the mining 
company (after subtracting actual repayments) bears 
to the residue of the total of the loans made by all 
holding companies to the mining company (after 
subtracting actual repayments). 

"DN 4. Resident mining operators-(I) For the purposes 
of this section, the gross income derived by a resident mining 
operator shall be divided into the following classes: 

"(a) Gross income from mining: 
"(b) Gross income other than from mining. 
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"(2) In any income year in which a resident mining operator 
has a mining outgoing excess, the operator is allowed 
deductions for the eXEenditure or losses to which the mining 
outgoing excess is attnbutable only to the extent that the total 
amount of expenditure and losses does not exceed the 
prescribed amount in relation to that resident mining operator 
and to that income year. 

"(3) The total amount of any expenditure or losses of a 
resident mining operator for an income year that would have 
been allowed as deductions in that year but for subsection (2) 
shall for the purposes of sections lE 1, IF 1 and IH 1 be a net 
loss of that resident mining operator for that income year. 

"(4) A reference in the definitions of 'development 
expenditure', 'exploration expenditure', 'gross income from 
mining' and 'mirung operations' to a mining com~y or to a 
company shall, in tbe application of those definitions to this 
section (and to section FF 19), be taken as a reference to a 
resident mining operator. 

"(5) Subsections (4), (5), (7) to (12), (15Xa), (16), and (17) of 
section DN 1 shall, with any necessary modifications, apply for 
the purposes of this section as if-

"(a) Every reference in section DN 1 (10) to a mining 
comFY and ev~ry reference in each of the other 
proVISIOns to a muung company or company were a 
reference to a resident mining operator; and 

"(b) The reference in section ON 1 (5) to ON 1 (3) were a 
reference to subsection (2) of this section; and 

"(c) Every reference in section DN 1 (7) to DN 1 were a 
reference to this section; and 

"(d) The reference in section ON 1 (7Xb) to section 27 of the 
Land and Income Tax Amendment Act 1971 were 
a reference to section 31 of the Land and Income 
Tax Amendment Act (No. 2) 1972; and 

"(e) The reference in section DN 1 (7)(c) to an asset acquired 
by a company, or of which a company has become 
possessed, as a result of any exploration 
expenditure or development expenditure referred 
to in section 27 (3)(a) of the Land and Income Tax 
Amendment Act 1971 were a reference to an asset 
of the kind referred to in paragraph (i) of item 'a' of 
the formula in section 31 (3) of the Land and 
Income Tax Amendment Act (No. 2) 1972 (being an 
asset which a resident mining operator has acqUIred 
or become possessed of); and 
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"(f) The reference in section DN 1 (16Xa) to exploration 
expenditure or development expenditure referred 
to in section 27 (3)(a) of the Lana and mcome Tax 
Amendment Act 1971 were a reference to 
exploration expenditure or development 
expenditure referred to in paragraph (i) of item 'a' 
of the formula in section 31 (3) of the Land and 
Income Tax Amendment Act (No. 2) 1972, being 
exploration expenditure or development 
expenditure incurred by a resident mining operator. 

"(6) For the purposes of this section, subparagraphs (ill) to (v) 
of section DN 1 (15Xb) shall, with any necessary modifications, 
apply with respect to any asset of the kind referred to in 
paragraph (i) of item 'a' of the formula in section 31 (3) of the 
Land and Income Tax Amendment Act (No. 2) 1972 (being an 
asset which a resident mining operator has acquired or has 
become possessed of) as if-

"(a) Every reference in those suJ:>para~p.hs to a company 
were a reference to a resIaent mmmg operator; and 

"(b) Every reference in those subparagraphs to an asset 
referred to in section DN 1 (15)(bXii) were a 
reference to an asset of the kind referred to in 
paragraph (i) of item 'a' of that formula (being an 
asset which a resident mining operator has acquired 
or has become possessed of). 

"(7) Subsections (13) and (14) of section DN 1 shall, with any 
necessary modifications, apply for the purposes of this section 
as if-

"(a) Every reference in those subsections to a mining 
company and to a company were a reference to a 
resident mining operator; and 

"(b) The reference in section DN 1 (13XaXi) and (14)(c)(ii) to 
section DN 1 were a reference to this section; and 

"(c) The reference in section DN 1 (13Xa) to section 153F of 
the Land and Income Tax Act 1954 were a 
reference to section 153J of that Act and the 
reference in section DN 1 (13Xa) to section 27 of the 
Land and Income Tax Amendment Act 1971 were 
a reference to section 31 of the Land and Income 
Tax Amendment Act (No. 2) 1972. 

"DN 5. Non-resident mining operators-(I) A reference 
in the definitions of 'development expenditure', 'exploration 
expenditure', 'gross income from mining' and 'mining 
operations' to a mining company or to a company shall, in the 
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application of those definitions to this section, be taken as a 
reference to a non-resident mining operator. 

"(2) In relation to a non-resident mining operator and to a 
mining venture carried on by that operator as a non-resident 
mining operator,-

"(a) Subsections (5) to (12), (15Xa), (16), and (17) of section 
DN 1, and subsections (2) and (3) of section IH 4 
shall, with any necessary modifications, apply for 
the purposes of this sectlon as if-

"(i) Every reference in sections DN 1 (10), IH 4 (2), 
and IH 4 (3) to a mining company and every 
reference in each of the other provisions to a 
mining company or company were a reference to a 
non-resident mining operator; and 

"(ii) Every reference in subsections (5), (6), (8), (9), 
and (15Xa) of section ON 1 to gross income from 
mining were a reference to gross income from that 
mining venture; and 

"(ill) The words 'and subsection (3) shall apply 
accordingly in res~ct of that amount' were onntted 
from subsections (5) and (6)(a) of section ON 1; and 

"(iv) Every reference in section ON 1 (7) to section 
ON 1 were a reference to this section; and 

"(v) The reference in section DN 1 (7Xb) to section 
27 of the Land and Income Tax Amendment Act 
1971 were a reference to section 31 of the Land and 
Income Tax Amendment Act (No. 2) 1972; and 

"(vi) The reference in section ON 1 (7)(c) to an 
asset acquired by a company or of which a 
company has become possessed as a result of any 
exploration expenditure or development 
expenditure referred to in section 27 (3Xa) of the 
Land and Income Tax Amendment Act 1971 were 
a reference to an asset of the kind referred to in 
~graph (i) of item 'a' of the formula in section 31 
(3) of the Land and Income Tax Amendment Act 
(No. 2) 1972 (being an asset which a non-resident 
mining operator has acquired or has become 
possessed of); and 

"(vii) Every reference in subsections (8) and (15Xa) 
of section ON 1 to gross income other than gross 
income from mining were a reference to gross 
income other than gross income from a nnning 
venture; and 
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"(viii) The reference in section DN 1 (10Xd)(i) to 
mining operations or associated mining operations 
were a reference to a mining venture; and 

"(ix) The reference in section DN 1 (16)(a) to 
exploration expenditure or development 
expenditure referred to in section 27 (3Xa) of the 
Land and Income Tax Amendment Act 1971 were 
a reference to exploration expenditure or 
development expenditure referred to in paragraph 
(i) ofitem ca' of the formula in section 31 (3) of the 
Land and Income Tax Amendment Act (No. 2) 
1972, being exploration expenditure or 
development expenditure incurred by a non
resident mining operator; and 

"(b) Subparagraphs (iii), (iv), and (v) of section DN 1 (15)(b) 
shall, with any necessary modifications, apply with 
respect to any asset of the kind referred to in 
paragraph (i) of item ca' of the formula referred to 
m paragraph (a)(ix) (being an asset which a non
resident mining operator has acquired or has 
become possessed of) as if-

"(i) Every reference in those subparagraphs to a 
company were a reference to a non-resident mining 
operator; and 

"(ii) Every reference in those sub~~p'hs to an 
asset referred to in section DN 1 (15XbXn) were a 
reference to an asset of the kind referred to in 
paragraph (i) of item ca' of that formula (being an 
asset which a non-resident mining operator has 
acquired or has become possessed of); and 

"(iii) The reference in that subparagraph (iii) to 
gross income other than gross income from mining 
were a reference to gross income other than gross 
income from a mining venture; and 

"(c) Subsections (13) and (14) of section DN 1 shall, with any 
necessary modifications, apply for the purposes of 
this sectIon as if-

"(i) Every reference in those subsections to a 
mining company and to a company were a 
reference to a non-resident mining operator; and 

"(ii) The reference in section DN 1 (l4Xe) to gross 
income from mining were a reference to gross 
income from that mining venture; and 
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"(ill) The reference in subsections (13)(aXi) and 
(14)(c)(ii) of section DN 1, to section DN 1 were a 
reference to this section; and 

"(iv) The reference in section DN 1 (13Xa) to 
section 153F of the Land and Income Tax Act 1954 
were a reference to section 153K of that Act, and 
the reference to section 27 of the Land and Income 
Tax Amendment Act 1971 were a reference to 
section 31 of the Land and Income Tax 
Amendment Act (No. 2) 1972; and 

"(v) The reference in section DN 1 (14Xi) to gross 
income other than from mining were a reference to 
gross income other than gross income from a 
mining venture.". 

151. Certain deductions not allowed-racing 
bloodstock.-Section DO 1 is replaced by: 

"DO 1. Except as expressly provided in this Act, no 
deduction is allowed to a taxpayer in respect of any 
expenditure or loss to the extent to which the Commissioner IS 

satisfied it is incurred in-
"(a) Preparing any bloodstock for racing, other than any 

expenditure or loss incurred-
"(i) In the course of preparing that bloodstock for 

sale by a taxpayer who is in the business of 
breeding bloodstock and who does not race that 
bloodstock; or 

"(ii) By a taxpayer in exchange for consideration 
which is gross mcome of that taxpayer; or 

"(b) Racing any bloodstock, or otherwise incurred in relation 
to the racing of any bloodstock.". 

152. Certain expenditure on land used for farming or 
agricultural furposes-In section DO 8, the portion beTore 
paragraph (a) IS replaced by: 

"DO 3. Any taxpayer who in any income year is engaged in 
any farming or agricultural business on any land in New 
Zealand shall be allowed a deduction of the amount of any 
expenditure incurred by the taxpayer in that year, being 
expenditure that is not deductible otherwise than under thiS 
section or under section DO 4, in-", 

1 SS. Expenditure on land improvements used for 
farming or agriculture-(l) Section DO 4 (1) and (2) are 
replaced by: 
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"DO 4. (1) Any taxpayer who carries on any fanning or 
agricultural business on any land owned by that taxpayer in 
New Zealand shall in any income year other than the income 
year in which that taxpayer sells or otherwise disposes of that 
land, be allowed a deduction in respect of any expenditure of 
any of the kinds specified in Part A of Schedule 7 incurred by 
the taxpayer or by any other taxpayer in preparing or 
otherwise developing that land, and being expenditure which 
is of benefit to the business in that income year. 

"(2) Any taxpayer who carries on any fanning or 
agricultural business on any land in New Zealand which IS not 
owned by that taxpayer shall in any income year other than 
the income year in which that taxpayer ceases to carry on that 
farming or agricultural business on that land, be allowed a 
deductton in respect of any expenditure of any of the kinds 
specified in Part A of Schedule 7 incurred by that taxpayer in 
preparing or otherwise developing that land, and being 
expenditure which is of benefit to the business in that income 
year.". 

(2) Section DO 4 (4) is replaced by: 
"(4) The Commissioner may, in respect of any item of 

expenditure of a kind specified in clause 12 of Part A of 
Schedule 7, allow a deduction of an amount ~eater than that 
otherwise allowable under subsection (3) where the 
Commissioner is satisfied that the vines or trees have ceased to 
~xist or have ceased to be used in the derivation of gross 
UlCOme: 

Provided that this subsection shall not apply in respect of 
any vines or trees-

"(a) That have ceased to exist before 16 December 1991; or 
"(b) In respect of which the Commissioner is satisfied that 

those vines or trees have ceased, before 16 
December 1991, to be used in the derivation of 

. " gross Ulcome. . 

IS4. Expenditure on improvements in relation to 
aquaculture-Section DO 5 (1) and (2) are replaced by: 

"DO 5. (1) Any taxpayer who carries on any business of 
aquaculture in New Zealand shall, in any income year other 
than the income year in which that taxpayer ceases to carry on 
that business, be allowed a deduction in respect of any 
expenditure on improvements (being improvements owned by 
the taxpayer in that income year) of any of the kinds specified 
in any of Parts C to G of Schedule 7 incurred by the taxpayer 
or any other taxpayer, in preparing or otherwise developing 
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the business, and being expenditure which is of benefit to the 
business in that income year. 

"(2) Any taxpayer who carries on any business of 
aquaculture in New Zealand shall, in any income year other 
than the income year in which that taxpayer ceases to carry on 
that business, be allowed a deducuon in respect of any 
expenditure on improvements (being improvements which are 
not owned by that taxpayer in that Income year) of any of the 
kinds specified in any of Parts C to G of Schedule 7 incurred by 
that taxpayer, in preparing or otherwise developing the 
business, and being expenditure which is of benefit to the 
business in that income year.". 

IS5. Deductions by lessor of land used for farming or 
agricultural purposes-Section DO 6 is replaced by: 

"DO 6. Subject to section EG 19, where any taxpayer, being 
the owner of an estate in fee simple or of a leasehold estate in 
any land in New Zealand, has granted a lease or a sublease of 
the land to any person who carries on any farming or 
agricultural business on the land, the taxpayer shall, in any 
income year, be allowed deductions in respect of expenditure 
under section DO 3 or section DZ 3, being deductions which 
the taxpayer would be allowed if the taxpayer had personally 
carried on a farming or agricultural bUSIness on the land 
during the currency of the lease or sublease; and those sections 
as far as they are applicable and with any necessary 
modifications, shall apply accordingly as if the gross income of 
the taxpayer had been derived from carrying on a farming or 
agricultural business on the land during the income year and 
as if the persons employed in the business carried on by, the 
lessee or sublessee had been employed by the taxpayer. '. 

136. Farmers' expenditure on tree planting-Section 
DO 7 (1) is replaced by: 

"DO 7. (1) The Commissioner may, in relation to any 
taxpayer carrying on any farming or agricultural business on 
lana in New Zealand (that business being the J?rincipal business 
undertaken on that land), allow a deduction In respect of any 
expenditure, not being expenditure in respect of which a 
payment has been made or is to be made to the taxpayer 
under the Forestry Encouragement Grants Regulations 1981 or 
the Forestry Encouragement Grants Regulauons 1983, or in 
respect of which a deduction is allowed under section DO 3, 
incurred by the taxpayer during any income year in planting 
or maintaining trees (not being trees planted under a forestry 
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encouragement agreement under the Forestry Encouragement 
Act 1962 or trees planted primarily and principally for the 
production of fruit) on that land.". 

187. Amalgamated company entided to deductions for 
farming, agriculture and aquaculture ex,Penditure-In 
section DO 8, the portion after paragraph (d) IS replaced by: 
"the deduction shall be allowed to the amalgamated company 
for the income year.". 

188. New Subpart added-After Part DO, the following is 
added: 

"SUBPART P 
"ATTRIBUTED FOREIGN LOSSES AND FOREIGN INvEsTMENT FUND 

LOSSES 

"OP 1. Attributed foreign losses-( 1) If a person has an 
attributed foreign loss in relation to an income interest in a 
controlled foreign company for an income year, the person is 
allowed as a deduction for that year an amount equal to the 
lesser of the attributed foreign loss and the total of-

"(a) Any attributed foreign income of the person in the 
income year in respect of any other controlled 
foreign company resident in the same country or 
territory (referred to in this subsection as the 
'relevant country') as that in which the first
mentioned controlled foreign company was resident 
in the accounting periOd during which the 
attributed foreign loss arose; and 

"(b) Any foreign investment fund income calculated under 
the branch equivalent method derived by the 
person in the income year in respect of any foreign 
Investment fund resident in the relevant country. 

"(2) If in an income year an attributed foreign loss of a 
person exceeds the amount allowed as a deduction under 
subsection (1), that amount becomes an attributed foreign net 
loss of the person able to be offset under Part I against net 
income in a future income year or against net income of 
another company in the current or a future income year. 

"(3) A person may only take an amount of attributed foreign 
income or foreign investment fund income for an income year 
into account under subsection (1) to the extent that the person 
has not taken the amount into account in any other calculation 
under subsection (1) in respect of any other attributed foreign 
loss. 
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"DP 2. Foreign investment fund losses-(l) If a person 
has a foreign investment fund loss calculated under any 
calculation method other than the branch equivalent method 
for an income year, the person is allowed a deduction for that 
year of that foreign investment fund loss, to the extent that the 
foreign investment fund loss does not exceed the total of-

"(a) Any foreign investment fund income calculated under 
any calculation method other than the branch 
equivalent method derived by that person in that 
income year; and 

"(b) The excess of the foreign investment fund loss over the 
foreign investment fund income referred to in 
paragraph (a) to the extent that the excess does not 
exceed the aggregate of foreign investment fund 
income calcuIited under any calculation method 
other than the branch equivalent method derived 
by the person in any previous income years. 

"(2) For the purposes of applying subsection (1Xb) on any 
subsequent occasion, the aggregate amount of the foreign 
investment fund income denved by the person in previous 
years shall be deemed to have been reduced by an amount 
equal to any amount allowed as a deduction under 
subsection (1) that would not have been allowed as a deduction 
in the absence of subsection (l)(b). 

"(3) If in an income year a foreign investment fund loss of a 
person exceeds the amount allowed as a deduction under 
subsection (1), that excess becomes a foreign investment fund 
net loss of the person able to be offset under Part I by the 
person against net income in a future income year or against 
~et income of another company in the current or a future 
mcome year. 

"(4) If-
"(a) A person has in an income year a foreign investment 

fund loss in respect of an interest in a fund 
calculated under any calculation method other than 
the branch equivalent method; and 

"(b) The person acquired the interest-
"(i) As part of a business which compnses or 

includes dealing in such interests; or 
"(ii) For the purpose of deriving a gain on disposal 

of the interest; or 
"(iii) As part of an undertaking or scheme entered 

into or devised for the purpose of making a 
profit,-
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the preceding provisions of this section and the 
proVISions of section IG 5 shall not apply to the loss, 
which shall instead be deemed to be a loss incurred 
by the person in deriving the person's gross income. 

"OP 3. Branch equivalent method foreign investment 
fund losses-( 1) If a person has a foreign investment fund loss 
calculated under the branch equivalent method for an income 
year, the person is allowed as a deduction for that year an 
amount calculated by applying section OP 1 in respect of the 
loss as if-

"(a) The interest in the fund were an income interest in a 
controlled foreign company; and 

"(b) The foreign investment fund loss were an attributed 
foreign loss arising in respect of a branch equivalent 
loss; and 

"(c) References to the controlled foreign company were 
references to the fund. 

"(2) If in an income year a foreign investment fund loss 
calculated under the branch equivalent method of a person 
exceeds the amount allowed as a deduction under section 
OP 1, that excess becomes a foreign investment fund net loss 
of the person able to be offset under Pan I against net income 
in a future income year or against net income of another 
company in the current or a future income year.". 

139. Premium paid in respect of leased machinery
Section OZ 1 (1) is replaced by: 

"oz 1. (1) The Commissioner may allow such deduction as 
the Commissioner thinks fit in respect of any premium, fine, or 
foregift, or any consideration in die nature of a premium, fine, 
or foregift, paid by the tax{>ayer in respect of the lease before 
1 April 1993 of any machinery used by the taxpayer in the 
derivation of gross income, or in respect of the renewal of any 
such lease before 1 April 1993, in respect of the assignment or 
transfer of any such lease,.". 

140. Certain expenditure on land used for forestry 
purposes-( 1) In section DZ 2 (1), the portion before 
paragraph (a) is replaced by: 

"DZ 2. (1) Any taxpayer who carries on a forestry business 
on any land in New Zealand shall be allowed a deduction in 
relation to any expenditure incurred in that business in the 
1990-91 or any earlier income year in_". 

(2) Section DZ 2 (5) is replaced by: 
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"(5) Instead of claiming a deduction for the income year in 
which the expenditure is incurred of the total amount of the 
expenditure cillowed as a deduction under subsection (1), any 
taxpayer to whom this subsection applies shall, if the taxpayer 
so elects by notice in accordance with subsection (6) (which 
election shall, subject to subsection (7), be irrevocable), be 
entitled to allocate, in such manner as the taxpayer specifies in 
the notice, the whole or any part of that total amount to any 
income year (being the 1999-2000 or any earlier income year 
in which the taxpayer continues to carry on that business) 
succeeding the income year in which the expenditure is 
incurred and to deduct the amount so allocated in that 
succeeding income year; and any amount so allocated shall not 
be allowed as a deduction to the taxpayer in the income year 
in which the expenditure is incurred.". 

(3) Section DZ 2 (7Xa) and (b) are replaced by: 
"(a) Be allowed as a deduction in the income year in which 

the taxpayer ceased to carry on that business; or 
"(b) Be allocated equally to the income year in which that 

total amount was incurred and the succeeding 
income years in which the taxpayer has continued 
to carry on that business, and any amount or 
additional amount so allocated to any such income 
year shall be allowed as a deduction, or a further 
deduction, in that last-mentioned income year.". 

141. Certain expenditure on land used for farming or 
~cultural p~oses-( 1) In section DZ 3 (1), the portion 
before paragraph (a) is replaced by: 

"DZ 3. (1) Any taxpayer engaged in any farming or 
agricultural business on any land in New Zealand shall be 
allowed a deduction in relation to any expenditure incurred by 
the taxpayer in that business in the 1990-91 or any earlier 
income year, and not deductible otherwise than under this 
section or section DO 3 or section DO 4, in-". 

(2) Section DZ 3 (4) is replaced by: 
"( 4) Instead of claiming a deduction for the income year in 

which the expenditure is incurred of the total amount of the 
expenditure allowed as a deduction under subsection (1), the 
taxpayer shall, if the taxpayer so elects by notice in accordance 
with subsection (5) (which election shall, subject to 
subsection (6), be irrevocable), be entitled to allocate, in such 
manner as the taxpayer specifies in the notice, the whole or 
any part of that total amount to anyone of the 9 income years 
(being a year in which the taxpayer continues to carry on that 
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business) next succeeding the income year in which the 
expenditure is incurred and to deduct the amount so allocated 
in that succeeding income year; and any amount so allocated 
shall not be allowed as a deduction in the income year in which 
the expenditure is incurred.". 

(3) Section DZ 3 (6Xa) and (b) are replaced by: 
"(a) Be allowed as a deduction in the income year in which 

the taxpayer ceased to carry on that business; or 
"(b) Be allocated equally to the income year in which that 

total amount was incurred and the succeeding 
income years in which the taxpayer has continued 
to carry on that business, and any amount or 
additional amount so allocated to any such income 
year shall be allowed as a deduction, or a further 
deduction, in that last-mentioned income year.". 

142. Deduction of certain expenditure incurred by 
persons en~ in aquaculture-( 1) In section DZ 4 (1), 
the portion before paragraph (a) is replaced by: 

"DZ 4. (1) Any taxpayer engaged in the business of 
aquaculture in New Zealand shall be allowed a deduction in 
relation to any expenditure incurred by the taxpayer in that 
business in the 1990-91 or any earlier income year, and not 
deductible otherwise than under this section or under section 
DO 5,-". 

(2) Section DZ 4 (4) is replaced by: 
"(4) Instead of claiming a deduction for the income year in 

which the expenditure is incurred of the total amount of the 
expenditure allowed as a deduction under subsection (1), any 
taxpayer to whom this subsection applies shall, if the taxpayer 
so elects by notice in accordance with subsection (5) (which 
election shall, subject to subsection (6), be irrevocable), be 
entitled to allocate, in such manner as the taxpayer specifies in 
the notice, the whole or any :part of that total amount to any 
one of the 9 income years (bemg a year in which the taxpayer 
continues to carry on that business) next succeeding the 
income year in which the expenditure is incurred and to 
deduct the amount so allocated in that succeeding income 
year; and any amount so allocated shall not be allowed as a 
deduction in the income year in which the expenditure is 
incurred." . 

(3) Section DZ 4 (6Xa) and (b) are replaced by: 
"(a) Be allowed as a deduction in the income year in which 

the taxpayer ceased to carry on that business; or 
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"(b) Be allocated equally to the income year in which that 
total amount was incurred and the succeeding 
income years in which the taxpayer has continued 
to carry on that business, and any amount or 
additional amount so allocated to any such income 
year shall be allowed as a deduction, or a further 
deduction, in that last-mentioned income year.". 

145. Companies engaged in exploring for, searching 
for, or mining petroleum-(I) In section DZ 6 (4), the 
portion before paragraph (a) is replaced by: 

"(4) Where in the 1990-91 or any earlier income year, a 
petroleum mining company has incurred any development 
expenditure (whether or not as consideration paid or payable 
for the acquisition of any asset) in respect of its petroleum 
mining operations or its associated petroleum mining 
operations carried on in association with those petroleum 
mining operations, the Commissioner shall, subject to 
subsection (7), allow a deduction to that company of an 
amount e~ual to the amount of that development expenditure 
as follows: '. 

(2) In section DZ 6 (4), the provisos are replaced by: 
"Provided that, instead of claiming the whole or any part of 

the amount of the deduction specified in subparagraph (i) or 
subparagraph (ii) of paragraph (a), or in subparagraph (i) or 
subpara~ph (ii) of paragraph (b), for the mcome year in 
respect of that development expenditure, the petroleum 
mining company shall, if it so elects by notice in accordance 
with subsectton (12Xb), be entided to allocate, in such manner 
as it specifies in the notice, the whole or any part of that 
amount to anyone or more income years (being m each case 
an income year subsequent to the income year in which the 
deduction is otherwise allowed under the preceding provisions 
of this subsection) and to deduct the amount so allocated to 
any such income year in that subsequent year or those 
subsequent years: 

Provided also that where the petroleum mining company 
ceases in any income year (in this proviso referred to as the 
'year of cessation') to be a petroleum mining company before 
an amount equal to the total amount of that development 
expenditure has been allowed as a deduction the company 
may, if it so elects by notice in accordance with 
subsection (12Xc), allocate so much of that total amount as has 
not previously been allowed as a deduction between the year 
of cessation and any number (not exceeding 4) of the 
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immediately preceding years (not being income years 
preceding the income year in which that development 
expenditure was incurred) and any amount so allocated shall 
be allowed as a further deduction in the year to which it is so 
allocated: 

Provided further that where any such development 
expenditure is expenditure incurred on restoration of the kind 
referred to in paragraph (aXii) of the definition of 'development 
expenditure', the Commissioner shall allow a deduction of that 
expenditure in the income year in which that expenditure is 
incurred and not in any other income year.". 

(3) Section DZ 6 (5)(c)(ii) is replaced by: 
"(ii) The elector company shall be entitled to 

claim in respect of any income year (being the year 
of election or any of the 4 income years 
immediately succeeding the year of election) that an 
amount be deducted in that income year, equal to 
the amount appropriated, in respect of that income 
year, by the elector company, within the time 
within which it is required to furnish a return of its 
income for that income year (or within such further 
time as the Commissioner, in the Commissioner's 
discretion, may allow), to a special development 
reserve account of the elector company for the 
purposes of that specified development 

di " expen ture: . 
(4) Section DZ 6 (5)(e) is replaced by: 
"(e) The amount of any deduction claimed under 

paragraph (c)(ii) by the elector company in respect 
of any income year shall not exceed the amount of 
its net income for that income year calculated as if 
a deduction were not allowed under paragraph (c)(ii) 
in that income year or an amount equal to the 
amount remaming, in the development 
commitment account kept by the elector company, 
immediately before the claiming of that deduction, 
whichever lS the less:". 

(5) Section DZ 6 (5Xg) and (h) are replaced by: 
"(g) Where a deduction {not being a deduction which has 

subsequently. been disallowed pursuant to 
paragraph m or paragy:aph (k)) has been allowed 
under paragraph (cXii) in any income year to the 
elector company and the petroleum mining 
company ceases to be a petroleum mining company 
before it has used, for tlie purposes of the specified 
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development expenditure, an amount equal to the 
amount so allowed as a deduction, or, as the case 
may be, the aggregate of all such amounts so 
allowed as a deduction in every income year to 
every elector company, the Commissioner may, to 
the extent of an amount which is, or amounts 
which in the aggregate are, equal to the amount so 
not used, dis31low in such proportions as the 
Commissioner considers fair and equitable, the 
whole or any part of any such deduction and, 
notwithstanding the time bar, at any time alter any 
assessment accordingly: 

"(h) Where a deduction (not being a deduction which has 
subsequendy been disallowed under paragraph G) or 
paragraph (k)) has been allowe<i under 
paragraph (cXii) in any income year to the elector 
company and the amount so allowed as a deduction 
or, as the case may be, the aggregate of all such 
amounts so allowed as a deduction ID every income 
year to every elector company, exceeds the amount 
of the specified development expenditure incurred 
by the petroleum mining company, for the 
purposes of which an amount equal to that amount, 
or the aggregate of those amounts, so allowed as a 
deduction was to be used, the Commissioner may, 
to the extent of an amount which is, or amounts 
which in the aggregate are, equal to the amount of 
that excess, diSallow in such proportions as the 
Commissioner considers fair and equitable, the 
whole or any part of any such deduction and, 
notwithstanding the time bar, at any time alter any 
assessment accordingly:". 

(6) In section DZ 6 (5)(i), the portion before subparagraph (i) 
is replaced by: 

"(i) Where a deduction has been allowed under 
paragraph (c)(ii) of any amount in respect of the 
amount appropriated by the elector company, no 
other deduction shall be allowed under any other 
provision of this Act to the elector company or any 
other com~y-". 

(7) In section DZ 6 (5)(j), the portion before subparagraph (ill) 
is replaced by: 

"GJ Where a deduction has been allowed, under 
paragraph (cXii) in any income rear to the elector 
company, and the petroleum mming company has 
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not, on or before the last day of the period of the 4 
income years immediately succeeding the year of 
election (that last day being referred to in this 
subsection as the 'development day'), commenced 
to incur, in the perlorming of the specified 
development work with expedition and in 
accordance with good oil-field and gas-field practice, 
the specified development expenditure,-

"(i) No deduction shall be allowed under this 
subsection to the elector company in any income 
year ending after the development day: 

"(ii) The Commissioner shall disallow any 
deduction which has been allowed under that 
paragraph to the elector company in the year of 
electlon, and for this purpose the Commissioner 
may, notwithstanding the time bar, at any time 
make a revised assessment in respect of the year of 
election:" . 

(8) Section DZ 6 (5X1Xii) is replaced by: 
"(ii) No deduction shall be allowed under this 

subsection to the elector company in any income 
year commencing after the last day of the 5th 
mcome year immediately succeeding the income 
year which ended on the development day:". 

(9) Section DZ 6 (9Xe) is replaced by: 
"(e) In any case where the amount of the expenditure 

incurred by that company in the restoration of that 
damaged asset exceeds the amount of that 
insurance payment made to it in respect of the loss 
which has occurred in relation to that damaged 
asset, the amount of that excess shall be allowed as 
a deduction to that company in the income year in 
which that excess arises and not in any other . " mcome year: . 

(10) Section DZ 6 (9XiXi) is replaced by: 
"(i) That -damaged asset is transferred from the 

petroleum exploration operations, petroleum 
mining operations, or associated petroleum mining 
operatlons of that company and is used by that 
company wholly or principally for the purpose of 
deriving gross income other than gross income from 
petroleum mining; or". 

(11) Sectlon DZ 6 (10Xc) is replaced by: 
"(c) An asset in which a petroleum mining company has 

such a share or interest is used for the purpose of 
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deriving gross income other than gross income from 
petroleum mining,-". 

(12) Sectlon DZ 6 (12Xa) is replaced by: 
"(a) Made under the proviso to section 214B (5) of the 

Income Tax Act 1976 by which a proportion of the 
loss arising from the deduction of the exploration 
expenditure incurred in any income year by a 
petroleum mining company was to be allowed as a 
deduction to a taxpayer, being a company that is a 
shareholder of that petroleum mining company, 
shall be irrevocable:". 

(13) Section DZ 6 (12Xd) is replaced by: 
"(d) Under section IH 2 by which a proportion of the loss 

arising from the deduction of an amount in respect 
of development expenditure incurred by a 
petroleum mining company is to be deducted, 
being a com~y that is a shareholder of that 
petroleum mming company, shall be irrevocable 
and shall be in writing and shall be given to the 
Commissioner within the time within which the 
taxpayer is required to furnish a retum of its 
income for the income year in which that loss 
arises:". 

(14) Section DZ 6 (13Xh) is replaced by: 
"(h) Used by that company wholly or principally for the 

purpose of deriving its gross income, other than 
gross income from r,etroleum mining, derived in 
that income year; or'. 

Amendments to Part E 
144. Amounts credited in account or otherwise dealt 

with-( 1) Section EB 1 (1) is replaced by: 
"EB 1. (1) For the purposes of this Act an amount shall be 

deemed to have been derived by a person although it has not 
been actually paid to or received by the person, or already 
become due or receivable, but has been credited in account, or 
reinvested, or accumulated, or capitalised, or carried to any 
reserve, sinking, or insurance fund, or otherwise dealt with in 
the person's interest or on the person's behalf.". 

(2) In section EB 1 (3), the portion before paragraph (a) is 
replaced by: 

"(3) Notwithstanding anything in subsection (1), where a 
deduction is allowed to a company for an income year in 
respect of expenditure incurred by way of monetary 
remuneration paid or payable to a person who in relation to 
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the company is a shareholder-employee, the shareholder
employee shall for the purposes of this Act be deemed to have 
denved the monetary remuneration-". 

li5. Allocation of gross income received in 
anticipation-Section EB 2 is replaced by: 

"EB 2. (1) When gross income is derived by any person in 
any year by way offines, premiwns, or payment for goodwill 
on the grant of a lease, or m any other like manner by way of 
anticipation, the Commissioner may, at the request of that 
person during the next succeeding year, allocate that gross 
mcome between the income year and any number of 
subsequent years not exceeding 5, and the part so allocated to 
each of those years shall be deemed to have been derived in 
that year. 

"(2) Any such allocation may be at any time cancelled by the 
Commissioner, and where it is cancelled the gross income 
allocated to the year of cancellation and future mcome years 
shall be deemed to be derived during the year preceding that 
in which the allocation was so cancened.". 

146. Capitalisation of mortgage interest-Section 
EB 3 (1) and (2) are replaced by: 

"EB 3. (1) Where at any time (but not earlier than 1 October 
1936, being the date of the passing of the Mortgagors and 
Lessees Rehabilitation Act 1936) any interest payable under 
any mortgage of real or personal property has been capitalised 
(whether under that Act or otherwise), the Commissioner may 
determine the year or years in which it became payable, and 
the interest allocated to any year by any such determination of 
the Commissioner shall be deemed for the purposes of section 
EB 1 to have been derived in that year. 

"(2) Where it is proved to the satisfaction of the 
Commissioner that any interest that has been capitalised as 
mentioned in subsection (1) has become a bad debt and has in 
any income year been actually written off as a bad debt by the 
person by whom it is deemed to have been derived, the 
amount so written off shall be allowed as a deduction to that 
person in that income year: 

Provided that all amounts at any time received on account 
of any such bad debt shall be gross income derived in the year 
in which they are received.". 

147. Interest from inflation-indexed instruments
Section EB 4 (1) is replaced by: 
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"EB 4. (1) The purpose of this section is to deem the 
inflation-linked component of any inflation-indexed debt 
instrument to be credited to the account of the holder on an 
annual basis.". 

148. Adjustment for incorrect accounting practice in 
previous years-Section EC 1 is replaced by: 

"EC 1. (1) This section applies if in respect of an income year 
(that income year being referred to in this section as the 'year 
of adjustment') the Commissioner is satisfied that the gross 
income or allowable deductions of a person in respect of a 
business for any income year or income years (that income 
year or those income years being referred to in this section as 
the 'preceding period') preceding the year of adjustment have 
been understated or overstated by reason of the whole or any 
part of that gross income or those allowable deductions having 
been calculated-

"(a) By reference to cash receipts or outgoings and without 
taking into account amounts owing to or by the 
taXpayer at the beginning or end of any income 
year in the preceding period; or 

"(b) By taking into account provisions or reserves which are 
not cillowed as deductions; or 

"(c) Without taking into account provisions or reserves 
which are allowed as deductions; or 

"(d) By including as gross income for an income year in the 
preceding period an incorrect proportion of any 
amount received by the taxpayer in respect of 
transactions not completed at the end of the 
mcome year. 

"(2) The Commissioner may, with respect to a taxpayer to 
whom this section applies and to a year of adjustment, deem 
the following amounts to be gross income derived by the 
taxpayer in that year-

"(a) Where subsection (IXa) applies, the total of the amounts 
owing to the taxpayer at the end of the preceding 
period; and 

"(b) The total amount of any provisions or reserves to which 
subsection (1 Xb) refers; and 

"(c) The total of any amounts to which paragraph (d) refers 
that are in respect of transactions not completed at 
the end of the preceding period and that had not 
been included in annual gross income for any 
income year in the preceding period. 
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"(3) The Commissioner may, with respect to a taxpayer to 
whom this section applies and to a year of adjustment, deem 
the following amounts to be allowable deductions incurred by 
the taxpayer in that year-

"(a) Where subsection (IXa) applies, the total of the amounts 
owed by the taxpayer at the end of the preceding 
period; and 

"(b) The total amount of any provisions or reserves to which 
subsection (1 Xc) refers; and 

"(c) The total of any amounts to which subsection (1)(d) 
refers that are in respect of transactions not 
completed at the end of the preceding period and 
that had been incorrecdy included in annual gross 
income for any income year in the preceding 
period. 

"(4) If the net effect of all adjustments made in accordance 
with subsections (2) and (3) (referred to in this subsection as the 
'net adjustment amount') would, in the absence of this 
subsection, be to increase a taxpayer's net income for a year of 
adjustment by more than $1,000, the Commissioner shall 
notify the taxpayer accordingly, and the taxF.yer shall, if the 
tax~yer elects by notice in accordance With subsection (5) 
(which election shall be irrevocable), be entided to reduce the 
amount of gross income allocated to the year of adjustment by 
an amount equal to the net adjustment amount, and-

"(a) To allocate that gross income equally between the year 
of adjustment and any number of the immediately 
preceding income years not exceeding 3; or 

"(b) Where the taxpayer continues to carry on business, to 
allocate that gross income equally between the year 
of adjustment and any number of subsequent 
income years not exceeding 3: 

Provided that any allocation of gross income made in 
accordance with paragraph (b) may be at any time cancelled 
by the Commissioner, and where it is cancelled the amount of 
gross income so allocated, to the extent to which it has not 
been allocated to any earlier income year, shall be allocated to 
the income year in which the allocation was cancelled. 

"(5) Every notice of election under subsection (4) shall be in 
writing, and shall be given to the Commissioner within one 
month after the Commissioner has given notice to the 
taxpayer in accordance with subsection (4), or within such 
further period as the Commissioner allows in any case or class 
of cases.". 
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149. Year in which accident compensation levy and 
employer premium, etc., deductible-Section ED 1 (1), (2) 
and (3) are replaced by: 

"ED 1. (1) Any amount of accident compensation levy that 
becomes due from and payable by the taxpayer in an income 
year is deemed to be expenditure incurred by the taxpayer in 
that income year and in no other income year, and the 
deduction (if any) allowable in respect of the levy under section 
BD 2 shall be computed accordingly. 

"(2) Any amount of premium from employers or premium 
from other earners that becomes due from and payable by the 
taxpayer in an income year is deemed to be expenditure 
incurred by the taxpayer in that income year and in no other 
income year, and the deduction (if any) allowable in respect of 
the premium under section BD 2 shall be computed 
accordingly. 

"(3) Notwithstanding subsection (1) or subsection (2), 
where-

"(a) Any amount of accident compensation levy or premium 
from employers or prenuum from other earners has 
been allowed as a deduction in any income year 
preceding the income year in which that amount 
became due and payable by the taxpayer; and 

"(b) By reason of the time bar or otherwise, the 
Commissioner cannot lawfully alter the assessment 
for that income year,-

that amount of levy or premium shall be deemed to be 
expenditure incurred by die taxpayer in the income year in 
which it was allowed as a deduction, and not in any other 
. " mcome year .. 

150. Year in which fringe benefit tax deductible
Section ED 2 is replaced by: 

"ED 2. Any amount of fringe benefit tax that becomes due 
and payable by a taxpayer in respect of fringe benefits 
provided or granted in an income year is deemed to be 
expenditure incurred by the taxpayer in that income year and 
in no other income year, and the deduction (if any) allowable 
in respect of the fringe benefit tax under section BD 2 shall be 
computed accordingfy.". 

151. Year in which specified superannuation 
contribution withholding tax deductible-Section ED 3 is 
replaced by: 
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"ED 3. Any amount of specified superannuation 
contribution withholding tax that becomes due and payable by 
a taxpayer in respect of specified superannuation contributions 
made by the taxpayer ID an income year is deemed to be 
expenditure incurred by the taxpayer in that income year and 
in no other income year, and the deduction (if any) allowable 
in respect of that withholding tax under section BD 2 shall be 
computed accordingly.". 

162. Accounting for goods and services tax-Section 
ED 4 (2) and (3) are replaced by: 

"(2) Subject to subsection (3), no deduction shall be allowed 
to a person for-

"(a) Any amount of input tax charged, levied or calculated in 
relation to the supply of goods and services to that 
person; 

"(b) Any amount of goods and services tax payable by that 
person to the Commissioner. 

"(3) Notwithstanding anything in subsections (1) and (2),
"(a) A person shall be allowed a deduction for any amount 

of output tax charged in respect of a supply of 
goods and services deemed to be made by that 
person under section 21 (1) or section 21 (3) of the 
Goods and Services Tax Act 1985; 

"(b) A person's gross income shall include any amount 
calculated in accordance with section 21 (5) of the 
Goods and Services Tax Act 1985, in respect of the 
application of any goods and services, and allowed 
as a deduction under section 20 (3 X e) of that Act: 

Provided that this subsection shall only apply-
"(c) To the extent that expenditure incurred by that person 

in the acquisition or production of those goods and 
services is allowed as a deduction to a person under 
this Act; or 

"(d) To the extent that a deduction by way of depreciation is 
allowed under section EG 1 (1) ID respect of those 
goods and services: 

Provided further that this subsection shall not apply to any 
amount which relates to the application of any capital asset-

"(e) For the principal purpose of making taxable supplies, 
where that asset was acquired or produced other 
than for the principal purpose of making taxable 
supplies; or 

"(f) Other than for the principal purpose of making taxable 
supplies, where that asset was acquired or produced 
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for the principal purpose of making taxable 
supplies; or 

"(g) For a purpose other than the purpose of deriving gross 
income of that person.". 

158. Nature of interest under Part VII of Tax 
Administration Act 1994-Section ED 5 is replaced by: 

"ED 5. Interest payable under Part VII of the Tax 
Administration Act 1994 is gross income for the pwp:>ses of 
this Act, except for the purposes of the accruals rules.". 

154. Treatment of interest under Part VII of Tax 
Administration Act 1994-( 1) In section ED 6 (1), the 
portion before paragraph (a) is replaced by: 

"ED 6. (1) Interest payable to the Commissioner by a 
taxpayer under Part VII of the Tax Administration Act 1994 in 
respect of a tax liability is expenditure incurred by the 
taxpayer-". 

(2) In section ED 6 (2), the portion before paragraph (a) is 
replaced by: 

"(2) Interest payable by the Commissioner to a taxpayer 
under Part VII of the Tax Administration Act 1994 after the 
assessment of a tax liability (if anr,) of the taxpayer is gross 
income of the taxpayer, derived- '. 

155. R.eassessments-(I) Section ED 7 (1) is replaced by: 
"ED 7. (1) If the Commissioner reassesses a taxpayer's 

liability,-
"(a) Any interest payable by the taxpayer under Part VII of 

the Tax Administration Act 1994 in respect of the 
tax liability, as a result of the reassessment, is 
expenditure incurred in the income year 
immediately after the income year in which the 
Commissioner issues the notice of reassessment 
(referred to in this section as the 'reassessment 
year'); and 

"(b) Any interest payable by the Commissioner under Part 
VII of the Tax Administration Act 1994 in respect 
of the tax liability, as a result of the reassessment, is 
~oss income derived in the income year 
unmediately after the reassessment year; and 

"(c) Any interest already paid by the taxpayer under Part 
VII of the Tax Administration Act 1994 in respect 
of the tax liability that is repayable to the taxpayer 
by the Commissioner as a result of the reassessment 
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is gross income derived in the income year 
immediately after the reassessment year; and 

"(d) Any interest already paid by the Commissioner under 
Part VII of the Tax Administration Act 1994 in 
respect of the tax liability that is repayable to the 
Commissioner as a result of the reassessment is 
expenditure incurred in the income year 
immediately after the reassessment year; and 

"(e) Section ED 5 continues to apply to the amount of 
interest that, before the reassessment, was gross 
income, as if that amount were at all times the 
correct amount of interest calculated under Part VII 
of the Tax Administration Act 1994.". 

(2) Section ED 7 (3) is replaced by: 
"(3) Subsection (IXa) and (d) shall not apply in relation to a 

taxr,a;yer, if-
, (a) The taxpayer's executor or other representative so 

requests the Commissioner; and 
"(b) The interest or other payment is allowed as a deduction 

in the reassessment year; and 
"(c) The application of subsection (1 Xa) or subsection (d) 

results in interest or another amount payable by a 
taxpayer being expenditure incurred within an 
income year; and 

"(d) The amount is allowed as a deduction; and 
"(e) The taxpayer dies, goes into liquidation, or otherwise 

ceases to exist before the income year immediately 
after the reassessment year.". 

156. Different income years-Section ED 8 is replaced by: 
"ED 8. Sections ED 6 and ED 7 shall each apply even though 

the income tax liability giving rise to an oliligation to pay 
interest, and the interest period for the interest payment, may 
fall in whole or in part in a different income year to the one in 
which the interest is incurred or derived under those 
sections." . 

157. Valuation of trading stock, including livestock
(1) Section EE 1 (1) is replace3 by: 

"EE 1. (1) Where any taxpayer owns or carries on any 
business, the value of the taxpayer's trading stock at the 
beginning and at the end of every income year shall be taken 
into account in calculating the taxpayer's net income or net 
loss for that year.". 

(2) Section EE 1 (5XeXii) is replaced by: 
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"(ii) Where the taxpayer and the group company 
have different balance dates, the Commissioner has, 
on the application of the taxpayer or the group 
company m such form as the Commissioner may 
allow, determined that this difference is necessary 
in order to avoid a material distortion of the net 
income calculated under this Act of either that 
would arise if they had income years or non
standard accounting years ending with the same 
balance date by causing gross income and allowable 
deductions for a single business cycle to be reported 
in different income years,-

the taxpayer may elect, by filing accordingly its return of 
income for the income year, to value the trading stock at the 
end of the income year in accordance with this section as if it 
and the group company were one company.". 

(3) Section EE 1 (9) is replaced by: 
"(9) An amount equal to the value of the trading stock of 

any taxpayer at the beginning of any income year shall be 
allowed as a deduction to the taxpayer for that income year.". 

158. Insurance receipts to be gross income-Section 
EE 2 (2) is replaced by: 

"(2) The gross income of a taxpayer for any income year is 
deemed to include the amount of any insurance, indemnity, 
compensation or damages received in that income year by the 
taxpayer in respect of the loss or destruction of, or damage to, 
any asset in respect of which this section applies, if the cost of 
that asset has in any income year been allowed as a deduction 
to the taxpayer (other than by way of a deduction in respect of 
the depreciation of that asset).". 

159. Accrual expenditure-{I) Section EF 1 (1) and (2) are 
replaced by: 

"EF 1. (1) Where any person has incurred any accrual 
expenditure-

"(a) That expenditure is allowed as a deduction when it is 
incurred in accordance with this Act; and 

"(b) The unexpired portion of that expenditure at the end of 
an income year shall be mcluded in the gross 
income of the person for that income year and shall 
be allowed as a deduction in the following income 

" year .. 
(2) Section EF 1 (3Xd) is replaced by: 
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"(d) Whether, in respect of that person or class of persons 
and the item or items of accrual expenditure, the 
difference between expenditure that is determined 
under this section (other than this subsection) and 
expenditure that would be allowed as a deduction if 
the discretion given to the Commissioner under this 
subsection were exercised, is not a material 
amount.". 

(3) Section EF 1 (5)(a) is replaced by: 
"(a) Where the expenditure relates to the purchase of goods, 

the amount of expenditure incurred on goods not 
used in deriving gross income:". 

160. Matching regime for cost of revenue account 
property-After sectlon EF 1, the following is added: 

"EF 2. (1) Subject to subsection (2), a taxpayer must allocate 
an allowable deduction in respect of the cost of any revenue 
account property to the later of-

"(a) The income year in which the property is disposed of by 
the taxpayer; and 

"(b) The income year (or years) in which the gross income is 
derived by the taxpayer in respect of the disposition 
of the property. 

"(2) This section does not apply if-
"(a) The property is trading stock of the taxpayer required 

to be taken into account under section EE 1; or 
"(b) The unexpired portion of an amount of accrual 

expenditure in relation to the property is included 
in the gross income of the taxpayer under section 
EF 1; or 

"(c) The property is a financial arrangement; or 
"(d) The property is a specified lease or a lease to which 

section EO 2 applies. 
"(3) If subsection (1)(b) applies and the gross income of the 

taxpayer in respect of the disposition of the property is derived 
in two or more income years, the taxpayer must allocate under 
subsection (1 Xb) to each income year that proportion of the 
allowable deduction which the gross income derived in that 
income year represents as a proportion of the total gross 
income in respect of the disposltion. 

"(4) If a taxpayer, when performing the allocation required 
by subsection (3), cannot identify the amount of total gross 
income in respect of the disposition of the property, the 
taxpayer must use in the allocation the amount of total gross 
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income that the taxpayer reasonably expects to derive from 
the disposition.". 

161. Annual depreciation deduction-Section EG 1 is 
replaced by: 

"EG 1. (1) Subject to this Act, a taxpayer is allowed a 
deduction in an Income year for an amount on account of 
depreciation for any depreciable property owned by that 
taxE:yer at any time dunng that income year. 

'(2) No depreciation deduction shall be allowed in respect of 
any property for the income year in which the property is sold 
?r otherwise disposed of, except in the case of property that 
15-

"(a) A building; or 
"(b) Schedule depreciable property.". 

162. Formula for calculating depreciation deduction
(1) In section EG 2 (1), the portion before paragraph (a) is 
replaced by: 

"EG 2. (1) Subject to this Act and to subsection (2), the 
deduction allowed to a taxpayer for any income year on 
account of depreciation under section EG 1 for any depreciable 
property shall be the smallest of the following amounts:". 

(2) Section EG 2 (2Xa) is replaced by: 
"(a) The amount on account of depreciation allowed as a 

deduction under section EG 1 in that income year in 
respect of all such property within a pool shall be 
equal to the aggregate of all deductions calculated 
in accordance with section EG 11 in respect of that 
income year; and". 

163. Depreciation lIlethod-(I) In section EG 3 (1), the 
portion before paragraph (a) is replaced by: 

"EG 3. (1) In calculating for any income year the deduction 
allowed on account of depreciation for any depreciable 
property other than fixed life intangible property, a taxpayer 
may elect to use-". 

(2) Section EG 3 (2) is replaced by: 
"(2) In calculating for any income year the deduction 

allowed on account of depreciation for any fixed life intangible 
property, a taxpayer shall use only the straight-line method.". 

(3) Section EG 3 (6) is replaced by: 
"(6) Where a taxpayer elects for any income year to change 

the method of calcl.llating the deduction allowed on account of 
depreciation in relation to any item of depreciable property 
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from the diminishing value method to the straight-line 
method, the adjusted tax. value of the property at the end of 
that income year (before any deduction for depreciation in 
that income year has been made) shall be treated as the cost of 
the property for the purposes of calculating the deduction in 
accordance with the stralght-line method.". 

164. Special and provisional economic rates-Section 
EG 10 (11 Xb) is replaced by: 

"(b) In all the circumstances, it can reasonably be concluded 
that the taxpayer purported to change from the 
special economic rate to the general economic rate 
or the provisional economic rate for the purpose, or 
for purposes including the purpose, of enabling the 
taxpayer to defer the deduction allowed for the 
decline in value of that depreciable property which 
occurred in that subsequent income year.". 

165. Pool method of depreciation-(I) In section 
EG 11 (1), the portion before the formula is replaced by: 

"EG 11. (1) The deduction allowed to a taxpayer for any 
income year on account of depreciation in respect of any pool 
of depreciable propertr, shall be calculated in accordance with 
the following formula: '. 

(2) Section EG 11 (2) is replaced by: 
"(2) Any deduction allowed to a taxpayer for any income 

year on account of depreciation in respect of a pool shall be 
subtracted from the adjusted tax value of the pool as at the last 
day of that income year.". 

(3) Section EG 11 (4)(cXi) is replaced by: 
"(i) An amount equal to the adjusted tax value of 

that pool shall be allowed as a deduction to the 
taxpayer in that income year; and". 

166. Depreciation of depreciable ProFrty that can no 
longer be used-(I) Section EG 12 (1) and (2) are replaced by: 

"EG 12. (1) The deduction allowed to a taxpayer for any 
income year on account of depreciation in respect of any 
deereciable property that can no longer be used (other than a 
building or property that has been depreciated using the pool 
depreciation method) shall be, if the Commissioner so 
determines, an amount equal to the adjusted tax value of that 
property. 
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"(2) The deduction allowed under subsection (1) shall be an 
amount equal to the adjusted tax value of the property at the 
beginning of that income year.". 

(2) In section EG 12 (3), the portion before paragraph (a) is 
replaced by: 

"( 3) Where a deduction is allowed under subsection (1) in 
respect of any depreciable property,-". 

167. Additional depreciation in respect of certain new 
assets acquired or improvements made between 16 
December 1991 and 1 April 1994-(1) Section EG 15 (3Xa) is 
replaced by: 

"(a) A deduction shall be allowed to the transferee company 
under subsection (1) in respect of any period 
occurring after the time of the sale or other disposal 
of the asset to the transferee company as if the 
transferee company were the same taxpayer as the 
transferor company; but". 

(2) Section EG 15 (4) is replaced by: 
"(4) Where any person-
"(a) Has derived only exempt income under this Act, but in 

any income year commences to derive gross income 
under this Act; and 

"(b) Would, but for having derived only exempt income at 
the time the person acquired an asset or made an 
improvement to an asset, be allowed a deduction 
under subsection (1) in respect of that asset and any 
income year in which the person is taxable,-

that person shall be treated for the r.urposes of the definitions 
of the terms 'qualifying asset', 'qualifying improvement', 'new 
asset' and 'New Zealand-new asset' in section OB 1, and of the 
term 'qualifying capital value' in subsection (5) of this section, 
as having been a taxpayer at the time the person acquired the 
asset or made the unprovement, and the qualifying capital 
value of any asset owned by the person shall be determined as 
if the person had been allowed any deduction by way of 
depreciation under this Act in respect of any income year or 
period during which the person derived only exempt income.". 

168. Low value asset write-off-Section EG 16 (1) is 
replaced by: 

"EG 16. (1) The cost of any low value property that is
"(a) Acquired or created by the taxpayer in an income year 

for the purpose of deriving gross income, or of 



1728 Taxation (Core Pruuisions) 1996, No. 67 

canying on a business for the purpose of deriving 
gross income; and 

"(b) Primarily and principally used or available for use in 
that income year for such purpose,-

shall be allowed as a deduction to the taxpayer in that income 
" year .. 

169. Supplementary depreciation allowance for flant 
and machinery used in 2 and S shift industrles
(1) Section EG 18 (3) is replaced by: 

"(3) Where the Commissioner is satisfied that any taxpayer 
engaged in any business in New Zealand has incurred 
expenditure of a capital nature in acquiring or installing or 
extending any plant and machinery to be used as 2 shift plant 
and machinery or 3 shift plant and machinery wholly for the 
purposes of any business carried on in New Zealand, the 
Commissioner may, subject to this section and section EG 19, 
allow a deduction in accordance with this section by way of 
supplementary depreciation in respect of that plant and 

hin " mac ery .. 
(2) Section EG 18 (4)(b) is replaced by: 
"(b) Be in addition to any deduction allowed by way of 

depreciation in respect of that plant and machinery 
under section EG 1.". 

170. Disposition of depreciable property-( 1) Section 
EG 19 (3) and (4) are replaced by: 

"(3) Subject to subsection (4), where in any income year any 
depreciabIe property (other than a building) is disposed of by a 
taxpayer for a consideration that is less than its adjusted tax 
value at the time of disposition, the amount by which the 
adjusted tax value of the property as at the date of disposition 
exceeds the consideration derived by the taxpayer from the 
disposition shall be allowed as a deduction to the taxpayer in 
the income year in which the sale or disposition occurs. 

"(4) Where any property of a taxpayer-
"(a) Was, at any time during the time it was owned by that 

taxpayer, subject to paragraph (d) or paragraph (e) 
of section EG 2 (1) of this Act, or to paragraph (d) or 
paragraph (e) of section 108A (1) of the Income Tax 
Act 1976; or 

"(b) Was, in the 1992-93 income year or any earlier income 
year, property on which the deduction on account 
of depreciation allowed to the taxpayer by the 
Commissioner under section 108 of the Income Tax 
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Act 1976 (as that section was then in force) was less 
than the deduction that the Commissioner would 
have allowed the taxpayer if the taxpayer had used 
the property wholly In deriving gross Income or in 
canying on a business for the purpose of deriving 
gross income on account of the property not being 
wholly so used,-

the amount of any-
"(c) Gross income derived under subsection (2) where the 

property is disposed of for a consideration that is 
less than or equal to the cost of the property to the 
taxpayer; or 

"(d) Deduction allowed under subsection (3),-
shall be calculated in accordance with the following formula: 

" a 
(b - c) x d 

"where-
"a is the total of all deductions actually taken in each of the 

income years in which the taxpayer owned the property 
in accordance with section EG 1 of this Act or 
section 108 of the Income Tax Act 1976; and 

"b is the cost of the property to that taxpayer; and 
"c is the adjusted tax value of the property on the day on 

which the property is disposed of; and 
"d is the amount calculated in accordance with 

subsection (2Xb) or the allowable deduction calculated in 
accordance with subsection (3).". 

(2) Section EG 19 (6) is replaced by: 
"(6) Where the adjusted tax value of any depreciable 

property of a taxpayer becomes negative in any income year 
as a consequence of the applicauon of subsection (5), an 
amount equal to that netfcltive amount shall be gross income 
derived by the taxpayer ID that income year.". 

(3) After section EG 19 (10), the following is added: 
"( 11 ) The amount of gross income derived by a life insurer 

by virtue of the application of subsection (4) on sale or other 
disposal of an asset shall be calculated on the basis that the 
value to which that asset has or would have been reduced by 
the deductions allowed in respect of the depreciation of that 
asset, shall be equal to the cost price or acquisition value of 
that asset less all such deductions.". 
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171. Accruals in relation to gross income and 
expenditure in respect of financial arrangements
(1) Section EH 1 (2) ana (3) are replaced by: 

"(2) Subject to this section, where any person is a holder or 
an issuer of a financial arrangement the amount that shall be 
deemed to be gross income or expenditure of that person in 
respect of the financial arrangement in any income year shall 
be an amount calculated using the yield to maturity method so 
as to result in the allocation to each income year of an amount 
that is fair and reasonable, and such amount so allocated to 
each income year shall be gross income deemed to be derived 
by or expenditure deemed to be incurred by the person in 
respect of the financial arran&ement in the income year: 

Provided that the CommisSIOner shall accept an alternative 
method to the yield to maturity method, that has regard to the 
principles of accrual accounting, and-

"(a) Conforms with commercially acceptable practice; and 
"(b) Except to the extent that the Commissioner may 

otherwise allow under subsection (7), is adopted by 
the person and is or will be consistently applied in 
respect of all such financial arrangements for 
financial reporting purposes; and 

"(c) Results in the allocation to each income year of amounts 
that are not materially different from amounts that 
would be calculated but for this proviso. 

"(3) Notwithstanding subsection (2), but subject to the other 
provisions of this section, where in any income year the total 
value of all financial arrangements of which a person is a 
holder or an issuer has on no day within that income year 
exceeded $1,000,000 or such greater amount as the Governor
General may by Order in Council declare for the purposes of 
this section,-

"(a) The person may calculate gross income or expenditure 
for that income year m respect of those financial 
arrangements by using the straight -line method so 
as to result in the allocation to that income year and 
subsequent years of amounts that are fair and 
reasonable in respect of those arrangements; and 

"(b) Where the straight-line method is used under 
paragraph (a), that method shall be used by the 
person m respect of all financial arrangements of 
which the person was the holder or issuer during 
that income year; and 

"(c) Where the person has in accordance with this subsection 
calculated gross income or expenditure using the 
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straight-line method in respect of a financial 
arrangement for any income year, the person shall, 
unless otherwise authorised in writmg by the 
Commissioner, continue to use that method in 
respect of that financial arrangement for any 
subsequent year, until the maturity, remittance, 
sale, or other transfer of the arrangement, 
notwithstanding that the total value of all financial 
arrangements of which the person is holder or 
issuer may at any time in any such subsequent year 
exceed $1,000,000 or such other amount as may be 
declared for the purposes of this section,-

and any amount calculated in respect of a financial 
arrangement in accordance with this subsection shall be gross 
income deemed to be derived by or expenditure deemed to be 
incurred by the person in respect of the financial arrangement 
for the relevant income year.". 

(2) Section EH 1 (4Xb) is replaced by: 
"(b) In the first income year for which gross income or 

expenditure is calculated under subsection (3) in 
respect of a financial arrangement that-

"(i) Was acquired or issued by the person in a 
previous income year; and 

"(ii) Continues to be held or issued by the person 
at the end of the first income year for which gross 
income or expenditure is calculated under 
subsection (3),-
the amount of gross income or expenditure of the 
person in respect of that financial arrangement for 
that first income year shall be an amount calculated 
in accordance with the following formula: 

"a - b- c + d 
"where-

"a is the sum of all amounts that would have 
been gross income derived by the person in 
respect of the financial arrangement if the 
straight-line method referred to in 
subsection (3) had been applied to the 
financial arrangement from the date it was 
acquired or issued by the person until the end 
of that first income year; and 

"b is the sum of all amounts that would have 
been expenditure incurred by the person in 
respect of the financial arrangement if the 
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straight-line method referred to in 
subsection (3) had been applied to the 
financial arrangement from the date it was 
acquired or issued by the person until the end 
of that first income year; and 

"c is the sum of all amounts of gross income 
deemed to have been derived by the person 
in respect of the financial arrangement before 
the commencement of that first income year; 
and 

"d is the sum of all amounts deemed to have 
been expenditure incurred by the person in 
respect of the financial arrangement before 
the commencement of that first income 
year'-

and any amount so calculated shall, if a positive 
amount, be deemed to be ~oss income denved by 
the person in that first mcome year and, if a 
negative amount, be deemed to be expenditure 
incurred by the person in that first income year.". 

(3) In section EH 1 (5), the portion before paragraph (a) is 
replaced by: 

"(5) Where it is not possible to calculate an amount that shall 
be deemed to be gross income or expenditure in respect of a 
financial arrangement using the yield to maturity method as 
provided for in subsection (2) or (m a case to which subsection 
(3) applies) the straight-line method as provided for in 
subsection (3), the amount that shall be deemed to be gross 
income or expenditure of the person in anr income year shall 
be an amount calculated by the person-' . 

(4) In section EH 1 (5), the portion after paragraph (b) is 
replaced by: 
"and such amount of gross income or expenditure so allocated 
to each income year shall be gross income deemed to be 
derived or, as the case may be, expenditure deemed to be 
incurred by the person in the income year.". 

(5) In section EH 1 (6), the portion before paragraph (a) is 
replaced by: 

"(6) Notwithstanding subsections (2) and (5), the 
Commissioner shall accept an alternative method for 
calculating the amount that shall be deemed to be gross 
income or expenditure of the person, in respect of a financial 
arrangement, to the methods provided for under subsections 
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(2) and (5), if the alternative method has regard to market 
valuation, and-". 

(6) In section EH 1 (6), the portion after paragraph (e) is 
replaced by: 
"and such amount of gross income or expenditure so 
calculated shall be gross income deemed to be derived or, as 
the case may be, expenditure deemed to be incurred by the 
person in respect of the financial arrangement in the income 
year: 

Provided that where gross income or expenditure in respect 
of a financial arrangement has been calculated by a person 
under this subsection, gross income or expenditure in respect 
of that financial arrangement shall, except as otherwise 
allowed under subsection (7), continue to be calculated on that 
basis by that person until the maturity, remittance, sale or 
other transfer of the arrangement.". 

(7) Section EH 1 (9Xc) is replaced by: 
"(c) Whether, in respect of that issuer or class of issuers and 

that class of financial arrangements, the application 
of the discretion given to the Commissioner under 
this subsection would result in a material difference 
in the amount of allowable deductions or gross 
income allocated to any income year, in relation to 
the amount that would have been allocated had the 
discretion not been exercised.". 

172. Excepted financial arrangement that is part of 
financial arrangement-Section EH 2 is replaced by: 

"EH 2. The amount of the gross income deemed to be 
derived or the expenditure deemed to be incurred by a person 
in ~~~~ct of a financial arrangement under the qUalified 
acc rules shall not include the amount of any income, gain 
or loss, or expenditure, that is solely attributable to an 
excepted financial arrangement that is part of the financial 
arrangement." . 

175. Cash basis holder-( 1) Section EH 3 (1 Xb) is replaced 
by: 

"(b) The difference between the following amounts does not 
exceed $20,000 (or such greater amount as the 
Governor-General may by Order in Council 
declare): 

"(i) The amount of gross income that would be 
calculated by the person for the income year-
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"(A) Using, at the option of the person, either the 
yield to maturity method or the straight
line method referred to in section EH 1 (3) 
(rega;dless of whether or not the person is 
entItled or has opted to use that method) 
or, where it is not possible to calculate an 
amount of gross income or expenditure in 
respect of the financial arrangements by 
using either of those methods, an 
alternative method approved by the 
Commissioner; and 

"(B) Under section EH 4,-
in respect of financial arrangements held by the 
person at the end of the income year: 

"(ii) The amount of gross income that would be 
calculated by the person for the income year in 
respect of financial arrangements held by the 
person at the end of the income year if the person 
were a cash basis holder.". 

(2) Section EH 3 (3), (4), (5) and (6) are replaced by: 
"(3) In any income year where a person who was a cash 

basis holder in the previous income year ceases to be a cash 
basis holder, the person shall take into account, in calculating 
gross income or allowable deductions for the income year, an 
accruals basis adjustment, in respect of every financial 
arrangement (other than arrangements that are already dealt 
with according to section EH 1 or in respect of which the 
Commissioner has exercised the discretion given under 
subsection (2Xa)) acquired in a previous income year and held 
by the person at the end of the income year equal to an 
amount calculated in accordance with the following formula: 

"a - b - c + d 
"where-

"a is the sum of all amounts which would have been gross 
income derived by the person in respect of the financial 
arrangement from the date it was acquired to the end of 
the income year if the person had not been a cash basis 
holder at any time dunng that period; and 

"b is the sum of all amounts that would have been 
allowable deductions of the person in respect of the 
financial arrangement from the date the financial 
arrangement was acquired to the end of the income year 
if the person had not been a cash basis holder at any 
time during the period; and 
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"c is the sum of all amounts of gross income of the person 
in respect of the financial arrangement since It was 
acquired to the end of the previous income year; and 

"d is the sum of all amounts that have been allowable 
deductions of the person in respect of the financial 
~ge~ent since It was acquired to the end of the 
preVIous IDcome year,-

and the person shall not take into account in the income year 
any other amount in respect of any such financial arrangement 
except those calculated under the accruals basis adjustment. 

"(4) In any income year where a person who was not a cash 
basis holder in the previous income year becomes a cash basis 
holder, that person may take into account, in calculating gross 
income or allowable deductions for the income year, a cash 
basis adjustment, in respect of every financial arrangement 
(other than arran~ements already treated on a cash basis) 
acquired in a preVIOUS income year and held by the person at 
the end of the income year, equal to an amount calculated in 
accordance with the following formula: 

"a - b - c + d 
"where-

"a is the sum of all amounts which would have been gross 
income derived by the person in respect of the financial 
arrangement from the date it was acquired to the end of 
the income year if the person had been a cash basis 
holder in respect of the financial arrangement for the 
whole of that period; 

"b is the sum of all amounts which would have been 
allowable deductions of the person in respect of the 
financial arrangement from the date the financial 
arrangement was acquired to the end of the income year 
if the person had been a cash basis holder in respect of 
the firiancial arrangement for the whole of the period; 

"c is the sum of all amounts treated as gross income of the 
person in respect of the financial arrangement since it 
was acquired to the end of the previous income year; 
and 

"d is the sum of all amounts that have been allowable 
deductions of the person in respect of the financial 
arrangement since It was acquired to the end of the 
previous income year,-
and, where the cash basis adjustment has been taken 
into account, the person shall not take into account any 
other amount ID respect of any such financial 
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arrangement in the year except those calculated under 
the cash basis adjustment: 

Provided that the person shall be deemed not to be a cash 
basis holder in relation to any financial arrangement in respect 
of which the person does not take into account a cash basis 
adjustment. 

"( 5) The amount of the accruals basis aqiustment or the cash 
basis adjustment in respect of any financial arrangement and 
any income year shall,-

"(a) Where it is a positive amount, be gross income deemed 
to be derived by the holder in the income year; and 

"(b) Where it is a negative amount, be deemed to be an 
allowable deduction of the holder in the income 
year. 

"(6) For the p~ses of subsection (1), but subject to 
subsections (7) and (8),-

"(a) All gross income in respect of financial arrangements 
that is trustee income or beneficiary income under 
the trust rules and sections HI 1 to HI 5 shall be 
disregarded, as shall the value of all such financial 
arrangements producing such gross income; and 

"(b) No person who holds such financial arrangements shall 
be a cash basis holder in relation to such financial 
arrangements." . 

174. Gross income and expenditure where financial 
arrangc?ment redeemed or disf.osed of-( 1) In section 
EH 4 (1), the definition of quantity 'c" is replaced by: 

" . ClS-

"(i) In the case of a holder, all amounts that are 
gross income derived, less the aggregate of amounts 
of expenditure deemed to be incurred under section 
EH 1 or section EH 6 or deemed to be an allowable 
deduction under section EH 3 by the person in 
respect of the financial arrangement in all previous 
income years since the acquisition of the financial 
arrangement; and 

"(ii) In the case of an issuer, all amounts of 
expenditure incurred in respect of the financial 
arrangement in all previous income years since the 
issue of the financiaf arrangement, less the aggregate 
of-

"(A) All amounts that are gross income deemed 
to be derived under section EH 1 or 
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section EH 3 or section EH 6 by the 
person in respect of the financial 
arrangement in all previous income years 
since the issue of the financial 
arrangement; and 

"(B) All amounts that are dividends within the 
meaning of section CF 2 (1 Xb) or (being 
dividends which, if the transaction giving 
rise to the dividend had been effected 
with a shareholder of the relevant 
comFY' would have been dividends 
within the meaning of section CF 2 (1 Xb)) 
within the meaning of section CF 2 (1 )(k), 
that are derived by the person in respect 
of the financial arrangement; and 

"(C) All amounts that are gross income of the 
person under section DC 2 (1) in respect of 
the financial arrangement.". 

(2) Section EH 4 (3) and (4) are replaced by: 
"( 3) Subject to subsection (5), the amount of the base/rice 

adjustment in relation to any financial arrangement an any 
income year shall: 

"(a) In relation to a holder-
"(i) Where it is a positive amount, be deemed to 

be gross income derived by the holder in the 
income year; and 

"(ii) Where it is a negative amount, be deemed to 
be an allowable deduction of the holder in the 
mcome year: 

"(b) In relation to an issuer-
"(i) Where it is a positive amount, be deemed to 

be expenditure incurred by the issuer in the income 
year; and 

"(ii) Where it is a negative amount, be deemed to 
be gross income derived by the issuer in the income 
year. 

"(4) Subject to subsection (5), the amount of the cash base 
price adjustment in relation to any financial arrangement and 
anr. income year shall-

'(a) Where it is a positive amount, be deemed to be gross 
income derived by the cash basis holder in the 
income year; and 

"(b) Where it is a negative amount, be deemed to be an 
allowable deduction of the cash basis holder in the 
income year.". 
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(3) In section EH 4 (7), the portion after paragraph (a) is 
replaced by: 

"(b) That amount would, but for this subsection, be taken 
into account in determining the gross income 
derived by or expenditure incurred by that person 
under the qualified accruals rules,-

that amount shall, for the purpose of determining the gross 
income derived by or expenditure incurred by that person, and 
notwithstanding the qualified accruals rules (other than this 
subsection), be deemed to have been paid under that financial 
arrangement when the obligation to make payment has been 
so released.". 

175. Accrued income written off-Section EH 5 is 
replaced by: 

"EH 5. (1) A deduction shall be allowed to a person for an 
amount written off by the person as a bad debt in respect of a 
financial arrangement where and to the extent that: 

"(a) The person derives gross income in respect of the 
financial arrangement under any of sections EH 1, 
EH 3 (3), EH 4 and EH 6; and 

"(b) The. amount written off is attributable to that gross 
mcome. 

"(2) A deduction shall be allowed to a person for an amount 
written off by the person as a bad debt in respect of a financial 
arrangement (not being an amount allowed as a deduction 
under subsection (1)) wnere-

"(a) The person-
"(i) Carries on a business which comprises holding 

or dealing in such financial arrangements; and 
"(ii) Is not associated with the person owing the 

amount written off; or 
"(b) The financial arrangement is a trade credit and the 

person carries on a business of dealing in the goods 
or services for which the trade credit is a debt. 

"(3) Where a person receives a security payment in relation 
to a loss and a deduction is not allowable to the person for the 
loss other than under this subsection, the person shall be 
allowed a deduction for the loss no greater thaD the amount of 
the security payment. 

"(4) A deduction for bad debts shall be allowed under this 
section only where the requirements of section DJ 1 (aXiii) and 
(iv) have been met. 

"(5) A deduction for a share loss (within the meaning of 
section DJ 1 (b)) shall be allowed under subsection (3) of this 
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section only where the requirements of section DJ 1 (b) have 
been met.'. 

176. Post facto adjustInent-(l) Section EH 6 (3) is 
replaced by: 

"(3) In order to calculate the post facto adjustment, a person 
shall-

"(a) Having re~d to all amounts specified in section 
EH 1 (1) which have been paid or are payable, in 
respect of the financial arrangement, since 
acquisition or issue of the financial arrangement by 
the person to the end of the income year in which 
the post facto adjustment applies, calculate 
amounts of gross income or expenditure from the 
arrangement for each income year using the yield 
to maturity method as prescribed in a 
determination made by the Commissioner for the 
purposes of section EH 1 (2): 

Provided that where the post facto adjustment is 
made at a time determined by subsection (2Xb) or 
subsection (2Xc), the person shall, for the purpose of 
the post facto adjustment calculation, be deemed to 
have transferred the financial arrangement for an 
amount equal to its market value on the last day of 
the income year or, where there is no such market 
value, for such amount as the Commissioner 
determines; and 

"(b) Recalculate the income tax liability for each income 
year using the amounts of gross income or 
expenditure calculated under paragraph (a) in 
substitution for the amounts or gross mcome or 
expenditure previously calculated m respect of the 
financial arrangement for each income year.". 

(2) Section EH 6 (5) is replaced by: 
"(5) Notwithstanding the time bar, the Commissioner shall 

reassess the person's income tax liability for the income years 
to which the post facto adjustment relates in accordance with 
the alterations to that gross income or expenditure as 
calculated by the post facto adjustment.". 

177. Relationship with rest of Act-Section EH 8 is 
replaced by: 

"EH 8. (1) Notwithstanding any other provision in this Act, 
gross income or expenditure in an income year in respect of a 
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financial arrangement under the qualified accruals rules shall 
be calculated under those rules. 

"(2) Where-
"(a) Pr0r:n7 is transferred under a financial arrangement, 

H(b) The property or the consideration given for the 
property is relevant under any provision of this Act 
other than the qualified accruals rules for the 
purpose of determining any amount of gross 
Income or allowable deduction of a rerson,-

the property shall be treated for the purpose 0 that provision 
as having been transferred under the financial arrangement 
for an amount equal to the acquisition price of the property.". 

178. Application of accruals rules-Section EH 9 (f) is 
replaced by: 

"(f) In relation to a financial arrangement to the extent that 
the gross income or expenditure incurred by a 
person in respect of the financial arrangement 
consists of Interest payable to or by the 
Commissioner under Part VII of the Tax 
Administration Act 1994, being: interest payable in 
relation to the income tax liability of the taxpayer 
in respect of the 1994-95 income year or any 
subsequent year.". 

179. Deposits to be allowed as deduction-Section El 3 
is replaced by: 

"El 3. Where any taxpayer makes any payments by way of 
deposits under section El 1 in respect of any accounting year in 
respect of the taxpayer's farming, apnculture, or fishing 
business or in respect of the taxpayer s gross income from 
forestry, the Commissioner shall allow as a deduction in that 
year the aggregate amount of those payments or the amount 
of the taxpayer's maximum deposit in respect of that 
accounting year, whichever amount is the smaller.". 

180. General provisions as to refunds-( 1) Section El 10 
(3Xa) is replaced by: 

"(a) Gross inco~e deriv~d by any tax~ay~r in any 
accountIng year Includes any q g refunds 
made under sections El 4 to El 9 (not ing refunds 
or parts of refunds that are, in accordance with 
subsection (1), attributable to deposits or parts of 
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deposits made in respect of that accounting year); 
ana". 

(2) Section El 10 (4Xa) and (b) are replaced by: 
"(a) The term 'additional tax', in respect of the aggregate 

amount of qualifying refunds made to any taxpayer 
under sections El 4 to El 9 in respect of any 
accounting year and included in the gross income 
derived by the taxpayer in that accounting year (not 
being refunds or parts of refunds that are, in 
accordance with subsection (1), attributable to 
deposits or parts of deposits made in respect of that 
accounting year), means the amount by which the 
income tax liability of the taxpayer is greater than 
the income tax liability that would have arisen but 
for the inclusion of that aggregate amount of those 
qualifying refunds; 

"(b) The term 'tax saving', in respect of the aggregate 
amount of deposits made by any taxpayer under 
section El 1 in respect of any accounting year (not 
being deposits or parts of deposits to which any 
refunds or parts of refunds made in respect of that 
accounting year are attributable in accordance with 
subsection (1)), being an aggregate amount in 
respect of which a aeduction has been allowed 
under section El 3, means the amount by which the 
income tax liability of the taxpayer for that 
accounting year is less than the income tax liability 
that would have arisen but for the allowance of that 
deduction in respect of that aggregate amount of 
deposits;" . 

(3) Section El 10 (5)(b) is replaced by: 
"(b) The amount by which the taxpayer's taxable income 

was reduced in a previous accounting year by the 
amount of the deposits to which those refunds are 
applicable in accordance with subsection (1).". 

181. Deposits to be allowed as deduction-Section El 13 
is replaced by: 

"El 13. Where a taxpayer makes any payments by way of 
deposits under section El 11 for any accounting year in respect 
of the taxpayer's farming or agricultural business, the 
Commissioner shall allow as a deductIon the aggrepate amount 
of those payments or the amount of the taxpayer s maximum 
deposit in respect of that accounting year, whichever is the 
smaller.". 
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182. Deposits ~ forestry companies in respect of gross 
receipts from thinning operations-In sectlon El 17 (4), 
the first definition is repIacea by: 

" 'Gross receipts from carrying out thinning operations', 
in re1ation to an accounting year and to a company 
carrying on a forestry business on any land in New 
Zealand, means the gross income that was derived by 
the company during that accounting year from 
carrying out thinning operations on the land.". 

188. Spreading of gross income derived and allowable 
deductions incurred in sale or other disposition of 
timber-Section E] 1 is replaced by: 

"E] 1. (1) Where a taxpayer derives gross income in any 
income year under section CE 2 or section CJ 1 from the sale 
or other disposition of any timber or right to take timber, the 
Commissioner may, upon application made in writing by or on 
behalf of the taxpayer not later than 12 months after the end 
of that income year, allocate that gross income between that 
income year and any number of preceding income years, not 
exceeding 3. 

"(2) If gross income of a taxpayer is allocated to 2 or more 
income years under subsection (1), the taxpayer must also 
allocate to each relevant income rear the proportion of any 
deduction allowed for the cost 0 the tim1:>er that the gross 
income allocated to that income year represents as a 
proportion of the total gross income.". 

184. Compensation in connection with outbreak. of 
scrapie-In section E] 2, the portion before paragraph (a) is 
rep1aced by: 

"E] 2. For the purpose of calculating the income tax liability 
of any person to whom compensation is payable under 
paragraph (a) or paragraph (b) of section 43 (1) of the Animals 
Act 1967-". 

185. Apportionment of expenditure incurred in 
purchase of fertiliser and lime and application to land 
used for farming or agricultural purposes-(I) Section 
EK 1 (1) is replaced by: 

uEK 1. (1) Any taxpayer engaged in any farming or 
agricultural business on any land ID New Zealand who has in 
any income year incurred in that business any expenditure 
(heing expenditure that is allowed as a deductlon under this 
Act) ID purchasing or in applying to the whole or any part of 
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that land fertiliser within the meaning of the Fertilisers Act 
1960 or lime shall, if the taxpayer so elects by notice in 
accordance with subsection (2) (which election shall, subject to 
subsection (3), be irrevocable), instead of claiming a deduction 
for the income year in which the expenditure is incurred of the 
total amount of that expenditure, be entided to allocate, in 
such manner as the taxpayer specifies in the notice, the whole 
or any part of that total amount to anyone or more of the 4 
income years (being a year or years in which the taxpayer 
continues to carry on that business) next succeeding the 
income year in which the expenditure is incurred and to 
deduct the amount so allocated to any such income year in 
that income year; and any amount so allocated shall not be 
allowed as a deduction In the income year in which the 
expenditure is incurred.". 

(2) In section EK 1 (2), the proviso is replaced by: 
"Provided that where any part of the total amount of the 

expenditure is not claimed as a deduction for the year in which 
the expenditure is incurred and is not allocated to anyone or 
more of the 3 immediately succeeding years by an election 
under that subsection, that part shall be allowed as a deduction 
in the 4th income year following the year in which the 
expenditure was incurred.". 

(3) Section EK 1 (3Xa) and (b) are replaced by: 
"(a) Be allowed as a deduction in the income year in which 

the taxpayer ceased to carry on that business; or 
"(b) Be allocated equally to the income year in which that 

total amount was incurred and the succeeding 
income years in which the taxpayer has continued 
to carry on that business, and any amount or 
additional amount so allocated to any such year 
shall be allowed as a deduction, or a further 
deduction, in that last-mentioned year.". 

186. Valuation of livestock. generally-(I) Section EL 1 
(2)(b) is replaced by: 

"(b) More than 50% of the proJ;>erty of the new partnership 
is, at the end of that Income year, owned by any 
persons who at any time in that income year or in 
the, income year immediately preceding that 
income year owned all of the property of any other 
partnership that derived gross income in that 
Income year or in that immediately preceding 
income year, from specified livestock of the same 
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type as specified livestock owned by the new 
partnership; and". 

(2) Section EL 1 (3) and (4) are replaced by: 
"(3) Notwithstanding anything in this section and in section 

EE 1, the executor or administrator of any deceased taxpayer 
who at the date of death was deriving gross income from 
livestock shall, in the return of income for the period ending 
with the date of death of the deceased taxpayer, adopt as the 
value of any livestock on hand at that date the market value of 
that livestock. 

"( 4) In any case where a deceased taxpayer was at the date 
of death a member of a partnership deriving gross income 
from livestock, and the executor or administrator of that 
deceased taxpayer carries on the business in partnership with 
the surviving partner or partners, subsection (3) shall, with any 
necessary modifications, apply for the purpose of determining 
the gross income derived, or expenditure incurred, from the 
partnership by the deceased taxpayer or by the executor or 
administrator of the deceased taxpayer.". 

IB7. Herd scheme for specified livestock-Section EL 5 
(6)(a) is replaced by: 

"(a) A taxpayer ceases to derive gross income from specified 
livestock or dies in any mcome year; and". 

188. Valuation of non-specified livestock-Section 
EL 9 (4) is replaced by: 

"(4) In this section, 'new or expanded production', in 
relation to any taxpayer and any income year, means, subject 
to section FF 10 (1) and (2), the situation where-

"(a) The taxpayer commences or recommences during that 
income year to derive gross income from non
specified livestock; or 

"(b) The taxpayer, being a person who in the income year 
derives gross income from non-specified livestock,-

"(i) Brings into production or substantially 
increased production any land for the purpose of 
deriving gross income from non-specified livestock; 
or 

"(ii) Acquires any additional land for that 
purpose." . 

189. Replacement breeding stock-(I) Section EM 3 (1) is 
replaced oy: 
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"EM 3. (1) Where any breeding stock of any taxpayer is sold 
or otherwise disposed of by the taxpayer in any income year, 
the Commissioner, upon application made in writing by or on 
behalf of the taxpayer not later than 6 months after the end of 
that income year, or within such further period as the 
Commissioner may allow in any case or class of cases, may 
permit an amount which would otherwise be included in the 
gross income derived by the taxpayer, or such portion of the 
amount as the Commissioner thinks fit, to De applied in 
reduction of the cost of any bloodstock which the 
Commissioner is satisfied has, before the making of the 
application, been acquired by the taxpayer to replace that 
breeding stock: 

Provided that the maximum amount that the Commissioner 
may allow as a reduction of the cost of any bloodstock is the 
net gain.". 

(2) Section EM 3 (2Xa) is replaced by: 
"(a) May, upon application made in writing by or on behalf 

of the taxpayer not later than 6 months after the 
end of that income year, or within such further 
period as the Commissioner may allow in any case 
or class of cases, permit an amount which would 
otherwise be included in the gross income derived 
by the taxpayer, or such portIon of the amount as 
the Commissioner thinks fit, to be applied in 
reduction of the cost of any bloodstock which the 
Commissioner is satisfied has, before the making of 
the application, been acquired by the taxpayer to 
replace that breeding stock: 

Provided that the maximum amount that the 
Commissioner may allow as a reduction of the cost 
of any bloodstock is the net gain.". 

(3) In section EM 3 (2)(b), the portion after subparagraph (ii) 
is replaced by: 
"upon application made in writing by or on behalf of the 
taxpayer, within the time prescrioed in sub paragraph (ii) or 
withiri such further time as the Commissioner may allow in 
any case or class of cases, refund an amount e<).ual to the 
income tax liability of the taxpayer calculated as if the only 
gross income of the taxpayer were the gross proceeds and the 
only deductions allowed were the value of the breeding stock 
and the net ~ shall be applied in reduction of the cost of the 
replacement bloodstock.". 

(4) In section EM 3 (3), the definition of "assessable gain" is 
repealed. 
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(5) In section EM 3 (3), the following definitions are inserted 
after the definition of "breeding stock": 

" 'Gross proceeds' means the amount of the proceeds of 
sale or other disposition of any breeding stock or the 
amount of any payment by way of insurance, 
indemnity, compensation, or other damages in 
respect of any breeding stock: 

" 'Net gain' means an amount equal to the gross proceeds 
less the value of breeding stock: 

"'Value of breeding stock' means the amount of the 
value of breeding stock to be taken into account by 
the taxpayer, in accordance with section EE 1 (3), at 
the end of the income year immediately preceding 
the income year in which that breeding stock was 
sold or otherwise disposed of or, as the case may be, 
that breeding stock. was lost, died, or otherwise 
suffered permanent injury.". 

190. Payments received for non-compliance with 
covenant to repair-Section EN 1 (6) is replaced by: 

"(6) In any case where, in the income year in which the 
specified payment was received or any of the 4 income years 
immediately succeeding that income year, the taxpayer,

"(a) Does not use the land in respect of which the specified 
paym~t was received for the purposes of deriving 
gross mcome; 

"(b) Continues to own that land; and 
"(c) Incurs expenditure in maintaining that land or in 

making repairs (including repairs by way of painting 
or general maintenance) to any improvements on 
that land, being expenditure which is not allowed as 
a deduction otherwise than under this section but in 
respect of which the taxpayer would be allowed a 
deduction in that income year if the land had been 
used for the purpose of deriving gross income,-

the Commissioner shall, in that income year, allow a deduction 
to the taxpayer equal to the smaller of-

"(d) The amount of that expenditure; and 
"(e) The amount of the specified payment that is deemed to 

be gross income derived by the taxpayer in that 
. " mcome year .. 

191. Sums received from sale of patent rights-Section 
EN 2 (1), (2) and (3) are replaced by: 
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"EN 2. (1) Where any taxpayer sells any patent rights, any 
sum received by or owing to the taxpayer ID respect of the sale 
shall be deemed to be gross income and shall be deemed to be 
derived by the taxpayer during the income year in which the 
sum is received by or becomes owing to the taxpayer: 

Provided that the Commissioner may, upon application 
made in writing by or on behalf of the taxpayer not later than 
12 months after the end of that income year or within such 
further period as the Commissioner allows, allocate that gross 
income between that income year and any number of 
subsequent years not exceeding 5, and in every such case the 
amount of gross income so allocated to any income year shall 
be deemed to have been derived in that year. 

"(2) Any allocation made under subsection (1) may be at any 
time cancelled by the Commissioner, and in every such case 
the whole of the gross income so allocated shall be deemed to 
have been derived in the income year immediately preceding 
the year in which the allocation is cancelled, except to the 
extent to which the gross income has been allocated to any 
earlier income year. 

"(S) A taxpayer who sells any patent rights is allowed a 
deduction in respect of the patent rights of the following 
amount: 

"(a) Where the taxpayer actually devised the invention to 
which the patent relates, the amount of the 
expenditure IDcurred by the taxpayer in connection 
with the devising of the invention (to the extent that 
a deduction for that expenditure has not already 
been allowed under sectton ~J 6 (2)), or (where the 
sale does not include the whole of the patent rights 
in respect of the invention) such pro~rtion of that 
expenditure as the Commissioner thinks just; 

"(b) Where the taxpayer acquired the patent rights before 
1 April 1995, an amount bearing to the total cost of 
the patent rights to the taxpayer the same 
proportion as the unexpired term of the patent 
rights at the date of the sale bears to the unexpired 
term of the patent rights at the date of their 
acquisition by the taxpayer; 

"(c) Where the taxeayer acquired the patent rights on or 
after 1 April 1993, the total cost of the patent rights 
to the taxpayer. 

"(SA) The deduction allowed under subsection (3) shall be 
allocated: 
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"(a) To the income year in which the sum in respect of the 
sale is received by or owing to the taxpayer; or 

"(b) Where there is an allocation of gross income from the 
sale under subsection (I), to the income years to 
which, and in the same proportions as, the gross 
income is allocated.". 

192. Spreading of income derived from assignment of 
or grant of interest in copyright-(I) Section EN 3 (2) and 
(3) are replaced by: 

"(2) To the extent that the consideration for the assignment 
or ~t consists of a lump sum payment the whole amount of 
which would, but for this section, be included in the taxpayer's 
gross income for anyone income year, the Commissioner 
may, upon application made in writing by or on behalf of the 
taxpayer not later than 6 years after the end of that income 
year, allocate the amount of the payment equally between that 
income year and-

"(a) The income year immediately preceding that income 
year, in any case where the period for which the 
taxpayer was engaged on the making of the work 
did not exceed 24 months; 

"(b) The 2 income years immediately preceding that income 
year, in any case where the period for which the 
taxpayer was engaged on the making of the work 
exceeded 24 months,-

and in every such case the amount so allocated to any such 
income year shall be deemed to have been derived in that 
year. 

"(3) To the extent that the consideration for the assignment 
or grant consists of any payments, being payments to which 
subsection (2) does not apply, of or on account of royalties or 
otherwise that have been received by the taxpayer within 2 
years after the first publication of the work and the whole 
amount of which would, but for this section, be included in the 
taxpayer's gross income for anyone income year, the 
Commissioner may, upon application made in writing by or on 
behalf of the taxpayer not later than 8 years after the first 
publication of the work, allocate the amount of those 
payments esually between that income year and the income 
year immediately preceding that income year, and in every 
such case the amount so allocated to any such income year 
shall be deemed to have been derived in that year.". 

(2) Section EN 3 (5) is replaced by: 
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"(5) This section shall, with any necessary modifications, 
apply with respect to any gross income derived by an author 
from the publication by the author of the author's own work, 
being gross income that, in the opinion of the Commissioner, it 
is equitable to allocate, in the same manner as it applies with 
respect to any payments to which subsection (3) applies.". 

193. Spreading of income derived on acquisition of 
land by Crown-Section EN 4 is replaced by: 

"EN 4. (1) Where a taxpayer derives gross income in any 
income year from the disposition to the Crown of any land 
owned by the taxpayer, wnether the land is taken under the 
Public Works Act 1981 or otherwise acquired by the Crown, 
the Commissioner may, upon application made in writing by 
or on behalf of the taxpayer witlifu 12 months after the end of 
that income year or within such further period as the 
Commissioner allows, and, if required by the Commissioner, 
upon the taxpayer making arrangements to the satisfaction of 
the Commissioner for the satisfaction of all income tax 
liabilities that have arisen or may arise in respect of that gross 
income, allocate that gross income between that income year 
and any number of subsequent years not exceeding 3. 

"(2) If the ~oss income derived by a taxpayer is allocated 
to 2 or more mcome years under subsection (1), the taxpayer 
must also allocate to each income year that proportion of any 
deduction allowed for the cost of the land wruch the gross 
income allocated to the income year represents as a proportion 
of the total gross income. 

"(3) Any allocation of gross income or allowable deduction 
under this section may be cancelled by the Commissioner at 
any time, and in every such case the gross income and 
allowable deduction so allocated shall be allocated to the 
income year immediately preceding the income year in which 
the allocation is cancelled, except to the extent to which the 
gross income has been allocated to any earlier income year.". 

194. Employer superannuation contributions-Section 
EO 1 is replaced by: 

"EO 1. An emp'loyer who makes an employer 
superannuation contnbution (being a contribution that would 
otherwise be allowed as a deduction under section DF 3 in the 
year in which it is made) may, where the contribution is made 
not more than 63 days after the end of the income year in 
respect of which-
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"(a) The contribution was required under the conditions of 
the scheme to be made; or 

"(b) The amount of the contribution was calculated, having 
regard to the amounts of the earnings paid by the 
employer to any employee who was during that 
income year a member of the scheme,-

elect, at any time before the employer files a return of income 
for that income year or within such further time as the 
Commissioner allows, that the amount of the contribution 
should be allowed as a deduction to the employer for that 
income year instead of the income year in which the 
contribution was made; and where an employer so elects the 
contribution shall accordingly be allowed as a deduction for 
that earlier income year and not for the later income year.". 

195. Deduction to lessee in non-specified lease-In 
section EO 2 (2), the portion before the formula is replaced by: 

"(2) The amount allowed as a deduction to the lessee under 
section BD 2 or any other provision of this Act in respect of 
expenditure incurred in lease payments under a lease of 
personal property that is not a specified lease shall be 
calculated in accordance with the following formula:". 

196. Costs of acquiring any film or any right in any 
film-(1) In section EO 3 (1), the portion before the proviso is 
replaced by: 

"EO 3. (1) Notwithstanding anything in any other section of 
this Act, other than sections DK 1, EO 4, and CD 12, where in 
any income year any person has, in relation to any film, 
incurred any expenditure consisting of the whole or any part 
of the cost of production, or any expenditure in acquiring any 
right and has, as a result, become possessed of that film or any 
right in that film, no deduction in respect of that expenditure 
shall be allowed to that person in any income year, except to 
the extent provided in tIlls section:". 

(2) Section EO 3 (4), (5) and (6) are replaced by: 
"(4) Subject to sections EO 4 and CD 12, where in any 

income year any taxpayer who is or becomes in that income 
year a film owner, owns or becomes the owner of any 
completed feature film or any right in such a film and remains 
the owner of that film or right until the end of that income 
rear, a deduction shall be allowed to the taxpayer in that 
mcome year of an amount that, in relation to that feature film, 
is equal to the lesser of-
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"(a) The amount of the specified deduction in relation to 
that income year; 

"(b) An amount equal to the residual value in relation to that 
income year: 

Provided that in any case where the gross income derived by 
that taxE3-yer from the sale, use, rentcil, or other exploitation 
of that fihn or that right in that income year exceeds the 
specified deduction, in relation to that film, for that year, the 
taxpayer shall be allowed a deduction for such amOlmt of the 
cost of acquisition of that film or of that right in that income 
year as is equal to the lesser of-

"(c) The amount of the residual value of that film or of that 
right in relation to that income year; 

"(d) The gross income derived from the sale, use, rental, or 
other exploitation of that film or of that right which 
was derived during that income year. 

"(5) Subject to sections EO 4 and GD 12, where, at any time 
during an income year. a taxpayer becomes the owner of any 
completed film other than a feature film, or of any right in any 
completed film other than a feature film, that taxpayer shall 
be allowed a deduction for the cost of acquisition of that film 
or of that right (to the extent that cost of acquisition was 
incurred by tbat taxpayer during that income year) in that 
income year and in the immediately succeeding income year 
in the following proportions,-

"(a) 50% in the income year in which that film or that right 
was acquired; and 

"(b) The balance in the income year immediately succeeding 
the income year in which that film or that right was 
acquired,-

Provided that in any case where the gross income derived 
from the sale, use, rental, or other explOltation of that film or 
of that right, in the income year in which that film or that right 
was acqwred exceeds 50% of the cost of acquisition of that fi1m 
or that right which was incurred by that taxpayer prior to the 
end of tliat income year, that taxpayer sliall be allowed a 
deduction in that income year of an amount equal to the lesser 
of-

"(c) The cost of acquisition of that film or that right which 
was incurred by that taxpayer prior to tile end of 
that income year; 

"(d) The gross income from the sale, use, rental, or other 
exploitation of that film or that right which was 
derived during that income year,-
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and the amoWlt of the deduction that would, but for this 
proviso, have been allowed in the next succeeding income year 
shall be reduced to an amoWlt equal to the amoWlt (if any) 
which remains after subtracting from the total cost of 
acquisition of that film or of diat right the gross income 
derived from that film or from that right in that income year. 

"(6) Subject to sections EO 4 and GD 12, where, in any 
income year, any taxpayer, being the owner of a film or any 
right in any film, or being the owner of a film and of any right 
in that film, ceases to own that film or every right in that film, 
or, as the case may be, ceases to own that film and every right 
in that film which that taxpayer possessed at any time dunng 
that income year, the balance of any cost of acqwring that filrii 
or that right or, as the case may be, any cost of acquiring that 
film and that right or, where that film is a feature filffi the 
balance of the residual value in relation to that feature film, 
which has not been allowed as a deduction in any income year, 
shall be allowed as a deduction in the income year in which 
that taxpayer ceases to own that film or that right.". 

(3) Section EO 3 (8) is replaced by: 
"(8) Where anyamoWlt by way of depreciation loss has been 

included in the cost of acqUISition of any film or any right in a 
film or in any part of that cost of acqUISition, and any cost of 
acquisition has been allowed as a deduction in any income 
year, and the asset in relation to which that depreciation loss 
was calculated is sold or otherwise disposed of or used 
otherwise than in producing the film to which that cost of 
acquisition relates, the Commissioner shall, to the extent of an 
amoWlt which is, or amounts which in the aggregate are, not 
greater than that amoWlt of depreciation 10ss, make such 
acljustments as the Commissioner considers fair and 
equitable.". 

(4) In section EO 3 (9), the second definition is replaced by: 
" 'Residual value', in relation to a film and to any right in 

relation to a film, and to any taxpayer, and to any 
income year, means the amoWlt of the cost of 
acquisition of the film or the right in relation to a 
film incurred prior to the end of the income year, 
reduced by so much of the arnoWlt as has been 
allowed as a deduction to the taxpayer in any income 
year preceding that income year:". 

197. Cost of producing films-Section EO 4 (4), (5), (6), (7) 
and (8) are replaced by: 

"(4) Where,-
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"(a) In any income year any taxpayer has incurred any film 
production expenditure in relatioh to a film in 
relation to which the taxpayer is a film owner; and 

"(b) That film has, by means of a final certificate issued by 
the New Zealand Film Commission, been certified 
as a New Zealand film,-

the taxpayer shall be allowed a deduction for an amount equal 
to the amount of that film production expenditure in the later 
of-

"(c) The income year in which that New Zealand film is 
completed; 

"(d) The income year in which that film production 
expenditure is incurred. 

"(5) Where in any income year any film other than a New 
Zealand film is completed, and any taxpayer who is a film 
owner in relation to that film has, whether in that income year 
or in any income year preceding that income year, incurred 
any film production expenditure in relation to that film, that 
taxpayer shall be allowed a deduction, in the following 
proportions and in the following income years, for the amount 
or the aggregate of the amounts of the film production 
ex~diture,-

'(a) The income year first mentioned in this subsection, 50%, 
and 

"(b) The income year immediately succeeding that first
mentioned income year, 50%: 

Provided that in any case where the amount (if 
any) received or receivable, by or on behalf of the 
taxpayer from the sale, use, rental, or other 
explOItation of that film or of any right in that film, 
in the income year in which that filin is completed 
exceeds the amount of the film production 
expenditure that, but for this proviso, would be 
allowable as a deduction to the taxpayer in that 
income year, that taxpayer shall be allowed a 
deduction in that income year for such amount as is 
equal to the lesser of-

"(i) The aggregate of the amounts of the film 
produc?on expenditur~ incurre? by the taxpa>:er, 
ill relatton to that film, In every Income year ending 
on or before the last day of the income year in 
which that film is completed; 

"(ii) The amount so received or receivable, by the 
taxpayer or on the taxpayer's behalf, from that 
sale, use, rental, or other exploitation,-
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and the amount of the deduction that, but for this proviso, 
would have been allowable to the taxpayer in the income year 
immediately succeeding the income year first mentioned in 
this proviso, shall be reduced to only so much as is equal to the 
amount that remains after subtracting from the aggregate 
referred to in paragraph (i) of this proviso an amount equal to 
the amount referred to in paragraph (ii) of this proviso, and 
only that reduced amount shall be so allowable as a deduction. 

"(6) Where, in any income year succeeding the income year 
in which a film is completed, any taxpayer (being a taxpayer 
who, in relation to that film, is a film owner) incurs any film 
production expenditure in relation to that film, that taxpayer 
shall be allowed a deduction in that income year for an 
amount equal to the amount of that film production 
expenditure. 

"(7) Where, in the income year in which any film other than 
a New Zealand film is completed, any taxpayer, being the 
owner of that film or any right in that film, ceases to own that 
film or every right in that filin or, as the case may be, ceases to 
own that film and every right in it which the taxpayer 
possessed at any time during that income year, the taxpayer 
shall be allowed a deduction in that income year for an 
amount equal to the total of the film production expenditure 
incurred by the taxpayer in relation to that film. 

"(8) Where any amount by way of depreciation loss (being a 
depreciation loss that is film production expenditure) has been 
allowed as a deduction under this section, and the asset in 
relation to which that depreciation loss was calculated is sold 
or otherwise disposed of or used otherwise than in producing 
the film to whicn that film production expenditure relates, the 
Commissioner shall, to the extent of an amount which is, or 
amounts which in the aggregate are, not greater than that 
amount of depreciation foss, make such adjustments as the 
Commissioner considers fair and equitable.". 

198. Payment for non-comrliance with covenant to 
repair-Section EO 5 (1) and (2 are replaced by: 

"EO 5. (1) Subject to this section, where-
"(a) Any taxpayer is or was the lessee of land used by the 

taxpayer for the purpose of deriving gross income 
for any income year; and 

"(b) Under the lease the taxpayer is or was under an 
obligation to maintain that land or to make repairs 
(including repairs by way of painting and general 
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maintenance) to any improvements on that land; 
and 

"(c) By reason of the failure of the taxpayer to perform that 
obligation the taxpayer has become liable to pay 
the lessor of that land a sum of money by way of 
indemnity, compensation, or damages; and 

"(d) That sum or any part of that sum is paid to or recovered 
by the lessor from the taxpayer-

the Commissioner shall, for the income year in which that sum 
or any part of that sum was paid or recovered, allow the 
taxpayer a deduction of the amount so paid or recovered to 
the extent that the Commissioner is satisfied that the amount 
was in respect of maintenance or repairs, expenditure on 
which, if it had been incurred by the taxpayer during the term 
of the lease, would have been allowed as a deduction. 

"(2) Instead of claiming a deduction for the income year in 
which any amount was paid or recovered in accordance with 
subsection (1), the taxpayer may, if the taxpayer so elects by 
notice in accordance with subsection (3), which election shall 
be irrevocable, be entided to allocate, in such manner as the 
taxpayer specifies in the notice, the whole or any part of that 
amount to anyone or more of the 3 income years (being a 
year or years In which the land was used by the taxpayer for 
the purpose of deriving gross income) immediately preceding 
the income year in wruch that amount was so paid or 
recovered, and on receipt of the notice the Commissioner shall 
allow the amount so allocated to any such income year as a 
deduction to the taxpayer in that income year and shall, 
notwithstanding the time bar, make or amend any assessment 
in respect of that income year accordingly. Any amount so 
allocated to any such income year shall not be allowed as a 
deduction to the taxpayer in the income year in which the 
amount was so paid or recovered.". 

199. Option to use foreign tax balance date-Section 
EP 1 is replaced by: 

"EP 1. (1) A taxpayer may elect under this section to allocate 
foreign source income and foreign expenditure that, but for 
this section, would be allocated to the base year, to the year of 
election where-

"(a) The year of election is the taxpayer's income year in 
which the taxpayer's relevant annual income tax 
balance date In the relevant foreign country or 
territory falls; and 
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"(b) The base year is the taxpayer's income year 
immediately preceding the year of election. 

"(2) The election will apply only to foreign source income 
and foreign expenditure which-

"(a) Is taken into account in determining income tax payable 
by the taxpayer (and not merely withholding tax) in 
a foreign country or territory; and 

"(b) Has been included in one of the taxpayer's annual 
returns of income in the country or territory; and 

"(c) In the case of foreign source income, is foreign source 
income which, but for this section, would be 
allocated to the base year; and 

"(d) In the case of foreign expenditure, is an amount which, 
but for this section, would be allowed as a 
deduction in the base year if the only gross income 
of the taxpayer were foreign source income to 
which paragraphs (a) to (c) apply. 

"(3) The foreign source income and foreign expenditure to 
which an election applies will be allocated by the taxpayer to 
the year of election, unless the taxpayer has previously 
included the foreign source income and foreign expenditure in 
the taxpayer's annual return for the base year. 

"(4) A taxpayer makes an election under this section by 
completing the taxpayer's annual return of income 
accordingly. 

"(5) If a taxpayer makes an election, it will apply for the year 
of election and all subsequent income years, unless the 
Commissioner agrees in writing to allow the taxpayer to 
revoke the election or the limit detailed in subsectIon (8) is 
exceeded. 

"(6) If a taxpayer makes an election, it will apply to all the 
tax~yer's foreign source income and foreign expenditure to 
which subsection (2) applies except for-

"(a) Interest or gross income derived or deemed to be 
derived under the qualified accruals rules, unless the 
Commissioner consents in writing; or 

"(b) Dividends, unless the Commissioner consents in writing 
and the taxpayer is not a company; or 

"(c) Attributed foreign income; or 
"(d) Foreign investment fund income or gross income 

derived from an interest in a foreign investment 
fund; or 

"(e) In the case of foreign expenditure, foreign expenditure 
that would be allowed as a deductIon if the only 
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gro~s income of the taxpayer were gross income to 
which paragraphs (a) to (d) apply. 

"(7) In deciding whether to consent to an election applying 
to interest, gross income derived or deemed to be denved, or 
expenditure incurred or deemed to be incurred, under the 
qu3.lified accruals rules, or dividends, the Commissioner will 
consider-

"(a) Whether the taxpayer will incur significant compliance 
costs unless the election applies; and 

"(b) The risk to the revenue if the election applies; and 
"(c) Any other factors the Commissioner considers relevant. 
"(8) A taxpayer's election will not apply in a year of election 

if, for that lDcome year, the taxpayer's net lDcome for the 
year, but for this subsection, would exceed $100,000 if the 
onl~ gross income of the taxpayer were foreign source income. 

'(9) If subsection (8) applies, the taxpayer must-
"(a) Allocate all foreign source income and foreign 

expenditure to the year of election in accordance 
with this Act; and 

"(b) If necessary, allocate in accordance with this Act, gross 
income and foreign expenditure to the previous 
year to which the election would have applied but 
for subsection (8). 

"(10) If a taxpayer ceases to be or becomes resident in New 
Zealand, this sectIon will apply in the same way as for other 
taxJ?3;yers except that-

, {a} It will not apply to gross income or expenditure that is 
allocate<I other than by virtue of this section, to a 
period when the taxpayer was not resident in New 
Zealand; and 

"(b) If it allocates foreign source income or foreign 
expenditure incurred while the taxpayer was 
resident in New Zealand to a period after the 
taxpayer has ceased to be resident in New Zealand, 
that foreign source income is gross income, and the 
forei~ eXI;X:nditure is allowed as a deduction, in the 
year lD which the foreign source income and foreign 
expenditure is allocated under this section, 
notwithstanding section BD 1 (2Xc). 

"( 11) In this section-
"'Annual income tax balance date' includes a date which, 

in the opinion of the Commissioner, is substantially 
eq,uivalent to an annual income tax balance date: 

"'Foreign source income' means gross income which is 
not derived from New Zealand: 
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"'Foreign expenditure' means expenditure which is 
incurred m deriving foreign source income.". 

200. Sfreading of liquor revaluation income-Section 
EZ 2 (1) 15 replaced by: 

"EZ 2. (1) Where any liquor licence holder derives liquor 
revaluation income from specified trading stock during the 
1988-89 income year, the liquor licence holder may, by notice 
in writing to the Commissioner within the time in which the 
liquor licence holder is required to furnish a return of income 
for that income year, or within such further time as the 
Commissioner may allow, elect to either-

"(a) Apportion that liquor revaluation income between that 
income year and all or any of the 8 income years 
immediately succeeding that income year, and in 
every such case the amount of income so 
apportioned shall be deemed to have been income 
or gross income derived by the liquor licence holder 
in the income year to which it is apportioned; or 

"(b) Claim a deduction for that income year amounting to 
one-half of the liquor revaluation income of that 
liquor licence holder.". 

201. Purchase of patent rights-Section EZ 5 (1), (2) and 
(3) are replaced by: 

"EZ 5. (1) The Commissioner may for any income year allow 
such deduction as the Commissioner thinks fit in respect of any' 
sum expended by the taxpayer on the purchase before 1 April 
1993 of any patent rights used by the taxpayer in deriving the 
taxpayer's gross income for that income year. 

"(2) In ascertaining the amount that may be allowed as a 
deduction under this section in respect of any income year, the 
total amount payable by the taxpayer in respect of the 
purchase of any patent rights shall be allocated by the 
Commissioner over the tenn of the patent rights unexpired at 
the date of the purchase, and the amount allowed as a 
deduction in respect of any income year shall not in any case 
exceed the amount allocated to that year. 

"(3) Where, at any time before the expiry of any patent 
rightsJurchased by a taxpayer, the patent rights have come to 
an en without being subsequently revived or have been sold 
by the taxpayer, an amount bearing to the total sum expended 
by the taxpayer on the purchase of the patent rights the same 
proportion as the unexpired tenn of the patent rights at the 
date of their so coming to an end or being sold bears to their 
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unexpired tenn at the date of their purchase by the taxpayer 
(so far as that amount has not been otherwise allowed as a 
deduction to the taxpayer) shall be allowed as a deduction 
during the income year in which the patent rights have so 
come to an end or been sold.". 

202. Premium paid in respect of lease of land-Section 
EZ 6 (I) is replaced by: 

"EZ 6. (1) Where any taxpayer is the lessee of land used by 
the taxpayer in deriving the taxpayer's gross income in any 
income year, the Commissioner may allow a deduction of so 
much of any premium paid on the grant, or, as the case may 
be, the renewal of the lease, bemg a grant or renewal 
occurring before 1 April 1993, as would be allocated to that 
income year or, where the land was not so used by the 
taxpayer for the whole of the income year, the.part of that 
income year for which the land was so used, if the amount of 
that premium were apportioned evenly over the term of the 
lease: 

Provided that where the taxpayer is not the person to whom 
the lease or renewal of the lease was granted, the deduction 
allowed under this section shall not exceed so much of any 
premium paid by the taxpayer on the acquisition of the lease 
as would De allocated to that income year, or, where the land 
was not so used by the taxpayer for the whole of the income 
year, the part of the income year for which the land was so 
used, if the amount of that premium were apportioned evenly 
over the remaining tenn of the lease.". 

205. Unreturned retail profit in relation to goods sold 
on hire purchase-Section EZ 7 (1), (2), (3) and (4) are 
replaced by: 

"EZ 7. (1) Where any taxpayer is the vendor of goods sold 
under hire purchase agreements, any unreturned retail profit 
on the goods sold under hire purchase agreements entered into 
before 1 April 1993 is gross income of that taxpayer for that 
taxpayer's year of adjustment. 

"(2) Where any taxpayer's gross income is increased in the 
year of adjustment by $1,000 or more by additions made in 
accordance with subsection (I), the taxpayer shall notify the 
Commissioner in accordance with subsection (5). 

"(3) Where a taxpayer is required to notify the 
Commissioner under subsection (2) and that taxpayer is 
continuing to carry on business, that taxpayer may, to the 
extent that an increase in gross income arises from 
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adjustments made under subsection (1), elect (by an election 
which shall be in writing and which shall be given to the 
~ommissioner and which shall be irrevocable) to allocate that 
mcrease,-

"(a) On a due and receivable basis to the year of adjustment 
and the 2 immediately subsequent income years; 
and 

"(b) As to the outstanding balance (if any), to the 3rd of the 
immediately subsequent income years,-

and in any such case the amount so allocated to any 
subsequent income year shall be deemed to be gross income 
derived in that income year, and be deemed not to be gross 
income derived in the year of adjustment: _ 

Provided that any allocation made in accordance with this 
subsection may at any time be cancelled by the Commissioner, 
and the amount so allocated, to the extent to which it has not 
been allocated to and assessed for any earlier income year, 
shall be gross income derived in the income year in which the 
allocation was cancelled. 

"(4) If the amount allocated by a taxpayer on a due and 
receivable basis to the year of adjustment under 
subsection (3)(a) exceeds $1,000, the taxpayer may elect (by an 
election which shall be in writing and which shall be given to 
the Commissioner and which shall be irrevocable) to allocate 
that amount equally between the year of adjustment and any 
number of subsequent income years not exceeding 3, and the 
amount so allocated to any subsequent income year shall be 
deemed to be gross income derived in that income year and be 
deemed not to be gross income derived in the year of 
adjustment: 

Provided that any allocation made in accordance with this 
subsection may at any time be cancelled by the Commissioner, 
and the amount so allocated, to the extent to which it has not 
been allocated to and assessed for any earlier income year, 
shall become gross income derived dunng the income year in 
which the allocation was cancelled.". 

Amendments to Part F 

204. Apportionment of expenditure or loss-Section 
FB 1 is repealed. 

205. Apportionment of income derived partly in New 
Zealand and partly elsewhere-Section FB 2 is replaced by: 

"FB 2. (1) For the purposes of this Act generally, if-
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"(a) Any business of a taxpayer is earned on partly in New 
Zealand and partly outside New Zealand; or 

H(b) A contract is made in New Zealand and is wholly or 
partly performed by a taxpayer outside New 
Zealand, or is made outside New Zealand and is 
wholly or partly performed by a taxpayer in New 
Zealand,-

the gross amount of income from the business or contract, and 
expenditure incurred in deriving that income, will be 
apportioned to New Zealand in such a way and to such an 
extent as is necessary to produce an amount of net income or 
net loss for the purposes of this Act in respect of the business 
or contract which the taxpayer might be expected to have if 
the taxpayer's activities In New Zealand in respect of the 
business or contract were carried out by the taxpayer as a 
separate and wholly independent ~rson undercitking only 
those activities and dealing at arm s length, and the gross 
amount of income, so far as so apportioned to New Zealand, 
shall be deemed to be derived from New Zealand. 

H(lA) For the purposes of Part L, if-
"(a) Any business of a taxpayer is earned on partly in one 

country and partly in another country; or 
"(b) A contract is made in one country and wholly or partly 

performed by a taxpayer in another country, or lS 

partly performed oy a taxpayer in 2 or more 
countries, -

the gross amount of income from the business or contract, and 
expenditure incurred in deriving that income, will be 
apportioned between the countries In such a way and to such 
an extent as is necessary to produce an amount of net income 
or net loss, in respect of each country and the business or 
contract, which the taxpayer might be expected to have if the 
taxpayer's activities in that country in respect of the business 
or contract were earned out by the taxpayer as a separate and 
wholly independent person undertaking only those activities 
and dealing at arm's length. 

"(2) This section shall not be construed as applying with 
reseect to-

, (a) Income of any of the classes referred to in section OE 
4 (1) (except paragraphs (a) and (q)); or 

"(b) Income of any ofthe classes referred to in paragraph (a) 
or paragraph (q) of subsection (1) of section OE 4 to 
the extent that that income consists of income of 
any of the classes referred to in any of the other 
provisions of that subsection.". 



1762 Taxation (Core Prooisions) 1996, No. 67 

206. Disposal of trading stock-Section FB 3 is replaced 
by: 

"FB 3. Where in any income year the whole or any part of 
the assets of a business owned or carried on by any taxpayer is 
sold or otherwise disposed of (whether by way of exchange, or 
gift, or distribution ID terms of a will or on an intestacy, or 
otherwise, and whether or not in the ordinary course of the 
business of the taxpayer or for the purpose o( putting an end 
to that business or any part of it), and the assets sold or 
otherwise disposed of consist of or include any trading stock, 
the consideration received or receivable for the trading stock 
or, as the case may be, the price which under this Act the 
trading stock is deemed to have realised shall be taken into 
account in determining the taxpayer's gross income for that 
year, and the person acquiring the trading stock shall, for the 
purpose of calculating the I?erson's taxable income for that 
year or for any subsequent IDcome year, be deemed to have 
purchased it at the amount of that consideration or price. This 
section shall, with any necessary modifications, apply in any 
case where a share or interest in any trading stoCk is sold or 
otherwise disposed of by any taxpayer.". 

207. Floating rate of interest on debentures-In section 
Fe 1 (1), the portion after paragraph (c) is replaced by: 
"no deduction shall be allowed to the company, in respect of 
any interest payable under the debenture or of any 
expenditure or loss incurred in connection with the debenture 
or in borrowing the money secured by or owing under it.". 

208. Interest on debentures issued in substitution for 
shares-Section Fe 2 (1) is replaced by: 

"Fe 2. (1) Where a cO~E~y has issued debentures to its 
shareholders or to any s of its shareholders, and the 
amount of the debenture or debentures issued to each 
shareholder of the company or of that class has been 
determined by reference to the number or to the available 
subscribed capital per share of, or by reference otherwise to, 
the shares in that company or in any other com~y (whether 
or not that other company is being or has been liquidated) that 
were held by or on behalf of the shareholder at the time the 
debentures were issued or at any earlier time, no deduction 
shall be allowed to the company, in respect of any interest 
payable under any debenture so issued or of any expenditure 
or loss incurred in connection with any such debenture or in 
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borrowing the money secured by or owing under any such 
debenture.". 

209. Share dealing-(l) In section FC 3 (1), the portion 
after paragraph (b) is replaced by: 
"shall be deemed to be received by the taxpayer as 
consideration or part consideration on sale of the shares, 
whether or not the shares have been or will be sold, and shall 
be gross income in the year in which the dividend is derived: 

Provided that if, in relation to the transaction initiated by the 
acquisition of those shares in the income year in which the 
diVldend is derived, the amount that would be the taxpayer's 
net income if the taxpayer's only gross income derived in that 
year were in respect of the transaction (including any amount 
deemed to be consideration under this subsection), is more 
than zero, the amount of the consideration that is treated as 
gross income under this subsection shall be reduced by the 
fesser of-

"(c) The amount that would be the taxpayer's net income so 
calculated; and 

"(d) The total of any dividends that have been treated as 
gross income under subsection (2) and that have not 
previously been applied in reduction of the amount 
of consideration under this paragraph.". 

(2) Section FC 3 (2) is replaced by: 
"(2) Notwithstanding anything in subsection (1), any 

dividend that is taken into account under that subsection in 
any income year shall remain and be a dividend derived by the 
taxpayer in that year, and the amount of that dividend shall be 
gross income of the taxpayer in that year.". 

210. Valuation adjustments where company acquires 
its shares-(l) Section FC 4 (c) is replaced by: 

"(c) Any consideration derived by the shareholder from the 
cancellation would be gross income of the 
shareholder under section CD 3 or CD 4 or any 
other provision of this Act (other than section CF 1 
or section CF 2); and". 

(2) Section FC 4 (f)(iv) is replaced by: 
"(iv) In any case where the shares are not trading 

stock of the shareholder, excluded from the cost of 
the share acquired, redeemed, or otherwise 
cancelled, so that the shareholder is not allowed any 
deduction for that amount.". 
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211. R.evised assessments where assets purchased and 
resold after deduction of payments under lease-Section 
FC 5 (1 Xa) is replaced by: 

"(a) A taxpayer leased, rented, or hired any asset, being any 
plant or machinery (including a motor vehicle) or 
other equipment or a temporary building and the 
Commissioner has allowed a deduction to the 
taxpayer for the consideration paid or given in 
respect of that lease, rental, or hire; and". 

212. Effect of specified lease on lessor and lessee
Section FC 6 (4) is replaced by: 

"(4) In any income year in which the lessor leases, under a 
specified lease, any lease asset to any lessee, no deduction by 
way of depreciation shall be allowed to the lessor in respect of 
that lease asset.". 

215. Income of lessor under specified lease-(I) Section 
FC 7 (1) is replaced by: 

"FC 7. (1) For the purposes of this Act the income of any 
lessor derived under any specified lease shall be deemed to be 
interest." . 

(2) In section FC 7 (2), the portion before paragraph (a) is 
replaced by: 

"(2) The amount of interest so derived by any lessor shall be 
deemed to be-". 

(3) Section FC 7 (3) is replaced by: 
"(3) The interest so derived by any lessor shall, in relation to 

any income year, be deemed to be of an amount equal to the 
sum of such of the amounts (being amounts calculated in 
accordance with subsection (2Xa)), as are calculated in relation 
to the initial period (if any) and to each instalment period that 
ends in that mcome year.". 

214. Deduction to lessee under specified lease-In 
section FC 8, the portion before paragrapb (b) is replaced by: 

"FC 8. No deduction shall be allowed for any expenditure 
incurred by the lessee under a specified lease except to the 
extent that the expenditure-

"(a) Would be allowed as a deduction to the lessee under 
section BD 2; and". 

215. Taxation of hire purchase agreements-( 1) Section 
FC 10 (IXc) is replaced by: 
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"(c) Subject to sections EG 1 to EG 14, the lessee, but no 
other person, shall be allowed any deductions on 
account of depreciation of the hire purchase asset 
attributable to the period until the hire purchase 
agreement is terminated.". 

(2) In sectlon Fe 10 (3), the portion of the definition of 
quantity "a" before subparagrapn (i) is replaced by: 

"a is an amount equal to the gross income which the 
lessor would have derived under section EH 1 in 
respect of the hire purchase payments payable under 
the hire purchase agreement if-". 

(3) In section Fe 10 (3) the definition of quantity "b" is 
replaced by: 

"b is the sum of all amounts of gross income derived by 
the lessor in respect of the hire purchase payments 
paid under the hire purchase agreement.". 

(4) Sectlon Fe 10 (5Xc) and (d) are replaced by: 
"(c) The lessor shall not be allowed a deduction under 

section DJ 1 (a) or section EH 5 for bad debts in 
relation to any amount owing or to become owing 
in respect of the hire purchase agreement, if the 
amount calculated for the lessor under 
subsection (2) and, if applicable, subsection (3) of 
this section in relation to the hire purchase 
agreement is taken into account by the lessor-

"(i) As the acquisition price of trading stock. of the 
lessor; or 

"(ii) For the purposes of calculating the net 
income of the lessor for any income year in any 
way not referred to in suhparagraph (i); and 

"(d) Any amount paid at any time in an income year 
subsequent to the income year in which a hire 
purchase agreement is terminated or expires on 
account of any amount that, under the terms of the 
hire {>urchase agreement, the lessee or any person 
assocIated with the lessee is liable to pay to the 
lessor or any person associated with die lessor is 
gross income of the lessor in the year it is received 
by the lessor or associate of the lessor; and". 

(5) In sectlon Fe 10 (5), the portion after subparagraph (f)(ii) 
is replaced by: 

"shall, in the year it is paid, be deemed to be gross 
income derived by the lessee if a deduction has been 
allowed to the lessee in respect of the hire purchase 
asset that is the subject of the agreement.". 
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(6) Section FC 10 (8)(b) is replaced by: 
"(b) The amOlmt of any expenditure or loss incurred by the 

lessee in preparing and installing the hire purchase 
asset for use (unless such expenditure or loss is 
allowed as a deduction to the lessee under any 
provision of this Act other than sections EG 1 to 
EG 15 and section EG 18).". 

216. Investors in category A group investment funds
Section FC 12 (a) is replaced by: 

"(a) The interest of an investor in a group investment fund 
that derives category A income shall be deemed to 
be shares in the group investment fund; and". 

217. Interpretation-Section FD 2 (1) is replaced by: 
"FD 2. (1) For the purposes of the consolidation rules, any 

reference in those rules to-
"(a) Gross income, net income or taxable income of a 

consolidated group; or 
"(b) An attributed foreign net loss or a foreign investment 

fund net loss, or a net loss of a consolidated group; 
or 

"(c) Tax payable by a consolidated group; or 
"(d) A tax credit available to a consolidated group,-

shall, unless the context otherwise requires, be interpreted as a 
reference to the gross income, net Income, taxable income, 
attributed foreign net loss, foreign investment fund net loss, 
net loss, tax payable, or tax credit available determined in 
respect of that consolidated group on a single assessment basis 
in accordance with those rules as if the group were one 

" company .. 

218. Part year accounts and part year net income 
allocation-(I) Section FD 9 (I)(b) is replaced by: 

"(b) Sufficiendy detail in accordance with subsection (2) the 
gross income and allowable deductions (and where 
required the income tax liability), of the company in 
respect of any relevant part of the income year.". 

(2) Section FD 9 (2) is replaced by: 
"(2) The gross income, allowable deductions or income tax 

liability of a company attributable to a part of an income year 
referred to in subsection (1) shall be determined, to the extent 
fair and reasonable and with any necessary modifications, by 
treating that part year as a complete income year for the 
purposes of applying the provisions of this Act.". 
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219. Special provisions relating to dispositions of 
property-(I) In section FD 10 (1), the portion before 
paragraph (c) is replaced by: 

"FD 10. (1) Where any company (in this subsection referred 
to as the 'transferor') disposes of any property to another 
company (in this subsection referred to as the 'transferee') that 
is a member of the same consolidated group when the 
dis.eosition takes place, being property that is-

(a) Depreciating property of the transferor; or 
"(b) Any property (being neither trading stock. for either the 

transferor or the transferee, nor a financial 
arrangement to which the accruals rules apply) 
where, if the transferor or transferee were to 
dispose of that property, the consideration would 
(but for this section or section HB 2) be gross 

. income of the transferor or transferee,-
then, for the purposes of determining gross income under 
section CD 1 or CD 4 or otherwise and aIlowable deductions 
under sections DJ 13 or DJ 14 or otherwise, in respect of any 
subsequent disposal of the rroperty or in respect of 
depreciation or amortisation 0 the acquisition cost of the 
property under any of sections EG 1, EZ 5, and EZ 6 or any 
other amortisation provisions of this Act-". 

(2) In section FD 10 (1)(eXi), the portion before sub
subparagraph (A) is replaced by: 

"(i) Except where the property forms all or part 
of a pool of property that is depreciated by the 
transferor in accordance with section EG 11, the 
aggregate of the following amounts of expenditure 
incurred by the transferor in respect of the. property 
before the disposition to the transferee in lact takes 
place, being in every case expenditure in respect of 
which no deduction has been allowed under this Act 
(other than by way of depreciation or amortisation 
of the acquisition cost of the property under any of 
sections EG 1, EZ 5, and EZ 6 or any other 
amortisation provisions of this Act):". 

(3) Section FD 10 (2) is replaced by: 
"(2) Where any companr (in this subsection referred to as 

the 'transferor') disposes of any depreciating property (other 
than pooled property) to another company (in this subsection 
referred to as the 'transferee') that is a member of the same 
consolidated group when the disposition takes place, for the 
purposes of sections EG 1, EG 19, El 5, and EZ 6 and any 
other amortisation provisions of this Act in respect of the 
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calculation of the net income of the transferee for any income 
year, the transferee shall be deemed to have been allowed 
deductions for depreciation or under section EZ 5 or section 
EZ 6 or any other amortisation provision of the same amounts 
as, in respect of or in relation to the property, have been 
allowed to the transferor.". 

(4) Section FD 10 (3Xb) is replaced by: 
"(b) But for this subsection, the disposal or cessation would 

prevent the transferor from being allowed a 
deduction under any of sections DL 2, DO 4, and 
DO 5; and". 

(5) In section FD 10 (3), the portion after paragraph (c) is 
replaced by: 

"by another company which is a member of the 
same consolidated group as the transferor for the 
whole of the income year,-

the transferor shall not be prevented by the disposal or 
cessation from being allowed such a deduction.". 

(6) Section FD 10 (4XaXiv) is replaced by: 
"(iv) Neither the transferor nor the transferee is 

entided, under section lE 1 or section IF 1, to claim 
to carry forward to the income year and offset any 
net loss of the company for any preceding income 
year (except where the whole of that net loss may 
be offset against net income of the consolidated 
group for the income year under section IG 6),-". 

(7) Section FD 10 (4XaXvi)(B) and (C) are replaced by: 
"(B) Incurred all other expenditure and derived 

all gross income incurred or derived by 
the transferor with respect to the financial 
arrangement before the disposition; and 

"( C) Included in its returns of income under the 
Tax Administration Act 1994 the same 
amounts of gross income and expenditure 
with respect to the financial arrangement 
as were included by the transferor; and". 

(8) Section FD 10 (8 Xb) is replaced by: 
"(b) If that disposition were by way of sale, the consideration 

from the sale would be included in the transferor's 
gross income (not being gross income not taken into 
account by virtue of section HB 2); and". 

220. Amalgamation of companies-purpose-Section 
FE 1 (1 Xb) is replaced by: 
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"(b) In the case of qualifying amalgamation, to permit 
certain property to be transferred to an 
amalgamated company on a concessional taxation 
basis and an amalgamated company to succeed to 
net losses and imputation credit account and other 
credits of amalgamating companies, subject to tests 
of continuity and commonality of ownership being 
met; and". 

221. Deduction to amalgamated company for bad 
debts, expenditure, etc.-In section FE 3, the portion after 
paragraph (b) is replaced by: 

"(c) The amount of the bad debt, expenditure, loss, or 
depreciation would not be allowed as a deduction to 
the amalgamated company but for this subsection; 
and 

"(d) The amount would have been allowed as a deduction to 
the ama1~mating company but for the 
amalgamatIon,-

the amount shall be allowed as a deduction to the 
amalgamated company for the period.". 

222. Amalgamated company to assume unexpired 
accrual expenditure, and gross income of amalgamating 
company-Section FE 4 (b) is replaced by: 

"(b) Any amount derived by the ama1~mated company at 
any time after the amalgamatIon which-

"(i) Is derived by virtue of anything done or not 
done by the amalgamating company; and 

"(ii) Would have been gross income of the 
amalgamating company but for the 
amalgamation,-
shall be gross income at the time of the 
amalgamated company.". 

228. Acquisition of property by amal~ated 
company on qualifying amatgamation-( 1) SectIon FE 6 
(IAXO) is replaced by: 

"(b) The amalgamating company shall be deemed not to 
derive any gross income or to have any allowable 
deductions in respect of that disposition under 
section EG 19.". 

(2) Section FE 6 (3A) is replaced by: 
"(3A) Subsection (3) does not apply where the property is 

land that is (or may be) revenue account property of the 
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amalgamating company only by virtue of the 10 year rule in 
any of paragraphs (bXii), (c)(iI), (d)(ii), and (e) of section CD 1 (2), 
but if the amalgamated company disposes of the property 
within 10 years after the date of its acquisition by the 
amalgamating company, any amount derived from the 
disposition will be gross income of the amalgamated company 
under the relevant paraw-aph of section CD 1 (2) (subject to 
section CD 1 (3) to (13)) .. 

(3) Section FE 6 (4) is replaced by: 
"(4) Where an amalgamated company, on a qualifying 

amalgamation, acquires proI;>erty from an amalgamating 
company which was depreciatIng property (other than pooled 
property) of the amalgamating company, then for the 
purposes of sections EG 1, EG 19, El 5, and EZ 6 and any 
other amortisation provisions of this Act in respect of the 
calculation of the net income for any income year of the 
amalgamated company, the amalgamated company shall be 
deemed to have been allowed deductions for depreciation or 
under section EZ 5 or section El 6 of this Act or any other 
amortisation provision of the same amounts as, in respect of or 
in relation to the pr0,ferty, have been allowed to the 
amalgamating company. . 

(4) Section FE 6 (5)(aXiv) is replaced by: 
"(iv) The amalgamating company is not entitled, 

under section lE 1 or section IF 1, to claim to carry 
forward to the income year and offset any net loss 
of that company for any yreceding income year 
(except where the whole 0 such net loss may be 
offset against the net income of the amalgamated 
companx for the income year under section 
IF 4),- . 

(5) Section FE 6 (5)(a)(vi)(B) and (C) are replaced by: 
"(B) Incurred all other expenditure and derived 

all gross income incurred or derived by 
the amalgamating company with respect 
to the fulancial arrangement before the 
amalgamation; and 

"( C) Included in its returns of income under this 
Act the same amounts of gross income 
and expenditure with respect to the 
financial arrangement as were included by 
the amalgamating company; and". 
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224. Succession of obligations of amalgamating 
company under financial arrangement on amal
gamation-(I) Section FE 7 (aXiv) is replaced by: 

"(iv) The amalgamating company is not entitled, 
under section lE 1 or section IF 1, to claim to carry 
forward to the income year and offset any net loss 
of that company for any preceding income year 
(except where the whole of such net loss may be 
offset against the net income of the amalgamated 
company, for the income year under section 
IF 4),-' . 

(2) Section FE 7 (aXvi)(B) is replaced by: 
"(B) Incurred all expenditure and derived all 

other gross income incurred or derived by 
the affialgamating company with respect 
to the financial arrangement before the 
succession; and". 

(3) In section FE 7 (b), "calculating income" is replaced by 
"calculating gross income". 

225. Amalgamation not to result in deemed gross 
income or remission of liabilities-Section FE 9 is 
replaced by: 

"FE 9. Sections CE 4 (1) and lE 1 (4) will not apply merely by 
virtue of an amalgamated company succee~ to a liability of 
an amalgamating company on an amalgamatIon.". 

226. Business stock. in hand-In section FF 3, "section BB 
4 (a)" is replaced by "section CD 3". 

227. Personal pro~rty-Wherever it occurs in section 
FF 4, "section BB 4 (c)" is replaced by "section CD 4". 

228. Land-(I) In section FF 6 (1)(a), the portion before 
subparagraph (ii) is replaced by: 

"(a) For the purposes of section BD 2 and paragraphs (a) to 
. (f) of section CD 1 (2)-

"(i) The transferor shall be deemed to have 
disposed of that land for a consideration equal to 
the total amount that would, if that land had been 
sold by the transferor on the date of the transfer, 
have been the cost price of the land to the 
transferor; and". 

(2) Section FF 6 (IXaXiv) is replaced by: 
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"(iv) Where the transferor and the transferee are 
not associated persons and the transferee 
subsequently sells or otherwise disposes of that land 
section GD 9 (1) shall have effect as if the transferor 
and the transferee were associated persons:". 

(3) In section FF 6 (IXb), the portion before subparagraph (i) 
is replaced by: 

"(b) For the purposes of sections BD 2 and CD 1 (2Xg),-". 
(4) Section FF 6 (1XbXiv) is replaced by: 

"(iv) Where the transferor and the transferee are 
not associated persons and the transferee 
subsequently sells or otherwise disposes of that land 
section GD 9 (1) shall have effect as if the transferor 
and the transferee were associated persons.". 

229. Standing timber-Section FF 7 (b) is replaced by: 
"(b) That amount shall be taken into account under those 

sections in determining the gross income of the 
transferor and in calculating tlie cost of the timber 
to the transferee:". 

250. Patent rights-Section FF 8 (a) and (b) are replaced by: 
"(a) The transferor shall be deemed to have sold those 

patent rights in the income year of transfer for a 
consideration equal to the amount (if any) of the 
e~~nditure of the kind referred to in section EN 2 
(3){a) or, as the case may be, of the total cost of the 
kind referred to in secUon EN 2 (3 Xb), that has not 
been allowed as a deduction to the transferor; 

"(b) No deduction of the amount first mentioned in 
paragraph (a) shall be allowed to the transferor in 

. " any mcome year; . 

251. Non-specified livestock-In section FF 10 (1Xa), the 
portion after subparagraph (i) is replaced by: 

"(ii) By virtue of that transfer the transferee 
commences or recommences to derive gross 
income from non-specified livestock in that income 
year,-
the transferee shall, except for the purposes of 
determining whether any subsequent acqUlSition of 
livestock by the transferee constitutes the 
commencement or recommencement by the 
transferee of the deriving of gross income from non
specified livestock, be deemed not to have so 
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commenced or recommenced to derive gross 
income from non-specified livestock. by virtue of 
that transfer:". 

282. Leased assets-(I} Section FF 14 (a) is replaced by: 
"(a) Any person has leased, rented, or hired any asset, being 

any plant or machinery (including a motor vehicle J 
or other equipment or a temporary building, and 
the Commissioner has allowed a deduction to that 
person in any income year, for the consideration 
paid or given in respect of that lease, rental, or hire; 

d" an . 
(2) In section FF 14, the portion after paragraph (d) is 

replaced by: 
"the Commissioner may include in the gross income under 
section Fe 5 of the transferee derived in the income year in 
which the asset is sold or otherwise disposed of by the 
transferee an amount equal to the excess or the total amount 
of the deductions so allowed to the person first mentioned in 
this section, whichever is the less.". 

288. Depreciable property-(I) In section FF 16 (1), the 
portion before paragraph (a) is replaced by: 

"FF 16. (1) Notwithstanding section EG 17, where any asset 
is transferred in accordance with a matrimonial agreement 
from a transferor to whom a deduction is allowed in respect of 
the depreciation of that asset, whether or not any such 
deduction has been allowed to the transferor, then for the 
purposes of this Act sections DL 1, DO 2, EG 1 to EG 16, and 
EZ 3 s~ apply, with ~y ~~cessa.ry modifications, in relation 
to any mcome year, as if- . 

(2) Section FF 16 (2Xb) is replaced by: 
"(b) The transferee shall be deemed to have been allowed a 

deduction (additional to any deduction for 
depreciation claimed in respect of that asset by the 
transferee) of an amount equal to the sum of all 
deductions claimed by the transferor in respect of 
the depreciation of the asset.". 

284. Mining assets-( I) In section FF 19, the portion before 
paragraph (b) IS replaced by: 

"FF 19. For the purposes of this section and sections DN 4 
and IH 5, and notwitllstanding section DN 4 (5), where any 
asset is transferred in accordance with a matrimonial 
agreement, the following provisions shall apply: 
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"(a) Where the transferor is a resident mining operator and 
that asset is an asset that was used by the transferor 
immediately before that transfer, in deriving gross 
income from mining, the transferor sbalf be 
deemed to have sold or otherwise disposed of that 
asset on the date of transfer for a consideration 
equal to the lesser of-

"(i) The amount of the expenditure incurred by 
the transferor in the acquisitIon of that asset: 

"(ii) Where any deduction by way of depreciation 
has been allowed to the transferor m respect of that 
asset, an amount equal to the value to which, at the 
commencement of the income year of transfer, that 
asset has been reduced by the allowance of all such 
deductions: 

"(iii) Where that asset is an asset acquired as a 
result of exploration expenditure or development 
expenditure incurred by the transferor in respect of 
which the Commissioner has allowed any deduction 
under sections DN 1 (5) and ON 4 (5), the amount of 
that exploration expenditure or that development 
expenditure reduced by an amount equal to the 
sum of the amounts of all such deductions:". 

(2) Section FF 19 (cXii) is replaced by: 
"(ii) That sale or other disposal shall be deemed 

to be a sale or other disposal to which, in relation to 
subsections (9), (10), and (11) of section DN 1, 
section ON 4 (5) applies; and". 

(3) Section FF 19 (d)(iii) is replaced by: 
"(iii) Where that asset is an asset acquired as a 

result of exploration expenditure or development 
expenditure incurred by the transferor in respect of 
which the Commissioner has allowed any deduction 
under sections DN 1 (5) and ON 4 (5), the amount of 
that exploration expenditure or that development 
expenditure reduced by an amount equal to the 
sum of the amounts of all such deductions:". 

(4) Section FF 19 (e) is replaced by: 
"(e) Where, in any case where paragraph (d) applies, the 

transferee is deemed to have incurred expenditure 
in the acguisition of that asset of an amount 
calculated m accordance with subparagraph (iii) of 
that paragraph, the transferee shaJl, for the 
pW"{>oses of subsections (8), (9), (10), and (11) of 
sectIon ON 1, be deemed to have acquired that 
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asset as a result of exploration expenditure or 
development expenditure incurred by the 
transferee." . 

285. Circumstances in which apportionment 
re~uired-Section FG 3 is replaced by: 

, FG 3. Section FG 8 applies to require an apportionment of 
interest expenditure incurred dwing an income year if the 
taxpayer has a New Zealand group debt percentage for the 
income year that-

"(a) Exceeds 75%; and 
"(b) If the taxpayer is a company or a trustee, also exceeds 

the worldwide group debt percentage of the 
taxpayer multiplied by 1.1.". 

286. R.ules for calculating New Zealand group debt 
percentage-Section FG 4 (2) is replaced by: 

"(2) Tow debt means the aggregate of the outstanding 
balances on the relevant date chosen under subsection (5) of all 
financial arrangements issued by the taxpayer (or another 
group member) where-

"(a) The financial arrangement provides funds to the issuer; 
and 

"(b) The financial arrangement gives rise to an amount 
which would be an allowable deduction to the issuer 
other than an amount that is solely attributable to a 
movement in currency exchange rates.". 

287. Apportiomnent of interest deductions-Section 
FG 8 is replaced by: 

"FG 8. (I) NotWlthstanding anything in section DD 1 (b), ifa 
taxpayer's New Zealand group debt percentage for an income 
year fails the test in section FG 3, the amount that would in the 
absence of this section be allowed as a deduction to the 
taxpayer for the income year under section DD 1 (b) will be 
reduced by an amount calculated in accordance with the 
following fonnula: 

"(I - GI - IFD) x TNZD-NZDA x NZDP-TDP 
TNZD NZDP 

"where-
"I is the amount which would be allowed as a deduction to 

the taxpayer under section DD 1 (b) but for this Subpart; 
and 

"GI is the amount allowed as a deduction to the taxpayer 
under section DD 1 (b) in respect of amounts payable 
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(excluding any amount included in item IFD) to a 
company included in the taxpayer's New Zealand group 
under section FG 4 (12) or section FG 4 (15); and 

"IFD is the amount allowed as a deduction to the taxpayer 
under section DD 1 (b) in respect of financial 
arrangements excluded from total debt for the 
taxpayer's New Zealand group by virtue of section FG 
4 (2); and 

"TNZD is the total debt of the taxpayer's New Zealand 
group for the income year, calculated under section FG 4 
before allowing for any adjustment under section FG 6; 
and 

"NZDA is the amount, if any, deducted under section FG 6 
in calculating the total debt of the taxpayer's New 
Zealand group for the income year (which amount must 
be averaged m circumstances where section FG 4 (5Xa) 
or section FG 4 (5)(b) applies); and 

"NZDP is the taxpayer's New Zealand group debt 
percentage for the Income year; and 

"TDP is-
"(a) If the taxpayer is a company or a trustee, the 

greater of-
"(i) 75 percent; and 
"(ii) The taxpayer's worldwide group debt percentage 

multiplied by 1.1; and 
"(b) If the taxpayer is an individual who is not a 

trustee, 75 percent. 
"(2) Notwithstanding subsection (1), if and to the extent that 

another. member of the same wholly-owned group of 
comparues-

"(a) Elects that this subsection apply; and 
"(b) Would, in the absence of an election under paragraph 

(a) and after allowing for any other reductions 
under this subsection, oe allowed a deduction under 
section DD 1 (b) for an amount at least as large as 
the amount to which the election applies,-

the reduction will be made to the amount that would 
otherwise be allowed as a deduction to the other group 
member under section DD 1 (b) for the income year instead of 
to the amount allowed as a deduction to the taxpayer.". 

238. Deduction for dividends paid on certain 
preference shares-Section FZ 1 (4) is replaced by: 
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"(4) Subject to this section, the Commissioner may allow as a 
deduction in any income year to any comF.Y to which this 
section applies, an amount equal to the diVldends paid by the 
company m that income year m respect of specified preference 
shares of that company in any case where die Commissioner is 
satisfied that at all times in that income year the aggregate 
amount of the available subscribed capital per share of all the 
preference shares, including specified preference shares, of the 
company does not exceed 50% of the ag~egate amount of the 
available subscribed capital per share of an the ordinary shares 
of the company.". 

289. Amounts owing under convertible notes deemed 
to be share capital and holders deemed to be 
shareholders-{I} Section FZ 2 (2Xa) is replaced by: 

"(a) No deduction shall be allowed to the company in 
respect of any interest payable under the 
convertible note or of any expenditure or loss 
incurred in connection with the convertible note or 
in borrowing any money in respect of which the 
convertible note is issued or given; and". 

(2) In section FZ 2 (4), the portion before paragraph (a) is 
replaced by: 

"(4) No deduction shall be allowed to any company m 
respect of -". 

Amendments to Part G 

240. Av.eements purporting to alter incidence of tax 
to be VOId-Section GB 1 is replaced by: 

"GB 1. (1) Where an arrangement is void in accordance with 
section BG 1, the amounts of gross income, allowable 
deductions and available net losses included in calculating the 
taxable income of any person affected by that arrangement 
may be adjusted by the Commissioner in the manner the 
Commissioner thinks appropriate, so as to counteract any tax 
advantage obtained by that person from or under that 
arrangement, and, without limiting the generality of this 
subsection, the Commissioner may nave regard to-

"(a) Such amounts of gross income, allowable deductions 
and available net losses as, in the Commissioner's 
opinion, that person would have, or might be 
expected to have, or would in all likelihood have, had 
if that arrangement had not been made or entered 
into; or 



1778 Taxation (Core Pruuisions) 1996, No. 67 

"(b) Such amounts of gross income and allowable deductions 
as, in the Commissioner's opinion, that person 
would have had if that person had been allowed the 
benefit of all amounts of gross income, or of such 
part of the gross income as the Commissioner 
considers proper, derived by any other person or 
persons as a result of that arrangement. 

"(2) Where any amount of gross income or allowable 
deduction is included in the calcUlation of taxable income of 
any person under subsection (1), then, for the purposes of this 
Act, that amount will not be included in the calculation of the 
taxable income of any other person. 

"(3) Without limiting the generality of the definitions of 
'arrangement', 'liability', 'tax avoidance' or 'tax avoidance 
arrangement' in sectlon OB 1, or of section BG 1 or 
subsections (I) and (2) of this section, where, in any income 
year, any person sells or otherwise disposes of any shares in 
any company under a tax avoidance arrangement under which 
that person receives, or is credited with, or there is dealt with 
on that person's behalf, any consideration (whether in money 
or money's worth) for that sale or other disposal, being 
consideration the whole or a part of which, in the opinion of 
the Commissioner, represents, or is equivalent to, or is in 
substitution for, any amount which, if that arrangement had 
not been made or entered into, that person would have 
derived or would derive, or might be expected to have derived 
or to derive, or in all likelihood would have derived or would 
derive, as dividends in that income year, or in any subs~uent 
income year or years, whether in one sum in any of those 
years or in any other way, an amount equal to the value of 
that consideration, or of that part of that consideration, shall 
be deemed to be a dividend derived by that person in that first
mentioned income year.". 

241. Arrangements to defeat ap}Jlication of net loss 
carry forward provisions-In sectlon GC 2, the portion 
before paragraph (a) is replaced by: 

"GC 2. Where any company (in this section referred to as 
the 'loss company') claims to cany forward the whole or any 
part of any net loss for any income year to any later income 
year and-". 

242. Arrangement to defeat application of net loss 
offset provisionS-In section GC 4, the portion before 
paragraph (a) is replaced by: 
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"GC 4. No offset shall be allowed under subsection (2) of 
section IG 2 in calculating the taxable income of any comF.Y 
for any income year where the Commissioner is of the opInion 
that any shares in that company or in any other company-". 

243. Variations in control or income interests in 
foreign companies-Section GC 9 (4Xb) is replaced by: 

"(b) Is required to include as gross income any attributed 
foreign income which that person might derive; 
and". 

244. Films-Section GC 11 (4) is replaced by: 
"(4) Where, in relation to any income year and to any 

taxpayer, the Commissioner is satisfied that arrangements 
have been made between the taxpayer and another person 
with a view to the affairs of the taxpayer and of that other 
person being so arranged or conducted that any of the 
provisions 01 section EO 3 would, but for this subsection, have 
effect more favourably in that income year in relation to that 
taxpayer than would otherwise have been the case, the 
amount of the deduction which is allowed to that taxpayer 
under this section in that income year shall not exceed the 
amount that the taxpayer would, in the opinion of the 
Commissioner, have been allowed if those arrangements had 
not been made.". 

245. Petroleum mining-( 1) Section GC 12 (1) is replaced 
by: 

"GC 12. (1) Without limiting the provisions of sections BG 1, 
GB 1, and GZ 1, where the Commissioner considers that any 
arrangement consisting of-

"(a) A disposal of any petroleum mining asset on or after 
1 July 1992, together With any related 
arrangements (if any); or 

"(b) The incurring of exploration expenditure on or after 
1 July 1992, together with any related 
arrangements (if any); or 

"(c) A farm-out arrangement entered into on or after 
16 December 1991, together with any related 
arrangements (if any),-

has the effect or has been entered into for a purpose of tax 
avoidance, the Commissioner may, in accordance with section 
GB 1, adjust the taxable income of any person affected by the 
arrangement so as to counteract any tax advantage obtained 
by that person.". 
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(2) Section GC 12 (2Xd) and (e) are replaced by: 
"(d) An arrangement by which a petroleum miner disposes 

of a petroleum mining asset to an associated person 
on or after 1 July 1992 for the purpose, or for 
purposes including the purpose, of ensuring that the 
associated person secures the benefit of a greater 
deduction than that which would have been cillowed 
if the asset had been disposed of for its market 
value: 

"(e) An arrangement by which a petroleum miner enters 
into a farm-out arrangement with an associated 
person on or after 16 December 1991 for the 
purpose, or for purposes including the purpose, of 
ensuring that the associated person recelves the 
benefit of a greater deduction than would have 
been allowed if the farm-out arrangement had been 
entered into on substantially the same terms as 
those on which it would have been entered into 
with a person not associated with the petroleum 

. " mmer .. 

246. Income assessable to beneficiaries-Section GC 14 
is renumbered as section GC 14 (1) and amended by adding: 

"(2) This section does not apply to a Maori authority or a 
Maori to whom Part HI applies.". 

247. R.esident withholding tax-Section GC 19 is replaced 
by: 

"GC 19. Without limiting the generality of section NF 13, 
section GB 1 (1) shall apply as if-

"(a) The words 'amounts of gross income, allowable 
deductions and available net losses included in 
calculating the taxable income' in subsection (1), 
were replaced by the words 'liability to resident 
withholding tax'; and 

"(b) The words 'gross income, allowable deductions and 
available net losses' in subsection (1)(a), were 
replaced by the words 'resident withholding 
income'; and 

"(c) The words 'gross income and allowable deductions as, in 
the Commissioner's opinion, that person would have 
had, if that person had been allowed the benefit of all 
amounts of gross income, or of such part of the gross 
income' in subsection (IXb), were replaced by the 
words 'resident withholding income as, in the 
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Commissioner's opinion that person would have had, 
if that person had been allowed the benefit of all 
amounts of resident withholding income, or such 
part of the resident withholding mcome'.". 

248. Imputation-dividend paid by another com
pany-In section GC 23 (2), the portion before paragraph (c) is 
replaced by: 

"(2) For the purposes of the imputation rules, the amount of 
any imputation credit attached to a dividend to which 
subsection (1) applies-

"(a) Shall not constitute gross income of the shareholder or, 
as the case may be, the beneficiary or associated 
person; 

"(b) Shall not be treated as an imputation credit for the 
purposes of section LB 2;". 

249. Sale of trading stock. for inadequate consider
ation-Section GD 1 (l)(b) and (c) are replaced by: 

"(b) The price which under this section the trading stock is 
deemed to have realised shall be treated as gross 
income of the person selling or otherwise disposing 
of the trading stock; 

"(c) The person acquiring the trading stock shall be deemed 
to have purchased the trading stock at the price 
which under this section the trading stock is 
deemed to have realised.". 

250. Distribution of trading stock. to shareholders of 
company-Section GD 2 (lXb) and (c) are replaced by: 

"(b) The amount equal to the price which under this section 
the trading stock is deemed to have realised shall be 
treated as gross income of the company; 

"(c) The shareholder or the associated person shall be 
deemed to have purchased the trading stock at the 
price which under this section the trading stock is 
deemed to have realised.". 

251. Payment of excessive salary or wages, or 
allocation of excessive share of profits or losses, to 
relative employed by or in partnership with taxpayer
In section GD 3 (1), the portion after paragraph (c) is replaced 
by: 
"and the Commissioner is of the opinion that the 
remuneration, salary or wages, share of profits, or other 
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income payable to or for the benefit of that relative or that 
company, or the share of losses to be borne by that relative or 
that company, under the contract of service, employment, or 
engagement or the terms of the partnership exceeds such an 
amount as is reasonable having regard to the nature and 
extent of the services rendered, the value of the contributions 
made by the respective partners by way of services or capital 
or otherwise, and any other relevant matters, the 
Commissioner may for the purposes of this Act allocate the 
total profits, income or losses of the business or undertaking, 
without taking into account any amount payable to that 
relative or company, between the parties to the contract or the 
partners or any of them in such sli.ares and proportions as the 
Commissioner considers reasonable, and the amounts so 
allocated shall be deemed to be income or losses of persons to 
whom those amounts are so allocated and of no other 

" person .. 

252. Payments to taxpayer's spouse-Section CD 4 is 
replaced by: 

"CD 4. No deduction shall, except as expressly provided in 
this Act, be made in respect of any payments of any kind 
made by a taxpayer to his or her spouse: 

Provided that, with the consent of the Commissioner 
~ted before the deduction is claimed by the taxpayer, and 
subject to section CD 3, a deduction may be made in respect of 
any payment made by a taxpayer to his or her sJ><?use where 
the Commissioner is satisfied that the payment is for services 
rendered (not being domestic services or services performed in 
connection with the home) or is otherwise a bona fide 
payment, and that the payment was exclusively incurred in the 
derivation of gross income of the taxpayer for the income 

" year .. 

253. Excessive remuneration by close company to 
shareholder, director, or relative-In section CD 5, the 
portion before the proviso is replaced by: 

"CD 5. Where any sum paid or credited by a close 
company, being or purporting to be remuneration for services 
rendered by any person who IS a shareholder or director of the 
company or a relative of any such shareholder or director, 
exceeds such amount as in the opinion of the Commissioner is 
reasonable, the amount of the excess shall not be an allowable 
deduction of the company, and shall, for the purposes of this 
Act, be deemed to be a dividend paid by the company to that 
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person and received by that person as a shareholder of the 
" company: . 

254. Value of loans provided by superannuation fund 
deemed to be gross income of fund-Section GD 6 (1) is 
replaced by: 

"GD 6. (1) Where any superannuation fund in any income 
year has, directlr or indirectly and whether by one transaction 
or by a series of transactions, provided to a member of that 
superannuation fund in that income year any loan that would 
be a fringe benefit if it were provided by an employer to an 
employee in respect of that employee's employment, the value 
of the loan so provided shall be deemed to be gross income 
derived by the superannuation fund in that income year.". 

255. Land transferred between associated persons
Section GO 9 (1) is replaced by: 

"GD 9. (1) Where-
"(a) Any land has been transferred from any person (the 

'transferor') to any other person (the 'transferee'), 
and 

"(b) The transferor and the transferee are associated 
persons; and 

"(c) The transferee subsequently sells or otherwise disposes 
of that land and the consideration from that sale or 
disposition exceeds the cost of the land to the 
transferee; and 

"(d) If, had the transferor not transferred the land to the 
transferee but instead had sold or otherwise 
disposed of the land for the consideration referred 
to m paragraph (c), that consideration would have 
been gross income of the transferor under section 
CD 1-

that consideration shall be deemed to be gross income of the 
transferee under section CD 1.". 

256. Leases for inadequate rent-Section GD 10 (2) is 
replaced by: 

"(2) This section shall apply with respect to any leased 
property only if and to the extent that it is used by the lessee in 
the denvation of gross income or exempt income.". 

257. Accruals rules-Section GD 11 (1) is replaced by: 
"GD 11. (1) Where the Commissioner, having regard to any 

connection between the parties to the issue or transfer of a 
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financial arrangement and to any other relevant 
circumstances, is satisfied that the parties were dealing with 
each other in relation to the issue or transfer in a manner that 
has the effect of defeating the intent and application of the 
qualified accruals rules, the Commissioner may, under section 
EH 1 or section EH 3 or section EH 4 or secUon EH 6, deem 
the consideration for the issue or transfer to be equal to the 
consideration that might reasonably be expected for the issue 
or transfer if the parties to the issue or transfer were 
inderendent parties dealing at arm's length with each other in 
relaUon to the issue or transfer.". 

258. Cost of producing films-Section GD 12 (2) is 
replaced by: 

"(2) Where, in relation to any income year and to any 
taxpayer, the Commissioner is satisfied that arrangements 
have been made between the taxpayer and another person 
with a view to the affairs of the taxpayer and of that other 
person being so arranged or conducted that any of the 
provisions of section EO 4 would, but for this subsection, have 
effect more favourably in that income year in relation to that 
taxpayer than would otherwise have been the case, the 
amount of the deduction allowed to that taxpayer under that 
section in that income year shall not exceed the amount which 
that taxpayer would, in the opinion of the Commissioner, have 
been allowed as a deduction if those arrangements had not 
been made.". 

259. Cross-border arran~ment between associated 
persons-(I) Section CD 13 (3) is replaced by: 

"(3) If the amount of consideration payable by a taxpayer 
under such an arrangement exceeds the arm's length amount, 
then for all purposes of the application of this Act in relation to 
the income tax liability for any income year of the taxpayer, 
an amount equal to the arm's length amount will be deemed 
to be the amount J;>:lyable by the taxpayer in substitution for 
the actual amount. '. 

(2) Section CD 13 (5Xc) is replaced by: 
"(c) The amount is an allowable deduction of the other 

party.". 
(3) In section GD 13 (10), the portion after paragraph (c) is 

replaced by: 
"then for all purposes of the application of this Act in relation 
to the income tax liability for any income year of the taxpayer 
(or, if the amount is receivable by the taxpayer, to the 
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obligation of the taxpayer or any other person to make a 
withholding or deduction from the amount under Part N), an 
amount equal to the arm's length amount will be deemed to 
be the amount payable (or receivable) by the taxpayer under 
the compensation adjustment arrangement in SUDstItution for 
the actual amount.". 

(4) Section GD 13 (ll)(e) is replaced by: 
"(e) Including, in any case where the other party is a 

controlled foreign company, the calculatIon of 
branch equivalent income or branch equivalent loss 
in respect of the other party and the resultant 
calculation of the attributed foreign income or 
attributed foreipn loss or attributed foreign net loss 
of any person.' . 

260. Pre-197. a.veements purporting to alter incidence 
of tax-(I) In sectIon GZ 1 (a), "Sections BB 9 and GB I" is 
replaced by "Sections BG 1 and GB I". 

(2) In section GZ 1 (b), "Sections BB 9 and GB I" is replaced 
by "Sections BG 1 and GB 1". 

Amendment.s to Part H 
261. Returns, assessments, and liability of consolidated 

group-( 1) Section HB 1 (1) is replaced by: 
"HB 1. (1) Where and to the extent that anyone or more 

companies are in any income year members of the same 
consolidated group,-

"(a) The nominated company sha,1l make a sinsle return of 
income of those companies for that mcome year 
and those companies shall not make separate 
returns of income for that income year, except to 
the extent that any such company is not a member 
of the group for part of the income year; 

"(b) That single return of mcome shall, if the Commissioner 
so requires, include such form of accounts detailing 
the separate affairs of each of those companies as 
the Commissioner may specify; 

"(c) For the purposes of determining the availability under 
this Act of credits for set -oft against the income tax 
liability of the consolidated group in respect of that 
income year, the group shall be treated as if it were 
a single company; 

"(d) The Commissioner shall make a single assessment of the 
taxable income of those companies for that income 
year as if the companies were a single taxpayer, and 
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shall not make separate assessments of the taxable 
income of each company for that income year 
except to the extent that any such company is not a 
member of the group for part of the income 
year,-

and each of those companies shall, subject to this section, be 
jointly and severally liable for the amount of income tax 
assessed by the Commissioner in respect of that consolidated 
group and that income year, and that joint and several liability 
shall be in substitution for any income tax liability of those 
companies under this Act individually in respect of taxable 
income for that income year (to the extent that the taxable 
income relates to a period when the company is a member of 
the consolidated gro~p).". 

(2) Section HB 1 (5Xa)(ii) is replaced by: 
"(ii) The Commissioner determines that the 

income tax liability of the consolidated group that is 
attributable to the taxable income of the other 
company is to be recovered from the other 
company;". 

262. Taxable income to be calculated generally as if 
group were single company-Section HB 2 (1) is replaced 
oy: 

"HB 2. (1) Notwithstanding any other section of this Act, for 
the purposes of ensuring that a consolidated group is generally 
liabfe to income tax as if it were a single company, when 
calculating the taxable income for all or part of any income 
rear of a company which is for that income year or part 
mcome year a member of the consolidated group (that year or 
part year being in this subsection referred to as the 'relevant 
period' and the relevant period for the purposes of this section 
being treated as if it were an income year) to be included in the 
group return of income under section HB 1,-

"(a) An amount derived in the relevant period by the 
comFY that-

"(1) Is derived from a transaction or other 
arrangement with any other company that is a 
memoer of the same consolidated group; 

"(ii) Would not be gross income if the company 
and the other company were one company,
shall not be gross income except to the extent 
that-

"(ill) It arises by virtue of a disposition of trading 
stock of the company; or 
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"(iv) It arises under section EH 4 by virtue of a 
disposition of a financial arrangement to which the 
accruals rules apply; and 

"(b) Any expenditure or loss incurred in the relevant period 
by the company that-

"(i) Is incurred by virtue of a payment or 
disposition to, or other transaction or arrangement 
witb, any other company that is a member of the 
consolidated group; 

"(ii) Would not be allowed as a deduction if the 
company and the other company were one 
company,-
shall not be allowed as a deduction except-

"(iii) To the extent that it arises by virtue of an 
acquisition of trading stock by the company; or 

"(iv) For the purposes of and in accordance with 
section FD 10; 

"(c) Where any expenditure or loss or depreciation incurred 
in the relevant period by the company (not being 
expenditure or loss that is not allowed as a 
deduction by virtue of paragraph (b))-

"(i) Would not be allowed as a deduction but for 
this paragraph; 

"(ii) Would be allowed as a deduction if the 
consolidated group were one company by virtue of 
any connection between the incurring of that 
expenditure or loss or depreciation and die deriving 
of gross income or the carrying on of any business 
by any other member of the consolidated group,
the expenditure or loss or depreciation shall be 
allowed as a deduction for the relevant period; 

"(d) Where any expenditure or loss or depreciation incurred 
in the relevant period by the company (not being 
expenditure or loss that is not allowed as a 
deduction by virtue of paragraph (b))-

"(i) Would be allowed as a deduction but for this 
paragraph; 

"(ii) Would not be allowed as a deduction if the 
consolidated group were one company,-
the expenditure or loss or depreciation shall not be 
allowed as a deduction for the relevant period, 
except to the extent that it is interest in respect of 
money borrowed from a person that is not a 
member of the consolidated group, and-
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"(iii) Is allowed as a deduction under section DD 1 
(b )(iii); or 

"(iv) Would be allowed as a deduction under 
section DD 1 (b)(iii) if the company were deemed for 
the purposes of that section to have used the money 
borrowed (to the extent of the actual acquisition 
cost) to acquire certain shares in fact acquired by 
another member of the consolidated group using 
(having regard to interposed intra-group 
borrowings) the money borrowed; 

"(e) Where any amount derived in the relevant period by the 
company-

"(i) Would not be gross income but for this 
paragraph; 

"(ii) Would be gross income of the consolidated 
group if it were one company, by virtue of any 
purpose for which any property was acquired or 
any connection between that amount and the 
carrying on of a business by any other member of 
the consolidated group or otherwise,-
the amount shall be treated as gross income for the 
relevant period; 

"(f) In applying any provision of this Act (such as section 
EH 1 (3)) whose application is dependent upon 
whether a specified liinit is or is not exceeded, the 
consolidated group shall be treated as if it were a 
single company.". 

265. Special partnerships-(I) Section He 1 (2), (3), (4) and 
(5) are replaced by: 

"(2) Notwithstanding anything in this Act, where in any 
income year a special partnership sustains a partnership 
loss,-

"(a) No deduction shall be allowed to any partner for any 
outgoing of the partnership; 

"(b) The partnership gross income shall be deemed not to 
have been derived by the partners. 

"(3) A special partnership which has in any income year 
sustained a partnership loss (in this subsection referred to as 
the 'loss') shall, for the purposes of this section, be entitled to 
claim that,-

"(a) The loss be carried forward to the income year 
immediately succeeding the income year in which 
the loss arose and offset against the partnership net 
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income (if any) for that immediately succeeding 
income year so far as that income extends; 

"(b) So far as it cannot then be offset the loss be carried 
forward from that immediately succeeding year to 
the next succeeding income year and offset against 
the partnership net income (if any) for that next 
succeeding income year, and so on. 

"(4) Where partnership losses that arose in 2 or more 
income years are carried forward in accordance with the 
provisions of this section those losses shall be offset in the same 
order as those losses were incurred. 

"(5) If a special partnership claims, in accordance with 
subsection (3), to carry forward the whole or part of a 
partnership loss that arose in any income year to any later 
mcome year, the claim shall not be allowed unless the 
Commissioner is satisfied that, if at all times for the purposes 
of this Act,-

"(a) The partnership had been a company; and 
"(b) The respective interests of partners in the partnership's 

certified capital had been shares in that company 
held by those partners,-

that partnership loss or part loss could have been carried 
forward to that later income year in accordance with the 
provisions of sections lE 1 and IF 1.". 

(2) Section HC 1 (6) and (7) are replaced by: 
"(6) Where any partnership loss carried forward by a special 

partnership is offset against ~ership net income for any 
mcome year, in accordance WIth subsectton (3), each partner in 
the partnership shall be allowed as a deduction in that income 
year, an amount equal to each partner's share of the amount 
of partnership loss so offset. 

"(7) Where the amount of any debt incurred by a special 
partnership has been taken into account in calculating any 
partnership loss of the special partnership in any income year, 
and subsequendy the liability of the special partnership in 
respect of that debt has been remitted or cancelfed in whole or 
in part, the offset available under subsection (3) shall be 
reduced by the amount so remitted or cancelled. For the 
purposes of giving effect to this subsection, the Commissioner 
may at any time alter any assessment, notwithstanding the 
time bar.". 

(3) Section HC 1 (10) is replaced by: 
"(10) Where a special partnership has furnished a retum in 

respect of any income year and,-
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"(a) The return shows, or purports to show, that the 
partnership has sustamed a partnership loss in the 
mcome year; or 

"(b) Notwithstandin8' that the return shows, or purports to 
show, that m the income year the partnership has 
not sustained a partnership loss in the income year, 
the Commissioner ascertains that the partnership 
sustained a partnership loss for the income year,-

the Commissioner shall determine the amount of the 
partnership loss of the partnership and, for the purposes of 
sections 92 and 111 of the Tax Administration Act 1994, that 
determination of loss shall be deemed to be a determination of 
net loss (within the meaning of those sections) as if the special 
partnership were a taxpayer.". 

(4) Section HC 1 (12) is replaced by: 
"(12) In this section: 

" 'Additional capital', in relation to a special partnership, 
means-

"(a) Any capital contributed by a partner; 
"(b) Any capital used, or to be used, for the 

acquisition of any asset, other than trading stock, for 
use in the business of the partnership: 

" 'Allowance' means an amount for which a deduction is 
allowed under this Act, other than any amount of 
expenditure or loss: 

" 'Outgoing' means any expenditure, loss, or allowance: 
"'Partnership gross income', in relation to a special 

partnership and an income year, means the gross 
mcome of the partners for the income year in respect 
of the business or businesses of the partnership: 

" 'Partnership loss', in relation to a special partnership 
and to an income year, means the amount that 
would be the net loss of the partnership for the 
income year if the partnership was a taxpayer 
resident m New Zealand deriving the gross income 
and incurring the outgoings of the partners in 
carrying on the business or businesses of the 
partnership: 

"'Partnership net income', in relation to a special 
partnership and an income year, means the amount 
that would be the net income of the partnership for 
the income year if the partnership was a taxpayer 
resident in New Zealand deriving the gross income 
and incurring the outgoings of the partners in 



1996, No. 67 Taxation (Core Provisions) 1791 

carrying on the business or businesses of the 
partnership: 

" 'Registered', in relation to a special partnership formed 
in a country or territory outside New Zealand, means 
registered in that country or territory by a procedure 
sirilllar or equivalent to the registration of a special 
partnership under Part 11 of the Partnership Act 
1908: 

"'Special partnership' means-
"(a) A special partnership registered under Part 11 

of the Partnership Act 1908; 
"(b) An association of persons registered as a 

special partnership under Part 11 of the Partnership 
Act 1908; 

"(c) In relation to any country or territory outside 
New Zealand, a partnership or an association of 
persons formed in that country or territory which, if 
formed in New Zealand, would be registered as a 
special partnership under Part 11 of the Partnership 
Act 1908.". 

264. Assessment of partners, co-trustees, and joint 
venturers-Section HD 1 is replaced by: 

"HD 1. (1) Where amounts are derived or incurred by 2 or 
more :persons joindy, whether as partners, co-trustees, or 
otheIWlSe,-

"(a) In the case of co-trustees, they shall include such 
amounts that would be gross income or allowable 
deductions if the co-trustees were a single taxpayer 
resident in New Zealand in a joint calculation of 
taxable income and shall be joindy and severally 
liable for the resulting income tax liability: 

"(b) In the case of partners there shall be no joint 
assessment, but each partner shall, in calculating 
their taxable income, take into account their share 
of the gross income that they joindy derive from the 
firm: 

"(c) In any case other than that of co-trustees or partners, 
each person joindy deriving or incurring such 
amounts shall, in calculating their taxable income, 
take into account their share of the gross income 
that they joindy derive. 

"(2) This section shall not apply with respect to the gross 
income derived by, and allowable deductions allowed to, an 
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airport operator from activities that, in relation to that airport 
operator, are activities as an airport operator.". 

266. Group investment funds-Section HE 2 (1) is 
replaced by: 

"HE 2. (1) The trustee of a group investment fund for any 
income year shall make separate returns of-

"(a) Category A income of the group investment fund; and 
"(b) Category B income of the group investment fund. 
"(lA) Any gross income derived by the trustee of a group 

investment fund from the investments and funds of the group 
investment fund shall, to the extent that,-

"(a) The gross income is category A income of the group 
investment fund, be deemed to be gross income to 
which the trustee of the group investment fund is 
beneficially entitled: 

"(b) The gross income is,-
"(i) Gross income derived from the investments 

and funds of any designated group investment 
fund; or 

"(ii) Category B income of the group investment 
fund,-

be deemed to be gross income derived by a trustee and the 
trustee of the group investment fund shall make returns and 
be assessable accordingly in accordance with sections CL 2, 
DI 3, GC 14, HH 1 to HH 6, HK 14, and HZ 2.". 

266. Profits of mutual associations in respect of 
transactions with members-(l) Section HF I (1), (2), (3), (4) 
and (5) are replaced by: 

"HF 1. (I) Where in any income year an association enters 
into transactions with its members, or with its members and 
other persons, any amounts derived in that income year from 
those transactions which would be gross income of the 
association if the transactions were not of a mutual character 
shall be deemed to be gross income of the association derived 
in that income year (such an association being referred to in 
this section as 'an association to which this section applies'). 

"(2) Subject to subsection (3), the Commissioner shall in any 
income year allow a deduction to an association to which this 
section applies for the lesser of-

"(a) The aggregate of the amounts of rebates, being rebates 
which-

"(i) Are paid by the association to its members in 
respect of their transactions with the association in 
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that income year, being transactions that are taken 
into account in detennining the annual gross 
income of the association; and 

"(ii) Are calculated by reference to the amounts 
of those transactions, whether or not, in any case, 
any rebate is limited or reduced by reference to the 
amount of the share or interest of a member in the 
capital of the association; 

"(b) An amount calculated in accordance with the following 
formula-

"a - (b + c) 
"where-

"a is the gross income attributable to those 
transactIons, as determined by the 
Commissioner: 

"b is the total of the allowable deductions to 
which the association is entided other than 
under this subsection and which are 
determined by the Commissioner to be 
attributable to that gross income; and 

"c is the total of any amounts distributed to 
members in that income year by way of a 
cash distribution in respect of which a 
determination is made under section ME 35 
(lXa). 

"(3) Where an association to which this section applies is a 
statutory producer board,-

"(a) Any amount allowed as a deduction under subsection (2) 
in respect of rebates paid by the producer board 
shall be the amount specified in subsection (2Xa), 
and nothing in subsection (2)(b) or subsection (4) or 
the proviso to subsection (5) shall apply in relation 
to any such deduction; and 

"(b) The statutory producer board may elect whether the 
amount shall be allowed as a deduction in the 
income year in which the rebates were paid, or for 
the income year in which occurred the transactions 
in respect of which the rebates were paid; and 

"(c) Where any member of the statutory producer board to 
whom such a rebate is paid is itself a mutual 
association to which this section applies, the amount 
of the rebate shall be deemed to be gross income of 
that association derived in the income year in which 
the rebate is allowed as a deduction to the statutory 
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producer board in accordance with its election 
under paragraph (b). 

"(4) For the purpose of making a detennination under 
subsection (2Xb), the Commissioner may apportion any 
expenditure or loss (being expenditure or loss that is allowed as 
a deduction under this Act) Incurred by the association in the 
income year, in such manner as the Commissioner considers 
appropnate, between the transactions referred to in 
paragraph (aXi) of that subsection and the transactions (being 
transacttons that are taken into account in determining the 
annual gross income of the association) in that income year 
with persons other than its members. 

"(5) Where any rebate or part of a rebate paid to any 
member by an association to which this section applies is paid 
in respect of any transactions which are of such a nature that 
any payments in respect of those transactions by that member 
to the association, or by the association to that member, would 
be taken into account in determining the taxable income of 
that member, that rebate, or that ~ of a rebate, shall be 
gross income (otherwise than as a dividend) of that member: 

Provided that where that rebate, or that part of a rebate, 
exceeds so much as is attributable to it of the deduction 
allowed under subsection (2), the amount of the excess shall be 
deemed to be a dividend within the meaning of section CF 2 
derived by that member.". 

(2) In section HF 1 (8), the portion before paragraph (a) is 
replaced by: 

"(8) Every reference in this section to transactions as being 
transactions of an association with its members or transactions 
of members of an association with the association and as 
being, in either case, transactions that are taken into account 
in determining the annual gross income of the association shall 
be taken as a reference to transactions of anyone or more of 
the following classes:". 

267. Q).uilifying company regime-Section HG 1 (c) and 
(d) are replaced by: 

"(c) Make distributions to its shareholders of its gains in such 
a fashion that the distributed gains are treated for 
taxation purposes; and 

"(d) Where the company has only one class of shares, 
allocate its net losses to its shareholders in such a 
fashion that the net losses are treated for taxation 

" purposes,- . 
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268. Shareholder elections-( 1) Section HG 4 (1 Xb Xi) and 
(ii) are replaced by: 

"(i) The income tax liability for that income year 
of that company; and 

"(ii) Any income tax payable in respect of that 
income year in accordarice with an election by the 
company under this section as a shareholder in 
another company,-". 

(2) In section HG 4 (2)(b), the portion before subparagraph (i) 
is replaced by: 

"(b) Elected to be personally (in the case of any such 
beneficiary or natural person (who may also be the 
trustee) assuming liability on behalf of beneficiaries) 
or to the extent of the net assets subject to the trust 
(in the case of the trustee), joindy and severally 
liable in respect of each income year during which 
the election is at any time in effect for such 
percentage of any income tax liability for that 
mcome year of the company and of any mcome tax 
for which the company may be liable in respect of 
that income year in accordance with an election by 
the company under this section as a shareholder in 
another com~y, as is equal to-". 

(3) Section HG 4 (3XbXii) is replaced by: 
"(ii) Elected to be personally and (in the case of 

more than one majority shareholder) joindy and 
severally liable for each income year during which 
the election remains in effect for such percentage of 
any income tax liability for that income year of the 
company and of any income tax payable by the 
company in respect of that income year by virtue of 
an electlon by the company under this section as a 
shareholder in another company, as is equal to the 
minority shareholder's efIective interest in the 
company at the time of election and subsequendy 
from time to time,-". 

269. Taxation of shareholders in qualifying 
companies-(l) Section HG 9 (2) and (3) are replaced b}": 

"(2) Where for any income year a loss attribuung qualifying 
company has a net loss, the provisions of sections HG 16 and 
HG 17 shall apply to the shareholders in the company in 
relation to that loss. 

"(3) Notwithstanding any other provision of this Act, where 
in any income year any shareholder in a qualifying company 
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incurs any interest expenditure in respect of money borrowed 
to acquire shares in that company, no deduction shall be 
allowed under section DD 1 for that mterest expenditure to the 
extent of the amount of any non-cash dividends {other than 
taxable bonus issues} which that shareholder, or any person 
associated with the shareholder, derives from that company in 
that income year.". 

{2} Section HG 9 {4} is replaced by: 
"{4} For the purpose only of determining whether a 

deduction is allowed under section DD 1 for interest 
expenditure incurred in respect of money borrowed to acquire 
shares in a qualifying company-

"{a} Section HG 13 shall be treated as not deeming to be 
exempt income distributions from a qu3.lifying 
company to a shareholder of that company; and 

"{b} Those distributions shall be treated as excluded from 
the definition of 'dividends' under section CF 2.". 

270. Taxation of qualifying company-Section HG 10 is 
replaced by: 

"HG 10. Notwithstanding any other provision of this Act,
"{a} Section CB 10 shall not apply to treat as exempt income 

any dividend derived by a company which has been 
at any time before the date of derivation a 
qualifying company, except to the extent that the 
dividend is a dividend to which section CB 10 {I} 
applies; and 

"{b} Section IG 2 {2} shall not apply to ~rmit a.I?-y qualifying 
company to offset agamst Its net mcome any 
amount on account of-

"{i} The loss of any other company; or 
"{ii} A payment made to any other company,

unless the other company is also a qualifying 
company.". 

271. Taxation on election to become qualifying 
company-{I} In section HG 11 {2}, the definition of quantity 
"b" is replaced by: 

"b is the aggregate of the gross income which would be 
derived by the company' at the relevant time from 
taking the actions descnbed in para~phs {i} and {ii} 
of item 'a', reduced by all amounts of expenditure or 
loss incurred in taking such actions that would be 
allowed as a deduction under this Act; and". 
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(2) In section HG 11 (2), the definition of quantity "d" is 
replaced by: 

"d is the basic rate of income tax for companies, 
expressed as a decimal, stated in clause 5 of Part A of 
Schedule 1 and applying in the income year of the 
company in which the relevant time falls.". 

(3) Section HG 11 (3) is replaced by: 
"( 3) Where in any income year (in this section referred to as 

the 'relevant year') any company not a qualifying company 
becomes a gualifying company, that company shall not be 
entitled by VIrtue of any of sections lE 1, lE 3, IE 4, IF 1, and 
IF 3 to cany forward any net losses of that company for 
income years before the relevant year to the relevant year or 
any later income year or years.". 

272. Payment of qualifying company election tax-The 
portion of section HG 12 (2) before paragraph (a) is replaced 
by: 

"(2) Subject to this section, and to sections 94 and 139B of 
the Tax Administration Act 1994, the provisions of this Act 
and of the Tax Administration Act 1994, so far as they are 
applicable and with any necessary modifications, shall apply 
with respect to qualifying company election tax, and to any 
late payment penalty payable under section 139B of the Tax 
Admirustration Act 1994 in respect of that qualifying company 
election tax as if it were income tax imposed WIder section 
BB 1 of this Act, but nothing in this section shall be so 
construed as to include qualifying company election tax or any 
such late payment penalty in the expressIOns 'income tax' or 
'tax' for the purposes of -". 

278. Dividends from qualifying company-(I) In section 
HG 13 (IXa), the portion before subparagraph (i) is replaced by: 

"(a) That dividend shall be exempt income of the 
shareholder to the extent to which the dividend 
exceeds the aggregate of -". 

(2) In section HG 13 (1) in the definition of quantity "c" in 
paragraph (a), "rate of resident companies' income tax" is 
replaced by "basic rate of income tax for companies". 

(3) In section HG 13 (1)(a), the portion after subparagraph (ii) 
is replaced by: 
"and the amount of any such imputation credit or dividend 
withholding payment credit shall, for the purposes of this Act, 
be deemed to be attached to that part of the dividend which is 
not exempt income.". 
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(4) Section HG 13 (1)(aa) is replaced by: 
"(aa) Section CB 10 shall not apply to treat that 

dividend as exempt income; and' . 
(5) Section HG 13 (5Xc)(i) is replaced by: 

"(i) Detail the extent (if any) to which any of the 
dividends are gross income and the extent (if any) to 
which any of the dividends are exempt income by 
virtue of subsection (1) of this section; and". 

(6) Section HG 13 (5)(dXi) is replaced by: 
"(i) Detail the extent (if any) to which any of the 

dividends are gross income and the extent (if any) to 
which any of the dividends are exem~t income by 
virtue of subsection (1) of this section. '. 

274. Net losses of loss attributing qualifying company 
to be attributed to shareholders-Section HG 16 is 
replaced by: 

"HG 16. (1) Subject to section HG 17, where a loss 
attributing qualifying company has a net loss for any income 
year, then, for the purposes of this Act-

"(a) Each shareholder who has an effective interest in the 
company for that income year shall be deemed to 
incur an amount of loss equal to the net loss of the 
company for that income year multiplied by the 
shareholder's effective interest in the company for 
that income year; and 

"(b) Subject to subsection (2), the amount of loss deemed to 
be incurred by each shareholder shall be treated for 
the purposes of this Act as if it were a loss incurred 
by that shareholder in deriving gross income of that 
shareholder for that income year (except to the 
extent that the net loss of the company includes an 
attributed foreign loss or a foreign investment fund 
loss, in either of which cases the shareholder's 
amount of attributed loss shall be treated for the 
purposes of this Act as if it were attributed foreign 
loss or foreign investment fund loss, as the case may 
be, of the shareholder); and 

"(c) The company shall not be entided to carry that net loss 
forward in accordance with any of sections lE 1, 
lE 3, lE 4, and IF 1 to any income year succeeding 
that income year, but without prejudice to any right 
of the company under this Act to carry forward any 
other net loss. 
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"(2) Where, in respect of any company, any shareholder in 
that company, and any income year,-

"(a) Either the company, the shareholder, or both have a 
non-standard balance date for that income year; 
and 

"(b) The company has a later balance date for the income 
year than the shareholder; and 

"(c) By reason of the difference in balance dates it is not 
practicable for the shareholder to ascertain, within 
the time allowed in accordance with section 37 of 
the Tax Administration Act 1994 for the furnishing 
of the shareholder's return of income for that 
income year, the amount of any net loss of the 
company attributable to the shareholder under this 
section in respect of that income year; and 

"(d) The shareholder elects that this subsection shall apply 
by applying accordingly the provisions of this 
Act,-

the amount of any net loss of the company so attributable to 
the shareholder in respect of that income year shall, 
notwithstanding section 38 of the Tax Administration Act 
1994, be treated for the purposes of this Act as if it were 
incurred by the shareholder on the first day of the 
immediately succeeding income year of the shareholder. 

"(3) Notwithstanding subsections (1) and (2), where and to 
the extent that, in relation to any loss attributing qualifying 
company and any income year of that company,-

"(a) Any shareholder has a part of that company's net loss 
attributed to that shareholder in accordance with 
subsections (1) and (2); and 

"(b) That company's net loss results in a reduction in the 
aggregate value of shares in that c~~hany; and 

"(c) That shareholder suffers no, or substan' y no, part of 
such reduction, due to any factor or factors, 
including any right of the shareholder or any other 
person to sell any thing, or any right of any other 
person to require that shareholder or any other 
person to sell any thing,-

the shareholder shall, for the purposes of this Act in respect of 
that income year, be deemed to have no part of that 
company's net loss attributed to that shareholder in 
accordance with this section. 

"(4) Where the attribution of any amount of a company's 
net loss is denied to a shareholder under subsection (3), that 
amount-
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"(a) Shall not be attributed to any other shareholder; and 
"(b) May not be carried forward by the company under any 

of sections lE 1, lE 3, lE 4, and IF I.". 

1:15. Attributed foreign losses and foreign investment 
fund losses-(I) Section HG 17 (IXa) and (b) are replaced by: 

"(a) The amount of any attributed foreign loss and any 
foreign investment fund loss of the company for the 
income r.ear shall not be included within any net 
loss attnbuted to and deemed to be incurred by 
shareholders under section HG 16 (1)(a) and (b); and 

"(b) The company may carry that amount of attributed 
foreign loss or foreign investment fund loss forward 
to a succeeding income year su~ect to and in 
accordance with section lE 3 or section lE 4.". 

(2) Section HG 17 (4)(a) and (b) are replaced by: 
"(a) Has been carried forward under section lE 3 or 

section lE 4 to the income year in which the 
revocation takes effect; and 

"(b) Arose for the company in an earlier income year.". 

1:16. Interpretation-(I) In section HH 1 (6), the portion 
before paragraph (a) is replaced by: 

"(6) For the purposes of this section and the trust rules, no 
trust shall be a charitable trust in relation to any income year 
if, in that income rear, a business is carried on by or on behalf 
of the trustees 0 that trust and, in the carrying on of that 
business, any benefit or advantage, whether or not in money 
or money's worth, or any gross income of any of the kinds 
referred to in section CC 1, Subpart CD, and sections CE 1, 
CE 3, CF 1, CC 1, CH lA, FF 3, and FF 4 is able to be afforded 
to, or received, gained, achieved, or derived by any person-". 

(2) Section HH 1 (6)(g) and (h) are replaced by: 
"(g) Gross income shall be deemed not to be derived by any 

person of any of the classes referred to in 
para~phs (a) to (d) in any case where the income 
conslStS of interest on money lent that, in the 
opinion of the Commissioner, is payable at not 
more than current commercial rates, having regard 
to the nature and term of the loan; 

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

(3) Section HH 1 (7) is replaced by: 
"(7) For the purposes of this section and the trust rules, 

where any property of the kinds described in paragraphs (a) 
to (d) of the definition of 'corpus' is settled on a trust, the 
property shall, unless this Act otherwise requires, be deemed 
to De gross income derived by a trustee of that trust in the 
income year in which it was settled on that trust.". 

277. Trusts settled by persons before becoming 
resident-(I) Section HH 2 (1) is replaced by: 

"HH 2. (1) Where any settlor of a trust (being a natural 
person) becomes resident in New Zealand and had a 
distribution been made from that trust on the day immediately 
preceding the day on which the settlor became resident in 
New Zealand that trust would have been in relation to that 
distribution a foreign trust, any settlor, trustee, or beneficiary 
of the trust may, within 12 months of the day on which the 
settlor first became resident in New Zealand, elect under 
section HH 4 (7) to satisfy the income tax liability in respect of 
the taxable income of the trustee of the trust.". 

(2) In section HH 2 (4), the portion before paragraph (a) is 
replaced by: 

"(4) For the purposes of subsections (2) and (3), the income, 
capital profits, or capital gains derived in the part of the 
income year before the election to pay tax was made or before 
the election expiry date, as the case may be, shall be calculated 
at the option of any trustee, settlor, or beneficiary of the trust 
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who is required to satisfy the income tax liability in respect of 
the taxabfe income of the trustee of the trust as_". 

278. Gross income assessable to beneficiaries-Section 
ffif 3 is replaced by: 

"lllI 3. (1) The gross income of any person in any income 
year includes any beneficiary income and any taxable 
distribution derived other than from a non-qualifyirig trust by 
that person in that income year. 

"(2) Where any beneficiary derives in any income year, 
beneficiary income or a taxable distribution, the trustee shall 
in respect of that beneficiary income or taxable distribution be 
required to satisfy the income tax liability of the beneficiary as 
agent of the beneficiary. 

"(3) Notwithstanding any other provision of this Act, where 
any person resident in New Zealand ceases to be resident in 
New Zealand and, within a period of not more than 5 years 
from the day upon which that person ceased to be resident, 
that person a~ becomes resident in New Zealand, for the 
purposes of this section that person shall be deemed to derive, 
on the day on which that person again becomes resident in 
New Zealand, any amount which would have been gross 
income of the person, if the person had during that period 
remained in New Zealand, as beneficiary income trom a 
foreign trust or a non-qualifying trust or taxable distributions 
derived by that person during the period commencing with the 
day on which that person ceased to be resident in New Zealand 
and ending on the day on which that person again became 
resident in New Zealand: 

Provided that this subsection shall not apply to beneficiary 
income or taxable distributions derived by that person prior to 
16 December 1988 (being the date upon which the Income 
Tax Amendment Act (No. 5) 1988 received the Royal assent). 

"(4) Where any person derives in any income year any 
taxable distribution from a trust which is, in relation to that 
distribution, a non-qualifying trust, that taxable distribution 
shall not be included in the gross income of the person and the 
person shall be liable for tax by way of an Income tax in 
respect of that taxable distribution at the rate specified in 
Schedule 1: 

Provided that where in that income year the person has any 
net loss or net loss carried forward to which relief would be 
given under section lE 1 or section IF 1, that person shall be 
entitled to subtract from that taxable distribuuon, an amount 
calculated in accordance with the following formula: 
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"a is such part of the net loss or net loss carried forward as 
the person claims shall be taken into account by virtue of 
this proviso; and 

"b is the minimum rate specified in Schedule 1 for income 
tax on taxable income of trustees of trusts expressed as a 
decimal; and 

"c is the rate specified in Schedule 1 first mentioned in this 
subsection expressed as a decimal,-

and to the extent to which any net loss or net loss carried 
forward is taken into account by virtue of this proviso, the loss 
may not be offset by the person against the person's net 
income or cani.ed forward by the person. 

"(5) Distributions (not being beneficiary income) derived by 
any beneficiary in that beneficiary's capacity as beneficiary in 
any income year from any trust that is in relation to that 
distribution a qualifying trust shall not be gross income of the 
beneficiary . 

"(6) This section does not apply to a Maori authority or a 
Maori to whom Part HI applies.". 

279. Trustee income-Section HH 4 is replaced by: 
"I-lli 4. (1) Subject to this section and sections CL 2 and DI 3, 

a trustee is required to satisfy the income tax liability in 
respect of the taxable income of the trustee as if the trustee 
were an individual beneficially entided to the trustee income. 

"(2) A trustee is not entided-
"(a) To anr rebate of income tax or to any deduction by way 

o special exemption; or 
"(b) To be a cash basis holder under section EH 3 (otherwise 

than to the extent specified in subsection (8) of that 
section in relation to the estate of a deceased 
person). 

"(3) Subject to subsection (7) and section HH 2, if a trustee 
who is not resident in New Zealand derives in an income year 
any amount from outside New Zealand that would be gross 
income if derived by a resident of New Zealand, that amount is 
~eemed to be gross income of the trustee if at any time in the 
lDcome year-

"(a) Any settlor of the trust is resident in New Zealand; or 
"(b) The trust is a superannuation fund; or 
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"(c) Any trustee of the trust was resident in New Zealand 
and the trust is a testamentary trust or an inter vivos 
trust where any setdor of the trust died resident in 
New Zealand, whether in that income year or 
otherwise. 

"(3A) In calculating the taxable income of a trustee to whom 
subsection (3) applies, and for no other purpose, the trustee is 
deemed not to be a non-resident for the purposes of 
section BD 1 (2Xc) and is deemed to be resident in New 
Zealand for the purposes of sections EH 9 (e), Le 1 and MF 11, 
the FIF rules, and the international tax rules. 

"(3B) If a trustee resident in New Zealand derives in an 
income year any foreign sourced amount that amount is 
deemed not to be gross income if no setdor of the trust is 
resident in New Zealand at any time during the income year 
and that trust is neither-

"(a) A superannuation fund; nor 
"(b) A testamentary trust or an inter vivos trust where any 

setdor of the trust died resident in New Zealand, 
whether in that income year or otherwise. 

"(4) Subject to subsection (5), where, in relation to any trust 
(not being a charitable trust) and any income year, a trustee of 
the trust derives trustee income, and a setdement was made to 
or for the benefit of the trust or on the terms of the trust by 
any person after 17 December 1987 (whether or not that 
person or any other person may have also made a setdement 
on the terms of that trust on or before 17 December 1987), 
any setdor of the trust who is resident in New Zealand at any 
time during that income year shall be liable as agent of the 
trustee for any income tax payable by the trustee (other than 
income tax payable by the trustee in the trustee's capacity as 
agent) and, if there is more than one such setdor, those setdors 
shall, in respect of that income tax payable, be joindy and 
severally so liable. 

"(5) Subsection (4) shall not apply to-
"(a) Any setdor of a trust in any income year where at all 

times during that income year (or, where a 
setdement is first made to or for the benefit of that 
trust or on the terms of that trust during that 
income year, at all times from the day of that 
setdement until the end of that income year) a 
trustee of that trust is resident in New Zealand; or 

"(b) Any setdor of a superannuation fund; or 
"(c) Any setdor of a trust (being a natural person) who was at 

the time of any setdement by that setdor on the 
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trust not resident in New Zealand and who had not 
at the time of any settlement previously (at any 
time after 17 December 1987) been resident in New 
Zealand, unless the settlor elects to satisfy the 
income tax liability in respect of the taxable income 
of the trustee under subsection (7); or 

"(d) Any settlor of a trust to the extent to which that settlor 
can establish to the satisfaction of the 
Commissioner by making full disclosure of all 
relevant facts that the lliibility of that settlor to 
satisfy the income tax liability of the trustee 
exceeds the liability which that settlor should bear 
by comparison to other persons who have made a 
settlement to or for the benefit of the trust or on 
the terms of that trust having regard to the 
respective settlements made by that settlor and 
those other persons; or 

"(e) Any settlor of a trust to the extent to which the trustee 
income is derived by virtue of the application of the 
qualified accruals rules to any amounts remitted by 
the settlor under any financial arrangement where 
section EH 4 applies: 

Provided that paragraFh (d) shall not apply in determining 
the nature and extent 0 the obligations of the trustee of the 
trust and whether those obligations have been satisfied for the 
purposes of the definition of 'qualifying trust' and the 
application of that definition. 

"(6) Where in any income r,ear an amount would be gross 
income under subsection (3) if not for the application of this 
subsection, and-

"(a) Either-
"(i) No settlement was made to or for the benefit 

of the trust or on the terms of the trust after 
17 December 1987 and, where any election has 
been made under section HZ 2 to pay income tax 
on trustee income, that election has not been made 
by the trustee; or 

"(ii) The only settlements made to or for the 
benefit of the trust or on the terms of the trust have 
been made by settlors who, at the time of the 
settlement, were not resident in New Zealand nor 
had previously (at any time after 17 December 
1987) been resident in New Zealand and, where an 
election has been made under section HZ 2 to pay 
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income tax on trustee income, that election has not 
been made by the trustee; and 

"(b) The trustee is at all times during that income year 
resident outside New Zealand,-

the amount shall not be gross income under subsection (3): 
Provided that this subsection shall not affect the income tax 

liability of any setdor of a trust under sections HH 1 and HH 2 
and the trust rules: 

Provided also that for th~ p~ose of determining whether a 
trust is or remains a quaIitying trust or is deemed to be a 
qualifying trust, and for the p~se of the application of the 
definition of 'qualifying trust', this subsection shall not apply in 
determining whether the trustee's obligations in relation to 
that liability have been satisfied. 

"(7) In relation to any trust and any income year, any 
trustee, setdor, or beneficiary of a trust may furnish to the 
Commissioner within the prescribed period for furnishing an 
annual return of income for that income year, or within such 
other period as may be specified in section HH 2, an election 
to satisfy the income tax liability of the trustee for that income 
year or from the date of the election and, if an election is so 
made, the trustee, setdor or beneficiary shall be liable for any 
income tax payable by the trustee (other than income tax 
payable in the trustee s capacity as agent) and that election 
shall apply in respect of that income year or from the date of 
the election, and in respect of all succeeding income years. 

"(8) This section does not apply to a Maori authority or a 
Maori to whom Part HI applies.". 

280. Existing trusts becoming subject to tax-Section 
HH 5 is replaced by: 

"HH 5. Where, in relation to any trust and any income year, 
amounts derived by the trustee of that trust on or after any 
date in that income year are trustee income, but would not 
have been trustee income had they been derived immediately 
before that date (other than only as non-resident withholding 
income),-

"(a) The cost for the purposes of this Act at that date of the 
premises, plant, machinery, equipment, and trading 
stock of that trust shall be deemed to be, at the 
option of any person who is liable for any income 
tax payable by the trustee,-

"(i) The historical cost of the asset, less 
accumulated depreciation (if any), or other value at 
that date used for the purposes of income tax 
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calculations in any country or territory in which 
there has been a liability to income tax in respect of 
the tIUStee income of the trust (being a value not 
higher than the market value at that date); or 

"(ii) The value which would be used for the 
purposes of this Act at that date calculated as if the 
trustee income of that trust had at all times been 
gross income under this Act (other than only as non
resident withholding income): 

"(b) The acquisition price for the purposes of this Act of any 
financial arrangement at that date shall be, at the 
option of any person who is liable for any income 
tax payable by the trustee,-

"(i) The market value of the financial 
arrangement at that date; or 

"(ii) The adjusted base price, being in the case of 
the issuer of a financial arrangement, the 
acquisition price of that financial arrangement 
together with all deemed expenditure incurred by 
the issuer, less consideration paid by the issuer in 
relation to that financial arrangement prior to that 
date, and in the case of the holder of a financial 
arrangement, the acquisition price of that financial 
arrangement together with all deemed gross 
income derived by the holder, less consideration 
received by the holder in respect of that financial 
arrangement prior to that date.". 

281. Gross income received by trustee after death of 
deceased person-Section Illi 8 is replaced by: 

"llli 8. Any amount received in any income year by the 
tIUStee of the estate of a deceased person shall be deemed to 
be gross income derived by the tIUStee in that year if it does 
not represent gross income derived by the deceased person 
during that person's lifetime, but would have been included in 
0at perso~'s gr~ss income if that person had been alive when 
It was receIved.' . 

282. Distributions and income of Maori authorities
Section HI 1 (2) and (3) are replaced by: 

"(2) Any amount distributed by a Maori authority to a Maori 
shall be deemed to be distributed out of income except to the 
extent to which the Comrriissioner determines that the amount 
does not represent income derived by the Maori authority: 
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Provided that, where the distribution is made in the course 
of the winding up or liquidation or tennination of a trust or 
authority, the amount distributed shall be deemed to be 
distributed out of income to the extent only to which the 
Commissioner determines that the amount represents either 
income derived in the year in which the distribution is made or 
income derived in a previous year which has not been taken 
into account in the calculation of taxable income of the Maori 
authority. 

"( 3) For the purposes of this Act, the gross income derived 
by a Maori authority that is a Maori incorporation shall be 
deemed to be derived in trust for its shareholders.". 

288. Maori authorities and Maori-Section HI 2 is 
repealed. 

284. Tax in respect of Maori authorities with more 
than 20 beneficiaries-Section HI 3 is replaced by: 

"HI 3. (1) This section shall apply where gross income is 
derived or held by a Maori authority in respect of any trust or 
authority during any income year in trust for or on behalf of or 
for the benefit of any number of Maori exceeding 20 at the 
end of the year. 

"(2) Any amount distributed by the Maori authority to any 
Maori during any income year out of income shall be deemed 
to be dividends derived by the Maori in that income year 
(whether it was derived by the Maori authority in that year or 
any previous year). 

"(3) A Maori authority is in any income year allowed a 
deduction in respect of all amounts (if any) distributed by the 
~aori authority to any Maori in that income year out of 
mcome. 

"(4) Where the amount distributed by the Maori authority to 
any Maori during any income year out of income exceeds the 
amount that would be the net income of the Maori authority 
for that year in the absence of this section, the amount of the 
excess may be allowed as a deduction to the Maori authority 
for any of the 4 immediately preceding income years and the 
income tax liability of the Maori authority shall be assessed or 
reassessed accordingly.". 

285. Tax in respect of Maori authorities with 20 or 
fewer beneficiaries-Section HI 4 is replaced by: 

"HI 4. (1) Where gross income is derived by a Maori 
authority in respect of any trust or authority during any 
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income year in trust for or on behalf of any number of Maori 
not exceeding 20 at the end of the year, this section shall apply 
with respect to income tax. 

"(2) The amount that would be the net income or net loss of 
the Maori authority if the sources of the gross income referred 
to in subclause (1) were its only sources of gross income shall 
be included in the calculation of taxable income of the Maori 
authority as trustee for the Maori and also included in the 
calculation of the taxable income of each Maori according to 
that Maori's interest in the trust or authority as beneficIary 
income and section IDi 3 shall apply accordingly. The Maori 
authority shall in respect of that Income be deemed to be the 
agent of each Maori, and each Maori as principal as well as the 
Maori authority as that Maori's agent shall be assessable and 
liable for income tax in respect of his or her interest in that 
income accordingly, and all the provisions of this Act and of 
the Tax Administration Act 1994 as to agents shall, so far as 
applicable, apply accordingly.". 

286. Adjustments where section HI 3 or section HI 4, 
ceases to apply by reason of change in number of 
beneficiaries-Section HI 5 is replaced oy: 

"HI 5. Where during any income year the number of Maori 
having a beneficial interest in the income of a Maori authority 
in respect of any trust or authority-

"(a) Decreases so that at the end of the year section HI 3 
does not apply; or 

"(b) Increases so that at the end of the year section HI 4 
does not apply,-

the Commissioner may make such adjustments in the 
assessments of income tax as the Commissioner considers just 
and reasonable, having regard to all relevant circumstances.". 

287. Agent to make returns and be assessed as 
principal-Section HK 1 is replaced by: 

"HK 1. Any person who is an agent for a principal shall, in 
the person's capacity as agent for that principal, be deemed to 
be a separate taxpayer with respect to the income in respect of 
which the person is an agent and shall make returns and be 
assessable accordingly, save that the agent shall be entided to 
no special exemption or rebate other than such exemption or 
rebate (if any) as the agent's principal may be entided to.". 

288. Rate and amount of tax payable by agent-Section 
HK 2 is replaced by: 
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"HK 2. Except where otherwise expressly provided by this 
Act, the rate of tax for which an agent shall be so assessed and 
liable shall be detennined by reference to the taxable income 
of the principal, but it shall be charged and payable in the 
same proportion as the income subject to section HK 1 bears 
to the taxable income of the principal.". 

289. Agents to be personally liable for payment of 
tax-Section HK 7 is replaced by: 

"HK 7. (1) Every person who is an agent shall be personally 
liable for the income tax liability of the person in respect of the 
person's taxable income as agent. 

"(2) When the Commissioner is satisfied that an agent has 
no money of the agent's principal with which the agent can 
pay the tax, and that the agent has not paid away any such 
money after notice of the assessment of the tax, and that 
immediate enforcement of payment by the agent would be a 
cause of hardship, the Commissioner may set a new due date 
for payment of the tax assessed as payable in the notice of 
assessment." . 

290. Company deemed agent of debenture holders
Section HK 12 is replaced by: 

"HK 12. Save as otherwise provided in sections FC 1 and 
HK 13, every company which has issued debentures, whether 
charged on the property of the company or not, shall for the 
purposes of this Act and the Tax Admiriistration Act 1994 be 
the agent of all debenture holders, whether absentees or not, 
in respect of all gross income derived by them from those 
debentures, and shall make returns and be assessable and 
liable for income tax accordingly.". 

291. Modification of agency provisions in respect of 
gross income from company debentures-Section HK 13 
IS replaced by: 

"HI{ 13. (1) The duty to act as the agents of debenture 
holders imposed on companies by section HK 12 shall not 
apply with respect to debentures issued to any person resident 
in New Zealand if the comF.Y that has issued the debentures 
has supplied to the ComIDlSsioner, before it has been assessed 
in any year for the income tax liability in respect of taxable 
income calculated taking into accOlmt the gross income 
derived from those debentures, a certified list specifying the 
numbers of the debentures or other particulars sufficient to 
identify them, the names, addresses, and descriptions of the 
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persons to whom the debentures have been issued, the interest 
derived or derivable from the debentures, and such other 
particulars as may be prescribed. 

"(2) Where any such list is supplied the person named in it as 
the holder of any debentures shall be personally responsible 
for the making of returns, and shall be assessable and liable for 
income tax. (though not to the exclusion of any other person) 
accordin&ly, unless and until that person satisfies the 
CommissIoner, before that person has been assessed for 
income tax. in any year, that person has transferred or assigned 
the debentures, and has given notice to the Commissioner in 
the prescribed form of the name, address, and description of 
the transferee or assignee. 

"(3) Every person being the transferee or assignee of any 
debentures shall in like manner remain personally liable in 
respect of them (though not to the exclusion of any other 
person) unless and until the person has given notice to the 
Commissioner in the prescribed form of the transfer or 
assignment of the debentures. 

"(4) Anr tax. paid by the former holder of any debentures in 
respect 0 the taxable income calculated taking into account 
gross income derived from the debentures by a subsequent 
holder shall be deemed to be paid on behalf of that subsequent 
holder so far as it does not exceed the income tax. liability 
which the subsequent holder might personally have had in 
respect of those debentures, and may be recovered by the 
former holder from the subsequent holder accordingly.' . 

292. Rents, royalties, or interest derived by Maori 
Trustee and not distributed-Section HK 14 is replaced by: 

"HK 14. If and so far as amounts of rents, royalties, or 
interest derived by the Maori Trustee in the Maori Trustee's 
capacity as collecting and distribution agent for such amounts 
are not also beneficiary income, the Maori Trustee shall be 
assessable and liable for income tax. in respect of taxable 
income calculated after taking into account those amounts as 
gross income as if the Maori Trustee were beneficially entided 
to the amounts, except that the Maori Trustee shall not be 
entided to any rebate of income tax. under any of sections 
KC 1 to KC 4 or to any deduction by way of special 
exemption." . 

293. Recovery of tax payable in respect of alimony or 
maintenance-Section HK 15 is repealed. 



1812 Taxation (Core Pruvisions) 1996, No. 67 

294. Liability of agent of absentee principal for returns 
and tax-Section HK 16 is replaced by: 

"HK 16. Every person who in New Zealand carries on any 
business for and on behalf of a principal who is an absentee 
shall for the purposes of this Act and the Tax Administration 
Act 1994 be the agent of that principal in respect of all gross 
income derived oy the prinClpal through the business so 
carried on in New Zealand by means of that agent, and the 
agent shall make returns and be assessable and liable for 
income tax in respect of taxable income calculated after taking 
into account that gross income accordingly, whether the gross 
income comes to the hands of the agent or not.". 

295. Partner of absentee deemed agent-Section HK 17 
is replaced by: 

"HK 1 7. Every person who in New Zealand carries on 
business in partnership with an absentee shall for the purposes 
of this Act and the Tax Administration Act 1994 be the agent 
of that absentee in respect of the absentee's share of the 
amount that would be gross income of the business if the 
business were a person resident in New Zealand, and shall 
make returns and be assessable and liable for income tax 
accordingly." . 

296. Person having disposal of income deemed 
agent-Section HK 20 IS replaced by: 

"HK 20. Every person who in New Zealand has the receipt, 
control, or disposcil of any gross income derived by a principal 
who is an absentee shall for the purposes of this Act and the 
Tax Administration Act 1994 be the agent of the principal in 
respect of that gross income, and shall make returns and be 
assessable and liable for income tax accordingly.". 

297. Company to be agent of absentee shareholders
Section HK 21 is replaced by: 

"HK 21. A New Zealand company shall be the agent of all 
absentee shareholders and of all absentee holders of 
debentures to which section FC 1 or section FC 2 applies, and 
the company shall treat as gross income of the company and 
make returns in respect of all dividends paid or credited by the 
company to any such shareholder or debenture holder while 
that shareholder or debenture holder is an absentee.". 

298. Trustee of group investment fund to be agent of 
absentee investors-Section HK 22 is replaced by: 
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"HK 22. The trustee of any group investment fund shall be 
the agent of every investor in the group investment fund, being 
an investor who IS an absentee, and shall treat as gx:oss income 
of the trustee and make returns in respect of all dividends paid 
or credited by the group investment fund to any such investor 
while that investor is an absentee.". 

299. Banking company to be agent of absentee 
depositors-Section HK 23 is replaced oy: 

"HK 23. Every banking company, and every other company, 
local or public authority, or other person, who in the course of 
business receives or holds money oy way of deposit and allows 
interest on the deposit shall, for the purposes of this Act and 
the Tax Administration Act 1994, be the agent of all 
depositors who are absentees, and shall treat as gross income 
of the person as agent and make returns in respect of any 
interest which is paid or credited to a depositor while the 
depositor is an absentee, if that interest exceeds $100 in any 

" year .. 

800. Liability as agent of employer of non-resident 
taxpayer and employer's agent-Section HK 24 (1) is 
replaced by: 

"HK 24. (1) The employer or the agent of the emfloyer of 
every non-resident taxpayer shall, for the purposes 0 this Act 
and the Tax AdministratIon Act 1994, be the agent of the non
resident taxpayer in respect of the salary, wages, or other 
emoluments received by the non-resident taxpayer, and shall 
make returns and be assessable and liable for income tax 
accordingly." . 

801. Agents in New Zealand of principals resident 
abroad-Section HK 26 (1) is replaced oy: 

"HK 26. (1) Subject to this section, when any person in New 
Zealand, on behalf of a principal who is resident in a country 
or territory outside New Zealand and is not resident in New 
Zealand, is instrumental in procuring the purchase from that 
principal of goods or merchandise which are in New Zealand 
or are to be Imported into New Zealand in pursuance of or in 
consequence of that purchase, whether the contract of 
purchase is made in New Zealand or elsewhere, the principal 
shall in respect of the sale by the principal of the goods or 
merchandise be deemed to be carrying on business in New 
Zealand through the agency of that person; and the income 
derived from that business shall be deemed to be derived from 
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New Zealand, in the same manner and to the same extent as if 
the contract had been made in New Zealand, and the agent 
shall make retwns and pay tax accordingly.". 

S02. Trust distributions-Section HZ 1 (b) is replaced by: 
"(b) That distribution shall not be gross income.". 

Amendments to Part I 
SOS. New Part substituted-Part I is replaced by: 

"PART I 
"TREATMENT OF NET LOSSES 

"SUBPART E-NET LOSSES 

"lE 1. Net losses may be offset against future net 
income-( 1) Subject always to the express provisions of this 
section and sectIon IF 1, this section and section IF 1 are 
intended-

"(a) To permit taxpayers to carry forward net losses that 
arise in one income year for offset against net 
income of the taxpayer in a later income year; but 

"(b) In the case of taxpayers who are companies, to limit the 
circumstances in which a net loss can be so carried 
forward and offset to those where the tax benefit 
arising from the offset is obtained (direcdy or 
indirecdy), at least to the extent of 49%, only by the 
same natural persons holding (direcdy or indirecdy) 
rights in relatIOn to the company who, by virtue of 
holding such rights, effectively bore the net loss. 

"(2) Any taxpayer who satisfies the Commissioner that the 
taxpayer has a net loss for any income year shall, subject to 
this section and section IF 1, be entided to claim that-

"(a) The net loss be carried forward to the income year 
immediately succeeding that income year and be 
offset a~t the net income for that immediately 
succeeding income year, so far as that net income 
extends; and 

"(b) So far as it cannot then be offset, the net loss be carried 
forward from that immediately succeeding income 
year to the next succeeding mcome year and be 
offset against the net income for that next 
succeedirig income year and so on. 

"(3) Where net losses for 2 or more income years are carried 
forward to an income year in accordance with the provisions 
of this section-
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"(a) The aggregate amount of those net losses that may be 
offset against net income for that year shall not 
exceed tne amount of that net income; and 

"(b) Those net losses shall be offset in the order in which 
they arose. 

"(4) Where and to the extent that-
"(a) A taxpayer has incurred any expenditure or loss which 

has been allowed as a deduction in an income year 
for which the taxpayer had a net loss; and 

"(b) The taxpayer did not during that income year make 
payment on account of the expenditure or loss but 
rather a debt remained outstanding; and 

"(c) The tax~yer is, in any subsequent income year,-
"(i) Discharged from liability in respect of that 

debt without fully adequate consideration in money 
or money's worth; or 

"(ii) Released from liability in respect of that debt 
by the operation of the Insolvency Act 1967 or the 
Comparues Act 1955 or the Companies Act 1993 or 
the laws of any country or territory other than New 
Zealand,-
or the debt has, in any subsequent income year, 
become irrecoverable or unenforceable by action 
thro~h lapse of time; and 

"(d) That discharge, release, irrecoverability, or 
unenforceaoility is neither-

"(i) Required to be taken into account by the 
tax~yer under the qualified accruals rules; nor 

, (ii) A dividend derived by the taxpayer within 
the meanins of section CF 2 (1 )(b) or (being a 
dividend which, if the transaction giving rise to the 
dividend had been effected with a shareholder of 
the relevant company, would have been a dividend 
within the meaning of section CF 2 (IXb)) within the 
meaning of section CF 2 (1 Xk); and 

"(e) The allowance as a deduction of the expenditure or loss 
in calculating the net loss has given rise to or would, 
but for this subsection, give rise to the relief 
afforded by this section,-

the relief afforded by this section shall be reduced by the 
amount discharged, released, or become irrecoverable or 
unenforceable, and-

"(f) For the p~ses of giving effect to this subsection, the 
CommlSsioner may at any time alter any 
assessment notwithstanding the time bar; and 
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"(g) Where and to the extent to which the relief afforded by 
this subsection has been reduced and the taxpayer 
pays an amount in respect of the debt preViously 
ilischarged, released, or become irrecoverable or 
unenforceable, the amount paid shall, to the extent 
that it does not exceed the reduction in relief, be 
allowed as a deduction to the taxpayer in the 
income year in which payment is made. 

"lE 2. Specified activity net losses-(1) Subject to this 
section, wnere in any income year any taxpayer, being an 
existing farmer, commences to conduct another specified 
activity that is different from the specified activity, or every 
one of the specified activities, by virtue of which the taxpayer 
is, immediately before that commencement, an existing 
farmer and the Commissioner is satisfied that that other 
specified activity is one that is usually conducted in association 
with and is complementary to the specified activity or any of 
the specified activities by virtue of which the taxpayer is, 
immediately before that commencement, an existing farmer, 
that other specified activity shall be deemed to be an activity 
related to the specified activity to which, the Commissioner is 
satisfied, it is complementary. 

"(2) Subject to this section, where in any income year any 
taxpayer, being an existing farmer, commences to conduct 
another specified activity that is different from the specified 
activity or every one of the specified activities by VIrtue of 
which the taxpayer is, immediately before that 
commencement, an existing farmer and that other specified 
activity is conducted on land that the taxpayer has owned, or 
has held under any lease, licence, or other agreement, 
throughout the period of 5 years ending on the date of that 
commencement, that other specified activity shall be deemed 
to be an activity related to (as the case may be)-

"(a) The specified activity by virtue of which the taxpayer is, 
immediately before that commencement, an 
existing farmer; or 

"(b) Such one of the specified activities by virtue of which 
the taxpayer is, immediately before that 
commencement, an existing farmer-

"(i) As the taxpayer elects by notice in writing 
(which notice shall be irrevocable) given to the 
Commissioner within the time within which the 
taxpayer is required to furnish a retum of the 
taxpayer's income for the income year in which the 
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taxpayer commenced to conduct that other 
specified activity, or within such further time as the 
Commissioner may allow in any case or class of 
cases; or 

"(ii) Where the taxpayer does not so elect, as the 
Commissioner determines. 

"(3) For the purposes of subsections (4) to (7), any specified 
activity that is a related activity shall be deemed to be part of 
the specified activity in relation to which it is a related activity. 

"(4) Subsection (6) shall not apply in respect of any specified 
activity net loss for any income year of any taxpayer, who is an 
existing farmer, in the conduct of any establiShed activity. 

"(5) Where, in relation to a taxpayer and to any income 
year, this section would have effect more favourably if the 
words 'not being crops (other than flowers) in respect of which 
the preparation of the land, and the planting and cultivation of 
the tree or plant, and the harvesting of the crop is 
accomplished within a period of 12 months' were omltted 
from paragraph (bXii) of the definition of 'specified activity', 
this section shall, in relation to the taxpayer and to the income 
year, apply as if those words were omitted. 

"(5A) Sections lE 1, IF 1 and IG 2 of this Act and section 92 
of the Tax Administration Act 1994 shall, subject to 
subsection (6), apply to any specified activity net loss carried 
forward from a preceding mcome year as if it were a net loss 
carried forward from a preceding mcome year. 

"(6) Where in any income year (referred to in this subsection 
as the 'year of offset') any taxpayer has carried forward from 
the preceding income year any specified activity net loss, the 
following provisions shall apply: 

"(a) The amount of that specified activity net loss which may 
be offset against the net income of the taxpayer or 
another taxpayer for the year of offset is the lesser 
of the amount of that specified activity net loss, 
and-

"(i) Where the offset is made against the net 
income of the taxpayer, the sum of the taxra},er's 
specified activity net income for the year 0 offset 
from the conduct of the same specified activity as 
gave rise to the specified activity net loss and 
$10,000: 

"(ii) Where the offset is made against the net 
income of another tax~yer, $10,000: 

"(b) In any case where the specified activity was conducted 
in any income year by 2 or more persons, the 
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preceding provisions of this subsection shall apply 
as if every reference in those provisions to a 
taxpayer and to the amount of a specified activity 
net loss of the taxpayer attributable to the conduct 
of the specified activity were a reference to each 
such person and to the amount of each such 
person's share of the amount of any joint specified 
activity net loss for that income year: 

"(c) Where in the year of offset a taxpayer has carried 
forward from the preceding mcome year any 
specified activity net losses to which this subsection 
applies and which arise from the conduct of 2 or 
more specified activities, the aggregate amount of 
those specified activity net losses that may be offset 
against the taxpayer s net income for the year of 
offset is the lesser of the sum of those specified 
activity net losses and the sum of-

"(i) The sum of the taxpayer's specified activity 
net income from each of those specified activities 
for the year of offset; and 

"(ii) $10,000: 
"(d) In any year of offset in which paragraph (c) applies, the 

taxpayer may elect, by notice in writing (which 
notlce shall be irrevocable) given to the 
Commissioner within the time within which the 
taxpayer is required to furnish a return of the 
taxpayer's income for the year of offset, or within 
such further time as the Commissioner may allow 
in any case or class of cases, that, of the aggregate 
of the amount of the losses referred to in 
paragraph (c), the amount that may be offset under 
that paragraph shall comprise such amount (if any) 
of each of those sJ?ecified activity net losses as the 
taxpayer specifies ID that notice. 

"(7) Notwithstanding anything in the preceding subsections 
of this section, in any case where in any income year any 
taxpayer-

"(a) Is engaged (on average in~es ct of the whole of the 
income year) pOOd y and personally in 
conducting any spe . ed activity (not being a 
specified activity within the meaning of 
paragraph (i) of the definition of 'specified activity') 
which, ID tfie opinion of the Commissioner, is the 
livelihood of the taxpayer or the taxpayer is in the 
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course of establishing as the taxpayer's livelihood; 
and 

"(b) Derives income from personal exertion, being income 
derived otherwise than from the conduct of that 
specified activity and being income which the 
taxpayer is compelled, by reason of circumstances 
that arise in the course of and as a result of the 
conduct of that specified activity, to derive; and 

"(c) Derives that income from personal exertion for the 
purposes of enabling the taxpayer to meet 
expenditure (whether or not the expenditure is 
required to meet losses suffered through any 
adverse event, happening, or cause) essential for the 
maintenance of the taxpayer and the taxpayer's 
dependants, or for the contInuance of that specified 
activity; and 

"(d) Would, in the opinion of the Commissioner, suffer 
hardship from the application of subsection (6),

the Commissioner may detenrune that an amount of specified 
activity net loss greater than that authorised in subsection (6) 
(being a specified activity net loss arising from the conduct of 
the specified activity) may, subject to section IF 1 (1), be offset 
against the taxpayer's net income in such income year or 
income years as the Commissioner specifies. 

"(8) In this section-
" 'Established activity' in relation to a taxpayer who is an 

existing farmer, means any specified activity or 
specified activities (not being a specified activity 
within the meaning of paragraph m of the definition 
of 'specified activity') that the taxpayer conducted on 
11 October 1982, where, in the opinion of the 
Commissioner, the conduct of the specified activity 
or the specified activities constituted the livelihood of 
the taxpayer and the taxpayer's sole or principal 
source of mcome: 

" 'Income from personal exertion' means income of any 
of the kinds referred to in sections CD 3 and CH lA; 
but does not include income from any business of 
renting, or lending money, or making financial 
investments: 

"'Related activity' in relation to a specified activity 
conducted by any taxpayer in any income year, 
means-

"(a) Any other specified activity conducted by the 
taxpayer in the income year that is of the same kind 
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as that specified activity, whether or not conducted 
on the same land as that on which that specified 
activity is conducted: 

"(b) Any other specified activity conducted by the 
taxpayer ID the income year which is deemed, under 
subsection (1) or (2), to be an activity related to that 
specified activity: 

" 'Specified activity net income' means, in respect of a 
specified activity conducted by a taxpayer in an 
income year, the result of subtracting from the sum 
of the gross income of the taxpayer allocated to that 
activity and that income year the sum of the 
allowable deductions of the taxpar,er allocated to 
that activity and that income year, if that result is a 
positive amount: 

"'Specified activity net loss' means, in respect of a 
specified activity conducted by a taxfa yer in an 
income year preceding, in the case 0 an activity 
referred to in paragraphs (a) to (i) of the definition of 
'specified activity', the 1986-87 income year, and in 
the case of an activity referred to in paragraph (i) of 
that definition, the 1990-91 income year, a loss trom 
that specified activity referred to in section 188A of 
the Income Tax Act 1976. 

"lE 3. Attributed foreiW1 net losses-( 1) Subject to this 
section, section lE 1 of this Act and section 92 of the Tax 
Administration Act 1994 apply to any attributed foreign net 
loss as if it were a net loss. 

"(2) If a person has carried forward to an income year an 
attributed foreign net loss, the maximum amount of that loss 
that the person may offset against the person's net income for 
that income year is an amount equal to the total of-

"(a) Any attributed foreign income of the taxpayer for that 
income year in respect of-

"(i) The controlled foreign company in respect of 
which the loss arose, where that company remains 
resident in the relevant country; and 

"(ii) Any other controlled foreign company 
resident in the relevant country; and 

"(b) Any foreign investment fund income calculated under 
the branch equivalent method, of the taxpayer 
derived in that income year in respect of any 
foreign investment fund resident in the relevant 
country. 
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"(3) A person may only take an amount of attributed foreign 
income or an amount of foreign investment fund income into 
account under subsection (2) to the extent that the person has 
not taken the amount into account-

"(a) In determining the person's entidement to a deduction 
under section DP 1 or DP 3; or 

"(b) In any other calculation under subsection (2) of this 
section in respect of any other attributed foreign 
net loss; or 

"(c) In determining the person's entidement to offset under 
sections IG 2 and IG 4. 

"(4) If in an income year-
"(a) A person has an attributed foreign net loss in relation to 

an income interest in a controlled foreign company; 
and 

"(b) By virtue of section 38 of the Income Tax Amendment 
Act (No. 2) 1993 the income interest becomes an 
interest of the person in a foreign investment 
fund,-

with effect from that income year, the attributed foreign net 
loss shall be treated as a foreign investment fund net loss of the 
person (as if the controlled foreign company were the relevant 
fund) not calculated under the branch equivalent method, 
except where the person calculates the person's foreign 
investment fund income or loss under the branch equivalent 
method with respect to the interest and the period 
commencing with the date upon which the income interest 
becomes an interest in a foreign investment fund. 

"(5) If a person is unable to offset an)" part of the maximum 
amount calculated under subsection (2) for an income year 
against net income for the year because there is insufficient net 
income, the excess shall be treated as if it were a net loss for 
the income year determined under section BC 6 and will cease 
to be part of the attributed foreign net loss available to the 
person. 

"lE 4. Foreign investment fund net losses-(I) Subject to 
this section, section lE 1 of this Act and section 92 of the Tax 
Administration Act 1994 apply to any foreign investment fund 
net loss as if it were a net loss. 

"(2) If a person has carried forward to an income year a 
foreign investment fund net loss calculated under any 
calculation method other than the branch equivalent method, 
the maximum amount of that loss that the person may offset 
against the person's net income for that income year is an 
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amount equal to the total of foreign investment fund income 
calculated under any calculation method other than the 
?ranch equivalent method derived by that person in that 
Income year. 

"(3) A person may only take an amount of foreign 
investment fund income for an income year into account 
under subsection (2) to the extent that the amount is not taken 
into account-

"(a) In determining the person's entitlement to an allowable 
deduction under section DP 2; or 

"(b) In any other calculation under subsection (2) of this 
section in respect of any other foreign investment 
fund net loss; or 

"(c) In determining the person's entitlement to an offset 
under secuons IG 2 and IG 5. 

"(4) If a person has carried forward to an income year a 
foreign investment fund net loss in respect of an interest in a 
fund calculated under the branch equivalent method, the 
maximum amount of that loss that the person may offset 
against the person's net income for that income year is the 
amount that could be offset in respect of that loss under 
section lE 3 if-

"(a) The interest in the fund were an income interest in a 
controlled foreign company; and 

"(b) The foreign investment fund net loss were an attributed 
foreign net loss arising in respect of a branch 
equivalent loss; and 

"(c) References to the controlled foreign company were 
references to the fund. 

"(5) Notwithstanding any other provision of this section, 
where-

"(a) A person has carried forward to any income year a 
foreign investment fund net loss; and 

"(b) Section CG 15 (2)(d) applies in respect of the person and 
the income year,-

the person may offset the foreig? investment fund net loss 
against the person's net income for the income year, to the 
extent that the foreign investment fund net loss does not 
exceed the person's gross income in respect of interests that 
would be interests in a fund in the income year but for section 
CG 15 (2)(d). 

"(6) If a person is unable to offset any part of the maximum 
amount of a foreign investment fund net loss calculated under 
subsection (2) or (3) for an income year against net income for 
the year because there is insufficient net income, the excess 
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shall be treated as if it were a net loss for the year detennined 
under section BC 6 and will cease to be part of the foreign 
investment fund net loss available to the person. 

"SUBPART F -NET LoSSES-COMPANIES 

"IF 1. Net losses may be offset against future net 
income-( 1) Subject to the succeeding provisions of this 
section, no taxpayer being a company (in this subsection 
referred to as the 'loss com~y') may carry forward, in 
accordance with section lE 1 (2), the whole or any part of a net 
loss for any income year (in this subsection referred to as the 
'year of loss') to any later income year (in this subsection 
referred to as the 'year of carry forward'), unless there is a 
group of persons-

"(a) The aggregate of whose minimum voting interests in 
the loss company in the period from the beginning 
of the year of loss to the end of the year of carry 
forward (in this subsection referred to as the 
'continuity period') is equal to or greater than 49%; 
and 

"(b) In any case where at any time during the continuity 
period a market value circumstance exists in respect 
of the loss company, the aggregate of wnose 
minimum market value interests in the loss 
company in the continuity period is equal to or 
greater than 490/0,-

and, for the purposes of this subsection, the minimum voting 
interest or mmimum market value interest (as the case may he) 
of any person in the loss company in the continuity period 
shall be equal to the lowest voting interest or market value 
interest (as the case may be) in the loss company which that 
person has during the continuity period. 

"(2) Subsection (1) shall not apply to prevent any com~y 
from carrying forward, in accordance WIth section lE 1 (2), the 
whole or par!: of any net loss for any income year (in this 
subsection referred to as the 'year of loss') where and to the 
extent that the Commissioner is satisfied that-

"(a) Subsection (1) would not have applied to prevent carry 
forward if regard were had, for the purposes of 
applying that subsection (to the extent to which it 
requires regard to be had to the circumstances in 
the year of loss and without prejudice to the 
application of that subsection to the extent to which 
it requires regard to be had to later periods), to part 
only of the year of loss; and 
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"(b) Adequate accounts have been prepared and furnished 
to the Commissioner by the company relating to 
that part of that year of loss which detail sufficiently 
that part of the net loss for the year of loss which 
was reasonably and fairly attributable to that part 
of that year of loss,-

in which event that claim for carry forward shall be allowed in 
respect of that pan of the net loss for the year of loss as those 
accounts indicate was reasonably and fairly attributable to that 
part of that year of loss. 

"(3) Subsection (1) shall not apply to prevent any comFY 
from carrying forward, in accordance With section lE 1 (2), the 
whole or part of any net loss for any income year (in this 
subsection referred to as the 'year of loss') to any later income 
year where and to the extent that the Commissioner is 
satisfied that-

"(a) Subsection (1) would not have applied to prevent the 
carry forward if regard were had, for the purposes 
of applying such subsection (to the extent to which 
it requires regard to be had to the later income year 
and without prejudice to the application of such 
subsection to the extent to which It requires regard 
to be had to earlier periods), to part only of the later 
income year; and 

"(b) Adequate accounts have been prepared and furnished 
to the Commissioner by the company relating to 
that part of that later income year which detail 
suffiaently that part of the net income for the 
whole of the later income year which was 
reasonably and fairly attributable to that part of 
that later income year,-

in which event that claim for carry forward to the later income 
year shall be allowed in respect of the net loss for the year of 
loss to the extent to which It does not exceed that amount of 
net income as those accounts indicated was reasonably and 
fairly attributable to that part of that later income year. 

"(4) For the purposes of this section, where adequate 
accounts are required to be prepared and furnished to the 
Commissioner in respect of the net loss or net income of any 
company which is reasonably and fairly attributable to a 
periOd which is part only of an income year of that company, 
those accounts shall be prepared, to the extent to which 
reasonable and fair, by applymg the provisions of this Act to 
that period as if it were an income year. 
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"(5) Any taxpayer shall be entitled to claim to carry forward 
and offset agamst net income of the taxpayer in accordance 
with section lE 1 (2), any net loss of the taxpayer for any 
income year prior to the 1977 -7 8 income year if that taxpayer 
would have been entitled to claim to carry forward that net 
loss to that subsequent income year for the purpose of 
assessing income tax under section 137 of the Land and 
Income Tax Act 1954 if the Income Tax Act 1976 and this Act 
had not been passed. 

"(6) Where any taxpayer (being a company) claims, in 
accordance with section lE 1 (2), to carry forward the whole or 
part of a net loss incurred by it in the 1991-92 income year or 
any earlier year (in this subsection referred to as the 'pre-1993 
year of loss') to any later income year, the proVISions of 
subsection (1) shall not preclude such claim where-

"(a) The taxpayer woUld have been entitled to claim to carry 
forward the whole or part of the net loss to the later 
income year under section 188 of the Income Tax 
Act 1976, as that section applied before its repeal 
and replacement by section 22 of the Income Tax 
Amendment Act (No. 2) 1992, if that section 188 
had continued to apply-

"(i) As modified by section 188AA of the Income 
Tax Act 1976; and 

"(ii) As if the continuity percentage referred to in 
section 188 (7) of the Income Tax Act 1976 were 
always 40%,-
in respect of the later income year; and 

"(b) In respect of the period commencing on the first day of 
the 1992-93 income year and ending with the last 
day of that later income year (referred to in this 
subsection as the 'relevant period'), there is a group 
of~rsons-

(i) The aggregate of whose minimum voting 
interests in the taxpayer in the relevant period is 
equal to or greater than 49%; and 

"(ii) In any case where at any time during the 
relevant penod a market value circumstance exists 
in respect of the taxpayer, the awegate of whose 
minimum market value interests In the taxpayer in 
the relevant period is equal to or greater than 
49%,-
and, for the purposes of this paragraph, the 
minimum voting interest or minimum mark.et value 
interest (as the case may be) of any person in the 
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taXpayer in the relevant period shall be equal to the 
lo~est vo~ interest or naarket value interest (as 
the case may be) in the taxpayer ~hich that person 
has during the relevant period. 

"IF 2. Special provision in relation to net losses of 
companies for 1990-91 and 1991-92 income years
Where and to the extent that the Commissioner is satisfied 
that-

"(a) A company (in this section referred to as the 'loss 
company') has a net loss for the 1990-91 income 
year or the 1991-92 income year (the relevant 
Income year being referred to in this section as the 
'year of loss'); and 

"(b) Subsection ( 7 B) of section 188 of the Income Tax Act 
1976 (as inserted by section 7 of the Income Tax 
Amendment Act (No. 5) 1991 and in force before 
the repeal of section 188 by section 22 of the 
Income Tax Amendment Act (No. 2) 1992), ~ould 
not have applied to prevent the loss company from 
carrying fo~ard the ~hole or part of that net loss if 
regard ~ere had, for the purposes of that 
subsection (7B) (to the extent to ~liich it required 
regard to be had to that part of the period 
commencing ~th 8 pm Ne~ Zealand Standard 
Time on 30 July 1991 ~hich falls ~thin the year of 
loss (in this paragraph referred to as the 'relevant 
part of the year of loss'), and ~thout prejudice to 
the applicauon of that subsection (7B) to the extent 
to ~hich it required regard to be had to later 
~ods), to part only of the relevant part of the year 
of loss (that part of the relevant part of the year of 
loss being in this section referred to as the 'relevant 
continuity period'); and 

"(c) Adequate accounts have been prepared by the loss 
company and furnished to the Commissioner 
relatmg to the relevant continuity period which 
detail sufficiendy that part of the net loss for the 
whole of the year of loss ~hich ~as reasonably and 
fairly attributable to the relevant conttnuity 
period,-

that subsection (7B) shall not apply to prevent the loss 
company carrying fo~ard, in accordance Wlth section 188 (2) 
(as in force before its repeal by section 22 of the Income Tax 
Amendment Act (No. 2) 1992), that part of the net loss as 
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those accounts indicate was reasonably and fairly attributable 
to the relevant continuity period. 

"IF 3. Attributed foreign net losses-For the purpose of 
sections IF 1 and IG 2 an attributed foreign net loss or a 
forei~ investment fund net loss is deemed to arise on the last 
day of the income year in respect of which the loss is 
attributed. 

"IF 4. Losses, attributed foreign net losses, and foreign 
investment fund net losses of amalgamating company
If-

"(a) An amalgamating company ceases to exist on a 
quaJ.itying am3.lgamation; and 

"(b) The amalgamating company, in respect of an income 
year, Ilas a net loss, an attributed foreign net loss, or 
a foreign investment fund net loss; and 

"(c) The net loss, the attributed foreign net loss or the 
foreign investment fund net loss has not, under any 
of sections lE 1, IF 1, and IG 2, been offset against 
net income of the amalgamating company or any 
other company in any periOd prior to the 
amalgamation (including any part of the income 
year ID which the amalgamation takes place); and 

"(d) Under section IG 2, the net loss, the attributed foreign 
net loss or the foreign investment fund net loss 
could have been offset against net income (if there 
was sufficient such income) of the amalgamated 
company (unless it is a company incorporated only 
on tne amalgamation) and any company which has, 
at any time before or during the income year in 
respect of which the net loss, the attributed foreign 
net loss or the foreign investment fund net loss is 
offset under this section, amalgamated with the 
amalgamated company, that is attributable to that 
part of the income year of the relevant company 
which ends with the date of the amalgamation-

the net loss, the attributed foreign net loss or the foreign 
investment fund net loss (as the case may be) shall be 
attributed to the amalgamated company and may be offset 
against, under section lE 1 or IF 1, the net income of the 
amalgamated company in periods commencing on or after the 
amalgamation, but applying sections lE 1 and IF 1 (and any 
other provisions of tbis Act the application of which 15 

dependent upon the application of either of those provisions) 
as if, with respect to all times prior to the amalgamation, the 
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amalgamated company did not separately exist and was 
instead the amalgamatIng company with the same holders of 
shares and options over shares each holding the same number 
and class of shares and options over shares as they held at the 
time in the amalgamating company. 

"IF 5. Ordering of losses of amalgamated company
Where net losses, attributed foreign net losses, or foreign 
investment fund net losses of 2 or more amalgamating 
companies are allowed under section IF 4 to be offset against 
the net income for an income year of the amalgamated 
company, those net losses, attributed foreign net losses or 
foreIgn mvestment fund net losses shall-

"(a) If arising in 2 or more income years, be offset in the 
same order as they arose; and 

"(b) If arising in the same income year, be offset, so far as 
the net income extends,-

"(i) In the order elected by the amalgamated 
company by notice to the Commissioner in such 
form as the Commissioner may allow; or 

"(ii) If no such election is made, on a pro rata 
basis. 

"IF 6. Losses, attributed foreign net losses, and foreign 
investment fund net losses of amalgamated company
Where-

"(a) An amalgamated company, in respect of an income 
year prior to the year in which the amalgamation 
takes place, has a net loss, an attributed foreign net 
loss, or a foreign investment fund net loss; and 

"(b) The net loss, the attributed foreign net loss or the 
foreign investment fund net loss has not, under any 
of sections lE 1, IF 1, and IG 2, been offset against 
net income of the amalgamated company or any 
other company in any period prior to the 
amal~tion (including any part of the income 
year m which the amalgamation takes place),-

the amalgamated company shall lie entitled to carry forward 
the net foss, the attributed foreign net loss or the foreign 
investment fund net loss into the income year in which the 
amalgamation takes place or any subsequent income year only 
if-

"(c) The amalgamated company satisfies the relevant 
requirements of sections lE 1 and IF 1; and 

"(d) Under section IG 2, the net loss, the attributed foreign 
net loss or the foreign investment fund net loss 
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could have been offset against net income (if there 
was sufficient such income) attributable to that part 
of the income year of the relevant company which 
ends with the date of the amalgamation, by each 
amalgamating company. 

"IF 7. Offsetting supplementary dividend against net 
income-If in an income year a section LE 3 holding 
company derives a supplementary dividend, the maximum 
amount that the company may offset against its net income 
for that income year under section lE 1 or IG 2 is the amount 
calculated in accordance with the following formula: 

"where-

"NI _ NRC + CC + SOD 
T 

"NI is the net income of the company for the income year; 
and 

"NRC is the total amount of non-refundable credits that are 
available under Part L to be set off against the 
company's income tax liability for the year; and 

"CC is the total amount of convertible credits that are 
available under Part L to be set off against the 
company's income tax liability for the year; and 

"SOD is the total amount of supplementary dividends 
derived by the company in the income year; and 

"T is the applicable basic rate of income tax for the 
company for the income year. 

"SUBPART G-NET LOSSES-GROUPS OF COMPANIES 
"IG 1. Companies included in group of companies

(1) Subject always to the express provisions of this section and 
section IG 2, the provisions of this section and section IG 2 are 
intended to limit the circumstances in which a company that 
has a net loss for an income year, or that has a net loss able to 
be carried forward to that income year in accordance with 
section lE 1 or IF 1, may offset part or the whole of that net 
loss against the net income of another company to those 
circumstances where at all times during the income year in 
which the net loss arises and all succeeOing income rears (if 
any) up to and including the year in which the net loss IS offset, 
the company which has the net loss and the other company 
are, at least to the extent of 66%, commonly owned (whether 
or not always during that period by the same group of 
persons). 
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"(2) Fc;>r the purposes of this Act, in relation to any 2 or more 
compames-

"(a) Where at any time there is a group of persons-
"(i) The aggregate of whose common voting 

interests is eqUal to or greater than 66%; and 
"(ii) In any case where at that time a market 

value circumstance exists in respect of any of the 
companies, the aggregate of whose common 
market value interests is equal to or greater than 
66%,-
those companies shall be treated as a group of 
companies at that time; and 

"(b) Where, in relation to any income year or other period, 
there is at all times during that income year or 
other period a group of persons (whether or not 
always during that income year or other period the 
same group of persons)-

"(i) The aggregate of whose common voting 
interests is eqUal to or greater than 66%; and 

"(ii) In any case where at any relevant time a 
market value circumstance exists in respect of any 
of the companies, the aggregate of whose common 
market value interests IS eqUal to or greater than 
66%,-

those companies shall be treated as a group of companies for 
that income year or other period. 

"(3) For the purposes of this Act, references to any 2 or 
more companies being at any time or for any period a wholly
owned group of companies shall mean any 2 or more 
companies which woula be a group of companies at that time 
or for that period if-

"(a) The references in subsection (2) to 66% were instead 
references to 100%; or 

"(b) The companies would be a whollr,-owned group of 
companies under paragraph (a) if-

"(i) Any nominal shareholding held by any person 
solely for the purpose of complying with the 
re<J,uirements of company law were disregarded; or 

'(ii) The shares in any such company held by the 
trustee of, or held by employees or former 
employees of the company as a consequence of the 
operation of, any employee share purchase scheme 
were disregarded to the extent that the shares so 
held by the trustee or employees or former 
employees-
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"(A) Represent no more than 3% of the voting 
mterests in the company; and 

"(B) In any case where at that time or during that 
period a market value circumstance exists 
m respect of the company, represent no 
more than 3% of the market value 
interests in the company. 

"(4) Except as expressly provided in this Act, every company 
in a group of companies shall be assessable and liable for 
income tax in the same manner as if it were a company not 
included in a group of companies. 

"(5) For the purposes of this section, in relation to any 2 or 
more companies at any time,-

"(a) The 'common voting interest' of any person who has or 
is treated as havmg a voting interest in each of those 
companies at that time by virtue of section OD 3 is 
that percentage which is equal to-

"(i) The percentage voting interest of the person 
in each of the companies at that time, if those 
percentages are the same in the case of each 
company; or 

"(ii) The lowest of the percentage voting interests 
of the person in each of the companies at that time, 
if those percentages differ as between the 
companies; and 

"(b) The 'common market value interest' of any person who 
is treated as having a market value interest in each 
of those companies at that time by virtue of section 
OD 4 is that percentage which is equal to-

"(i) The percentage market value interest of the 
person in each of the companies at that time, if 
those percentages are the same in the case of each 
company; or 

"(ii) The lowest of the percentage market value 
interests of the person in each of the companies at 
that tim~, if those percentages differ as between the 
compames. 

"IG 2. Net loss offset between grouJ? companies
(1) For the purposes of this section continmty of ownership 
shall be treated as being maintained in respect of any company 
and any period where there is a group of persons-

"(a) The aggregate of whose minimum voting interests in 
the company is equal to or greater than 49%; and 
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"(b) In any case where at any time during the period a 
market value circumstance exists in respect of the 
company, the aggregate of whose minimum market 
value interests in the company is equal to or greater 
than 49%,-

and, for the p~ses of this paragraph, the minimum voting 
interest or the mmimum market value interest of any person in 
the company in the period shall be equal to the lowest voting 
interest or market value interest (as the case may be) in the 
company which that person has during the period. 

"(2) Subject to the succeeding subsections of this section, 
where in respect of any income year (in this subsection 
referred to as the 'year of offset')-

"(a) A company (in this subsection referred to as the 'loss 
company') has-

"(i) A net loss (not being a net loss which consists 
of a mining outgoing excess) for the year of offset; 
or 

"(ii) Carried forward under sections lE 1 and IF 1 
such a net loss of the loss company which arose in a 
preceding income year (in this subsection referred 
to as the 'preceding loss year') to the year of offset; 
and 

"(b) The loss company either-
"(i) Elects by notice in accordance with 

subsection (3) that the whole or part of the net loss 
be offset against the net income for the year of 
offset of another company; or 

"(ii) Receives a payment from another company 
under an agreement providing for the other 
company to bear or share in the net loss-
that other company being in this subsection 
referred to as the 'profit company'; and 

"(c) The profit company is in the same group of companies 
as the loss company for-

"(i) The year of offset of the loss company; and 
"(ii) In any case where the year of offset of the 

profit company ends on a date later than the last 
day of the year of offset of the loss company, the 
year of offset of the profit company; and 

"(iii) In the case of a net loss or part of a net loss 
of the loss company, for any preceding loss year 
that was the 1981-82 income year or any 
subsequent year, the preceding loss year of the loss 
company; and 
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"(iv) In the case of a net loss or part of a net loss 
of the loss company, for any preceding loss year 
that was the 1991-92 income year or any 
subsequent year, all income years of the loss 
company (if any) falling between the preceding loss 
year of the loss company and the year of offset of 
the loss company; and 

"(d) The loss company is at all times in-
"(i) The year of offset of the loss company; and 
"(ii) In the case of a net loss or part of a net loss of 

the loss company, for any preceding loss year,
"(A) The preceding loss year of the loss company; 

and 
"(B) In any case where the preceding loss year is 

the 1991-92 income year or a later 
income year, all income years of the loss 
company (if any) falling between the 
preceding loss year of the loss company 
and the year of offset of the loss 
company-

not a dual resident company and is at all times in 
those years either-

"(iii) Inco~rated in New Zealand; or 
"(iv) Carrying on business in New Zealand 

through a fIxed' establishment in New Zealand; and 
"(e) Continuity of ownership is maintained in respect of the 

loss company for-
"(i) The year of offset of the loss company; and 
"(ii) In any case where the year of offset of the 

profit company ends on a date later than the last 
day of the year of offset of the loss company, the 
year of offset of the profit company; and 

"(f) The amount so elected to be offset or payment so 
received does not exceed the amount that would, 
were that offset not allowed or that payment not 
made, be the taxable income (after offsetting any 
net loss which is available to the profit company 
under this section, or other than unaer this section) 
of the profit company for the year of offset; and 

"(g) In the case of any payment made by the profit 
com~y,-

"(i) The payment does not exceed the amount of 
the net loss; and 

"(ii) The payment is made not later than the 31 
March that, in relation to the loss company and the 
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year of offset, is the latest date to which the time 
for the furnishing of the return for that income year 
may be extended under section 37 (5) of the Tax 
Administration Act 1994, or is made within such 
further time as the Commissioner may allow; and 

"(ill) The payment would not (otherwise than 
under this subsection) be taken into account in 
calculating the taxable income of either the loss 
company or the profit company; and 

"(iv) The loss company gives notice of the 
payment to the Commissioner in accordance with 
subsection (3),-

the amount so elected to be offset or the payment (as the case 
may be) shall-

"(h) Be offset against net income of the profit company in 
the year of offset; and 

"(i) To the extent so offset, give rise to a reduction in the 
available net losses of the loss company (in the same 
order in which the losses arose); and 

"G) In the case of any payment made by the profit comF.DY, 
to the extent so offset, not be treated as a diVIdend 
paid by the J?rofit company to the loss company,

and any election made ID accordance with this subsectton shall 
be irrevocable. 

"(3) Every notice under subsection (2) shall be in writing and 
shall be given to the Commissioner not later than the 31 
March that, in relation to the loss company and the year of 
offset, is the latest date to which the time for the furnishing of 
the return of its income for the year of offset may be extended 
under section 37 (5) of the Tax Administration Act 1994 or 
within such further time as the Commissioner may allow. 

"(4) Notwithstanding subsection (2), where and to the extent 
that-

"(a) An offset under that subsection would not, but for the 
application of this subsection, be available to a 
company (in this subsection referred to as the 
'profit company') in an income year (in this 
subsection referred to as the 'year of offset') in 
respect of all or part of a net loss of another 
company (in this subsection referred to as the 'loss 
company') for that income year because the 
reqwrements of either or both of 
paragraphs (c)(i), (c)(ii), and (e) of subsection (2) are 
not met; and 
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"(b) An offset under the relevant subsection would be 
available if regard were had, for the purposes of 
applying subsections (2Xc) and (e) to a perioo (in this 
suosection referred to as the 'loss company 
commonality period') which is part only of the year 
of offset of the loss company; and 

"(c) Adequate accounts have been prepared by the loss 
company and furnished to the Commissioner which 
detail sufficiently that part of the net loss (in this 
subsection referred to as the 'part-year loss', and 
that net loss to be calculated after taking into 
account any amount that has been offset under this 
section against the net income of any company 
other than the profit company) as is reasonably and 
fairly attributable to the loss company commonality 
period; and 

"(d) Adequate accounts have been prepared by the profit 
company and furnished to tne Commissioner which 
detail sufficiently that part of the amount (in this 
subsection referred to as the 'part-year profit') that 
would be the profit company's taxable income if 
this subsection did not apply to that net loss for the 
whole of the year of offset of the profit company as 
is reasonably and fairly attributaole to-

"(i) In any case where the year of offset of the 
profit company is co-extensive with the year of 
offset of tbe loss company, the loss company 
commonality period (in this subsection in respect of 
that case referred to as the 'profit company 
commonality period'); and 

"(ii) In any other case, that part of the year of 
offset of the profit company (in this subsection in 
respect of that case referred to as the 'profit 
comFY commonality period')-

"(A) Which includes (but is not limited to) all or 
part of the loss company commonality 
period; and 

"(B) In which the profit company and the loss 
company are at all times members of the 
same group of companies; and 

"( C) In which continuity of ownership has been 
maintained in respect of the loss 
company,-

the loss com?any may, in any notice given to the 
Commissioner, ID accordance with subsection (3) in respect of 
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the net loss, the profit company, the loss company, and the 
year of offset, elect that regard shall be had in applying 
subsection (2) in respect of the net loss, the profit company, the 
loss company, and the year of offset only to the loss company 
commonality period, and, where that election is made, 
subsection (2) shall apply for the purposes of determining the 
amount able to be offset against the net income of the profit 
company in respect of the net loss and the year of offset as 
if-

"(e) The year of offset of the loss company were co-extensive 
with the loss company commonality period and the 
net loss of the loss company for that deemed year 
were equal to the part-year loss; and 

"(f) The year of offset of the profit company were co
extensive with the profit company commonality 
period and the taxable income of the profit 
company for that deemed year were equal to the 
part-year profit. 

"(5) Notwithstanding subsection (2), where and to the extent 
that-

"(a) An offset under that subsection would not, but for the 
application of this subsection, be available to a 
company (in this subsection referred to as the 
'profit company') in an income year (in this 
subsection referred to as the 'year of offset') in 
respect of all or part of a net loss of another 
company (in this subsection referred to as the 'loss 
company') for a preceding income year (in this 
subsection referred to as die 'preceding loss year') 
because the requirements of anyone or more of-

"(i) Paragraph (c)(i); or 
"(ii) Paragraph (c)(ii); or 
"(iii) In the case where the preceding loss year is 

the 1991-92 income year or a subsequent income 
year, paragraph (c)(iii); or 

"(iv) Paragraph (e)-
of subsection (2) are not met; and 

"(b) An offset under that subsection would be available if
"(i) In any case where paragraph (c)(i) or (c)(ii) or 

(e) of subsection (2) is not met,-
"(A) Regard were had for the. purposes of 

applying paragraphs (c)(i), (cXii), and (e) of 
subsection (2) to a period (in this 
subsection referred to as the 'loss 
company commonality period') which is 
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part only of the year of offset of the loss 
company; and 

"(B) Section IF 1 (3) were to apply as if the loss 
company had, in that part of the year of 
offset of the profit company which falls 
within the loss company commonalit}" 
period, net income equal to that part of 
the profit company's net income for the 
year of offset specified in paragraph (c); 
and 

"(ii) In anr case where paragrafh (cXiii) of 
subsection (2 is not met in respect 0 a preceding 
loss year being the 1991-92 income year or a 
subsequent income year, regard were had for the 
purposes of applying that paragraph (cXiii) to a 
penod (in this subsection referred to as the 
preceding year loss company commonality period') 

which is part only of the preceding loss year; and 
"(c) In any case where paragraph (cXi) or (cXii) or (e) of 

subsection (2) is not met, adequate accounts have 
been prepared by the profit company and furnished 
to the CommisSIoner which detail sufficiently that 
part of the amount that would, if this subsection did 
not apply to the net loss of the loss company, be the 
profit company's taxable income (in this subsection 
referred to as the 'part-year profit') for the whole of 
the year of offset of the profit company as is 
reasonably and fairly attributable to-

"(i) In any case where the year of offset of the 
profit company is co-extensive with the year of 
offset of the loss company, the loss company 
commonality period (in this subsection in respect of 
that case referred to as the 'profit company 
commonality period'); and 

"(ii) In any other case, that part of the year of 
offset of the profit company (in this subsection in 
respect of that case referred to as the 'profit 
company commonality period')-

"(A) Which includes (but is not limited to) all or 
part of the loss company commonality 
period; and 

"(B) In which the profit company and the loss 
company are members of the same group 
of companies; and 
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"(C) In which continuity of ownership has been 
maintained in respect of the loss 
company; and 

"(d) In any case where paragraph (c)(iii) of subsection (2) is 
not met in respect of a preceding loss year being the 
1991-92 income year or a subsequent income year, 
adequate accounts have been prepared by the loss 
comFY and furnished to the Commissioner which 
detail sufficiendy that part of the net loss (in this 
subsection referred to as the l' art-year loss', and 
that net loss to be calculate after taking into 
account any amount that has been offset against 
net income by any company other than the profit 
company) as is reasonably and fairly attributable to 
the preceding year loss company commonality 
period,-

the loss company may, in any notice given to the 
Commissioner in accordance with subsection (3) in respect of 
the net loss, the profit company, the loss company, and the 
year of offset, elect that, in respect of the net foss, the profit 
company, the loss company, and the year of offset-

"(e) In any case where paragraph (cXi) or (c)(ii) or (e) of 
subsection (2) is not met, regard shall be had in 
applying those paragraphs only to the loss company 
commonality period, and, where such an election is 
made,-

"(i) For the purposes of determining the amount 
able to be offset br the profit company in respect of 
the loss com~y s net loss and the year of offset, 
subsection (2) shall apply as if the year of offset of 
the profit company were co-extensive with the 
profit company commonality period and the 
taxable income of the profit company for that 
deemed year were equal to the part-year profit; and 

"(ii) Where and to the extent that-
"(A) The whole or part net loss of the loss 

company could only be carried forward 
by the loss company under section lE 1 (2) 
to the year of offset by virtue of section 
IF 1 (3); and 

"(B) By virtue of this subsection an offset is 
allowed to the profit company,-

section IF 1 (3) shall apply as if the loss company 
has, in that part of the profit company 
commonality period which falls within the loss 
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company commonality period, net income equal to 
the part-year profit; and 

"(f) In any case where paragraph (cXiii) of subsection (2) is 
not met in respect of a preceding loss year being the 
1991-92 income year or a subsequent income year, 
regard shall be had in applying that 
paragraph (cXiii) only to the preceding year loss 
comFY commonality period, and, where such an 
elecllon is made, for the purposes of determining 
the amount able to be offset by the profit company 
in respect of the loss com~y's net loss and the 
year of offset, subsection (2) shall apply as if the 
preceding loss year were co-extensive with the 
preceding year loss company commonality period 
and the net loss of the loss company for such 
deemed year were equal to the part-year loss. 

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

company') has a net loss for any income year; and 
"(b) A deduction has been allowed under this Act or the 

Income Tax Act 1976, in the 1993-94 or any 
subsequent income year (referred to in this 
subsection as the 'year of write off'), to any 
company (referred to in this subsection as the 
'write-off company') other than the loss company 
for-

"(i) A bad debt; or 
"(ii) A decline in the value of any shares 

determined as follows: 
"(A) If the shares have not been disposed of, 

from a valuation made under section EE 1 
or otherwise; or 

"(B) If the shares have been disposed of by the 
taxpayer, as the amount by which the 
gross mcome of the company in respect of 
the disposal is less than the deduction 
allowed to the company in respect of the 
cost of the shares; and 

"(c) The application by the loss company of an amount 
wruch-

"(i) Gave rise to the debt; or 
"(ii) Was paid by any person for the subscription 

of the shares-
was taken into account in calculating the net loss,-
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no offset shall be available in respect of the net loss Wlder 
subsection (2) in the year of write off or in any income year 
succeeding the year of write off in calculating the net income 
of any company which is the write-off company or which is at 
any tIme in the income year in which the net loss arises in the 
same group of companies as the write-off company, excert to 
the extent that the net loss exceeds the aggregate 0 the 
deductions referred to in paragraph (b). 

"(7) Where-
"(a) An amoWlt of net loss apparendy arising for a companr

(in this subsection referred to as the 'loss company) 
in an income year (in this subsection referred to as 
the 'year of loss') is offset by more than one 
company (in this subsection referred to as the 
'profit companies') Wlder subsection (2); and 

"(b) The actual net loss of the loss company for the year of 
loss is determined by the Commissioner to be less 
than the aggregate amoWlts offset in res~ct of the 
apparent net loss by the profit comparues against 
their net income,-

then, notwithstanding any other provision of this section,-
"(c) Where the loss company so elects by notice in writing in 

such form as the Commissioner may allow, given to 
the Commissioner within 6 months after the date 
upon which the Commissioner gave notice to the 
loss company of the determination of the reduced 
amoWlt of the net loss or within such further time 
as the Commissioner may allow, the amoWlt by 
which the actual net loss determined by the 
Commissioner is less than the aggregate of the 
amoWlts offset by the profit comparues shall be 
allocated to the respectIve profit companies as a 
reduction in the amoWlts available to them for 
offset in the manner the loss company elects, but 
any election which provides that the amoWlt of the 
reduction allocated to a company which at the time 
of the election is no longer a member of the same 
group of companies as the loss company exceeds 
the amoWlt of reduction which woula arise Wlder 
paragraph (d) shall be deemed not to have been 
made; and 

"(d) In any other case, the amoWlt available to each of the 
profit companies for offset against their net income 
shall be reduced by the same proportion as the 
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proportion by which the apparent net loss was 
reduced to equal the actual net loss,-

and, where and to the extent that the reduction in an amount 
available for offset against the net income of any profit 
company results in any payment made Wlder this section 
under an agreement for the profit company to bear or share in 
the net loss of the loss company being treated as a dividend, 
that dividend shall be deemed to be reduced to the extent to 
which the payment is refunded by the loss company to the 
profit company within the period of 6 months referred to in 
paragraph (c). 

"(8) For the purposes of subsections (2XcXiii) and (iv), a 
companY' shall be treated as being a member of the same 
group of companies as another company in respect of the 
1991-92 income year or any earlier lllcome year if those 2 
companies were, III respect of that income year, members of 
the same group of companies for the purposes of 
section 191 (5) and (7) of the Income Tax Act 1976 as in force 
before its repeal by section 25 of the Income Tax Amendment 
Act (No. 2) 1992 by virtue of the provisions of that section 191, 
as modified by section IG 3. 

"(9) Section lE 1 (4) shall apply as if any deduction allowed 
under subsection (2) of this section were relief afforded by 
section lE 1. 

"(10) For the purposes of this section, where adequate 
accounts are required to be prepared and fwnished to the 
Commissioner in respect of part of the net loss or taxable 
income for any income year of any company which is 
reasonably and fairly attributable to a period which is part only 
of that income year of that company, those accounts shall be 
prepared, to the extent to which reasonable and fair, by 
aprlying the provisions of this Act to that period as if it were 
an lllcome year. 

"(11) In this section, 'dual resident company' means, in 
relation to any income year, any company which in that 
income year or any part of that income year is-

"(a) Resident in New Zealand; and 
"(b) Either-

"(i) Treated, Wlder an agreement, as not being 
resident in New Zealand for the purposes of the 
agreement; or 

"(ii) Also, by the law of another COWltry or 
territory, liable to income tax in that COWltry or 
territory by reason of domicile, residence, or place 
of incorporation. 
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"IG 3. Special provisions in reJation to group 
companies for 1991-92 income year-(l) Notwithstanding 
section 191 (SA) of the Income Tax Act 1976 (as that provision 
was inserted by section 8 of the Income Tax Amendment Act 
(No. 5) 1991 and as in force before the repeal of section 191 of 
that Act by section 25 of the Income Tax Amendment Act 
(No. 2) 1992), where and to the extent that the Commissioner 
is satisfied that-

"(a) A company (in this subsection referred to as the 'loss 
company') had a net loss for the 1991-92 income 
year; and 

"(b) The loss company and another company would have 
been treated, under that section 191 (SA), as a group 
of companies or a specified group to which 
section 191 (4) of the Income Tax Act 1976 (as also 
in force before its repeal) applied, had the period 
specified in that sectlon 191 (3AXC) and (d) been, 
instead of the period so specified, part only of the 
period so specified; and 

"(c) Adequate accounts have been prepared by the loss 
company and furnished to the Commissioner 
relanng to that part of that period which detail 
sufficiendy such part of the net loss for the 1991-92 
income year wmch was reasonably and fairly 
attributable to that part of that period,-

those 2 companies shall be treated, for the purposes of 
section 191 (5) and (7) of the Income Tax Act 1976 (as so 
previously in force), but only with respect to that part of that 
net loss as those accounts indicate was reasonably and fairly 
attributable to that _~ of that period, as constituting a ~oup 
of companies, specilied group, or both (as the case may be). 

"(2) The references in section 191 (7 A) of the Income Tax 
Act 1976 (as in force before the repeal of section 191 by 
section 25 of the Income Tax Amendnlent Act (No. 2) 1992) to 
section 188 of the Income Tax Act 1976 shall be references to 
section 188 (as in force before its repeal by section 22 of the 
Income Tax Amendment Act (No. 2) 1992)-

"(a) As modified by section 188AA of the Income Tax Act 
1976; and 

"(b) As if the continuity percentage referred to in that 
section 188 (7) were always 40%. 

"IG 4. Group of companies attributed foreign net 
losses-( 1) Suliject to this section, if a company (in this section 
referred to as the 'first company') has an attributed foreign net 
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loss for any income year, or has carried forward to any income 
year an attributed foreign net loss under sections lE 1 and IF 1, 
and the loss may not be offset by the first company in the 
income year in accordance with sections lE 1 and lE 8, sections 
IG 2 and GC 4 apply as if-

"(a) The attributed foreign net loss were a net loss arising on 
the last day' of the income year in respect of which 
it was attnbuted; and 

"(b) Each reference in those sections to a group of 
companies were a reference to a wholly-owned 
group of companies; and 

"(c) Section IG 2 (4), (5) and (10) were omitted; and 
"(d) The reference in section IG 2 (8) to 'the same group of 

companies for the purposes of section 191 (5) 
and (7) of the Income Tax Act 1976' were a 
reference to 'the same specified group in 
accordance with section 191 (4 J of the Income Tax 
Act 1976'. 

"(2) The maximum amount of the attributed foreign net loss 
that any other company may, under section IG 2 (as modified 
by this section), offset against its net income for that income 
year is an amount equal to the total of-

"(a) Any attributed foreign income of the other company for 
that income year in respect of any controlled 
foreign company resident in the same country or 
territory (referred to in this section as the 'relevant 
country') as that in which the first-mentioned 
controlled foreign company was resident in the 
accounting period in respect of which the attributed 
foreign net loss arose; and 

"(b) Any foreign investment fund income of the other 
company that is calculated under the branch 
equivalent method and is derived in that income 
year in respect of an interest in a foreign investment 
fund resident in the relevant country. 

"(8) An amount of attributed foreign income or foreign 
investment fund income of the other company may only be 
taken into account under subsection (2) to the extent that the 
amount is not taken into account-

"(a) In determining the other company's entidement to a 
deduction under section DP 1 or DP 8; or 

"(b) In determining the other company's entidement to an 
offset under section lE 8; or 
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"(c) In detennining the other company's entitlement to an 
offset under section IG 2 in respect of any other 
attributed foreign net loss. 

"(4) If the first company is unable to offset any part of the 
maximum amount of attributed foreign net loss calculated 
under subsection (2) for the income year against net income of 
the other company for the year because there is insufficient 
net income, the excess shall be treated as if it were a net loss of 
the other company for the year determined under section 
BC 6 and will cease to be part of the attributed foreign net loss 
available to the first company. 

"IG 5. Group of companies forei~ investment fund 
net losses-( 1) Subject to this section, if a company (in this 
section referred to as the 'first company') has a foreign 
investment fund net loss for an income year, or has carried 
forward to an income year a foreign investment fund net loss 
under sections lE 1 and IF 1, and that loss may not be offset by 
the first company in that income year in accordance with 
sections lE 1 and lE 4, sections IG 2 and GC 4 will apply as if-

"(a) The foreign investment fund net loss were a net loss 
arising on the last day of the income year in respect 
of which it was attributed; and 

"(b) Each reference in those sections to a group of 
companies were a reference to a wholly-owned 
group of companies; and 

"(c) Section IG 2 (4), (5) and (10) were omitted; and 
"(d) The reference in section IG 2 (8) to 'the same group of 

companies for the purposes of section 191 (5) 
and (7) of the Income Tax Act 1976' were a 
reference to 'the same srecifi.ed group in 
accordance with section 191 (4 of the Income Tax 
Act 1976'. 

"(2) If the foreign investment fund net loss is calculated 
under any method other than the branch equivalent method, 
the maximum amount of the foreign investment fund net loss 
which may be offset against net income by another company 
under section IG 2 (as modified by this section) will be 
determined by applying sections lE 4 (2) and (3) as if the 
foreign investment funa net loss were a carried forward 
foreign investment fund net loss of the other company. 

"(3) If the foreign investment fund net loss is calculated 
under the branch equivalent method, the maximum amount 
of the foreign investment fund net loss which may be offset 
against the net income of another company under section IG 2 
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(as modified by this section) will be detennined by applying 
section IG 4 as if-

"(a) The interest in the fimd were an income interest in a 
controlled foreign company; and 

"(b) The foreign investment fund net loss were an attributed 
foreign net loss; and 

"(c) References to the first controlled foreign company 
referred to were references to the funa.. 

"(4) If the first company is unable to offset any part of the 
maximum amount of the foreign investment furid net loss 
calculated under subsection (2) or (3) for the income year 
against net income of the other company for the year because 
there is insufficient net income, the excess shall be treated as if 
it were a net loss of the other company for the rear 
detennined under section BC 6 and will cease to be part 0 the 
foreign investment fimd net loss available to the first company. 

"IG 6. Loss carry forward and grouping by 
consolidated group and consolidated group members
(1) Subject to too section, sections lE 1, lE 2, lE 3, lE 4, IF 1, 
IF 2, and IH 1 shall apply, with any necessary modifications, in 
respect of a consolidated group as if the consolidated group 
were a single company, and the taxable income of the 
consolidated- group shall be detennined accordingly. 

"(2) Nothing in this section shall apply to any consolidated 
group whose members are mining companies. 

"(3) Where any consolidated group has a net loss for an 
income year, no part of that net loss shall be treated for the 
purposes of this Act as a net loss of any individual member 
company of that consolidated group. 

"(4) Where a company that is in an income year a member 
of a consolidated group is allowed under sections lE 1 and IF 1 
to claim to carry forward to that income year and offset to the 
extent of net income for that year (in this subsection referred 
to as the 'specified year') any net loss of the company for any 
preceding income year,-

"(a) That net loss shall, subject to subsections (5), (6), and (7), 
be offset against the net income (if any) for the 
specified year of the consolidated group so far as 
that net income extends; and 

"(b) Only so far as it has not been so offset, shall be eligible 
to be-

"(i) Offset in accordance with sections lE 1 and 
IF 1 or this section against net income of the 
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comFY or of any other consolidated group for the 
specified year; or 

"(ii) Carried forward by the company in 
accordance with sections lE 1 and IF 1 to any 
succeeding income year; or 

"(iii) Treated, for the purposes of section IG 2, as 
a net loss of the company carried forward to the 
specified year, in which event that net loss may be 
the subject of an election or agreement under 
section IG 2 (2) in respect of the net income of any 
other company (other than the consolidated group). 

"(5) Where net losses of a consolidated group or of one or 
more member companies of the group are allowed under 
sections lE 1 and IF 1 or required under this section to be 
offset against the net income (if any) for an income year of a 
consolidated group, those net losses shall-

"(a) If they arose in 2 or more incomeJears, be offset in the 
same order as they arose; an 

"(b) If they arose in the same income year, be offset, so far 
as the net income extends,-

"(i) In the order elected by the consolidated 
group by notice to the Commissioner in such form 
as the Commissioner may allow; or 

"(ii) If no such election is made, on a pro rata 
basis. 

"(6) In any case where-
"(a) Subsection (4) would, except to the extent of the 

application of this subsection and subsection (7), 
require the whole or part of the net loss of any 
company for any income year (in this subsection 
referred to as the 'preceding loss year') to be offset 
against the net income (if any) of a consolidated 
group for a subsequent year (in this subsection 
referred to as the 'subsequent year'); and 

"(b) The company was not a member of the same group of 
companies, for the preceding loss year or any 
income year falling between the preceding loss year 
and the subsequent year, as anyone or more 
companies which are members of the consolidated 
group in the subsequent year,-

the amount of net loss offset under subsection (4) against the 
net income of the consolidated ~oup for the subsequent year 
shall not exceed the aggregate of-

"(c) The amount of die net loss that could be offset by the 
company in the subsequent year under sections lE 1 
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and IF 1 against its own net income (that net 
income being nevertheless calculated in accordance 
with section HB 2 (1)) were it not in that subsequent 
year a member of a consolidated group; and 

"(d) The aggregate amount that could he offset under 
sectIon IG 2 against their own net income (that net 
income being nevertheless calculated in accordance 
with section HB 2 (1)) by companies (other than the 
company) which are members of the consolidated 
group in the subsequent year if-

"(i) Neither the company nor those other 
companies were members of the consolidated 
group' in the subsequent year; and 

"(il) The company were to take all necessary steps 
under section IG 2 to permit that offset under that 
section by the other companies. 

"(7) In any case where-
"(a) Subsection (4) would, except to the extent of the 

application of this subsection and subsection (6), 
require the whole or part of the net loss of any 
company for any income year (in this subsection 
referred to as the 'preceding loss year') to be offset 
against the net income (if any) of a consolidated 
group of companies for a subsequent year (in this 
subsection referred to as the 'subsequent year'); and 

"(b) The company was a member of the consolidated group 
for part only of the subsequent year,-

the amount of net loss offset under subsection (4) against the 
net income of the consolidated group for the subsequent year 
shall not exceed the lesser of-

"(c) The excess (if any) of the net loss of the company for the 
preceding loss year and required, out for the 
application of this subsection and subsection (6), to 
be offset against the net income of the consolidated 
~oup for the subsequent year over the aggregate 
of-

"(i) Any net income for the subsequent income 
year of the company attributable to any period 
prior to the company being a member of the 
consolidated group, calculated by applying the 
provisions of section FD 9 (2); and 

"(ii) Any part of the net loss required, under 
subsection (4), to be offset against the net income 
for the subsequent year of another consolidated 
group of companies of which the company was a 
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member during the subsequent year and prior to 
the company being a member of the consolidated 
group; and 

"(d) The amount (if any) as shown in adequate and 
sufficiently detailed accounts furnished to the 
Commissioner with the consolidated group's return 
of income for the income year, of the consolidated 
group's net income for the income year as is 
reasonably and fairly attributable to the part of the 
income year during which the company was a 
member of the consolidated group. 

"(8) Where and to the extent that-
"(a) A company is a member of a consolidated ~oup for 

part only of an income year (in this subsection 
referred to as the 'specified year'); and 

"(b) The company is entitled only by virtue of section IF 1 (3) 
to claim to carry forward to the specified year and 
offset, to the extent of the amount of net income of 
the company attributable to part only of the 
specified year (that part being referred to in this 
subsection as the 'continuity period') any net loss of 
the company for any preceding year; and 

"(c) The company is a member of the consolidated group for 
the whole or part of the continuity period; and 

"(d) Adequate and sufficiently detailed accounts have been 
prepared and furnished to the Commissioner with 
the consolidated group's return of income for the 
specified year, relating to that part of the continuity 
period during which the company was a member of 
the consolidated group, which detail sufficiently 
such part of the net mcome of the consolidated 
group (that part being referred to in this subsection 
as the 'continuity period profit') for the specified 
year as is reasonably and fairly attributable to that 
part of the continuity period; and 

"(e) The net loss of the company for the preceding year, to 
the extent able to be carried forward under sections 
lE 1 and IF 1 by virtue of this subsection, is, by 
virtue of this section, offset against the net income 
for the specified year of the consolidated group,-

section IF 1 (3) shall apply as if the company had an amount of 
net income attributaole to the continwty period equal to the 
continuity period profit. 



1996, No. 67 Taxation (Core Pruuisions) 1849 

"IG 7. Attributed foreign net losses and foreign 
investment fund net losses of consolidated group 
members-( 1) Where any consolidated group has in respect 
of an income year-

"(a) An attributed foreign net loss; or 
"(b) A foreign investment fund net loss,-

no part of that attributed foreign net loss or foreign investment 
fund net loss shall be treated for the purposes of this Act as an 
attributed foreign net loss or foreign investment fund net loss 
of any individual member company of that consolidated 
group. 

"(2) Where-
"(a) Any company is a member of a consolidated group in 

an income year (in this subsection referred to as the 
'specified year'); and 

"(b) The company is entided-
"(i) In accordance with sections lE 1 and lE 3 to 

claim to carry forward to the specified year and 
offset against net income for that year any 
attributed foreign net loss of that company for any 
preceding income year; or 

"(ii) In accordance with sections lE 1 and lE 4 to 
claim to carry forward to the specified year and 
offset against net income for that year any foreign 
investment fund net loss of that company for any 
preceding income year,-

that loss shall, subject to subsections (3) and (4), be-
"(c) In the case of such an attributed foreign net loss, offset 

against the net income of the consolidated group 
for the specified year, to the extent that it does not 
exceed the attributed foreign income (if any) 
derived in the specified year by the consolidated 
group in respect of any controlled foreign company 
or companies resident in the relevant country or 
territory; and 

"(d) In the case of such a foreign investment fund net loss, 
offset against the net income of the consolidated 
group for the specified year to the extent that it 
does not exceed the foreign investment fund 
income (if any) derived in the specified year by the 
consolidated group,-

and only so far as it cannot be so offset shall be eligible to be
"(e) Offset against the net income of the company or any 

other consolidated group in the specified year; or 
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"(f) Carried forward by the company in accordance with 
sections lE I and IF 1 to any succeeding income 
year; Qr 

"(g) Offset against the net income of any other company 
(other than the consolidated group) subject to and in 
accordance with section IG 4 or IG 5. 

"(3) Where attributed foreign net losses or foreign 
investment fund net losses of a consolidated group or of one or 
more member companies of the group are allowed to be offset 
against net income of a consolidated group, those net losses 
sliall-

"(a) If resulting from net losses arising in 2 or more income 
years, be offset in the same order as the net losses 
arose; and 

"(b) If resulting from net losses arising in the same income 
year, be offset, so far as the relevant net income 
extends,-

"(i) In the order elected by the consolidated 
group by notice to the Commissioner in such form 
as the Commissioner may allow; or 

"(ii) If no such election is made, on a pro rata 
basis. 

"(4) In any case where-
"(a) Subsection (2) would, except to the extent of the 

application of this subsection, require the whole or 
part of any net loss of any company, arising in any 
mcome year (in this subsection referred to as the 
'preceding loss rear'), to be offset against net 
income (if any of a consolidated group of 
companies for a subsequent year (in this subsection 
referred to as the 'subsequent year'); and 

"(b) The company was not a member of the same group of 
companies, for the preceding loss year or any 
income year falling between the preceding loss year 
and the subsequent year, as anyone or more 
companies which are members of the consolidated 
group in the subsequent year,-

the amount of net loss offset under subsection (2) against the 
net income of the consolidated group in the subsequent year 
shall not exceed the aggregate of-

"(c) The amount of tne attributed foreign net loss or foreign 
investment fund net loss which could be offset by 
the company in the subsequent year in accordance 
with sections lE 1 and IF 1, and section IE 3 or IE 4 
(as the case may be) against its own net income 
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were it not in that subs~uent year a member of a 
consolidated group of companies (that income 
being nevertheless calculated in accordance with 
section HB 2 (1 )); and 

"(d) The aggregate amount which could be offset against 
their own net income if that income were 
nevertheless calculated in accordance with section 
HB 2 (1) and in accordance with sections IG 2 and 
IG 4 or section IG 5 by companies (other than the 
company) which are members of the consolidated 
group in the subsequent year if-

"(i) Neither the company nor those other 
companies were members of the consolidated 
group, in the subsequent year; and 

"(iI) The company were to take all necessary steps 
under sections IG 2 and IG 4 or section IG 5 to 
permit that offset by the other companies under the 
relevant one of those sections. 

"( 5) In any case where-
"(a) Subsection (2) would, except to the extent of application 

of this subsection and subsection (4), require the 
whole or part of any attributed foreign net loss or 
foreign investment fund net loss of any company 
for any income year (in this subsection referred to 
as the 'preceding year') to be offset against net 
income of a consolidated group of companies in a 
subsequent year (in this subsection referred to as 
the 'subsequent year'); and 

"(b) The company was a member of the consolidated group 
for part only of the subsequent year,-

the amount of net loss offset under that subsection against net 
income of the consolidated group for the subsequent year shall 
not exceed the lesser of-

"(c) The excess (if any) of the amount of net loss of the 
company for the preceding year required, but for 
the application of this subsection and subsection (4), 
to be offset against net income of the consolidated 
group in respect of the subsequent year over the 
agW,:egate of-

'(i) Any net income of the company in the 
subsequent year in any period prior to the company 
being a member of the consolidated group 
(calculated by applying the provisions of section 
FD 9 (2)) against which net Ulcome that net loss 
would be aole to be offset under this Act; and 
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"(ii) Any part of the net loss required, Wlder 
subsection (2) of this section, to be offset against net 
income for the subsequent year of another 
consolidated group of compames of which the 
company was a member during the subsequent 
year prior to the company being a member of the 
consolidated group; and 

"(d) The amoWlt (if any) as shown in adequate and 
sufficiently detailed accounts furnished to the 
Commissioner with the consolidated group's retum 
of income for the income year, of the consolidated 
group's net income for the income year (being net 
income against which that net loss could be offset 
Wlder this Act) as is reasonably and fairly allocable 
to the part of the income year during which the 
company was a member of the consolidated group. 

"IG 8. Net losses, attributed foreign net losses, and 
foreign investment fund net losses of amalgamated 
company-Where an amalgamated company is deemed 
under section IF 4 to have a net loss, attributed foreign net 
loss, or foreign investment fund net loss in respect of an 
amalgamating company which ceased to exist on the 
amalgamation, for the purposes of determining whether the 
net loss, attributed foreign net loss or foreign investment fund 
net loss may be offset, Wlder sections IG 2, IG 4 and IG 5 
against net lDcome of another company, the relevant section 
of this Act shall be applied as if, with respect to all times prior 
to the amalgamation, the amalgamated company did not 
se~tely eXISt and was instead the amalgamating company 
WIth the same holders of shares and options over sbares each 
holding the same number and class of shares and options over 
shares as they held at the time in the amalgamating company. 

"IG 9. Net losses, attributed foreign net losses, and 
foreign investment fund net losses offset against net 
income of amal~ated company-Where a company 
(referred to in this subsection as the 'loss company') has a net 
loss, attributed foreign net loss, or foreign investment fimd net 
loss in respect of a period which falls wholly or partly before 
an amalgamation the net loss, attributed foreign net loss or 
foreign investment fund net loss may be offset, Wlder section 
IG 2, IG 4, or IG 5 against net income of the amalgamated 
company if and only if the net loss, attributed foreign net loss 
or foreign investment fund net loss can be so offset by 
applying the commonality of ownership and other tests 



1996, No. 67 Taxation (Core Pruuisions) 1853 

contained in the relevant provisions of this Act severally to the 
loss company and the amalgamated company in respect of 
each company which has in the course of or before the 
amalgamation amalgamated with the amalgamated company, 
as if, with respect to all times prior to the amalgamation, the 
amalgamated company did not separately exist and was 
instead that amalgamating company with the same holders of 
shares and options over shares each holding the same nwnber 
and class of shares and options over shares as they held at the 
time in the amalgamating company. 

"IG 10. Net losses may be used to pay penalties-(I) A 
taxpayer may elect to use a net loss of the taxpayer to pay a 
shortfall penalty assessed in respect of an income tax liability, 
if-

"(a) The net loss is available to be offset against net income 
of the taxpayer in the income year of the shortfall 
penalty; and 

"(b) The taxpayer notifies the Commissioner of the election 
within the due date period for the payment of the 
shortfall penalty. 

"(2) If a taxpayer makes an election under subsection (1) in 
relation to current year losses and the Commissioner 
subsequendy issues a determination of net loss confirming that 
the net losses are available to be offset in the current income 
year, the time that the net losses are offset will be the time of 
the election. 

"(3) Each dollar of net loss that is used to pay a shortfall 
penalty-

"(a) Counts as an amount of payment equal to one dollar 
multiplied by the tax late; and 

"(b) Will, from the date the net loss is used, no longer be 
available for use by a person. 

"(4) For the purposes of subsection (3), the term 'tax late' 
means the late of tax or lowest marginal late of tax that would 
apply to the taxpayer during the return period to which the 
relevant tax shortfall relates, if the taxpayer had tax to pay. 

"(5) In this section, 'income year' includes any part of a year 
that, by virtue of section IF 1 or section IG 2, may be taken 
into account for loss continuity or group purposes. 

"SUBPART H-LoSSES-MINERS 
"IH 1. Losses of mining companies and petroleum 

miners-( 1) Where the· Commissioner is satisfiea that the 
whole or a part of a net loss of a company (being a mining 
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company or a resident mining operator or a non-resident 
mining operator) for any income year (in this subsection 
referred to as the 'year of loss') arises as a result of exploration 
expenditure or development expenditure relating to an area 
comprised in a mining licence or a mining privilege or to 2 or 
more such areas (any such area being referrea to in this 
subsection as a 'licence area'), the following provisions shall 
apr.ly: 

'(a) The Commissioner shall determine the amount of that 
net loss which, in the Commissioner's opinion, so 
arises in relation to that licence area or (as the case 
may he) to each of those licence areas (the amount 
so determined in respect of any such licence area 
heinp referred to in this subsection as the 'specified 
sum in relation to that licence area); and 

"(b) Where, in relation to the specified sum in relation to a 
licence area,-

"(i) At the be~g of any income year, being 
an income year after the year of loss and being the 
first such IDcome year ID respect of which this 
subsection applies with respect to that specified 
sum, (that income year bein~ referred to in this 
paragraph as the 'year of claim'), there remains a 
balarice of that specified sum after taking into 
account such amounts of that specified sum as the 
Commissioner determines to have been offset 
against the net income of that company for any 
income year or years before the year of claim under 
this Act, and, where that company is a mining 
company, after taking into account any amounts by 
which, in the determination of the Commissioner, 
that specified sum has been reduced in accordance 
with section IH 4 (lXa) or section IH 4 (l)(c); and 

"(ii) By reason only of section GC 2 or section 
IF 1 (1), that balance would, but for this paragraph, 
be {>recluded from being, in whole or in part, offset 
agamst any net income of that company for the 
year of claim,-
section GC 2 or IF 1 (1) shall not preclude that 
balance from being offset against the net income of 
that company to the extent that it does not exceed 
the amount that would he the net income of the 
company if its sole source of gross income for the 
year of claim was from that licence area and, so far 
as that balance cannot then be offset, from being 
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offset against the net income of that company for 
the year next following the year of claini, to the 
extent that it does not exceed the amount that 
would be the net income of the company if its sole 
source of gross income for that year was from that 
licence area, and so on, and, in any such case, 
section IH 4 (1 X e) shall, with any necessary 
modifications, apply; and 

"(c) Where any apportionment is required for the purposes 
of this subsection, and any question arises as to the 
basis or manner of such apportionment, it shall be 
determined by the Comnussioner; and 

"(d) For the purposes of this subsection, the reference in this 
subsectton to exploration expenditure relating to an 
area comprised in a mining licence or a mining 
privilege shall be taken as including a reference to 
expenditure on exploring or searching in any area 
which is outside but continuous, or geologically 
contiguous, with that first-mentioned area, being 
exploring or searching which was included in the 
programme of expforing or searching as a 
consequence of which application was made for 
that mining licence or that mining privilege. 

"(2) Subject to section IH 2 (1), where the Commissioner is 
satisfied that the whole or part of any net loss of a petroleum 
mining company for the 1990-91 income year or any earlier 
income year (that income year being referred to in this 
subsection as the 'year of loss') arises from the allowance of-

"(a) A deduction of the amount of any exploration 
expenditure incurred by that company on or before 
30 September 1990 in exploring or searching for 
petroleum in an area that is or is subsequendy 
comprised in a mining licence or in 2 or more such 
areas; or 

"(b) A deduction of an amount in respect of the amount of 
any development expenditure incurred by that 
company on or before 30 September 1990,-

the following provisions shall apply: 
"(c) The Commissioner shall determine the amount of that 

net loss which, in the Commissioner's opinion, so 
arises from the allowance of that deduction, in 
relation to that licence area or (as the case may be) 
to each of those licence areas (the amount so 
determined in respect of any such licence area 
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beinp referred to in this subsection as the 'specified 
sum in relation to that licence area}; and 

"(d) Where, in relation to that specified sum in relation to a 
licence area, at the beginning of any income year, 
being an income year after the year of loss and 
being the first such income year in resfect of which 
this subsection (or section 188c (2) 0 the Income 
Tax Act 1976) applies with respect to that specified 
sum (that income year bein~ referred to in this 
paragraph as the 'year of claim'), there remains a 
balarice of that specified sum after taking into 
account-

"(i) Such amounts of that specified sum as the 
Commissioner determines to have been allowed as 
a deduction to that company, or offset against the 
net income of that company, in or for any income 
year or years before the year of claim under this 
Act or the Income Tax Act 1976 or to have been 
allowed as a deduction to any other company in or 
for any such income year or years; and 

"(ii) Where that company was, immediately 
before the commencement of section 214B of the 
Income Tax. Act 1976, a company to which 
section 216 of that Act applied, after taking into 
account any amounts by which, in the 
determination of the Commissioner, that specified 
sum has been reduced in accordance with 
section 216 (16)(a) or the first proviso to section 216 
(16)(b) of that Act (as those provisions applied 
immediately before the commencement of 
section 214B of the Income Tax Act 1976); and 

"(ill) By reason only of section GC 2 or IF 1 (1), 
that balance would, but for this paragraph, be 
precluded from being, in whole or in part, offset 
against the net income of that company, in or for 
the year of claim,-
sectton GC 2 or IF 1 (1) shall not preclude that 
balance from being offset against the net income of 
that company for the year of claim, to the extent 
that the amount offset does not exceed the amount 
that would be the net income of the company for 
the year if the company's sole source of gross 
income was from that licence area, so far as that 
income or amount extends, and, so far as the 
balance cannot then be offset, from being offset 
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a~t the net income of the company for the year 
next following the year of claim to the extent that 
the amount offset does not exceed the amount that 
would be the net income of the company for that 
year if the company's sole source of gross income 
was from that licence area, and so on; and 

U(e) Where any apportionment is required for the purposes 
of this subsection and any question arises as to the 
basis or the manner of such apportionment, it shall 
be determined by the COIIlIIllSsioner; and 

U(f) For the purposes of this subsection-
U(i) The reference in this subsection to 

exploration in exploring or searching for petroleum 
in an area which is or is subsequendy comprised in 
a mining licence shall be taken as including a 
reference to eXl'enditure in explorin~ or searching 
for petroleum ID any area which IS outside but 
contmuous, or geologically contiguous, with that 
first-mentioned area, being exploring or searching 
that was included (whether originally or 
additionally) in the programme of exploring or 
searching as a consequence of which application 
was made for that mining licence; and 

U(ii) The expression 'mining licence' means a 
mining licence issued under the Petroleum Act 
1937. 

"IH 2. Companies engaged in exploring for, searching 
for, or mining, petroleum-(I) Where in the 1990-91 or 
any earlier income year a net loss arises from the allowance in 
that income year to a petroleum mining company of a 
deduction or further deduction under any of subsections (6), 
(13Xb), (14Xb), and (18Xc) of section 214B of the Income Tax 
Act 1976 (or under subsection (4) or subsection (9Xc) of section 
DZ 6 of this Act)-

"(a) Any company (referred to in this subsection as a 
'shareholder company') that is a shareholder of that 
petroleum mining company and has made at any 
time (being a tIme at which that shareholder 
company was a shareholder of that petroleum 
mining company) any payment or payments to that 
petroleum minmg company which was or were 
used for the purposes of the development 
expenditure of the kind referred to in section 
DZ 6 (4), in respect of which that deduction or 
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further deduction is allowed in that income year, is 
allowed, if that shareholder company has so elected 
by notice in accordance with section 214B (22Xd) of 
that Act (or section DZ 6 (12Xd) of this Act), a 
deduction of an amount that bears to that net loss 
the same proportion as that payment, or the 
aggregate of those payments, bears to that 
development expenditure; and 

"(b) No other deduction and no offset shall be allowed under 
this Act in respect of-

"(i) That net loss, except to the extent that it 
exceeds the aggregate of all amounts deducted, 
under pcuagraph (a) in the income year in which 
that net loss arises: 

"(ii) Any amount allowed as a deduction under 
paragraph (a) to any such shareholder company: 

Provided that where that net loss arises from the allowance 
of a further deduction under the second proviso to 
section 214B (6) of that Act (or section DZ 6 (4) of this Act) that 
net loss shall, for the purposes of this subsection, be deemed to 
be a net loss arising ID the year which, in section DZ 6 (4), is 
referred to as the year of cessation: 

Provided also that in no case shall the aggregate of the 
amounts deducted by any shareholder company under 
paragraph (a) of this subsection exceed the aggregate of the 
payments of the kind referred to in that para~ph made by 
that shareholder company to the petroleum mming company. 

"(2) Where, in relation to the 1990-91 or any earlier income 
year, any taxpayer (being a company) is a petroleum mining 
company, sections CK 1 and IG 1 shall not apply, in relation to 
that company, in respect of-

"(a) Any net loss, arising in that company, of the kind 
referred to in section IH 2 (I) except to the extent (if 
any) that, in relation to that net loss, there is an 
excess of the kind referred to in section IH 2 (1); 
and 

"(b) Any net loss of that taxpayer for the 1978-79 or any 
earlier income year. 

"IH 3. Loss carry back by petroleum miners-If a 
petroleum miner would, in the absence of this section, have a 
net loss for any income year in which-

"(a) Expenditure for removal or restoration operations is 
incurred; or 
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"(b) A permit is relinquished and deferred deductions are 
allowed as a deduction under section DM 1 (5Xa),

the allowable deductions of the petroleum miner for that year 
shall be reduced by the amount that would otherwise be a net 
loss, and that amount shall be allowed as a deduction in the 
years preceding the loss year, beginning with the income year 
unmediately preceding the loss year, and the petroleum miner 
shall have the right to amend its returns for those income 
years notwithstanding the time bar. 

"IH 4. Companies en~d in exploring for, searching 
for, or mining, certain mlnerals-(1) Where, in accordance 
with sections lE 1 and IF 1 or section IH 1, a "mining company 
is entitled to claim that a net mining loss for any income year 
(that income year being referred to in this subsection as the 
'year of loss') shall be carried forward and offset against the 
net income of that company for subsequent income years, that 
section shall apply subject to the following provisions: 

"(a) The amount which may be carried forward in respect of 
the net mining loss from the income year in which 
the net mining loss arose for offset against the net 
income of that company in subsequent income 
years shall not exceed an amount calculated in 
accordance with the following formula: 

"a- b 
"where-

"a is the amount of the mining outgoing excess 
in the year of loss; and 

"b is 150% of so much of the amount of that 
mining outgoing excess as is deducted, in 
accordance with section DN 1 (3), in calcu
lating the net income of that company for the 
year of loss: 

"(b) The maximum amount of net mining losses that a 
mining company may offset against its net income 
for an income year is an amount equal to the lesser 
of the company's net income for the year and the 
amount calculated in accordance with the following 
formula: 

"where-

"2 x ( c - d ) + d 
3 

"c is the net mining losses carried forward to 
that income year; and 
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"d is the amount that would be the company's 
net income for the year if its only source of 
gross income for the year was from mining: 

"(c) If the mining company offsets net mining losses against 
its net income for an income year, the amount of 
net mining losses that the company may otherwise 
carry forward to the subsequent income year under 
sectIons lE 1 and IF 1 shall be reduced by an 
amount equal to the larger of zero and the amount 
calculated in accordance with the following 
formula: 

"where-

"e - d 
-2-

"e is the amount of net mining losses offset by 
the mining company in that mcome year; and 

"d has the same meaning as in paragraph (b): 
"(d) Paragraphs (b) and (c) shall not apply to any balance of a 

netloss, being a balance to which sectIon IH 1 (IXb) 
applies: 

"(e) Where-
"(i) That company is entitled, in accordance with 

the preceding provisions of this subsection, to carry 
forward any amount and offset it against the net 
income of that company for any income year; and 

"(ii) That company has ceased to be a mining 
company at or before the end of that income 
year,-
It shall be treated, for the purposes of those 
provisions, as if it had not so ceased to be a mining 
company . 

. "(2) Where, in relation to any income year, a company is a 
mmmg company,-

"(a) None of the provisions of section IG 2 shall apply with 
respect to that company in relation to that income 
year; and 

"(b) That company shall not be included in a group of 
companies for the purposes of that section in 
relatIon to that income year. 

"(3) Where-
"(a) But for subsection (2), a mining company and a holding 

company (not being a mining company) would be 
included in a wholly-owned group of companies in 
relation to an income year; and 
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"(b) That mining company has net income for that income 
year in excess of any net loss canied forward by 
that mining company to that income year under 
sections lE 1 and IF 1; and 

"(c) That holding company has a net loss for that income 
year, being a net loss which has been calculated 
without taking into account any deduction allowed 
or allowable to that holding company under section 
DN 3 in respect of the amount written off from any 
loan made by that holding company to that mining 
company,-

the amount of that net loss (as so calculated) may, to the 
extent that it cannot be offset under section IG 2 (2) from the 
net income for that income year of any other company or 
companies (being a company or companies which together 
with that holding company are included in a wholly-owned 
group of companies in relation to that income year), be 
deducted from the amount by which the net income of that 
mining company for that income year exceeds any net loss 
carried forward by that mining company to that income year 
under sections lE 1 and IF 1, and the amount so deducted 
from that excess shall not be carned forward under sections lE 
1 and IF 1: 

Provided that where, by reason of an amount being, in 
accordance with the preceding provisions of this subsection, 
offset against the net Ulcome of that mining company for that 
income year, instead of being offset against the net income of 
that holding company for an income year after that year, the 
Commissioner is of the opinion that adjustment is warranted 
for the purposes of this subsection, the Commissioner may, on 
application made by that holding company within 8 years after 
the end of that first-mentionea income year, or within such 
extended period as the Commissioner may allow, and 
notwithstanding the time bar, make such adjustments for the 
purposes of this subsection, in relation to that holding 
company and that mining company, in respect of that first
mentioned income year and anyone or more of the 8 income 
years immediately succeeding that first-mentioned income 
year, as the Commissioner considers equitable to meet the 
special circumstances of the case. 

"IH 5. Resident mining operators-Notwithstanding 
anything in this Act, where a resident mining operator has a 
net minmg loss for an income year (that income year being 
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referred to in this subsection as the 'year of loss'), sections lE 1, 
IF 1, and IH 1 shall apply subject to the following provisions: 

"(a) Where the net mining loss is not a balance to which 
section IH 1 (l)(b) applies, the amount of the loss 
that the resident mining operator is allowed to 
offset against net income in the first income year 
after the year of loss shall not exceed the sum of-

"(i) The amount that would be the resident 
mining operator's net income for that year if the 
operator's sole source of gross income in that year 
was gross income from mining; and 

"(ii) An amount equal to the greater of zero and 
an amount calculated in accordance with the 
following formula: 

"a - b 
"where-

"a is the prescribed amount of the resident 
mining operator for that income year; and 

"b is .~e mining outgoing ex,cess of the resident 
mmmg operator for that mcome year: 

"(b) Any net mining loss that cannot be offset under 
paragraph (a) may be offset against the resident 
mining operator's net income for the income year 
immediately succeeding the income year to which 
paragraph (a) refers, to the extent it does not 
exceed the amount that could be offset under 
paragraph (a) if that paragraph referred to the 
unmediately succeeding year, and so on: 

"(c) Section IH 4 (IXe) shall, with any neces~ 
modifications, apply for the purposes of this 
subsection as if every reference to a mining 
company or company were a reference to a 
resident mining operator and as if the reference to 
section IH 4 (1) were a reference to this subsection. 

"SUBPART I-LassES-LIFE INSURERS 

"11 1. Policyholder net losses-(l) Subject to this section, 
section lE 1 and section 92 of the Tax Administration Act 1994 
apply to any policyholder net loss as if it were a net loss. 

"(2) Sections IF 1 (1) and IG 2 (2) shall not apply in respect of 
a policyholder net loss.". 

"11 2. Policyholder net loss for income year preceding 
1990-91-Where any company to which section 204 of the 
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Income Tax Act 1976 (as that provision was in force before its 
repeal and substitution by section 13 (1) of the Income Tax 
Amendment Act (No. 2) 1990) applied-

"(a) Incurred any loss in carrying on its business of life 
insurance in the 1989-90 Income year; or 

"(b) Carried forward any loss (incWTed in any earlier income 
year) to the 1989-90 income year in accordance 
with section 188 of the Income Tax Act 1976 as 
then in force,-

that loss shall (except to the extent to which it was in the 
1989-90 income year deducted from or offset against any 
gross income of any person otherwise than in accordance with 
section 205c of the Income Tax Act 1976) be deemed to be a 
policyholder net loss of that company. 

"11 3. Carry forward of policyholder net loss-Where
"(a) A life insurer transfers its life insurance business to 

another company; and 
"(b) The transfer meets the requirements set out in 

paragraphs (a) to (d) of section CM 18 (2),-
the transferor life insurer may, by notification to the 
Commissioner in such form as the Commissioner may 
approve, elect that any policyholder net loss calculated by It 
for the income year of transfer, or carried forward by it to that 
income year, be treated as a policyholder net loss calculated 
for or carried forward to that income year by the transferee 
comFY and not by the transferor life insurer, and the 
proVISions of this Act shall apply to any such loss accordingly. 

"SUBPART Z-WITHDRAWAL TAX 

"IZ 1. Application of this Subpart-This Subpart shall 
~pply to every person who is deemed to derive withdrawal 
Income. 

"IZ 2. Rate of withdrawal tax-The rate of tax (in this Act 
referred to as 'withdrawal tax') in respect of withdrawal 
income derived by any person is 45% of the gross amount of 
that withdrawal income. 

"IZ 3. Withdrawal income-(I) Where any special account 
is closed in any income year, any amount withdrawn on that 
closure, not being an amount Withdrawn under a withdrawal 
certificate, shall De deemed to be withdrawal income derived 
in that income year by the person who operated that account: 

Provided that in no case shall the withdrawal income of any 
person under this subsection exceed,-
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"(a) In the case of a person operatin~ a special farm 
ownership account or a special fishing vessel 
ownership account, $60,000 less the aggregate 
amount withdrawn from that account under 
withdrawal certificates: 

"(b) In the case of a person operating a special home 
ownership account, $10,250 less the aggregate 
amount withdrawn from that account under 
withdrawal certificates. 

"(2) Where in any income year any special farm ownership 
account or special fishing vessel ownership account is 
convened into a special home ownership account, the amount 
(if any) by which the amount standing to the credit of the 
special farm ownership account or special fishing vessel 
ownership account at the end of the 31 March immediately 
preceding the date of that conversion of that account exceeded 
the amount of $10,250 shall be deemed to be withdrawal 
income derived in that income year by the person who 
operated that account so convened. 

"(3) Where any amount is withdrawn from a special account 
under a withdrawal certificate, and the farm ownership 
requirements or the home ownership requirements or the 
fishing vessel ownership requirements (as the case may be) are 
not fulfilled in relation to that amount, that amount shall be 
deemed to be withdrawal income derived by the person who 
operated the account in the income year in which the 
Commissioner is notified under the Farm Ownership Savings 
Act 1974 or the Home Ownership Savings Act 1977 that those 
requirements were not fulfilled: 

Provided that in no case shall the withdrawal income of any 
person under this subsection exceed,-

U(a) In the case of a person who operated a special farm 
ownership account or a special fishing vessel 
ownership account, $60,000 less the aggregate of 
any amounts deemed to be withdrawal mcome 
derived by that person under subsection (1): 

U(b) In the case of a person who operated a special home 
ownership account, $10,250 less the aggregate of 
any amounts deemed to be withdrawal income 
derived by that person under subsection (1). 

"(4) Any amount that is withdrawal income derived by any 
person in any income year under this section is not gross 
mcome of that person in that year or any other year. 
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"IZ 4. Payment of withdrawal tax-( 1) Where, in respect 
of any withdrawal from any special account, any withdniwal 
income is derived by any ~rson under section IZ 3 (1), the 
authorised savings instituuon with which that account is 
operated shall withhold from the proceeds payable in respect 
of that withdrawal the amount of the withdrawal tax payable 
in respect of that withdrawal income. 

"(2) Where, in respect of the conversion of any special farm 
ownership account or special fishing vessel ownership account 
to a special home ownership account, any amount standing to 
the credit of that account is withdrawal income derived by any 
person under section IZ 3 (2), the authorised savings institution 
with which that account is operated shall deduct from the 
amount of that withdrawal income the amount of the 
withdrawal tax payable in respect of that withdrawal income. 

"(3) Any authorised savings institution that is liable to 
withhold or deduct, under sUDsection (1) or (2), the amount of 
any withdrawal tax payable by any person, shall, not later than 
the 20th of the month immediately following the month in 
which it became so liable, pay that amount to the 
Commissioner, and deliver to the Commissioner a certificate in 
the prescribed form giving such details in relation to that tax 
and to the person in respect of whom it is payable as are 
mentioned in that form, and that payment shall be deemed to 
be a payment of that tax by that person. 

"(4) Notwithstanding anything in this or any other Act, the 
amount of any withdrawal tax that any authorised savings is 
liable to withhold or deduct under subsection (1) or (2) shall in 
all cases be so withheld or deducted, and shall be payable by 
that authorised savings institution only to the Commissioner in 
respect of that tax. 

"(5) Where any authorised savings institution has failed to 
withhold or deduct the amount of any withdrawal tax pa~ble 
by any person, under subsection (1) or (2), and has paId an 
amount equal to the amount of that tax to the Commissioner 
under subsection (3), it may recover the amount so paid from 
that person. 

"(6) Any person who derives any withdrawal income under 
section IZ 3 (3) shall pay to the Commissioner, within such time 
as the Commissioner may allow, the withdrawal tax payable in 
respect of that income. 

"IZ 5. Evidence of liability in proceedings for 
recovery-Any amount that is payable to the Commissioner 
as or in respect of withdrawal tax under section IZ 4 (3) 
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or IZ 4 (6) shall be recoverable by the Commissioner in the 
same manner as if it were income tax imposed under 
section BB 1, and in any proceedings against any person 
relating to the recovery of such an amount, a certificate signed 
by the Commissioner certifying that that amount is payabfe by 
that person under this sectton shall, in the absence of proof to 
the contrary, be conclusive evidence that that amount is 
payable to the Commissioner by that person. Judicial notice 
shall be taken of the signature to any certificate given under 
this section. 

"IZ 6. Relief in certain cases-In any case where it is 
shown to the satisfaction of the Commissioner that the amount 
of withdrawal tax payable by any person in respect of any 
withdrawal income deemed to be derived by the person in 
relation to any special account operated br the person exceeds 
the aggregate of the amounts of rebate 0 income tax allowed 
in relation to that account under section KG 1, the 
Commissioner shall make such reduction in the amount of that 
withdrawal tax as the Commissioner considers to be just and 
equitable in the circumstances of that particular case. 

"IZ 7. Application of other provisions to withdrawal 
tax-Subject to this Subpart, the other provisions of this Act 
and of the Tax Administration Act 1994, as far as they are 
applicable and with any necessary modifications, shall apply 
with respect to withdrawal tax as if it were income tax 
imposed under section BB 1 of this Act; but nothing in this 
Subpart shall be so construed as to include withdrawal tax in 
the terms 'income tax' or 'tax' for the purposes of-

"(a) The provisions listed in section OZ 1 (3)(a) to (0) of this 
Act; or 

"(b) Section 120K of the Tax Administration Act 1994.". 

Amendments to Part J 
304. New Zealand superannuitant surcharge provi

sions-Section JB 1 is replaced by: 
'jB 1. Notwithstanding anything in the other provisions of 

this Act, the New Zealand superannuitant surcharge shall be 
payable by every New Zealand superannuitant in accordance 
with this Subpart, Part B and Part NI.". 

305. New Zealand superannuitant surc~ 
imposed-(I) In sectionJB 2 (3), the definition of quantity "b" 
is replaced by: 
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"b is the income tax liability of the New Zealand 
superannuitant that would have arisen in that 
income year if this Part of the Act had not been 
enacted; and". 

(2) In section JB 2 (3), the portion of the definition of 
quantity "c" before subparagraph (i) is replaced by: 

"c is the income tax liability of the New Zealand 
superannuitant that would have arisen in that 
income year if the taxable income of the New 
Zealand superannuitant was equal to the sum of-". 

(3) In section JB 2 (3), subparagraph (ri) in the definition of 
quantity "c" is replaced by: 

"(ii) Less one-half of any amount received in the 
form of a pension from a superannuation fund or an 
annuity to which section CB 9 (f) applies, where that 
one-half amount is not gross income of the New 
Zealand superannuitant; and". 

506. Determination of "other income"-( 1) In section 
JB 3 (1), subparagraph (i) in the definition of quantity "a" is 
replaced by: 

"(i) Plus one-half of any amount received in the 
form of a pension from a superannuation fund or an 
annuity to which section CB 9 (f) applies, where that 
one-half amount is not gross income of the New 
Zealand superannuitant; and". 

(2) In section JB 3 (2Xb), the definition of quantity "e" is 
replaced by: 

"e is an amount equal to such part of the superannuitant's 
taxable income, not including any amount of-

"(i) New Zealand superannuation; or 
"(ii) Specified foreign social security ~nsion,-

in the income year as, in the opInion of the 
Commissioner, relates to gross income (if any) 
derived by the superannuitant during only the period 
in which New Zealand superannuatIon was payable 
to the superannuitant; and". 

(3) In section JB 3 (2)(b), the definition of quantity "g" is 
replaced by: 

"g is an amount equal to such part of the superannuitant's 
taxable income, not including any amount of-

"(i) New Zealand superannuation; or 
"(ii) Specified foreign social security ~nsion,-

in the income year as, in the opInion of the 
Commissioner, relates to gross income (if any) 
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derived by the superannuitant during only the period 
in which New Zealand superannuation was not 
payable to the superannuitant; and". 

{4} In section JB 3 {3}, the portion before the proviso is 
replaced by: 

"{ 3} Where the Commissioner is satisfied that the other 
income of a New Zealand superannuitant included gross 
income that was received by the supc:rannuitant within a 
reasonable period after the date on which the superannuitant 
commenced or, as the case may be, ceased to be entided to 
receive New Zealand superannuation, the Commissioner may 
determine that, for the pUIJ>oses of this Subpart and Part NI, 
that gross income was receIved on a date other than the date 
on which it was received:". 

807. Determination of specified exemftion-{I} In 
section JB 4 {IXc}, in the definition of quantIty "f', the 
expression "{not including any amount of New Zealand 
superannuation}" is replaced by the expression "{calculated on 
the basis that New Zealand superannuation is not gross 
income}". 

{2} In sectionJB 4 {1}(d}, in the definition of quantity "i", the 
expression "(not including any amount of New Zealand 
superannuation)" is replaced by the expression "(calculated on 
the basis that New Zealand superannuation is not gross 
income}". 

(3) In sectionJB 4 (1}(f), in the definition of quantity "0", the 
expression "(not including any amount of New Zealand 
superannuation)" is replaced by the expression "(calculated on 
the basis that New Zealand superannuation is not gross 
income)". 

(4) Section JB 4 (2) is replaced by: 
"(2) For the purposes of subsection (1), in any case where, in 

relation to a New Zealand superannuitant and to any income 
year, an amount calculated m accordance with, as the case 
may be, item c in paragraph (b), item fin paragraph (c), item i 
in paragraph (d), item I in paragraph (e), item 0 in 
paragrapb (f), paragraph (g), or paragraph (h) of that 
subsection cannot be determined, for the p~ose of an 
assessment, under section 44 (2) of the Tax Administration Act 
1994, of the income tax liability of the New Zealand 
superannuitant by reason of the other income or taxable 
income of the spouse of the New Zealand superannuitant for 
the income year not being ascertainable at the time of the 
making of that assessment, an amount in substitution of that 
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amount shall be detennined by the Commissioner in such 
manner as the Commissioner considers fair and equitable 
having regard to the circumstances of the case and to the tenor 
of subsection (1) of this section.". 

808. Application of other provisions to surcharge
Section JB 6 is replaced by: 

'jB 6. Subject to this Subpart and Part NI, the other 
provisions of this Act and of the Tax Administration Act 1994, 
as far as they are applicable and with any necessary 
modifications, shall appfy with respect to the New Zealand 
superannuitant surcharge as if it were income tax imposed 
under Part B of this Act; but nothing in this Subpart and 
Part NI shall be so construed as to include the surcharge in the 
expressions 'income tax' or 'tax' for the purposes of the 
provisions listed in section OZ 1 (3Xa) to (0).". 

Amendments to Part K 
809. Application of section BB 10-Section KB 1 is 

repealed. 

810. Proportionate adjustment to rebates on change of 
return date-Section KB' 2 is replaced by: 

"KB 2. Where, for the purposes of section 39 of the Tax 
Administration Act 1994, a taxpayer is assessed for income tax 
on a return made for a period less than a year, the taxpayer 
shall be entitled, by way of rebates allowed under sections 
KC 1 to KC 4, only to an amount bearing to the total of such 
rebates to which the taxpayer would be entitled for a full year, 
the same proportion as the number of days in that period 
bears to the number of days in a year; and where a taxpayer is 
assessed on a return or returns for a period more than a year, 
the total of such rebates to which the taxpayer is entitled shall 
be proportionately increased.". 

811. Low income rebate-(I) Section KC 1 (2) and (3) are 
replaced by: 

"(2) For the p~ses of subsection (1), in any case where a 
taxpayer has, durmg the income year, either arrived in or 
departed from New Zealand and in respect of that part of the 
income year (being the income year in which the taxpayer so 
arrives or departs) that precedes the taxpayer's arrival ID, or, as 
the case may be, succeeds the taxpayer s departure from New 
Zealand, the taxpayer is deemed, under section OE 1, not to be 
resident in New Zealand, the net income of the taxpayer for 
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the income year is deemed to be an amount equal to the net 
income of the taxpayer in the period during which (in the 
income year) the taxpayer is personally present in New 
Zealand, increased in die proportIon that the nwnber of days 
in the income year bears to tne nwnber of days in the period. 

"( 3) For the purposes of subsection (1) and notwithstanding 
subsection (2), where the taxpayer derives gross income from 
New Zealand in the period (in the income year) that precedes 
the taxpayer's arrival in, or, as the case may be, succeeds the 
taxpayer's de~ure from New Zealand (being the period in 
respect of which the taxpayer is deemed not to be resident in 
New Zealand), the Commissioner may determine the amount 
of the net income of the taxpayer for the income year in such 
manner and in such amount as in all the circwnstances of the 
case appear equitable having regard to the class or classes of 
the gross income so derived oy the taxpayer and to the 
circumstances of the derivation of that gross income and to the 
tenor of this section. 

"(4) The amount on which a rebate calculated under 
paragraphs (b) or (c) of subsection (1) is determined, is 
calculated in accordance with the following formula: 

"a - (b - c) 

"where-
"a is the net income of the taxpayer for the income year; 

and 
"b is the aggregate amount of gross income of the taxpayer 

that is interest, dividends, royalties, rents, beneficiary 
income and taxable distributions under section HH 3 
allocated to that year in accordance with Part B; and 

"c is the aggregate amount of deductions allowed in 
deriving ilie gross income referred to in item b of this 
formula allocated to that year in accordance with Part B 
to the extent it does not exceed the amount calculated in 
item b of this formula.". 

(2) Subsection (1) shall come into force on 1 April 1997. 

S12. Rebate in certain cases for children-In section 
KC 2, the portion before paragraph (a) is replaced by: 

"KC 2. In the assessment of every taxpayer (other than an 
absentee) who at any time during any income year-". 

SIS. Transitional tax allowance-(l) Section KC 3 (1) and 
(2) are replaced by: 
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"KC 3. (1) In the assessment of every taxpayer who in any 
income year is a qualifying person, there shall be allowed as a 
rebate of income tax an amount calculated in accordance with 
the following formula: 

"where-
" . YlS-

"(i) Where the net income of the taxpayer for the 
income year is less than $6,241, $728; 

"(ii) Where the net income of the taxpayer for the 
income year amounts to or exceeds $6,241, $728 
diminished by 20 cents for each complete dollar of the 
net income that exceeds $6,240; and 

"z is the number (if any) of periods of one week, in the 
income year, in relation to each of which the taxpayer is 
a full-time earner. 

"(2) For the purposes of subsection (1), in any case where a 
qualifying ~son has, during the income year, either arrived in 
or departed from New ZeaIand and in respect of that part of 
the income year (being the income year in which the qualifying 
person so arrives or departs) that precedes the qualifying 
person's arrival in or, as the case may be, succeeds the 
qualifying person's departure from New Zealand, the 
qualifying person is deemed, under section OE 1, not to be 
resident ID New Zealand, the net income of the qualifying 
person for the income year shall be deemed to be an amount 
equal to the net income of the qualifying person for the period 
during which (in the income year) the qualifying person is 
personally present in New Zealand, increased in the proportion 
that the number of days in the income year bears to the 
number of days in that period: 

Provided that in any case where the qualifying person 
derives gross income from New Zealand in the periOd (in the 
income year) that precedes the q~ person's arrival in or, 
as the case may be, succeeds the qualifyin.g person's deJ?arture 
from New Zealand (being the period in respect of which the 
qualifying person is deemed not to be resident in New 
Zealand), the Commissioner may determine the amount of the 
net income of the qualifying person for the income year in 
such manner and in such amount as in all the circumstances of 
the case appear equitable having regard to the class or classes 
of the gross income so derived by the qualifying person and to 
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the circumstances of the derivation of that gross income and to 
the tenor of this subsection.". 

(2) In section KC 3 (3), paragraph (b) of the definition of 
"qualifying person" is repealed. 

(3) In section KC 3 (3), the definition of "remunerative work" 
is replaced by: 

" 'Remunerative work', in relation to any person, means 
work from, by, or through the performing of which 
by the person, gross income (Wlthin the meaning of 
this Act) is derived by the person.". 

314. Rebate in certain cases for housekeeper-In 
section KC 4 (1), the portion before paragraph (a) is replaced 
by: 

"KC 4. (1) In the assessment of every taxpayer (other than 
an absentee) specified in paragraph (a) or paragraph (b) or 
paragraph (c) of the defiDition of 'liousekeeper' in 
subsection (2) of this section who makes qualifying payments 
during any income year there shall be allowed as a rebate of 
income tax for that income year the smaller of-". 

315. Rebate in respect of gifts of money-In section 
KC 5 (1), the portion before paragraph (aa) is replaced by: 

"KC 5. (1) In the assessment of every taxpayer, other than 
an absentee or a company or a public autliority or a Maori 
authority or an unincorporated body, or a trustee assessable 
and liable for income tax under sections llli 3 to llli 6, HK 14, 
and HZ 2, there shall be allowed as a rebate of income tax the 
amount of any gift (not being a testamentary gift) of money of 
$5 or more matte by the taxpayer in the income year to any of 
the following societies, instituttons, associations, organisations, 
trusts, or fwids (being in each case a society, an institution, an 
association, an orgarusation, a trust, or a fund in New Zealand), 
namely:". 

316. Determination of net income-(I) In section 
KD 1 (I), the portion before paragraph (b) is replaced by: 

"KD I. (I) Notwithstanding any other provision of this Act, 
for the purposes of this Subpart, in calculating under this Act 
the net mcome or net loss of any person in any income year-

"(a) Amounts referred to in sections CB 1 (l)(a), CB 1 (l)(d), 
CB 5 (I)(f), CB 9 (a), and CB 9 (d), derived by the 
person in the income year, shall be deemed not to 
be exempt income; and". 

(2) Section KD 1 (IXcXii) and (iii) are replaced by: 
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"(ii) Any expenditure that, but for this 
subparagraph, would be allowed as a deduction, 
under any of sections DL 2, DO 3 to DO 5, and 
DZ 2 to DZ 4; and 

"(ill) Any payment in relation to the whole or any 
part of the amount of which, but for this 
subJ?aIagraph, a deduction would be allowed under 
sectlon El 3 or section El 13; and". 

(3) Section KD 1 (IXd), (e) and (f) are replaced by: 
"(d) There shall be included in annual gross income every 

amount of gross income (not 6eing gross income 
derived from the sale of a building), derived by the 
person in the income year, that, but for this 
paragraph, would, under any of sections DC 2, 
EG 19, EJ 1, EJ 2, and EN 2 to EN 4, be deemed to 
be, or to have been, derived in an income year 
other than that income year; and 

"(e) There shall not be included-
"(i) Any amount of income equalisation reserve 

deposit (not being interest payable under section 
El 2) that, in the income year, is refunded to the 
person under any of sections El 4, El 5, El 7, and 
El 9; and 

"(ii) Any amount of gross income that, under any 
of sections DC 2, EG 19, EJ 1, EJ 2, EN 2 to EN 4, 
and EZ 2, is deemed to be, or to have been, derived 
by the person in the income year, and that, were it 
not so deemed, would not be or have been gross 
income derived by the person in the income year; 
and 

"(iii) Any amount of gross income that, under 
section EZ 1, is deemed to be, or has been, derived 
by the person in the 1992-93 income year or any of 
the 4 succeeding income years; and 

"(iv) Any amount of liquor revaluation income 
that, under section EZ 2, IS deemed to be, or has 
been, derived by the person in the 1988-89 income 
year; and 

"(v) Any amount derived from the sale of a 
building that, under section EG 19, is gross income 
of the person in the income year; and 

"(vi) Any amount that, having been deposited 
under section El 11 in a person's adverse event 
income equalisation reserve account (not being 
interest payable under section El 12), is refunded to 
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the person 1.Ulder section El 14, or 1.Ulder either of 
sections El 5 and El 7 as applied by section El 15; 
and 

"(vii) Any ammmt of a net loss of a qualifying 
company that is attributed to the person as a 
shareholder of that company under section HG 16; 
and 

"(f) Where, in the incomeJear, a business or more than one 
business is carrie on by the person, there shall, in 
relation to that business, or each such business, be 
calculated 1.Ulder this Act, including this Subpart 
(that calculation being referred to in this paragraph 
and in subsection (2) as the 'specified calculation'), 
the amount that would be the net income or the net 
loss of the person for that income year if the person 
derived gross income only from carrying on the 
business, and, where that am01.Ult so calculated is a 
net loss, that business shall be deemed, for the 
purposes of this Subpart (except for the purpose of 
making the specified calculation), not to have been 
carried on by the person during the income year; 
and". 

(4) Section KD 1 (1 XgXi) is replaced by: 
"(i) For the purposes of this Act, other than the 

definition of net specified income', an amount 
equal to the amount (if any) by which the am01.Ult 
of any dividend, or the aggregate of the amounts of 
all dividends, paid by the company to the person in 
the income year is less than an amount equal to so 
much of the net income of the company for the 
income year to which, 1.Ulder and for the purposes 
of this Act, the accounting year of the company 
corresponds, as bears to that amount the same 
proportion as the total of the issued shares of the 
company (other than shares which bear a fixed rate 
of dividend only) so held by the person bears to the 
total of the issued shares of the company (other 
than shares which bear a fixed rate of dividend 
only) on the last day of that accounting year of the 
company;". 

(5) In section KD 1 (IXgXii), the definitions of quantities "c" 
and "d" are replaced by: 

"c is the net income of the company for the income year 
to which, under and for the purposes of this Act, the 
accounting year of the company corresponds; and 
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"d is the income tax liability of the company for the 
income year to which, under and for the purposes of 
this Act, the accounting year of the company 
corresponds; and". 

(6) In section KD 1 (l)(h), the portion before the proviso is 
replaced by: 

"(h) Where any person receives any distribution from a 
superannuation scheme, and an employer of that 
person (being an employer by whom the person 
continues to be employed one month after the date 
of receipt of the distribution) has made 
contributions to that superannuation scheme in the 
income year in which the distribution was received 
or in the immediately preceding 2 income years, 
that distribution shall, unless the Commissioner in 
the Commissioner's discretion determines 
otherwise, be gross income of the person and be 
deemed to be derived in the income year or years 
determined by the Commissioner as being the 
income year or years for which the contributions 
were appropriate, less an amount that the 
Commissioner determines is attributable to the 
member's contributions for any such year:". 

(7) Section KD 1 (2Xa) is replaced by: 
"(a) Where, in the income year, any asset of the person is 

used in the carrying on by the person of a business 
and another business or other businesses, there shall 
be allowed, in the making, in relation to that first
mentioned business, of the specified calculation, a 
deduction of such part (and no other part), of the 
expenditure incurred and of the allowance (if any) 
by way of depreciation (being the expenditure and 
being the allowance that, apart from 
subsection (lX£), would for the purposes of this 
Subpart, in the income year, be an allowable 
deduction in respect of or in relation to the asset), as 
the Commissioner thinks fit; and". 

(8) In section KD 1 (3), the portion before paragraph (a) is 
replaced by: 

"(3) For the purpose of determining the amount that is equal 
to so much of the net income of any person for any income 
year as, for the purposes of this Subpart, is deemed to be the 
net income for any period contained in the income year, that 
is, in relation to the ~rson, a specified period,-". 

(9) Section KD 1 (3)(c) is replaced by: 
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"(c) Notwithstanding section 38 (1) of the Tax Admini
stration Act 1994-

"(i) The gross income derived by the person in the income 
year is, to the extent that it was derived by the 
person otherwise than from employment, and 
otherwise than by way of a benefit that was an 
income-tested benefit, be deemed to have been 
derived at a unifonn daily rate throughout the 
income year; and 

"(ii) Any expenditure incurred in deriving the gross income 
to which subpar:agraph (i) applies that IS allowed as 
a deduction IS deemed to have been incurred at a 
unifonn daily rate throughout the income year.". 

(IO) In section KO 1 (4), the definition of quantity "a" is 
replaced by: 

"a is so much of the net income of the person for the 
income year that contains the specified period as, in 
the opinion of the Commissioner, is attributable to 
the specified period; and". 

S17. Allowance of credit of tax in end of year 
assessment-(I} Section KO 4 (I) is repealed. 

(2) In section KO 4 (2), the portion before paragraph (a) is 
replaced by: 

"(2) Where, in relation to any income year, a credit of tax is 
allowed under section KO 2 or KO 3 the Commissioner-". 

(3) Section KO 4 (3) is replaced by: 
"(3) Where, on receipt by the Commissioner of a tax 

deduction certificate forwarded to the Commissioner by any 
person, the Commissioner credits in payment of the income 
tax liability of the person for any income year an amount by 
way of credit of tax, and the crediting of that amount (whether 
as to the whole or part of that amount) results from the 
understatement, in the tax deduction certificate, of any 
amount by way of credit of tax that was paid to the person 
during the income year by the employer by or on behalf of 
whom that tax deduction certificate was signed (that amount 
so paid being referred to in this subsection as the 'paid 
amount'), that person and that employer shall be joindy and 
severally liable to pay to the Commissioner the amount by 
which the paid amount was so understated, and that amount 
so liable to be paid shall be deemed to have become due and 
payable on 31 May in the year next succeeding the year to the 
whole or part of which the tax deduction certificate relates.". 

(4) Section KO 4 (4) is replaced by: 
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"(4) Where the Commissioner is satisfied that the amount of 
any credit of tax under section KD 2 or KD 3 set off or 
refunded to the person in relation to any income year is in 
excess of the proper amount, the Commissioner may recover 
the excess in the same manner, with any necessary 
modifications, as if it were income tax payable by the person 
in that income year: 

Provided that where any person is a qualifying person in 
relation to whom, throughout the income year, any other 
person is a spouse, that person and that spouse shall he joindy 
and severally liable for payment of the excess, and the 
Commissioner may recover the excess in the same manner, 
with any necessary modifications, as if it were income tax 
payable by the person or, as the case may be, the spouse in 
that income year.". 

2118. Credit of tax by instalments--{l) In section KD 5 (2), 
the portion before paragraph (b Xi) is replaced by: 

"(2) Every application made under subsection (1) shall be in 
the prescribed form, signed by the person and any other 
person who, at the time at which the application is made, 
expects to be, in the elected period, a spouse in relation to that 
person, and shall set forth in relation to the signatory, or each 
signatory, to the application, a complete statement of the net 
income that is expected to be attributable to the income year 
referred to in subsection (1), and of so much of that net income 
as is expected to be attributable to the elected period, together 
with such other information as the Commissioner may require, 
and shall be accompanied by,-

"(a) In relation to any signatory who expects to derive 
income from employment evidence of the amount 
of income from emploYIllent (if any) derived by the 
person in the period of one month immediately 
preceding the date on which that application was 
made; 

"(b) In relation to any signatory who expects to derive gross 
income from a business, either-". 

(2) In section KD 5 (6)(a), the definition of quantity "x" is 
replaced by: 

"x is equal to such amount of the net income referred to 
in subsection (2) expected to be attributable to the 
part of the income year that is the part (referred to in 
this subsection as the 'calculation period') in relation 
to which the Commissioner determines that a credit 
of tax is allowable to the person; and". 
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819. Rebate for interest on home vendor mortgages
(1) In section KE 1 (1), the portion before the proVISo is 
replaced by: 

"KE 1. (1) In the assessment of every taxpayer (not being an 
absentee, or a company, or a public authority, or a Maori 
authority, or an unincorporated body, or a trustee assessable 
and liable for income tax under sections RH 3 to RH 6, HK 14, 
and HZ 2) who in any income year has derived interest in 
respect of a home vendor mortgage, there shall be allowed as a 
rebate of income tax for that income year an amount equal to 
20 cents for each complete dollar of the interest so denved:". 

(2) Section KE 1 (2) is replaced by: 
"(2) Where any taxpayer is allowed a rebate under this 

section, the interest shall not be exempt income under section 
CB 1 (1)(d).". 

820. Rebates for absentees-In section KF 3, the portion 
before paragraph (a) is replaced by: 

"KF 3. Every absentee who has derived gross income from 
that absentee's personal services (being servIces performed for 
or on behalf of any other person) while personally present in 
New Zealand in an income year shall be entitled to a rebate of 
income tax in that absentee's assessment for that income year 
of the same proportion of every rebate to which the absentee 
would have been entitled under any of the provisions of 
sections KC 1 to KC 4 if the absentee were not an absentee, as 
the proportion that, -" . 

821. Rebate for savings in special farm, fishing vessel, 
and home ownership accounts-In section KG 1 (1), the 
portion before the proviso is replaced by: 

"KG 1. (1) In the assessment of every taxpayer who in any 
income year operates a special account there shall be allowed 
as a rebate of income tax for that income year an amount 
equal to 45 cents for every complete dollar of any increase in 
savings in that account in relation to that income year:". 

822. Rebate from tax payable by persons receiving war 
pension-Section KZ 1 (1) is replaced by: 

"KZ 1. (1) Where the gross income derived in any income 
year by any taxpayer WhO, having served in the First World 
War with any naval, military, or arr forces of any part of the 
Commonwealth is, in the year in which that gross income is 
derived, in receipt of a pension granted by the Government of 
any part of the Commonwealdi in respect of the taxpayer's 
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total disablement attributable to such service, comprises gross 
income otherwise than income from employment, there shall 
be allowed as a rebate of income tax for that income year 7.5% 
of so much of the amount that would be the taxable income if 
the only gross income derived were derived by the taxpayer 
otheI'W1Se than from-

"(a) Income from employment; or 
"(b) New Zealand superannuation.". 

828. Continuation of rebates in respect of certain 
specified development projects-Section KZ 3 is replaced 
by: 

"KZ 3. (1) Notwithstanding the repeal of sections KF 1, 
NF 1 (2XaXvi), NG 1 (2)(f), and OB 5 by sections 13,21, 22, and 
26 of the Income Tax Act 1994 Amendment Act (No. 3) 1995, 
a non-resident investment company shall, in relation to the 
development projects specified in subsection (4), continue to be 
eligible for the rebates specified in subsections (2) and (3), and, 
accordingly,-

"(a) Sections NF 1 (2XaXvi) and NG 1 (2Xf) shall continue to 
apply in respect of the company; and 

"(b) Section OB 5 and the definitions of any terms relevant 
to those rebates shall be treated as continuing in 
force for the purposes of this section. 

"(2) Where the Commissioner is satisfied that, if this section 
had not been passed, the amount that would be the income 
taX liability of a non-resident investment company if the only 
gross income of the company were interest derived by it in any 
Income year from development investments would exceed the 
amount of income tax that would be payable by the company 
in respect of that interest if the company had derived the 
interest from a source in the country or territory in which the 
company is resident, the Commissioner shall allow the excess 
as a rebate of income tax: 

Provided that in any case where-
"(a) Any interest is derived by a non-resident investment 

company in any income year from development 
investments; and 

"(b) The company and the person by whom the interest is 
paid are not associated persons,-

the amount that would be the income tax liability of the 
company if the only gross income of the company were that 
interest shall not exceed 150/0 of the gross amount of that 
interest. 
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"{ 3} Where the Commissioner is satisfied that, if this section 
had not been passed, the amount that would be the income 
tax liability of a non-resident investment company, as 
determined by section NG 3, if the only ~oss income of the 
company were dividends derived by it from development 
investments would exceed the amOlUlt of income tax that 
would be payable by the company in res~ct of those 
dividends if the company had derived the diVidends from a 
source in the country or territory in which the company is 
resident, the Commissioner shall allow the excess as a rebate 
of income tax. 

"(4) This section applies to the development projects 
specified in the following orders: 

"{a} The Income Tax {Non-Resident Investment Companies} 
Order 1970 (S.R. 1970/138): 

"(b) The Income Tax (Non-Resident Investment Companies) 
Order 1972 (S.R. 1972/19): 

"(c) The Income Tax (Non-Resident Investment Companies) 
Order (No. 2) 1972 {S.R. 1972/248}: 

"{d} The Income Tax {Non-Resident Investment Companies} 
Order {No. 3} 1974 (S.R. 1974/277).". 

Amendments to Part L 
824. Determination of amount of credit in certain 

cases-{I) Section LB 1 {2} is replaced by: 
"{2} Subsection (IXa) shall not apply to a beneficiary who is 

an investor of a group investment fund in so far as the 
beneficiary derives an amount from the group investment fund 
that is category A income.". 

(2) In section LB 1 (4), the definitions of quantities "b" and 
"c" are replaced by: 

"b is the gross income of the partner as a partner of the 
partnership for the income year; and 

"c is the gross income joindy derived by the partners of 
the partnership for the income year.". 

825. Credit of tax for imputation credit-Section 
LB 2 (2) and (3) are replaced by: 

"(2) Any such credit of tax shall be credited, in so far as it 
~xtends, against the income tax liability of the taxpayer for the 
mcome year. 

"(3) There shall be no refund to the taxpayer of any credit of 
tax under this section, but where the whole of the credit of the 
tax is not credited against the income tax liability of the 
taxpayer for the income year, the taxpayer shall, in respect of 
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any amount of the credit that is not so credited, be deemed to 
have a net loss for the income year calculated in accordance 
with the following formula: 

"a 
b 

"where-
"a is the amount of the credit of tax not credited against 

the income tax liability for the income year; and 
"b is-

"(i) In any case where the taxpayer is a company, the 
basic rate of income tax for companies, expressed as a 
percentage, stated in clause 5 of Part A of Schedule 1 
and applying for the income year; and 

"(ii) In any case where the imputation credit giving 
rise to the credit of tax is category A income of the 
trustee of a group investment fund, the rate of tax 
applicable to category A income of the trustee of a 
group investment fund, expressed as a percentage, 
stated in clause 7 of Part A of Schedule 1 and applying 
for the income year; and 

"(iii) In any other case, the rate of tax deduction on 
payment of extra emoluments, expressed as a 
percentage, stated in clause 8 of Schedule 19 and 
applying for the income year.". 

526. Credits in respect of tax paid in a COUD1ry' or 
territory outside New Zealand-Section LC 1 (1), (2), (3) 
and (4) are replaced by: 

"LC 1. (1) Where a person who is resident in New Zealand 
derives gross income trom a country or territory outside New 
Zealand, income tax paid in that country or territory in respect 
of that income shall be allowed as a credit against the income 
tax liability of the person: 

Provided that if the person so resident in New Zealand has, 
as a national or member of that country or territory, paid 
income tax in that country or territory in respect of that gross 
income, there shall be allowed as a credit against the income 
tax liability of the person only such amount as does not exceed 
the amount of income tax that would have been paid by the 
person in that country or territory in respect of that gross 
mcome if the person, being resident in New Zealand, had not 
been a national or member of that country or territory. 

"(2) Where in any incomelear any beneficiary of a trust 
who is resident in New Zealan derives a taxable distribution-
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"(a) No credit shall be allowed in respect of any tax paid on 
the taxable distribution unless the tax is 
substantially of the same nature as non-resident 
withholding tax imposed under the NRWT rules; 
and 

"(b) The amount of the credit shall be calculated ID 
accordance with the following formula: 

"a x (~ ) 
"where-

"a is the tax which qualifies for a credit under 
paragraph (a); and 

"b is the amount of the taxable distribution, 
including the tax which qualifies for a credit 
under paragraph (a) derived by the 
beneficiary; and 

"c is the total amount of the distribution, 
including the tax which qualifies for a credit 
under paragraph (a) derived by the 
beneficiary . 

"( 3) A credit shall not be allowed under this section in 
respect of income tax paid in a country or a territory specified 
in Schedule 6 to the extent that the income tax is paid on the 
types of income specified in that Schedule. 

"(4) Any amount that would but for section CG 16 (6) be 
~oss income of a taxpayer in respect of an interest in a foreign 
IDvestment fund for a period will be treated as if it were gross 
income for the purpose of determining the taxpayer's 
entitlement to a credit under this section, provided that the 
amount of gross income to be taken into account in 
determining item 'a' of the formula in section LC 14 (1) is the 
taxpayer's foreign investment fund income with respect to the 
interest and the period. 

"(5) This Subpart and section BH 1, CF 6, and OE 6 of this 
Act, and section 88, 115 to 118, 131, and 132 of the Tax 
Administration Act 1994, as far as they are applicable and with 
any necessary modifications, shall, for the purposes of 
subsection (1) of this section, apply as if that subsection were a 
double tax agreement made oetween the Government of the 
country or territory outside New Zealand and the Government 
of New Zealand.". 

327. Maximum credits-Section LC 2 is replaced by: 
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"Le 2. Where, under a double tax agreement, a credit for 
foreign tax is allowed, the amount of that credit shall not 
exceed the amount of New Zealand tax calculated in 
accordance with section Le 14.". 

328. Recovery of excess credit allowed through not 
taking into account refund of foreign tax-Section 
Le 3 (a) is replaced by: 

"(a) A credit for foreign tax payable either direcdy or by 
deduction, being a tax which a taxpayer is 
personally liable to pay, has been allowed as a credit 
against that taxpayer s income tax liability; and". 

329. Foreign tax credits-controlled foreign com
panies-( 1) In section Le 4 (1), the portion before the first 
proviso is replaced by: 

"Le 4. (1) Subject to this section, where any person has for 
any income year any attributed foreign income in respect of 
an income interest in a controlled foreign companr, a credit 
shall be allowed against that person's income tax liability for 
the income tax paid or payable by that controlled foreign 
company in New Zealand or any other country or territory m 
respect of that attributed foreign income, and, for the 
purposes of this section, income tax paid or payable by a 
controlled foreign company includes any withholding tax r,aid 
or payable on l:iehalf of that controlled foreign company: '. 

(2) Section Le 4 (2) is replaced by: 
"(2) A credit shall not be allowed under subsection (1) in 

respect of income tax paid or payable in a country or territory 
specified in Schedule 6.". 

(3) Section Le 4 (4) is replaced by: 
"(4) Any person who is, for an income year, allowed a credit 

under subsection (1) in respect of attributed foreign income 
derived in respect of a controlled foreign company (referred to 
in this subsection as the 'primary controlled forei~ company') 
is entided to set off that credit against the person s income tax 
liability-

"(a) For that income year, to the extent it does not exceed 
the amount that would be the person's income tax 
liability for that year if the person did not have any 
gross income for that rear other than attributed 
foreign income derived m respect of any controlled 
foreign company resident in the same country or 
territory as that in which the primary controlled 
foreign company was resident in the accounting 
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period during which the income tax giving rise to 
the credit was paid or was payable; and 

"(b) So far as the credit cannot he set off under 
paragraph (a), for the income year immediately 
succeeding that income year, to the extent it does 
not exceed the amount that would be the person's 
income tax liability for the year if the person did 
not have any gross income for that year other than 
attributed foreign income derived in respect of any 
controlled foreign company resident in the country 
or territory as that in which the ?rimary controlled 
foreign company was resident m the accounting 
period during which the income tax giving rise to 
the credit was paid or was payable; and 

"(c) So far as the credit cannot be set off under paragraph 
(b), for the next income year to the immediately 
succeeding income year, to the extent it does not 
exceed the amount that could be offset under 
paragraph (b) if that paragraph applied to the next 
mcome year and so on.". 

(4) Section Le 4 (6) is replaced by: 
"(6) If the person who has any credit allowable is a 

company, that credit may only be carried forward to any 
succeeding income year in accordance with this section if and 
to the extent to which, had that credit heen a net loss to which 
sections lE 1 and IF 1 applied, the carry forward of that net 
loss would have been permitted by those sections and, for the 
purposes of this subsection only, that credit shall he deemed to 

be a net loss that arose on the last t:;;-~ of the income year in 
respect of which the credit was ini· yallowable.". 

(5) Section Le 4 (7)(a) is replaced by: 
"(a) No credit shall be allowed in respect of any tax paid in 

respect of that attributed foreign income unless the 
tax is substantially of the same nature as non
resident withholding tax imposed under the NRWT 
rules; and". 

(6) In section Le 4 (7)(b), the portion before the formula is 
replaced by: 

"(b) The amount of the tax for which a credit is allowed shall 
not exceed an amount calculated in accordance 
with the following formula:". 

(7) Section Le 4 (8Xa) is replaced by: 
"(a) The return shows that the person has any credit 

allowable for the year that cannot in accordance 
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with this section be set off against the income tax 
liability of that person; or". 

(8) Section LC 4 (llXa) is replaced by: 
"(a) A credit has been allowed a~t the income tax 

liability of any person; and' . 

880. Group of companies controlled foreign company 
tax credits-Section LC 5 is replaced by: 

"LC 5. (1) Where a company (in this section referred to as 
the 'primary company') has for any income year a credit in 
relauon to an income interest in a controlled foreign company 
(referred to in this section as the 'taxpaying controlled foreign 
comP:D:Y') that is allowable under section LC 4 or has been 
caITIed forward to that income year in accordance with section 
LC 4 and that credit may not be utilised by the primary 
company in that income year in accordance with section 
LC 4 (4), that credit may be set off against the income tax 
liability of another company (referred to in this section as the 
'member company') for that year in accordance with 
subsection (2) where the member company is, for the year, a 
member of the same group of comJ>3l?les as the primary 
company to the extent that the credit does not exceed the 
amount that would be the member company's income tax 
liability if its only gross income was the attributed foreign 
income derived in respect of that income year and is in respect 
of any controlled foreign company resident in the same 
country or territory as that in which the taxpaying controlled 
foreign company was resident in the accounting period in 
whicn was paid or was payable the income tax gIving rise to 
the credit. 

"(2) A credit under subsection (1) may only be allowed 
against the income tax liability of the member company where 
that credit would be able to be allowed under section IG 2 
were-

"(a) Each reference in that section to a group of companies 
to be treated as if it were a reference to a wholly
owned group of companies; and 

"(b) Each reference in that section to the loss company to be 
treated as if it were a reference to the primary 
company; and 

"(c) Each reference in that section to a net loss of the loss 
company to be treated as if it were a reference to 
the credit allowed to the primary company; and 

"(d) Each reference in that section and section GC 4 to the 
offset of a net loss against net income to be treated 
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as if it were a reference to allowance of the credit 
against the income tax liability; and 

"(e) Each reference in that section to the profit company to 
be treated as if it were a reference to the member 
company; and 

"(f) Each reference in that section to the net income of the 
profit company to be treated as if it were a 
reference to the income tax liability of the member 
company; and 

"(g) Each reference in that section (other than the references 
in subsection (9)) to sections lE 1 and IF 1 to be 
treated as if it were a reference to section LC 4; and 

"(h) The reference in section IG 2 (2Xf) to 'any net loss which 
is available to the profit company under this section' 
to be treated as if it were a reference to 'any other 
amount allowed to the member company under 
this section'; and 

"(i) Section IG 2 (4), (5), and (10) to be treated as if omitted; 
and 

"0) The reference in section IG 2 (8) to the 'same group of 
companies for the purposes of section 191 (5) 
and (7) of the Income Tax Act 1976' to be treated 
as if it were a reference to the 'same specified group 
in accordance with section 191 (4) of the Income 
Tax Act 1976',-

and to the extent to which a credit has been so allowed to the 
member company, the credit may not be allowed to or carried 
forward by the primary company.". 

881. Election in respect of foreign tax on dividend
Section LC 6 is replaced by: 

"LC 6. Where a double tax agreement provides that a credit 
in respect of the whole or a part of any foreign tax payable in 
respect of a dividend shall be allowed against the income tax 
liaoility of the person entided to the dividend only if that 
person elects to have the amount of the dividend together with 
the amount of the foreign tax payable in respect of the 
dividend included in the person's gross income or assessable 
income for the purposes of New Zealand tax, that credit shall 
not be allowed to a taxpayer unless within 4 years after the 
end of the income year in which the person derived the 
dividend, or within such further period, not exceeding 2 years, 
as the Commissioner may allow in any case or class of cases, 
the taxpayer, in addition to complying with section LC 13, 
gives to the Commissioner a notice in writing that the taxpayer 
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elects to have the amount of the dividend together with the 
amount of the foreign tax payable in respect of the dividend 
included in the taxpayer's gross income for the purposes of 
New Zealand tax for the income year in which the dividend 
was derived by the taxpayer.". 

332. Controlled foreign company tax credits of 
amalgama~ company-(I) In section Le 8 (c), "income 
tax payable by' is replaced by "income tax liability of'. 

(2) In section Le 8, the portion after paragraph (d) is 
replaced by: 
"the tax credit shall be treated as a tax credit of the 
amalgamated company and may be credited, under section 
Le 4, against the income tax liability of the amalgamated 
company in periods commencing on or after the 
amalgamation, out applying section Le 4 (in so far as its 
application is deFdent upon the application of sections lE 1 
and IF 1) as if, with respect to all times prior to the 
amalgamation, the amalgamated company did not separately 
exist and was instead die amalgamating company with the 
same holders of shares and 0rtions over shares each holding 
the same number and class 0 shares and options over shares 
as they held at the time in the amalgamating company.". 

3S3. Ordering of controlled foreign company tax 
credits of amalgamated company-In section Le 9, the 
portion before paragraph (a) is replaced by: 

"Le 9. Where tax credits of 2 or more amalgamating 
companies are permitted under section Le 8 to be credited 
against the amalgamated company's income tax liability for an 
income year, those tax credits shall-". 

334. Controlled foreign company tax credits of 
amalgamated company-(I) Section Le 10 (b) is replaced by: 

"(b) The tax credit has not, under section Le 4 or section 
Le 5, been credited against the income tax liability 
of the amal~ted company or any other company 
in respect of any period prior to the amalgamation 
(including any part of the income year in which the 
amalgamation takes place),-". 

(2) Section Le 10 (d) is replaced by: 
"(d) Under section Le 5, the tax credit could have been 

credited against income tax liability (if any) in 
respect of that part of the income year of the 
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relevant company which ends with the date of the 
amalgamation by each amalgamating company.". 

335. Controlled foreign company tax credits of 
am~ated company credited against an income tax 
liability of another company-Section Le 11 is replaced by: 

"Le 11. Where an amalgamated company is deemed Wlder 
section Le 8 to have a controlled foreign company tax credit, 
in respect of an amalgamating company which ceased to exist 
on the amalgamation, for the purposes of determining 
whether the tax credit may be credited, Wlder section Le 5, 
against the income tax liability of another company, that 
section shall be applied as if, with respect to all times prior to 
the amalgamation, the amalgamated company did not 
separately exist and was instead the amalgamating company 
with the same holders of shares and options over shares each 
holding the same number and class of shares and options over 
shares as they held at the time in the amalgamating 
company." . 

336. Controlled forei~ company tax credits of 
company credited agatnst income tax liability of 
amatgamated company-Section Le 12 is replaced by: 

"Le 12. Where a company (referred to in this section as the 
'credit company') has a controlled foreign company tax credit, 
in respect of a period which falls whony or partly before an 
amalgamation, the tax credit may be credited under section 
Le 5 against the income tax liability of the amalgamated 
company if and only if the tax credit can be so credited, by 
applying the commonality of ownership and other tests 
contained in that section severally to the credit company and 
the amalgamated company in respect of each company which 
has in the course of or before the amalgamation amalgamated 
with the amalgamated company, as if, with respect to an times 
prior to the ari:talgamation, the amalgamated company did not 
se~tely exist and was instead that amalgamating company 
With the same holders of shares and options over shares each 
holding the same number and class of shares and options over 
shares as they held at the time in the amalgamating 
company.". 

337. Information for credit to be furnished within 4, 
years-In section Le 13, the portion before paragraph (a) is 
replaced by: 
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"LC 13. A credit for forei~ tax shall not be allowed unless, 
within 4 years after the end of the income year in which arose 
the income tax liability of the taxpayer against which the 
credit is claimed, or within such furtner periOd, not exceeding 
2 years, as the Commissioner allows in any case or class of 
cases, the taxpayer claiming the credit-". 

338. Ascertainment of New Zealand income tax 
liability on foreign source income-Section LC 14 is 
replaced by: 

"LC 14. (1) Subject to subsections (2) and (3), the part of a 
taxpayer's income tax liability for an income year that is to be 
treated as ~~3a;n respect of gross inc?me of the taxpay~r 
from a pamc source or of a parucular nature that IS 

allocated to the income rear is an amount calculated in 
accordance with the followmg formula: 

"where-

"(a- b) xd c 

"a is the total of the taxpayer's gross income from that 
source or of that nature that is allocated to the income 
year; 

"b is the total of the taxpayer's allowable deductions that 
are allocated to the income year and that are 
attributable to gross income of the type referred to in 
item a; 

"c is the taxpayer's net income for the income year; and 
"d is the taxpayer's notional income tax liability for the 

income year. 
"(2) If, for an income year, the amoWlt or the total of the 

amOWlts determined under subsection (1) exceeds the 
taxpayer's notional income tax liability for the year, the 
amoWlt that is to be treated as being Fart of the taxpayer's 
income tax liability that is in respect 0 gross income from a 
particular source or of a particular nature is the amoWlt 
calculated in accordance with the following formula: 

"where-

"d -xf e 

"d has the same meaning as in subsection (1); 
"e is the total of the amoWlts calculated Wlder subsection 

(1) by the taxpayer for that income year; and 
"f is the amount calculated Wlder subsection (1). 
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"(3) If an amount calculated under subsection (1) is less than 
nil, the amount is deemed to be zero. 

"(4) For the purposes of this section, the 'notional income 
tax liability' of a taxpayer for an income year is the amount 
calculated in accordance with the following fonnula: 

"d + (g x h) 
"where-

"d is the taxpayer's income tax liability for the income year; 
"g is the amount (if any) of net losses of any other taxpayer 

that the taxpayer has offset against its net income for 
the income year in accordance with section IG 2(2); and 

"h is the taxpayer's applicable basic tax rate for the income 
" year .. 

559. Foreign tax credits of consolidated group 
members-Section LC 16 is replaced by: 

"LC 16. (1) Where any consolidated group has in respect of 
an income year a tax credit available for crediting under 
section LC 4 (1) against the income tax liability of the 
consolidated group, no part of that credit shall be treated for 
the :purposes of this Act as a tax credit available to any 
indiVIdual member company of that consolidated group. 

"(2) Where-
"(a) Any company is a member of a consolidated group in 

an income year (in this subsection referred to as the 
'specified year'); and 

"(b) The company is entided under section LC 4 to claim to 
cany forward to the specified year, and credit 
(against an income tax liability for the specified 
rear) any credit for income tax resulting- from 
mcome tax payable in any preceding mcome 
year,-

that credit shall, subject to subsections (3) and (4), be credited 
against the income tax liability (if any) of the consolidated 
group for the specified year (but must not exceed the amount 
that would be that consolidated group's income tax liability for 
the year if it had not derived any gross income other than the 
attributed foreign income derived m respect of any controlled 
foreign company or companies resident in the relevant country 
or territory) and only so far as it cannot be so credited, shall be 
elireble to be-

'(c) Credited against the income tax liability of the company 
or any other consolidated group in the speCified 
year; or 
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"(d) Carried forward by the company in accordance with 
section LC 4 to any succeeding income year; or 

"(e) Treated for the purposes of section LC 5 as a credit of 
the company carried forward to the specified year, 
in which event that credit may be credited against 
the income tax liability of any other company 
(other than the consolidated group) subject to and in 
accordance with that section. 

"(3) Where tax credits available to a consolidated group or 
to one or more member companies of the group are 
permitted, under section LC 4, or required, under this section, 
to be credited against the income tax liability of a consolidated 
group, those credits shall-

"(a) If resulting from tax payable in 2 or more income years, 
be credited in the same order as the tax was 
payable; and 

"(b) If resulting from tax payable in the same income year, 
be credited, so far as the income tax extends,

"(i) In the order elected by the consolidated 
group by notice to the Commissioner in such form 
as the Commissioner may allow; or 

"(ii) If no such election is made, on a pro rata 
basis. 

"(4) In any case where-
"(a) Subsection (2) would, except to the extent of the 

application of this subsection, require the whole or 
part of any tax credit of any company, resulting 
from income tax payable by the company in any 
income year (in this subsection referred to as the 
'preceding year'), to be credited against the income 
tax liability of a consolidated group of companies in 
a subsequent year (in this sulisecoon referred to as 
the 'subsequent year'); and 

"(b) The company was not a member of the same group of 
companies, for the preceding year or any income 
year falling between the preceding year and the 
subsequent year, as anyone or more companies 
which are members of the consolidated group in 
the subsequent year,-

the amount credited under subsection (2) against the income 
tax liability of the consolidated group in the subsequent year 
shall not exceed the aggregate of-

"(c) The amount of the credit which could be credited by the 
company in the subsequent year under section LC 4 
against lts own income tax liability were it not in 
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that subsequent year a member of a consolidated 
group of companies (its taxable income being 
nevertheless cafculated in accordance with section 
HB 2 (1)); and 

"(d) The aggregate amount which could be credited against 
theIr own income tax liability (their taxable income 
being nevertheless calculated in accordance with 
section HB 2 (1)) under section LC 5 by companies 
(other than the company) which are members of 
the consolidated group in the subsequent year if-

"(i) Neither the company nor those other 
companies were members of the consolidated 
group in the subsequent year; and 

"(ii) The company were to take all necessary steps 
under section LC 5 to permit that crediting by the 
other companies under that section. 

"(5) In any case where-
"(a) Subsection (2) would, except to the extent of application 

of this subsection and subsection (4), require the 
whole or part of any tax credit of any company 
resulting from income tax payable by the company 
in an! income year (in this subsection referred to as 
the preceding year') to be credited against the 
income tax liability of a consolidated group of 
companies in a subsequent year (in this subsection 
referred to as the 'subsequent year'); and 

"(b) The company was a member of the consolidated group 
for part only of the subsequent year,-

the amount of tax credit credited under subsection (2) against 
the income tax liability of the consolidated group in the 
subsequent year shall not exceed the lesser of-

"(c) The excess (if any) of the amount of tax credit of the 
company for the preceding year required, but for 
the application of this subsection and subsection (4), 
to be credited against the income tax liability of the 
consolidated group in respect of the subsequent 
year over the aggregate 01-

"(i) Any income tax liability of the company in 
the subsequent year in respect of any period prior 
to the company being a member of the 
consolidated group (calculated by applying the 
provisions of section FD 9 (2)) against which income 
tax liability that tax credit would be able to be 
credited under this Act; and 
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"(ii) Any part of the tax. credit required, under 
subsection (2) of this section, to be credited against 
the income tax. liability for the subsequent rear of 
another consolidated group of companies 0 which 
the company was a member during the subsequent 
year prior to the company being a member of the 
consolidated group; and 

"(d) The amount (if any'), as shown in adequate and 
sufficiently detailed accounts furnished to the 
Commissioner with the consolidated group's return 
of income for the income year, of the consolidated 
group's income tax liability' for the income year 
(being the income tax liability against which that 
tax. credit could be credited uncfer this Act) as is 
reasonably and fairly allocable to the part of the 
income year during which the company was a 
member of the consolidated group.". 

340. Tax deductions to be credited against tax 
assessed-(1) Section LD 1 (1) is replaced by: 

"LD 1. (1) Every employee who is required to furnish or who 
furnishes to the CommissIOner a return of income shall, except 
where the Commissioner otherwise directs, forward to the 
Commissioner with the return all tax deduction certificates 
delivered to the employee in respect of tax. deductions made in 
the income year from source deduction payments made to the 
employee.". 

(2) In section LD 1 (2), the portion before the proviso is 
replaced by: 

"(2) Where the Commissioner receives from an employee 
any tax deduction certificates in respect of tax. deductions 
made in the income year from source deduction payments 
made to the employee, or receives the amount of any tax. 
deduction so made and not included in any tax. deduction 
certificate, and the Commissioner has made an assessment of 
the income tax. liability in respect of the employee in the 
income year or is satisfied that no income tax is payable, the 
Commissioner shall credit. the total of the amounts of the tax. 
deductions (but not including any :penalties) shown in the 
certificates, or received by the COmmISsioner but not included 
in any tax. deduction certificate, successively against-

"(a) The income tax. liability (if any) of the employee for the 
income year; 
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"(b) The income tax liability (if any) of the employee that 
has not otherwise been satisfied for any year before 
that income year; 

"(c) The income tax liability (if any) of the employee that has 
not otherwise been satisfied for any year after that 
income year and, if more than one, In the order of 
those years; 

"(d) The provisional tax (if any) that is due by the employee 
and unpaid for any income year after that income 
year and, if more than one, in the order of those 
years,-
and shall refund to the employee in accordance 
with section MD 1 of this Act, and the Tax 
Administration Act 1994, an amount equal to the 
tax deductions not so credited:". 

(3) Section LD 1 (3) is replaced by: 
"(3) If the amount credited by the Commissioner under 

subsection (2Xb) is less than the income tax liability referred to 
in that subsection, the Commissioner shall apply the amount 
so credited in satisfaction, so far as the amount extends, of 
such income tax liability as the Commissioner determines.". 

(4) In section LD 1 (5), the portion before paragraph (a) is 
replaced by: 

"(5) Where the Commissioner has credited in satisfaction of 
an income tax liability or made a refund in respect of an 
amount shown in a tax deduction certificate which-". 

841. Non-resident withholding tax-credit aIlowed
Section LD 2 is replaced by: 

"LD 2. There shall be allowed as a credit against the income 
tax liability of a person for an income year an amount equal to 
the non-resident withholding tax (but not including any 
penalties) deducted from the non-resident withholding income 
of that person and paid to the Commissioner in respect of that 
non-resident withholding income.". 

842. R.esident withholding tax deductions to be 
credited against income tax assessed-Section LD 3 (2Xa), 
(b), (c), and (d) are replaced by: 

"(a) The income tax liability (if any) of the person for that 
income year; and 

"(b) The income tax liability (if any) of the person that has 
not otherwise been satisfied for any year before that 
income year; and 
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"(c) The income tax liability (if any) of the person that has 
not otherwise been satisfied for any year after that 
income year and, if more than one, m the order of 
those years; and 

"(d) The provisional tax (if any) that is due by the person and 
unpaid for any income year after that income year 
ana, if more than one, in the order of those 

" years,- . 

848. Allowance for provisional tax paid by agent
Section LD 6 is replaced by: 

"LD 6. Where an agent is liable to pay any amount of 
provisional tax on behalf of the agent's principal, any amount 
paid by the agent shall be credited against the principal's 
account on the date on which that payment is made.". 

844. Provisional tax to be credited against income tax 
liability-Section LD 7 is replaced by: 

"LD 7. The provisional tax paid by a taxpayer for an income 
year shall be credited against the taxpayer's income tax 
liability for that year.". 

845. Credit of tax for dividend withholding payment 
credit in hands of shareholder-Section LD 8 (1 Xb) is 
replaced by: 

"(b) The credit of tax shall be credited, so far as it extends, 
against the taxpaxer's income tax liability for the 
income year; and '. 

846. R.efund to non-resident or exempt shareholders
(1) Section LD 9 (1 Xb) is replaced by: 

"(b) A person who is resident in New Zealand and for whom 
the dividend is exempt income otherwise than by 
virtue of section CB 10 or section CZ 4,-". 

(2) Section LD 9 (2Xa) is replaced by: 
"(a) Shall not exceed the amount of the dividend 

withholding payment credit that would be included in that 
gross income m accordance with section CF 6 or section 
LB 1:". 

847. Purpose of Subpart-Section LE 1 is replaced by: 
"LE 1. Subject always to its express provisions, the purpose 

of this Subpart is to allow a company that pays to a non
resident investor a dividend with an imputation credit 
attached, and a supplementary dividend to the same investor, 
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a credit of tax calculated by reference to the imputation credit 
which is equal to and sufficient to fund the supplementary 
dividend. " 

348. Credits in respect of dividends to non-resident 
investors-Section LE 2 is replaced by: 

"LE 2. (1) This section applies if a company resident in 
New Zealand pays in an income year with respect to its own 
shares-

"(a) A dividend (referred to in this section as the 'dividend'); 
and 

"(b) A single supplementary dividend with respect to the 
dividend,-

derived by a person not resident in New Zealand. 
"(2) The company is entided to a credit against its income 

tax liability calculated under the following formula: 

"ICX( R) 120 

where IC is the imputation credit (if any, and calculated having 
re~ to subsections (9) and (10)) attached to the dividend. 

'(3) If anI part of the tax credit cannot be set off under 
subsection (2) against the company's income tax liability for 
the year in which the supplementary dividend was paid, the 
company may-

"(a) Elect under subsection (4) that the excess credits be set 
off against any other income tax liability of the 
company or an income tax liability of another 
company; and 

"(b) If and to the extent that the excess credit cannot be set 
off against an income tax liability as a result of an 
election under subsection (4), carry forward the 
excess credit under subsection (5) to a later income 
year. 

"(4) If an)' part of the tax credit cannot be set off under 
subsection (2) against the company's income tax liability and 
the company so elects, by notice in writing to the 
Commissioner with the company's return of income for the 
income year, the excess credit (so far as it extends) will be set 
off against the income tax liability-

"(a) For the income year in which the supplementary 
dividend is paid, of any other company that is for 
that income year (or in any case where one of the 
companies exists for part only of the income year, 
at all times in the income year at which the 2 
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companies both exist) in the same wholly-owned 
group of companies as the company; or 

"(b) For any of the 4 mcome years immediately preceding 
the income year in which the suppfementary 
dividend is paid (being in each case the 1993-94 
income year or a subsequent income year), of-

"(i) The company; or 
"(ii) Any other company which is, for both the 

income year in which the supplementary dividend is 
paid and the relevant preceding income year (or, in 
any case where one of the companies exists for part 
only of the relevant income year, at all times in the 
relevant income year at which the 2 companies 
both exist) in the same wholly-owned group of 
companies as the company. 

"(5) A company which has an excess credit for an income 
year (referred to in this section as the 'original income year') 
may carry the excess credit forward to the succeeding or a 
later income r,ear (referred to in this section as the 'year of 
~ forward) if and only if there is a group of persons

"(a) The aggregate of whose minimum voting interests in 
the company in the period from the neginning of 
the origfual income year to the end of the year of 
carry fOrward (in this subsection referred to as the 
'continuity period') is equal to or greater than 49%; 
and 

"(b) In any case where at any time during the continuity 
period a market value circumstance exists in respect 
of the company, the aggregate of whose minimum 
market value interests in the company in the 
continuity period is equal to or greater than 49%,-

and, for the purposes of this subsection, the minimum voting 
interest or mmimum market value interest, as the case may be, 
of any person in the company in the continuity period shall be 
equal to the lowest voting interest or market value interest, as 
the case may be, in the company that that person has during 
the continuity period. 

"(6) If a company has carried forward any excess credit to a 
year of carry forward, the excess credit is to be set off in the 
first instance against the income tax liability of the company 
for the year of carry forward, to the extent that the credit does 
not exceed the income tax liability for that year after allowing 
for any credit under section Le 1. 

"(7) If any part of the excess credit cannot be set off under 
subsection (6) against the company's income tax liability for 
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the year of carry forward, and the company so elects by notice 
in writing to the Commissioner with the company's return of 
income fOr the year of carry forward, the excess credit is to be 
set off against the income tax liability for the year of cany 
forward of any other company that is in the same wholly
owned group of companies as the company for both the year 
of carry forward and the original income year (or, in any case 
where one of the companies exists for part only of the relevant 
income year, at all times in the relevant income year at which 
the 2 companies both exist). 

"(8) If and to the extent that an excess credit is set off 
against an income tax liability under subsection (4) or 
subsection (6) or subsection (7), the excess credit ceases to be 
available otherwise to be carried forward or credited under this 
section. 

"(9) The benchmark dividend provisions of sections ME 8 
and MG 8 and the provisions of section GC 22 apply as if the 
company had never paid the supplementary dividend. 

"(10) The maximum imputation credit ratio and benchmark 
dividend provisions of section ME 8 and the provisions of 
section GC 22 apply as if the imputation credit attached to the 
dividend were increased by an amount equal to the tax credit 
calculated with respect to the dividend under subsection (2). 

"(11) If the company pars such a supplementary dividend 
with respect to all shares 0 the relevant class held by persons 
not resident in New Zealand, the payment of the 
supplementary dividend with respect only to certain shares of 
that class is not to be treated as contravening-

"(a) Any provision of the Companies Act 1955, or section 53 
of the Companies Act 1993; or 

"(b) Any provision of the company's articles of association or 
constitution (not being a provision which expressly 
refers to this subsection); or 

"(c) Any rule of law-
that would otherwise prohibit the payment by the company at 
the time of dividends of different amounts in relation to shares 
of the class. 

"(12) If a trustee derives the dividend and is required under 
the terms of the trust to distribute it as beneficiary income to a 
beneficiary, the distribution by the trustee of the 
supplementary dividend to the same beneficiary is not to be 
treate~ as contravening any term of the trust.". 

349. Special rules for holding companies
(1) Section LE 3 (3 X e) is replaced by: 
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"(e) Dividends derived by the fonner section LE 3 holding 
company are exempt income other than under 
section CB 10.". 

(2) Section LE 3 (6) is replaced by: 
"(6) Where section CB 10 (2) would otherwise apply to the 

dividend, the dividend is exempt income under that section 
only to the extent to which it exceeds the amount calculated 
under the following formula: 

"(IC + SD) x ( (1 ~ T) ) + IC 

"where-
"IC is the amount of imputation credit attached to the 

dividend; and 
"SD is the amount of the supplementary dividend; and 
"T is the basic rate of income tax for companies, expressed 

as a percentage, stated in clause 5 of Part A of 
Schedule 1 and applying in respect of the income 
year,-

and the imputation credit will be deemed, for the purposes of 
section LB 2, to be included in the part of the dividend which is 
not exempt income.". 

(3) Section LE 3 (8) is replaced by: 
"(8) The supplementary dividend is not exempt income 

under section CB 10 (2).". 
(4) Section LE 3 (10) and (11) are replaced by: 
"(10) If in an income year a section LE 3 holding company 

derives a supplementary dividend, the maximum amount of 
net losses that the company may offset against its net income 
for the year is the amount calculated under section IF 7.". 

350. Underlying foreign tax credits generally, and 
interpretation-In section LF 1 (2XaXv), "section BB 11" is 
replaced by "section BH 1". 

351. Dividends from lower-tier companies-In 
section LF 4 (2) in the definition of quantity "d", "rate of 
resident companies' tax" is replaced by "basic rate of income 
tax for companies". 

352. Dividends from grey list companies-(I) In 
section LF 5 (1) in the definition of quantity "b", "rate of 
resident companies' tax" is replaced by "basic rate of income 
tax for companies". 
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(2) In section LF 5 (3), "section BB 11" IS replaced by 
"section BH 1". 

353. Interest paid in conduit financing arrange
ments-(I) Section LF 7 (aXi) is replaced by: 

"(i) Incurs any interest expenditure that is an 
allowable deduction under this Act; or". 

(2) In section LF 7, the portion after paragraph (f) and before 
the formula is replaced by: 
"no deduction shall be allowed in calculating the net income of 
the company for such interest or expenditure incurred in the 
income year except where and to the extent that the 
aggregate of such interest or expenditure incurred in the 
income year exceeds the amount calculated in accordance 
with the following formula:". 

(3) In section LF 7, subparagraph (ii) of the definition of 
quantity "b" is replaced by: 

"(ii) Gross income deemed to be derived by the 
company under the qualified accruals rules in 
respect of the financial arrangement in respect of 
which the interest or expenditure is incurred, 
during any preceding income year in which the 
financial arrangement was held, at all times during 
the existence of the financial arrangement, by the 
first foreipn company or the associate (as the case 
may be).' . 

Amendments to Part M 
354. Application of provisional tax rules-Section MB 1 

is repealed 

355. Amount of provisional tax payable-(I) In section 
MB 2 (2), the portion before paragrapn (a) is replaced by: 

"(2) Notwithstanding subsection (1) or any other provision of 
the provisional tax niles, no person shall be obliged to pay 
proVISional tax in any income year if -". 

(2) Section MB 2 (4Xa) is replaced by: 
"(a) The Commissioner assesses or reassesses the income tax 

liability of a taxpayer after the due date for 
payment of the tax; and". 

(3) Section MB 2 (5) is replaced by: 
"(5) Where any provisional taxpayer carrying on the 

business of providing life insurance is liable for Income tax in 
accordance with the life insurance rules, that taxpayer shall at 
the time of determining the provisional tax payable for that 
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income year provide to the Commissioner details of the 
calculation of that provisional tax, including, in particular, the 
extent to which the amount of that provislonal tax relates to 
the policyholder base.". 

356. Voluntary payments-Section MB 6 is replaced by: 
"MB 6. A taxpayer may at any time make voluntary 

payments to the Commissioner of such amounts as the 
taxpayer thinks fit by way of provisional tax, being either

"(a) Tax in respect of the taxpayer's income tax liability for 
an income year in which that taxpayer is not a 
provisional taxpayer; or 

"(b) Tax in excess of the provisional tax payable by a 
provisional taxpayer for that income year.". 

357. Provisional tax of consolidated group members
Section MB 7 (IXa) is replaced by: 

"(a) Each comFY that is a member of a consolidated group 
in an mcome year shall, subject to section HB 1 (5), 
be jointly and severally liable for the amount of 
provisional tax payable by the consolidated gy:oup 
to be credited against the mcome tax liability of the 
group for that income year, and that joint and 
several liability shall be in substitution for any 
individual liability of those companies under the 
provisional tax rules in respect of an income tax 
liability for that income year (to the extent the 
income tax liability arises while the company is a 
member of the consolidated group); and". 

358. Offset of further income tax-{I) Section MB 10 (1) 
is replaced by: 

"MB 10. (1) For the purposes of sections MB 2 and MB 5, 
where, in accordance Wlth section ME 9, a company applies an 
amount of tax by way of further income tax in payment of any 
instalment of provisional tax for which the company becomes 
liable after the date of payment of the further income tax, the 
instalment of provisional tax shall be satisfied by the amount 
of the further income tax, so far as that amount extends.". 

(2) In section MB 10 (2), the portion after paragraph (a) is 
replaced by: 

"(b) Instalments subsequent to that instalment, in the order 
in which they fall due and payable, so far as the 
amount of the further income tax extends,-
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and the amount shall be deemed to be provisional tax and to 
have been paid on the date on which the instalment so 
credited was due and payable.". 

559. Application of other provisions to provisional 
tax-Section MB 12 is replaced by: 

"MB 12. Subject to the provisional tax rules, the other 
provisions of this Act and of the Tax Administration Act 1994 
shall, except where otherwise specified, apply with respect to 
every amount that any person is liaole to pay to the 
Commissioner under the provisional tax rules as if the amount 
were income tax imposed under section BB 1 of this Act.". 

560. Assessment and payment of terminal tax
(1) Section MC 1 (1) is repealed. 

(2) Section MC 1 (2) is replaced by: 
"(2) Notwithstanding section NC 17 (2), terminal tax of a 

provisional taxpayer shall be due and payable on the 7th of the 
month specified ID Schedule 13.". 

561. Payment of tax-Section MC 2 is replaced by: 
"MC 2. (1) Terminal tax payable in respect of any income 

year by any company which does not have a fixed 
establishment in New Zealand and which is not deemed to be 
resident in New Zealand shall be due and payable on 7 
February in the year next succeeding the income year. 

"(2) Terminal tax payable in respect of any income year by 
any person (other than a company to which subsection (1) 
applies) shall be due and payable on the 7th of the month 
specified in Schedule 13.". 

562. Application of income tax or dividend with
holding payments not refunded-Section MD 4 is replaced 
by: 

"MD 4. For the purposes of the imputation rules, the 
dividend withholding payment rules, and the consolidation 
rules, where any amount of overpaid income tax or overpaid 
dividend withholding payment wruch has been credited to the 
imputation credit account or dividend withholding payment 
account of a company, or a consolidated group as the case 
may be, is not refunded and is applied by the Commissioner 
towards the satisfaction of another amOlUlt of income tax 
liability or provisional tax instalment or the satisfaction of 
another amount of dividend withholding payment, the 
application of the amount overpaid shall not give rise to 
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another credit in the company's or group's imputation credit 
account or dividend withholding payment account.". 

868. Companies required to maintain imputation 
credit account-Section ME 1 (2Xb), (c), (d), and (e) are 
replaced by: 

"(b) A company resident in New Zealand but not subject to 
tax in respect of part or all of its income under a 
double tax agreement, where the company is, for 
the purposes of the double tax agreement, treated 
as not fieing a resident of New Zealand; or 

"(c) A company acting only in the capacity of trustee (not 
bemg a company that is a group investment fund 
that derives category A income); or 

"(d) A company whose constitution prohibits it from making 
any distribution of any kind to any proprietor, 
member, or shareholder of the company; or 

"(e) A company which derives only exempt income (not 
being exempt income under section CB 10 or 
section CZ 4); or". 

864. Credits arising to imputation credit account
(1) The portion before subparagraph (i) of section ME 4 (IXa) is 
replaced by: 

"(a) The amount of any income tax paid by the company 
during the imputation year that will be applied in 
satisfaction of the income tax liabilitY, (if any) of the 
company for the year other than- '. 

(2) Section ME 4 (IXaXii), (ill), and (iv) are replaced by: 
"(ii) In the case of a company carrying on a 

business of providing life msurance to which 
section CM 16 applies, income tax paid to the 
extent that income tax does not exceed the 
company's policyholder base income tax liability for 
the year: 

"(ill) In the case of a company that is a group 
investment fund deriving category A income, 
income tax paid to the extent that income tax does 
not exceed the company's schedular income tax 
liability in respect of the category A income 
calculated under section BC 3 (2) for the year: 

"(iv) In the case of a company that becomes an 
imputation credit account company during the 
imputation year, income tax paid to the extent that 
income tax does not exceed the amount that would 
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have been the company's income tax liability for 
the year, if the year ended on the day immediately 
preceding the day on which the company became 
an imputation credit account company:". 

(3) Section ME 4 (3) is replaced by: 
"(3) For the purposes of subsection (1)(f) of this section, a 

credit shall not anse to the extent that, in accordance with 
subsection (2) or subsection (3) of section NH 3, payment of all 
or part of a dividend withholding payment 18 satisfied by 
reducing a net loss.". 

365. Debits arisi~g to imputation credit account
(1) Section ME 5 (1Xe)(ii) is replaced by: 

"(ii) The refund is in respect of income tax paid 
that was applied in satisfaction of an income tax 
liability for an income year-

"(A) During which the company was not an 
imputation credit account company; or 

"(B) During only part of which the company was 
an imputation credit account company, in 
which case the debit to the company's 
imputation credit account shall oe the 
amount calculated in accordance with the 
following formula: 

"( a ) 365 xb 

"where-
"a is the number of days in the year 

during which the company was an 
imputation credit account 
company; and 

"b is the amount of the refund; or". 
(2) The portion of section ME 5 (1)(1) before subparagraph (i) 

is replaced by: 
"(I) The amount of any overpaid income tax that the 

Commissioner applies towards the satisfaction of an 
amount (other than an income tax liability or an 
instalment of provisional tax) that is due and 
payable under any provision of this Act or any 
other of the Inland Revenue Acts, except to the 
extent that the amount applied-". 

(3) Section ME 5 (1)(m) is replaced by: 
"(m) The amount of any overpaid dividend withholding 

payment that the Commissioner applies, at a time 
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when the company is not a dividend withholding 
payment account company, towards the satisfaction 
of an amount (other than a dividend withholding 
payment or an income tax liability or an instalment 
of provisional tax) that is due and payable under 
thiS Act or any other of the Inland Revenue Acts:". 

866. Allocation rules for imputation credits-In 
section ME 8 (1) in the definition of quantity "a", "rate of 
resident companies' income tax" is replaced by "basic rate of 
income tax fOr companies". 

867. Further tax payable where end of year debit 
balance, or when company ceases to be imputation 
credit account company-Section ME 9 (5) is replaced by: 

"(5) Where a company pays any further income tax for 
which it is liable under this section, that tax may be credited 
a~t any income tax liability that arises or any instalment of 
provisional tax in accordance with section MB 10 for which the 
company becomes liable after the date of payment of the 
further Income tax.". 

568. Credits arising to imputation credit account of 
group-Section ME 11 (1)(a) and (b) are replaced by: 

"(a) The amount of any income tax paid during that 
imputation year by that consolidated group that will 
be applied in satisfaction of the income tax liability 
(if any) of the group except to the extent that such 
income tax-

"(i) Would not, if the group were a single 
company, .~ve rise to a credit by virtue of section 
ME 4 (1 }(aXi) to (viii); or 

"(ii) Is paid by way of a crediting of further 
income tax under section ME 13 (6): 

"(b) The amount of any income tax deemed under section 
MB 9 to be paId during the imputation year by the 
consolidated group:". 

569. Debits arising to imputation credit account of 
group-(I) In section ME 12 (lXd), the portion before 
subparagraph (i) is replaced by: 

"(d) The amount of any refund of income tax paid to the 
consolidated group during the imputation year that 
was applied towards the satisfaction of an income 
tax liability of the consolidated group or that was 
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paid as an instalment of provisional tax of the 
consolidated group except to the extent that -" . 

(2) In section ME 12 (1)(1), the portion before subpara
graph (i) is replaced by: 

"(1) The amount of any overpaid income tax paid by the 
consolidated group that the Commissioner applies 
towards the satisfaction of an amount (other than 
an amount of income tax) that is due and payable 
by a company that is a member of the consolidated 
group under any provision of this Act or any other 
of the Inland Revenue Acts, except to the extent 
that the amount applied-". 

870. Debiting and crediting between consolidated 
group and inmvidual companies-Section ME 13 (6) is 
replaced by: 

"(6) Where at any time-
"(a) A company has paid any further income tax under 

section ME 9 in respect of a debit balance in its 
individual imputation credit account; and 

"(b) The company is entided under section ME 9 (5) to credit 
that further income tax against any income tax 
liability of the company that arises or any 
instalment of provisIOnal tax for which the 
company becomes liable at or after that time; and 

"(c) The company is at that time a member of a 
consolidated group,-

that further income tax may be credited against-
"(d) Any income tax liability of the group that arises at or 

after that time; or 
"(e) Any instalment of provisional tax in accordance with 

section MB 10 for which the group becomes liable 
at or after that time,-

and, to the extent so credited, the further income tax shall not 
be available to be credited under section ME 9 (5).". 

371. Credits and debits arising to ~1icyholder credit 
account of company-Section ME 18 (3Xa) is replaced by: 

"(a) The amount of any credit balance in the account that 
the company elects in accordance with section 
ME 19 to use as a credit against the company's 
policyholder base income tax liability:". 
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372. Use of credit balance to credit against company's 
policyholder base income tax liability, or transfer of 
credit balance to company's imputation credit 
account-Section ME 19 (I) and (2) are replaced by: 

"ME 19. (I) A policyholder credit account company may 
elect that all or part of any credit balance in its policyholder 
credit account at the time of the election shall be credited 
against any policyholder base income tax liability of the 
company, or provisional tax payable by the company in 
respect of its policyholder base. 

"(2) A company shall make an election under subsection (1) 
by recording the amount in respect of which it makes the 
election as a debit in its policyholder credit account, and any 
amount so recorded as a debit in accordance with 
subsection (I) shall be credited against any policyholder base 
income tax liability of the company or provisional tax payable 
by the company in respect of Its policyholder base.". 

373. Credit balance may be transferred on transfer of 
life insurance business-Section ME 19A (1)(a) is replaced 
by: 

"(a) The transfer meets the requirements set out in 
paragraphs (a) to (d) of section CM 18 (2); and". 

374. Credits and debits arising to ~licyholder credit 
account of person-(I} Section ME 23 (4Xa) is replaced by: 

"(a) Any of the credit balance of the account that the person 
elects in accordance with section ME 24 to use as a 
credit a~t the policyholder base income tax 
liability of the person;". 

(2) In section ME 23 (6), the portion before paragraph (aXii) is 
replaced by: 

"(6) Notwithstanding any provision of this section, in the 
case of any policyholder credit account person not resident in 
New Zealand to whom section CN 3 applies-

"(a) A credit shall only arise to that person's policyholder 
credit account by virtue of income tax paid to the 
extent that it does not exceed-

"(i) The amount of income tax liability that would 
have arisen in respect of the person's taxable 
income if the sole activity of the person carrying on 
a business of providing life insurance consisted of or 
related to anyone or more policies of life insurance 
for which that life insurer is the insurer which were 
offered or entered into in New Zealand (whether or 
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not executed in New Zealand and whether or not 
the life insurer has a fixed establishment in New 
Zealand or has an agent in New Zealand); or". 

575. Use of credit balance to reduce income tax
Section ME 24 is replaced by: 

"ME 24. (1) A policyholder credit account person may elect 
that all or any part of the credit balance in the policyholder 
credit account of that person at the time of election shall be 
credited against any policyholder base income tax liability of 
the person or provisional tax payable in respect of the person's 
policyholder l>ase. 

"(2) A person shall make an election under this section by 
recordin~ the amount in respect of which the election is made 
as a deblt in the person's policyholder credit account, and any 
amount recorded as a debit in accordance with this section 
shall be credited against any policyholder base income tax 
liability of the person or proVISional tax payable by the person 
in respect of die person's policyholder base.". 

576. Credits and debits arising, to group policyholder 
credit account-Section ME 26 (4Xa) is replaced by: 

"(a) The amount of any credit balance in the account that 
the nominated company for the group elects in 
accordance with sectIon ME 28 (2) to use as a credit 
against the policyholder base income tax liability of 
the group:". 

577. Application of J»Olicyholder credit account 
provisions to consolidated group, etc.-Section ME 28 (1) 
and (2) are replaced by: 

"ME 28. (1) The nominated company for a consolidated 
group may elect that all or part of any credit balance in the 
group's policyholder credit account at the time of the election 
shall be credited against any policyholder base income tax 
liability of the group or proVISional tax payable by the group, 
in respect of its policyholder base. 

"(2) An election under subsection (1) shall be made by 
recording the amount in respect of which the nominated 
company makes the election as a debit in the group's 
policyholder credit account, and any amount so recorded as a 
debit in accordance with this subsection shall be credited 
against any policyholder base income tax liability of the group 
or provisional tax payable by the group in respect of its 
policyholder base.". 
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878. Statuto~roducer board may determine to attach 
imputation ·t to certain distributions-In section 
ME 30 (2), the portion after paragraph (a) is replaced by: 

"(b) All or any part of that cash distribution would, were it 
not for this section, be allowed as a deduction to the 
producer board, whether as a rebate under section 
HF 1 or otherwise,-

elect, on or before the day it makes the distribution, not to 
claim the amount of the cash distribution as an allowable 
deduction; and where a producer board so elects the amount 
of the cash distribution shall, to the extent it is not an 
allowable deduction, be deemed for the purposes of this Act to 
be a dividend.". 

879. Amount of imputation credit to be attached to 
cash distribution-In section ME 31 (1) in the definition of 
quantitY: "b", "rate of resident companies' income tax" is 
replaced by "basic rate of income tax for companies". 

880. Notional distribution deemed to be dividend-In 
section ME 33 (1) in the definition of quantity "b", "rate of 
:esident companies' inC?~~ tax" is replaced by "basic rate of 
mcome tax fOr comparues . 

881. Co-operative company may make annual 
determinatIon to attach Imputation credit to certain 
distributions-In section ME 35 (2), the portion after 
paragraph (a) is replaced by: 

"(b) All or any part of that cash distribution would, were it 
not for this section, be allowed as a deduction to the 
co-operative company, whether as a rebate under 
sectton HF 1 or otherwise,-

elect, on or before the day it makes the distribution, by notice 
in writing to the Commissioner, not to claim the amount of the 
cash distribution as an allowable deduction; and where a co
operative company so elects the amount of the cash 
distribution shall, to the extent it is not an allowable deduction, 
be deemed for the purposes of this Act to be a dividend.". 

882. Amount of imputation credit to be attached to 
cash distribution-In section ME 36 (1) in the definition of 
quantity: "b", "rate of resident companies' income tax" is 
replaced by "basic rate of income tax for companies". 
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888. Notional distribution deemed to be dividend-In 
section ME 38 (1) in the definition of quantity "b", "rate of 
:esident companies' inc<;>Il~~ tax" is replaced by "basic rate of 
lncome tax fOr compames . 

884. Special debits arising to imputation credit 
account of unit trust or group investment fund-In 
section ME 41 (2Xb), the definitions of quantities "b" and "c" 
are replaced by: 

"b is the taxable income of the comIJany or, as the case 
may be, the consolidated grouJ? for the income year 
in which the dividends are denved; and 

"c is the income tax liability of the company or, as the 
case may be, the consolidated group for the income 

" year .. 

885. Credits and debits arising to branch equivalent 
tax account of company-(I) Sectlon MF 4 (1)(a), (b) and (c) 
are replaced by: 

"(a) An amount (not less than nil) calculated in accordance 
with the following formula: 

"a x b ---d-e 
c 

"where-
"a is the amount of the company's income tax 

liability for any income year (being the 1988-
89 income year or a later income year); and 

"b is the amount that is the lesser of-
"(i) The amount of any attributed foreign 

income derived by the company for the 
income year; and 

"(ii) The taxable income of the company 
for the income year; and 

"c is the taxable income of the company for the 
income year; and 

"d is the amount of any foreign tax credit 
allowed in accordance with section LC 4 or 
section LC 5 that is set off against the 
company's income tax liability for the income 
year; and 

"e is the amount set off against the company's 
income tax liability for the income year by 
way of crediting the debit balance in the 
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branch equivalent tax account of the 
company or any other company: 

"(b) An amount calculated in accordance with the following 
formula-

"fx g 
"where-

"f is the lesser of-
"(i) The attributed foreign income derived 

by the company in the income year; and 
"(ii) The amoWlt (including zero) of 

available net losses offset by the company 
~gainst the company's net income for the 
mcome year; and 

"g is the basic rate of income tax for companies, 
expressed as a percentage, stated in clause 5 
of Part A of Schedule 1 and applying in 
respect of the income year: 

"(c) The amoWlt of any debit balance in the accoWlt that the 
company elects in accordance with section MF 5 to 
set off against the income tax liability of the 
company or of another company:". 

(2) Section MF 4 (2)(b) is replaced by: 
"(b) In the case of a credit referred to in paragraph (c) of 

that subsection, on the date the company elects in 
accordance with section MF 5 to set off the amount 
against the income tax liability of the company or 
of another company:". 

(3) Section MF 4 (3Xa) is replaced by: 
"(a) The amoWlt of any dividend withholding payment paid 

(whether directly or by way of an election to reduce 
an amoWlt of net loss) by the company during the 
year, in respect of a dividend derived by the 
company in respect of an income interest in a 
controlled foreign company:". 

(4) Section MF 4 (3 Xc) is replaced by: 
"(c) An amoWlt equal to any refund of income tax to the 

extent that the refund would have been made had 
the company not derived any gross income other 
than attributed foreign income m the income year 
to which the refund relates, except, to the extent 
that the refund is in respect of Income tax paid 
before the date that a debit arises Wlder 
paragraph (d), a debit shall not arise to the extent 
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that the amount of the refimd does not exceed the 
amount of the debit that arises on that date:". 

S86. Use of credit to reduce dividend withholding 
payment, or use of debit to satisfy income tax liability
(I) Section MF 5 (2Xa) is replaced by: 

"(a) In any case where and to the extent that the credit has 
arisen under section MF 4 (I)(a) (detennined by 
applying the procedure set out in section MF 4 (6)), 
to the extent that the company has paid income tax 
or provisional tax for the income year equal to or 
exceeding the credit balance so used; and". 

(2) Section MF 5 (4) is replaced by: 
"(4) Where for any income year the gross income of a 

company (referred to in this subsection as the 'first company') 
includes an amount of attributed foreign income derived in 
respect of an income interest in a controlled foreign company, 
the first company, or any other company whicb is for the 
income year in the same group of companies as the first 
company, may elect that all or any part of the debit balance (if 
any) in the branch equivalent tax account of the first company 
or the other company, as the case may be, at the time of the 
election shall be credited against any income tax liability of the 
first company.". 

(3) Section MF 5 (6) is replaced by: 
"(6) Where a company has made an election under 

subsection (4) in respect of the income tax liability for any 
income year, the amount of debit balance in respect of which 
the election is made shall be set off against any income tax 
liability of the company or the relevant other company for that 
income year to the extent that the Commissioner is satisfied 
that-

"(a) The amount set off does not exceed an amount equal to 
the company's income tax liability that would arise 
if no gross mcome were derived by the company 
other than the attributed foreign income referred to 
in subsection (4), such amount to be calculated 
under the fonnula set out in section MF 4 (IXa) (but 
applying as if item 'e' were nil); and 

"(b) The company has made a proper election in accordance 
with this section; and 

"(c) The company has paid (whether directlr or by way of an 
election to reduce an amount 0 a net loss) the 
dividend withholding payment that gives rise to a 
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debit to the company's branch equivalent tax 
account." . 

(4) Section MF 5 (7) is repealed. 

387. Debits and credits arising to SJ:"oup branch 
equivalent tax account-(l) Section MF 8 (2Xa), (b) and (c) 
are replaced by: 

"(a) An amount calculated in accordance with the following 
formula: 

"where-

" b ~-d-e 
c 

"a is the amO\mt of the income tax liability of 
the consolidated group for any income year; 
and 

"b is the amount that is the lesser of-
"(i) The amount of any attributed foreign 

income derived by the consolidated group for 
the income year; and 

"(ii) The taxable income of the 
consolidated group for the income year; and 

"c is the taxable income of the consolidated 
group for the income year; and 

"d is the amount of any foreign tax credit 
allowed to be set off against tlie income tax 
liability of the consolidated group for the 
income year in accordance with 
sections LC 4, Le 5, and LC 16; and 

"e is the amount set off against the income tax 
liability of the consolidated group for the 
income year by way of crediting the debit 
balance ID the branch equivalent tax account 
of the consolidated group or any company: 

"(b) An amount calculated in accordance with the following 
formula-

"f X g 
"where-

"f is the lesser of-
"(i) The attributed foreign income derived 

by the consolidated group in the income year; 
and 

"(ii) The amount (including zero) of 
available net losses offset by the consolidated 
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group against the consolidated group's net 
Income for the income year; and 

"g is the basic rate of income tax for companies, 
expressed as a percentage, stated in clause 5 
of Part A of Schedule 1 and applying in 
respect of the income year: 

"(c) The amount of any debit balance in the account that the 
nominated company for the consolidated S!0up 
elects in accordance with section MF 10 (3) or 
section MF 10 (4) to set off against the income tax 
liability of the consolidated group or of another 

." company .. 
(2) Section MF 8 (3)(b) is replaced by: 
"(b) In the case of a credit referred to in paragraph (c) of 

that subsection, on the date the nominated 
company elects in accordance with 
section MF 10 (3) or section MF 10 (4) to set off the 
amount against the income tax liability of the 
consolidated group or of another company:". 

(3) Section MF 8 (4)( c) is replaced by: 
"(c) An amount equal to any refund of income tax to the 

extent that the refund would have been made had 
the consolidated group not derived any gross 
income other than attributed foreign income in the 
income year to which the refund relates, except 
that, to the extent that the refund is in respect of 
income tax paid before the date that a debit arises 
under paragraph (d), a debit shall not arise to the 
extent that the amount of the refund does not 
exceed the amount of the debit that arises on that 
date:". 

S88. Debiting and crediting between group and 
individual branch equivalent tax accounts-In 
section MF 9, the portion after paragraph (d) is replaced by: 
"no credit or debit shall arise to die branch equivalent tax 
account of any individual company in respect of that 
attributed foreIgn income, income tax refund, dividend 
withholding payment, or dividend withholding payment 
refund.". 

S89. Use of consolidated group credit to reduce 
dividend withholding pa~ent, or use of group or 
individual debit to satisfy income tax Iiabillty
(1) Section MF 10 (2)(a) and (b) are replaced by: 
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"(a) In any case where and to the extent that the credit has 
arisen under section MF 8 (2Xa) (determined by 
applying the procedure set out in section MF 4 (6)), 
to the extent that the consolidated group has paid 
income tax or provisional tax for the income year 
equal to or exceeding the credit balance so used; 
and 

"(b) In any case where and to the extent that the credit has 
arisen under section MF 8 (2Xb) (as so determined), 
where the Commissioner has made an assessment 
or a determination of net loss for the income year in 
which the attributed foreign income is derived.". 

(2) Section MF 10 (3), (4), and (5) are replaced by: 
"(3) Where a consolidated group derives attributed foreign 

income for an income year,-
"(a) The nominated company of the consolidated group; or 
"(b) Any member of the consolidated group; or 
"(c) Any other company which for the income year would 

be in the same group of compames as the 
consolidated group if the consolidated group were a 
single company-

may elect (by crediting the account) that all or any part of the 
debit balance in the branch equivalent tax account of the 
consolidated group or the company (as the case may be) at the 
time of the elecuon shall be set off against the income tax 
liability of the consolidated group for die income year. 

"(4) Where a company' (referred to in this section as the 'first 
company') derives attnbuted foreign income in an income 
year, the nominated company of a consolidated group, which 
group would be, if the consolidated group were a single 
company, in the same group of companies as the first 
company for the income Tear, may elect (by crediting the 
account) that all or part 0 any debit balance in the branch 
equivalent tax account of the consolidated group at the time of 
the election shall be set off against the income tax liability of 
the first company for the income year. 

"(5) Where a company has made an election under 
subsection (3) or subsection (4) in respect of an income tax 
liability for any income year, the amount of debit balance in 
respect of which the election is made shall be set off against 
the income tax liability to the extent that the Commissioner is 
satisfied that-

"(a) The amount set off does not exceed an amount equal to 
the income tax liability that would arise if no gross 
income were derived in that income year by the 
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consolidated group or the first company, as the case 
may be, other than attributed foreign income 
referred to in subsection (3) or subsection (4), such 
amount to be calculated under the fonnula set out 
in section MF 8 (2Xa) (but applying as if item 'e' 
were nil); and 

"(b) The company has made a proper election in accordance 
with this section; and 

"(c) The consolidated group or relevant other company, as 
the case may be, has paid (whether direcdy or by 
way of an election to reduce an amount of net loss) 
the dividend withholding payment that gives rise to 
a debit to the branch eqwvalent tax account of the 
entity making the payment.". 

(3) Section MF 10 (6) is repealed. 

590. Person may elect to maintain branch equivalent 
tax account-SectIon MF 11 (1) is replaced by: 

"MF 11. (1) A person resident in New Zealand (not being a 
company) may at any time during an income year of that 
person, or within the time within which the person is required 
to furnish a return of income for that year (or within such 
further time as the Commissioner may allow), elect to 
maintain a branch equivalent tax account for that year.". 

591. Credits and debits arising to branch equivalent 
tax account of person-( 1) Section MF 13 (1) is replaced by: 

"MF 13. (1) There shall arise from time to time, as credits to 
be recorded in the branch equivalent tax account of a branch 
equivalent tax account person, amounts calculated in 
accordance with the following formula: 

"a x (~) - d 

"where-
"a is the amount of the person's unadjusted income tax 

liability for any income year; and 
"b is the amount that is the lesser of-

"(i) The amount of any attributed foreign income 
derived by the person during that income year; or 

"(ii) The taxable income of the person for that income 
year; and 

"c is the taxable income referred to in paragraph (ii) of 
item b; and 



1996, No. 67 Taxt&tion (Core Pruvisions) 1917 

"d is any foreign tax credit allowed in accordance with 
section LC 4 or section LC 5 that is offset against the 
person's income tax liability for that income year.". 

(2) Section MF 13 (3Xa) and (b) are replaced by: 
"(a) Any of the credit balance of the account that the person 

elects in accordance with section MF 14 shall be a 
credit against the income tax liability of the person: 

"(b) An amount equal to any refund of income tax to the 
extent that the refund would have been made had 
the person not derived any gross income other than 
attributed foreign income:". 

892. Debit election to offset income tax payable in 
respect of foreign dividend-(I) Section MF 14 (1) is 
replaced by: 

"MF 14. (1) Where for any income year the gross income of 
a branch equivalent tax account person includes the amount of 
any dividend derived in respect of an income interest in a 
controlled foreign company, the person may elect that all or 
any part of the credit balance (if any) in the person's branch 
equivalent tax account at the time of the election shall be 
credited against the person's income tax liability for that . " mcome year .. 

(2) In section MF 14 (3), the portion before paragraph (b) is 
replaced by: 

"(3) Where a person has made an election under this section 
in respect of the income tax liability for any income year, the 
amount of credit balance in respect of which the election is 
made shall be credited against any income tax liability of the 
person for that income year to the extent that the 
Commissioner is satisfied that-

"(a) The amount credited does not exceed the amount that 
would be the person's income tax liability for the 
income year, if the only gross income of the person 
were the dividends referred to in subsection (1); 

d" an . 

898. Credits arising to dividend withholding payment 
account-Section MG 4 (3) is replaced by: 

"(3) For the purposes of subsection (1), a credit shall not arise 
where, in accordance with subsection (2) or subsection (3) of 
section NH 3, payment of all or part of a dividend withholding 
payment is satisfied by reducing a net loss.". 
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394. Allocation rules for dividend withholding 
payment credits-In section MC 8 (1) in the definition oT 
quantity "a", "rate of resident companies' income tax" is 
replaced by "basic rate of income tax for companies". 

395. Dividend with. both. imputation credit and 
dividend withholding payment credit attached-In 
section MC 10 (1) in the definition of quantity "a", "rate of 
~esident companies' incc:>II~~ tax" is replaced by "basic rate of 
Income tax for compames . 

Amendments to Part N 
396. Assessment and payment of tax-Section NC 17 (1) 

is replaced by: 
"NC 17. (1) The amount of income tax for which an 

employee who is not a non-filing taxpayer is liable in respect of 
the taxable income of the employee in any income year shall 
be assessed under a general assessment: 

Provided that, where by such an assessment the employee 
would be deprived of any part of the benefit of any reduced 
deduction to which the employee would otherwise have been 
entitled in accordance with the application to the employee of 
a tax code under section NC 8 or to the issue, in place of a tax 
code applicable to the employee under section NC 8, of a 
special tax code certificate under section NC 14, the 
Commissioner may reduce the amount of income tax liability 
otherwise arising under a general assessment in respect of the 
taxable income of the employee for the income year by such 
amount as in the Commissioner's opinion is equitable for the 
purpose of meeting the special circumstances of the case.". 

397. Bond, etc., in lieu of tax deductions in case of 
certain non-resident employees-(I) In section NC 18 (1), 
the portion before paragraph (b) is replaced by: 

"NC 18. (1) Where the Commissioner is satisfied on the 
written application of any employer that it cannot be 
reasonably determined, at the time that a tax deduction is or 
will be required to be made from a source deduction payment 
under the PAYE rules, whether or not that source deduction 
payment will in respect of any employee of that employer be 
exempt income under this Act under-

"(a) Any provision of arrangements to which effect is given 
by an Order in Council made under section BH 1; 
or". 

(2) Section NC 18 (3Xa) is replaced by: 
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"(a) The OCClUTence of any event (including the passing of 
any date or period) that, in tenns of any provision 
of arrangements to which effect is given by an 
Order in Council made under section BH 1, or in 
terms of section CB 2 (IXc), renders the employee 
liable to income tax under this Act; or". 

898. Regulations-Section NC 21 (h) is replaced by: 
"(h) Providing that a tax deduction may be made from a 

withholding payment, whether the amount of the 
deduction relates exclusively to the income tax 
liability of the person receIving the payment or 
relates partly to that income tax and partly to the 
income tax liability of any employee or 
subcontractor of that person; and providing in the 
latter case for that person to recover from the 
employee or subcontractor a part of the tax 
deduction and to retain that part but otherwise to 
comply with the PAYE rules lD respect of any tax 
deduction made by that person from any payment 
to the employee or subcontrn.ctor:". 

899. Application ofRWT rules-(I) Section NF 1 (2XbXi) is 
replaced by: 

"(i) Dividends that are exempt income by virtue 
of the application of section CB 10 or section CZ 4; 

" or . 
(2) Section NF 1 (2XhXviii) is replaced by: 

"(viii) Dividends that are exempt income under 
section CB 9 (e):". 

(3) In section NF 1 (3), the portion before paragraph (a) is 
replaced by: 

"(3) In the case of interest payable by the Commissioner 
under Part VII of the Tax Administratlon Act 1994, being 
interest paid in respect of the tax on taxable income for the 
1994-95 income year or any subsequent year,-". 

400. Deduction of Resident Withholding Tax-In 
section NF 2 (7), the portion before paragtaph (d) is replaced 
by: 

"(7) Where any person (in this subsection referred to as the 
'first person') in relation to any other person (in this 
subsection referred to as the 'second person')-

"(a) Makes a payment to the second person; or 
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"(b) Receives a payment as agent or bare trustee for that 
second person,-

for the purposes only of detennining the first person's liability 
to make a deduction of resident withholding tax. from that 
payment in accordance with the RWT rules, that payment 
shall be deemed not to constitute resident withholding income 
if, in the case of a payment of either interest or dividends,-

"(c) Either-
"(i) The first person has taken reasonable steps to 

confirm that the second person is a person to whom 
at the time of payment any of paragraphs (a) to (d) 
of section NF 9 (1) applies; or 

"(ii) Except in any case where the second person 
is a person to whom either paragraph (i) or 
paragraph m of section NF 9 (1) applies or a person 
holding a certificate of exemption issued in 
accordance with section NF 9 (12), the first person 
has been provided with the second person's tax file 
number and has been notified by the second person 
that the second person holds a certificate of 
exemption; or 

"(iii) The first person has sighted a certificate of 
exemption issued to the second person and has 
taken reasonable steps to confirm that the second 
person is the person named in that certificate; and". 

401. Certificates of exemytion-(I) In section NF 9 (1), 
the portion after paragraph (t) is replaced by: 

"(g) Any person who has furnished all returns of income that 
that person is required to furnish under the Income 
Tax Act 1976 or the Tax Administration Act 1994 
within the time period prescribed in the relevant 
Act (or within such further time as the 
Commissioner has allowed), and who has for the 
year to which that person's most recently furnished 
Income tax return relates annual gross income in 
excess of $2,000,000: 

"(h) Any person in any accounting year who has reasonable 
gx:ounds for believing that the annual gross income 
of that person for the next accounting year of that 
person will exceed $2,000,000: 

"(i) Any person who derives in any income year amounts 
that are exempt income under any of 
paragraphs (a) and (b) of section CB 3, 
paragraphs (a) to m and paragraph (1) of section 
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CB 4, section CB 5 (I Xi), and section CB 9 (e) in 
relation to the activities of that person in the 
~pacity in which that person derived that exempt 
Income: "m Any person to whom section DJ 16 ap{>lies and who 
would, but for that section, have net Income in that 
~on's most recendy completed aCCOlInting year, 
of an amount less than the amount for the time 
being specified in that section, and has not, in any 
assessment for that year, been treated as having net 
income of more than that amount.". 

(2) Section NF 9 (6), (7), (8), (9), (10), (11), and (12) are 
replaced by: 

"(6) Any person to whom is issued a certificate of exemption 
on the basis that paragraph (h) of subsection (1) applies to that 
person shall, withln 3 months after the end of the accounting 
year last referred to in that paragraph, furnish to the 
Commissioner evidence to the satisfaction of the 
Commissioner, of that person's annual gross income for the 
relevant accounting year, and shall provide such supporting 
information or further evidence as the Commissioner may 
re~uire for the purposes of this section and section NF 11. 

'(7) In the event that any person to whom subsection (6) 
applies has during the relevant 12-month period less than 
$2,000,000 of annual gross income, that person (in this 
subsection referred to as the 'first person') sh3Jl be liable for 
late payment penalties in relation to amounts received or 
derived by the first person that would, had the first person not 
held that certificate of exemption, have been deducted under 
the RWT rules from payments made by any other person, and 
section 139B of the Tax Administration Act 1994 shall apply to 
the first person as if the first person had failed to make a 
deduction under the RWT rules, and as if that default had 
occurred on each day that the first person received or derived 
a payment from which a deduction would otherwise have been 
made under the RWT rules. 

"( 8) When calculating the annual gross income of any 
company for the purposes of subsection (1 )(g) of this section, 
being a company that was for the relevant year under section 
IG 1 a member of a group of companies, the annual gross 
income of that company is deemed to include all of the annual 
gross income in that year of any other members of that group. 

"( 9) When calculating the estimated annual gross income of 
any company for the purposes of subsections (IXh), (6), and (7) 
of this section, being a company which anticipates that it will 
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be a member of a group of companies under section IG 1 for 
the relevant 12-month period, the estimated annual gross 
income in that period of that company is deemed to include 
the estimated annual gross income of all other companies in 
that group. 

"(10) For the purposes of parasr.aPhs (g) and (h) of 
subsection (1) and sUDsections (6) to (9), when calculating the 
annual gross income of any company, there shall be excluded 
from the annual gross income calculations any gross income 
derived by that company (or derived by another company in 
the same group of companies) from any transaction or series 
of related or connected transactions with another company in 
the same group of companies. 

"(11) The Commissioner may-
"(a) Issue a certificate of exemption; or 
"(b) Permit the retention of a certificate of exemption; or 
"(c) Remit the whole or any part of any additional tax 

payable by virtue of subsection (7),
notwithstanding the failure of the applicant for the certificate 
or the holder of the certificate to satIsty the basis of exemption 
in subsection (IXh) or to derive during the relevant 12-month 
period referred to in subsection (7) annual gross income of at 
least $2,000,000, where the Commissioner is satisfied that the 
failure is solely as a consequence of extraordinary 
circumstances that are-

"(d) Beyond the reasonable control of the applicant or 
holder of the certificate of exemption; and 

"(e) Not likely to be repeated in subsequent years; and 
"(f) In the case of any remission of additional tax payable by 

virtue of subsection (7), circumstances which the 
applicant for the certificate of exemption could not 
reasonably have been expected to foresee at the 
time of application. 

"( 12) NotwithstandiDg any other provision of this section, 
the Commissioner may at any time ISsue to a person, being a 
person to whom at that time subsection (1) does not apply, a 
certificate of exemption which shall be valid until the date of 
termination (if any) specified in the certificate where the 
Commissioner is satisfied that in the period of validity of any 
certificate of exemption issued to that person either-

"(a) The person will or is likely to have annual allowable 
deductions in accordance with this Act not less than 
the annual gross income of that person; or 

"(b) The person would, but for the application of this 
subsection, in each income year any part of which 
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income year falls within the period of validity of the 
certificate of exemption, lie or be likely to be 
entitled to claim aggregate resident withholding tax 
credits in accordance with section LD 3 exceeding 
the income tax liability of that person for sucn 
income year by an amount not less than $500: 

Provided that the Commissioner shall not issue to any 
person a certificate of exemption in accordance with this 
subsection unless the Commissioner has received from that 
person an application in writing in the form prescribed by the 
Commissioner, which application shall be accompanied by-

"(c) A set of budgeted accounts detailing the projected 
annual gross income, annual allowable deductions, 
resident withholding tax credits, and income tax 
liability of the person for the proposed period of 
validity of the certificate of exemption; and 

"(d) Such further information in relation to the person or the 
budgeted accounts as the Commissioner may . " reqUIre .. 

402. Cancellation of certificates of exemption-Section 
NF 11 (2XcXi) and (ii) are replaced by: 

"(i) The evidence required to be fwnished by that 
person under section NF 9 (6) shows that that 
person did not derive annual gross income in excess 
of $2,000,000 in the relevant accounting year; or 

"(ii) That person fails to furnish satisfactory 
evidence of annual woss income as required under 
section NF 9 (6); or' . 

408. Application of NRWT rules-(I) Section NG 1 (2) is 
replaced by: 

"(2) The NRWT rules shall apply to gross income (in this Act 
referred to as 'non-resident withhofding income') deemed 
under this Act to be derived from New Zealand and that 
consists of-

"(a) Dividends (other than investment society dividends) or 
royalties that are derived by a person who is not 
resident in New Zealand; or 

"(b) Interest or investment society dividends, being interest 
or investment society dividends that are derived by 
a :person who is not resident in New Zealand, not 
bemg a person who is engaged in business in New 
Zealand through a fixed establishment in New 
Zealand,-
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not being gross income that is-
"(c) Gross income under the accruals rules; or 
"(d) Gross income to which section CN 2 applies.". 
(2) In section NG 1 (4), the portion before paragraph (a) is 

replaced by: 
"(4) In the case of interest payable by the Commissioner 

under Part VII of the Tax Administration Act 1994-". 

404. Non-resident withholding tax imposed-(I) Section 
NG 2 (1) is replaced by: 

"NG 2. (1) Every person who derives non-resident 
withholding income shall be liable to pay non-resident 
withholding tax upon that income-

"(a) At the rate of 30% of so much of that non-resident 
withholding income as consists of dividends (other 
than investment society dividends, or 
supplementary dividends payable as a result of Part 
LE) to the extent the dividends are not fully 
imputed: 

"(b) At the rate of zero percent of so much of that non
resident withholding income as consists of-

"(i) Interest paid by an approved issuer in respect 
of a registered security and derived by a person 
~ho is not an associated person of the approved 
ISsuer; or 

"(ii) Non-cash dividends to the extent fully 
imputed; or 

"(iii) Non-resident withholding income derived by 
a life insurer from a company resident in New 
Zealand deemed to exist as a result of the life 
insurer making an election under section OE 3: 

"(c) At the rate of 15% of so much of that non-resident 
withholding income as consists of non-resident 
withholding income to which neither paragraph (a) 
nor paragraph (b) applies.". 

(2) In section NG 2 (3) in the definition of quantity "T", "rate 
of resident companies' tax" is replaced by "basic rate of 
income tax for companies". 

405. Non-resident withholding tax to be final tax in 
certain cases-Section NG 3 is replaced by: 

"NG 3. (1) Notwithstanding anything in this Act, where a 
person derives in any income year non-resident withholding 
mcome that consists of-
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"(a) A dividend (other than an investment society dividend); 
or 

"(b) A royalty that is for the use, production, or reproduction 
of, or for the privilege of using, I;>roducing, or 
reproducing, a literary, dramatic, muslcal, or artistic 
work in which copynght subsists; or 

"(ha) Interest or royalties denved by a life insurer from a 
company resident in New Zealand deemed to exist 
as a result of the life insurer making an election 
under section OE 3; or 

"(c) Interest or an investment society dividend, in any case 
where the person by whom that interest or that 
investment society dividend is derived and the 
person by whom that interest or that investment 
society dividend is paid are not associated 
persons,-

the income tax liability of that person for that year shall, 
subJect to section KF 1 (2) and (3), be the sum of-

'(d) The total amounts of non-resident withholding tax for 
which that person is liable in respect of that non
resident withholding income under section NG 2; 
and 

"(e) The amount that would be that person's income taX 
liability for that income year if that person had not 
derived that non-resident withholding income in 
that income year. 

"(2) If a taxpayer derives a dividend to which subsection (1) 
applies, the taxpayer is not entitled to a credit of taX under 
section LB 2 for any imputation credit attached to the 
dividend." . 

406. Non-resident withholding tax to be minimum tax 
in certain cases-Section NG 4 is replaced by: 

"NG 4. Where a person derives in any income year non
resident withholding income that consists of interest, or of an 
investment society dividend (other than interest or an 
investment society dividend referred to in section NG 3 (c)), or 
of a royalty (not being a royalty referred to in section 
NG 3 (b)), the income taX liability of that person for that 
income year shall be the greater of-

"(a) The sum of-
"(i) The total amount of non-resident withholding 

taX for which that person is liable in accordance 
with section NG 2 in respect of all non-resident 
withholding income; and 
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"(ii) The amount that would be that person's 
income tax liability for that income year if that 
person had not derived any non-resident 
withholding income in that income year: 

"(b) The amount that would, but for the application of this 
section and calculated under section NG 3 if 
applicable, be the income tax liability of that person 
for that income year: 

Provided that where, in the case of a comJ?any, the 
aggregate of the amount of that non-resident Withholding 
income and any other gross income derived by the company in 
that income year does not exceed $1,000, the income tax 
liability of the company under this Act in respect of that 
income year, shall be an amount ascertained in accordance 
with paragraph (a).". 

407. Liability to make deduction in respect of foreign 
withholding payment (ij.vidend-(I) Section NH 1 (2Xa) is 
replaced by: 

"(a) Dividends paid by a foreign comJ?any where the 
dividend is exempt income in accordance With section CB 10 
upon derivation by a company resident in New Zealand:". 

(2) Section NH 1 (2XbXiii) is replaced by: 
"(iii) The dividend is exempt income in 

accordance with section CB 1 0 upon derivation by 
the company resident in New Zealand.". 

408. Amount of dividend withholding payment to be 
deducted-In section NH 2 (1) in the defUrition of quantity 
"d", "rate of resident companies' income tax" is replaced by 
"basic rate of income tax for companies". 

409. Payment and recovery of dividend withholding 
payment, etc.-(I) Section NH 3 (2) and (3) are replaced by: 

"(2) Where, in relation to a company that is liable to pay 
dividend withholding payment in respect of any foreign 
dividend paid to tne com~y during any quarter, the 
company satisfies the CommISsioner that-

"(a) It has a net loss that may be carried forward and offset 
in accordance with sections lE 1 and IF 1 against 
the net income of the com~y for the income year 
in which the foreign dividend is paid to the 
company; or 

"(b) It has reason to believe that, in respect of the income 
year in which the foreign dividend is paid to the 
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company, the company will have a net loss that 
may be carried forward and offset in accordance 
with sections lE 1 and IF 1 against the net income of 
the company for the succeeding income year,-

the company may by notice in writing to the Commissioner 
elect, within the period for payment specified in subsection (1) 
(or by such later date as the Commissioner may allow), that 
payment of all or part of the dividend withholding payment 
shall be satisfied by reducing any such net loss, in so far as the 
balance of the net loss extends, by an amount not exceeding 
an amount calculated in accordance with the following 
fonnula: 

"a 
b 

"where-
"a is the amount of the dividend withholding payment 

payable under section NH 2; and 
"b is the basic rate of income tax for companies, expressed 

as a percentage, stated in clause 5 of Part A of 
Schedule 1 and applying in respect of the income year 
that is concurrent with the imputation year in which the 
quarter for which the liability arose occurred. 

"(3) Where, in relation to a compa?y (in this 
subsection referred to as the 'first company') that is liable to 
pay dividend withholding payment in respect of any foreign 
dividend paid to the company during the quarter, any other 
company (in this subsection referred to as the 'loss company') 
satisfies the Commissioner that-

"(a) The loss company has, in any income year prior to the 
income year during which the foreign dividend is 
paid to the first company, a net loss that may, in 
accordance with section IG 2, be offset against the 
net income of the first company for the income 
year in which the foreign dividend is paid to the 
first company; or 

"(b) The loss company has reason to believe that it will, in 
respect of the income year in which the foreign 
diVldend is paid to the first company, have a net loss 
that may in accordance with section IG 2 be offset 
against the net income of the first company for the 
income year in which the foreign dividend 15 paid to 
the first company,-

the loss company may by notice in writing to the 
Commissioner elect, within the period for payment specified in 



1928 Taxation (Core Provisions) 1996, No. 67 

subsection (1) (or by such later date as the Commissioner may 
allow), that payment of all or part of the dividend withholding 
payment payable by the first company shall be satisfied by 
reducing any such net loss, so far as the balance of the net loss 
extends, by an amount not exceeding an amount calculated in 
accordance with the formula specified in subsection (2).". 

(2) In section NH 3 (4), the portion before paragraph (b) is 
replaced by: 

"(4) Where a company elects under subsection (2) or 
subsection (3) to satisty a liability to pay all or part of any 
dividend withholding payment by way of a reduction of net 
loss, and the company does not in fact have a net loss or does 
not have a net loss sufficient to justify the full amount of the 
reduction of net loss under the relevant subsection, or, in the 
case of an election under subsection (3), the 2 companies are 
members of the same group of companies for part only of a 
relevant income year and the net loss referred to in that 
subsection could be offset against the net income of the 
company deriving the dividend by virtue only of subsection (4) 
or (5) of section IG 2,-

"(a) The Commissioner may disallow the election in respect 
of so much of the amount of the dividend 
withholding payment as the Commissioner 
considers appropriate having regard to-

"(i) The amount of the actual net loss of the 
electing company; and 

"(ii) Where appropriate, the amount or 
proportion, or likely amount or proportion, of the 
net loss of the electing company that could under 
subsection (4) or (5) of section IG 2 be offset against 
the net income of the company deriving the 
dividend; and". 

410. Refund for overpayment and to company in 
1055-(1) In section NH 4 (5), the portion before paragraph (d) 
is replaced by: 

"(5) Where, and to the extent that, in respect of any income 
year (referred to in this subsection as the current year') of a 
company (referred to in this subsection as the 'first company') 
during which the first company has paid a dividend 
withholding payment-

"(a) Either-
"(i) The company has in the current or any earlier 

income year, a net loss that may be carried forward 
and offset in accordance with sections lE 1 arid IF 1 
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against the net income of the company for the 
income year succeeding the current year; or 

"(ii) Another company (in this subsection referred 
to as the 'group company') has in the current or any 
earlier income year, a net loss that may, in 
accordance with section IG 2, be offset against the 
net income of the first company for the current 
year, which net loss the group company wishes to 
apply in enabling the fiist company to obtain a 
refund of dividena withholding payment; and 

"(b) The first company has-
"(i) In any case to which paragraph (a)(i) of this 

subsection applies, furnished a return under section 
33 of the Tax Administration Act 1994 for the 
income year in respect of which the net loss arose; 
and 

"(ii) Fwnished a return under section 33 of the 
Tax Administration Act 1994 for the current year; 
and 

"(ill) Afplied in writing to the Commissioner for a 
refund 0 the dividend withholding pa~ent; and 

"(c) In any case to which paragraph (aXii) of this 
subsection applies, the group company has-

"(i) Fwnished a return under section 33 of the 
Tax Administration Act 1994 for the income year in 
res~ct of which the net loss arose; and 

, (ii) Elected by notice in writing to the 
Commissioner that payment of all or part of the 
dividend withholding payment shall be satisfied by 
reducing its relevant net loss,-

the first company shall be entided to a refund of dividend 
withholding payment of an amount that is' equal to the least 
of-". 

(2) In section NH 4 (5}(e), "rate of resident companies' 
income tax" is replaced by "basic rate of income tax for 
comranies" . 

(3 In section NH 4 (6) in the definition of quantity "b", "rate 
of resident companies' income tax" is replaced by "basic rate 
of income tax for companies". 

411. Dividend withholding payments and consolidated 
groups-{I) In section NH 5 {I}, "section MF 10 {2}" is 
replaced by "section MF 10 (1)". 

(2) In section NH 5 (4), the portion from paragraph (c) to 
"the following fOImula:" is rep13.ced by: 
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"(c) The group has a net loss that may be carried forward 
and offset under sections lE 1, IF 1, and IG 6 
against the net income of the ~oup for the income 
year in which the foreign diVldend is paid to the 
company; or 

"(d) It has reason to believe that, in respect of the income 
year in which the foreign dividend is paid to the 
company, the group will have a net loss that may be 
carried forward and offset under sections lE 1, IF 1, 
and IG 6 a~t the net income of the group for 
the succeeding income year,-

the nominated company may by notice in writing to the 
Commissioner elect, within the period for payment specified in 
section NH 3 (1), that payment of all or part of the dividend 
withholding payment shall be satisfied by reducing any such 
net loss, so far as the balance of the net loss extends, by an 
amount not exceeding an amount calculated in accordance 
with the following formula:". 

(3) In section NH 5 (4) in the definition of quantity "b", "rate 
of resident companies' income tax" is replaced by "basic rate 
of income tax fOr companies". 

(4) Section NH 5 (7Xc) and (d) are replaced by: 
"(c) The consolidated group has a net loss for that income 

year that may under sections lE 1, IF 1, and IG 6 be 
carried forward and offset against the net income of 
the group for a succeeding mcome year; and 

"(d) The consolidated group has furnished a sin~le return 
under section HB 1 for the income year m respect 
of which the net loss arose,-". 

(5) In section NH 5 (7Xf) "rate of resident companies' income 
tax" is replaced by "basic rate of income tax for companies". 

(6) In section NH 5 (7) in the definition of quantity "b", "rate 
of resident companies' income tax" is replaced by "basic rate 
of income tax fOr companies". 

Amendments to Part 0 

412. Definitions-(l) Section OB 1 is amended by inserting 
the following: 

"'Allowable deduction' means an allowable deduction 
under section BD 2: 

" 'Allowable rebates' means the total of the rebates and 
credits of tax to which a taxpayer is entitled in an 
income year under Part K: 
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" 'Annual allowable deductions' means the total of the 
allowable deductions allocated to an income year 
under section BD 4: 

"'Annual gross income' means the total of amounts of 
gross Income allocated to an income year under 
section BD 3: 

" 'Applicable basic tax rate' means-
"(a) In respect of an income year and a taxpayer 

other than a taxpayer to whom section 39 of the Tax 
Administration Act 1994 applies, the basic rate of 
income tax under Schedule 1 that is applicable to the 
taxpayer's taxable income for that income year; or 

"(b) In respect of a taxpayer and an income year in 
respect of which that taxpayer is filing a return in 
accordance with section 39 ot the Tax 
Administration Act 1994 for a period that is less than 
or greater than 12 months, the basic rate of income 
tax under Schedule 1 that would apply if the 
taxpayer's taxable income for that year were an 
amount calculated in accordance with the following 
formula: 

"where 

"ax b 
365 

"a is the number of days in the period for which 
the taxpayer is filing a return; and 

"b is the taxpayer's taxable income for that 
period: 

"'Applicable surcharges' means the total of the 
surcharges for which a taxpayer is liable in an 
income year under Part J: 

" 'Attributed foreign net loss', with respect to a taxpayer 
and an income year for which the taxpayer has an 
attributed foreign loss, means that part of the 
attributed foreign loss that the taxpayer is not 
permitted to deduct under section DP 1, but must 
InStead deal with under Part I: 

"'Available net loss' means an amount a taxpayer is 
entided to offset against net income under Part I: 

" 'Convertible credit' means a credit that a taxpayer is 
allowed in accordance with Part L-

"(a) As an imputation credit; or 
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"(b) In respect of a dividend withholding payment 
if the taxpayer is not entided to a refund of the credit 
under Part N: 

" 'Foreign expenditure' is defined in section EP 1 for the 
purposes of that section: 

" 'Foreign investment fund net loss', with respect to a 
taxpayer and an income year for which the taxpayer 
has a foreign investment fund loss, means that part 
of the foreign investment fund loss that the taxpayer 
is not permitted to deduct under section DP 2 or 
DP 3, out must instead deal with under Part l: 

"'Foreign-sourced amount' means an amount that is not 
treated as derived from New Zealand under section 
OE4: 

" 'Gross income' means an amount that is gross income 
under section BD 1: 

"'Gross income from forestry', in paragraph (a) of the 
definition of 'maximum deposit, and in sections El 1 
and El 3, means gross income from the sale of-

"(a) Standing or cut or fallen timber in its natural 
state grown on land owned by the taxpayer in New 
Zealarid (other than land in respect of which the 
taxJ:~.yer is a licensee); or 

'(bJ Rights to cut or remove such timber: 
" 'Gr?ss income from life insurance' with respect to a life 

lIlSurer, means-
"(a) Any amount that is gross income of the life 

insurer under sections CM 3 to CM 14, CN 3, GD 7, 
GD 8, and OE 4; and 

"(b) Any other amount of gross income derived by 
the life insurer in that income year from carrying on 
the business of life insurance, not including any 
amount of policyholder income: 

" 'Gross income from mining', in sections DN 1, ON 4, 
DN 5, FF 19, and IH :5 and in the definitions of 
'mining operations' and 'mining outgoing excess', in 
relation to any mining company and to any income 
year, means so much of the gross income derived by 
that company in that income year as is derived from 
the mirung operations or the associated mining 
operations of that company in that income year: 

" 'Gross proceeds' is defined in section EM 3 (3) for the 
purposes of that section: 

" 'Income tax liability' means an income tax liability for 
an income year determined under Subpart BC: 
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"'Mining outgoing excess' with respect to a mining 
company and a resident mining operator and to an 
income year, means an amount calculated in 
accordance with the following formula: 

"a- b 
"where-

"a is the sum of allowable deductions of the 
mining company or resident mining operator 
that relate to the derivation of gross mcome 
from mining and that are allocated to that 
income year under section BD 4; and 

"b is the gross income from mining of the mining 
~ompany or resident mining operator for that 
mcome year: 

" 'Mortality result' with respect to a life insurer and to an 
income year, means the result of the calculation 
performed by the life insurer for that year under 
section CM 5: 

" 'Net gain' is defined in section EM 3 (3) for the purposes 
01 that section: 

"'Net income' means net income for an income year 
determined under section BC 6: 

"'Net loss' means a net loss for an income year 
determined under section BC 6 and includes a loss 
incurred by a taxpayer prior to the 1997-98 income 
year that the taxpayer would have been entided to 
claim in the year or to carry forward to a subsequent 
income year under section lE 1 or IF 1, if the 
Taxation (Core Provisions) Act 1996 had not been 
passed: 

" 'Net mining loss', with respect to a mining company and 
an income year, means the excess (if any) of 
allowable deductions allocated to that year that are 
incurred in deriving pross income from mining over 
the mining company s gross income from mining for 
that income year: 

" 'New Zealand resident' means a person resident in New 
Zealand under sections OE 1, OE 2 or OE 3: 

" 'Non-filing taxpayer' means a person who-
"(a) Is a taxpayer to whom section 33A of the Tax 

Administration Act 1994 applies-
"(i) Who does not elect to file a return for an 

income year; or 
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U(ii) Whose income tax liability for an income 
year would be larger if determined under 
sections BC 4 to BC 8, than if it were 
equal to the total of all tax deductions 
required to be made from all amounts of 
gross income included in the taxpayer's 
annual gross income for the income year; 
or 

u(b) Elects not to file a retum for an income year in 
respe~t of specified ~yments deriyed in the person's 
capaaty as a non-resldent entertamer; or 

U( c) Is a person who, in the relevant income year, 
derives only non-resident withholding income to 
which section NG 3 applies: 

" 'Non-refundable credit' means-
U(a) An amount in respect of a branch equivalent 

tax account or a policyholder credit account of a 
tax~rer that the taxpayer elects, under Part M, to 
credit In payment of Income tax; or 

"(b) A credit allowed to a taxpayer under Part L 
for tax paid in a country or territory outside New 
Zealand: 

"'Non-resident' means a person who is not a New 
Zealand resident: 

" 'Non-resident general insurer' means a person to whom 
section CN 4 applies: 

" 'Notional income tax liability' is defined in 
section LC 14 (4) for the purposes of that section: 

"'Partnership gross income' is defined in section 
HC 1 (12) fOr the purposes of that section: 

" 'Partnership net income' is defined in section HC 1 (12) 
for the purposes of that section: 

" 'Policyholder base', with respect to a life insurer and an 
income year, means the benefits accruing to 
policyholders by way of claims paid and payable and 
amounts included In actuarial reserves of the life 
Insurer: 

"'Policyholder base calculation' means the calculation 
referred to in section CM 15 (1): 

" 'Policyholder base income tax liability', with respect to a 
life insurer and to an income year, means the 
schedular income tax. liability for an income year of a 
life insurer, in respect of the policyholder base 
determined under section BC 3: 
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"'Policyholder income' means policyholder Income as 
determined under section CM 15: 

" 'Policyholder net loss' means a policyholder net loss as 
determined under section CM 15: 

"'Refimdable credit' means a credit allowed to a 
taxf?3;yer under Part L-

'(aJ For withholding tax or provisional tax; or 
"(b) In respect of a dividend withhol~ payment, 

if the taxpayer is entitled to a refund of that credit 
under Part L: 

"'Refimdable rebate' means a credit allowed under 
Subpart KD or a rebate allowed under section KF 1 
(2) and (3): 

" 'Return of income' or 'return of the taxpayer's income' 
means a return of income required under section 33 
of the Tax Administration Act 1994: 

" 'Schedular gross income' means income of the following 
types-

"(a) Schedular gross income subject to final 
withholding: 

"(b) Policyholder income under section CM 15: 
"(c) Specified payments derived by a person in the 

person's capacity as a non-resident entertainer where 
the person does not elect to file a return in respect of 
that income: 

"(d) Gross income derived under section CN 4 by a 
non-resident general insurer that is not a company: 

"(e) Category A income derived by a trustee of a 
group investment fund: 

"(t) Gross income derived from a mining venture 
by a non-resident mining operator: 

"'Schedular gross income subject to final withholding' 
means non-resident withholding income to which 
section NG 3 applies: 

"'Schedular income tax liability' means the amount 
determined under section BC 3 (2): 

" 'Schedular taxable income', with respect to an income 
year and a taxpayer who has schedular gross income 
of a particular type for that year, means the amount 
of taxable income that arises in calculating the 
schedular income tax liability in respect of that type 
of schedular gross income of the taxpayer for -the 
year: 

"'Specified activity net income' is defined in section 
lE 2 (8) for the purposes of that section: 
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" 'Specified activity net loss' is defined in section m 2 (8) 
for the purposes of that section: 

"'Surplus rebates", with respect to a taxpayer and an 
income year, means an amount calculated under 
section BC 8 (6): 

" 'Surplus refundable credits', with respect to a taxpayer 
and an income year, means any excess credits that 
are refundable credits and that have not been dealt 
with otherwise under section BC 9 (2): 

" 'Tax avoidance arrangement' means an arrangement, 
whether entered into by the person affected by the 
arrangement or by another person, that direcdy or 
indirecdy-

"(a) Has tax avoidance as its purpose or effect; or 
"(b) Has tax avoidance as one of its purposes or 

effects, whether or not any other pwpose or effect is 
referable to ordinary busmess or family dealings, if 
the purpose or effect is not merely incidental: 

" 'Tax deduction' means-
"(a) A deduction required to be made under the 

PAYE rules; or 
"(b) For the purposes of Part B means-

"(i) A deduction required to be made under the 
PAYE rules or the RWT rules; or 

"(ii) With respect to a non-resident entertainer, a 
deduction required to be made under 
regulations made under section 225 of the 
Tax Administration Act 1994; or 

"(iii) Non-resident withholding tax payable under 
section NG 2: 

" 'Taxable income' means taxable income for an income 
year as determined under section BC 7: 

"'Tenninal tax' means an amount calculated for an 
income year under section BC 9 (1): 

"'Timing regime' means a regime oudined in Part E of 
the Act for allocating allowable deductions or gross 
income to an income year other than the income 
year to which the allowable deduction or gross 
income would have been allocated in the absence of 
the regime: 

" 'Unadjusted income tax liability' means an unadjusted 
income tax liability for an income year as 
determined under section BC 8 (2): 
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" 'Underwriting loss', with respect to a life insurer and an 
income year, means the life insurer's underwriting 
result for that year, if it is a negative result: 

" 'Underwriting result', with respect to an income year 
and to a life insurer means the sum of-

"(a) The mortality result derived by the life insurer 
in that year; and 

"(b) The premium loading derived by the life 
insurer in that income year, calculated under section 
CM 6; and 

"(c) The discontinuance profit derived by the life 
insurer in that year, calculated under section CM 7: 

" 'Value of breeding stock' is defined in section EM 3 (3) 
for the purposes of that section: 

" 'Windfall credit' is defined in section MZ 1 (3) for the 
purposes of that section:". 

(2) In section OB 1, the definitions specified in Schedule 1 
are amended as set out in that Schedule. 

415. Meaning of "source deduction payment" -Section 
OB 2 (2) and (3) are replaced by: 

"(2) Where a taxpayer is a shareholder in and an employee 
of a close company and in any income year (or m the 
taxE;yer's accounting year corresponding with any year),-

, (a) Salary or wages of a regular amount for regular pay 
periods of one month or less are not throughout 
that year regularly paid or credited to the taxpayer 
or applied on the taxpayer's account in the 
taxpayer's capacity of an employee of the 
company; or 

"(b) The total of the salary or wages derived by the taxpayer 
in that year in the taxpayer's capacity of an 
employee of the company by way of regular 
payments throughout that year of a regular amount 
for regular pay periods is less than two-thirds of the 
total gross income which the taxpayer derives in 
that year from the company by way of director's 
fees and by way of salary, wages, or other gross 
income for or on account of the taxpayer's service 
in the capacity of an employee of the company; or 

"(c) Any amount is paid or credited to the taxpayer, or 
applied on the taxpayer's account, in antiopation or 
in respect of any mcome that may subsequently be 
allocated to the taxpayer in the taxpayer's capacity 
of a director or employee of the company,-
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all gross income that the taxpayer derives from the company 
in every subsequent year by way of director's fees and by way 
of salary, wages, or other gross income for or on account of 
the taxpayer's seIVice in the capacity of an employee of the 
company shall for the purposes of this Act, except the FBT 
rules, he deemed to be gross income derived otherwise than 
from source deduction payments, unless, and only to the 
extent that, the Commissioner determines from time to time 
in any case or class of cases that that income shall be deemed 
to be gross income derived from source deduction payments. 
If any question arises as to whether or not this subsection 
applies, or as to the extent to which this subsection applies, to 
any taxpayer or to any class of taxpayers, or to any director's 
fees, salary, wages, or other gross income, it shall be 
determined by the Commissioner, and the Commissioner's 
decision shall be final. 

"(3) Upon application in writing in that behalf made to the 
Commissioner by a taxpayer who is a shareholder in and an 
employee of a dose company but to whom subsection (2) does 
not apply for the time being, the Commissioner may 
determine from time to time that, for the purposes of this Act 
except the FBT rules, the gross income, or any part of the 
gross income, derived by the taxpayer from the company by 
way of director's fees and by way of salary, wages, or other 
gross income for or on account of the taxpayer's seIVice in the 
capacity of an employee of the company shall be deemed to be 
gross income denved otherwise than from source deduction 
payments.". 

414. M~ of "qualifving company"-(I} Section 
OB 3 (IXc) and (d) are replaced by: 

"(c) Subject to subsection (4), each person who is at any time 
during ili:e income year a shareholder in the 
company 15-

"(i) A natural person other than a trustee; or 
"(ii) A trustee of a trust in res~ct of which all 

dividends (not being non-cash diVidends other than 
taxable bonus issues) derived by the trustee from 
any qualifyinr; company during the income year are 
beneficiary mcome of beneficiaries (not being 
trustees or companies other than qualifying 
companies); or 

"(iii) Another qualifying company; and 
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"(d) The foreign non-dividend income (if any) derived during 
the income year by the company does not, after 
deduction of the lesser of-

"(i) Such part of that foreign non-dividend income 
as is ~oss income within the meaning of section 
CE 1 (IXc); and 

"(ii) 1 0% of the annual gross income of the 
company for the income year,-
exceed $10,000 (or such greater sum as the 
Governor-General may from tIme to time by Order 
in Council declare for the purposes of this 
paragraph); and". 

(2) Section OB 3 (3A)(a) is replaced by: 
"(a) As much of the dividends of the kind specified in 

subsection (IXc)(ii) as is available to be distributed 
under general trust law is beneficiary income of 
benefiCIaries (not being trustees or companies other 
than qualifying companies); and". 

415. Meaning of "non-resident investment com
pany"-Section OB 5 (IXa) is replaced by: 

"(a) Derives no gross income from New Zealand except 
interest, and has no investments or other assets m 
New Zealand except the principal money from 
which the interest is derived; or". 

416. Statutory producer boards-Section OC 3 (c) and (d) 
are replaced by: 

"(c) Levies received by any statutory producer board, other 
than levies charged specifically for capital 
development, are treated as gross income; and 

"(d) The provisions of section BD 2 (IXbXi) and (ii) shall apply 
to expenditure incurred in fulfilling the functions of 
any statutory producer board (not being 
expenditure which is not allowed as a deduction 
under sections BD 2 (2), DB I, DD 1, OF I, DJ I, 
DO 1, and GD 4) as if that expenditure were-

"(i) Incurred in deriving gross income of the 
producer board; or 

"(ii) Necessarily incurred in the carrying on of a 
business by the producer board.". 
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417. Modifications to measurement of votin, and 
market value interests in case of continuity provislons
Section OD 5 (10) is amended by replacing in the definition of 
"limited attribution foreign company", paragraph (aXii) with: 

"(ii) A company resident in New Zealand which, 
in accordance with a provision of 
arrangements to which effect is given by 
an Order in Council made under section 
BH 1, is treated as not being resident in 
New Zealand for the purpose of the 
arrangements; and". 

418. Modifications to measurement of voting and 
market value interests in cases of continuity provisions 
and demutualisation of insurers-In section OD 5A (6), the 
portion after paragraph (a) is replaced by: 

"(b) The insurer (or another member of the same group of 
companies, the relevant loss making entity being 
referred to in this subsection as the 'foss company') 
had a net loss in an income year prior to the 
1992-93 income year; and 

"(c) The loss company carried that loss forward to the 
1992-93 mcome year in accordance with the 
Income Tax. Act 1976; and 

"(d) The loss has not been offset against net income for any 
period prior to demutualisation,-

then, notwithstanding section IF 1 (6), for the purposes of 
Part I, with effect from the date on which the insurer ceases to 
be a special corporate entity on the demutualisation, the loss 
will be deemed to have arisen on the first day of the loss 
company's 1992-93 income year and not to have arisen in the 
earlier year.". 

419. Classes of income deemed to be derived from 
New Zealand-(I) In section OE 4 (IXm), the portion before 
the proviso is replaced by: 

"lm) Interest or a redemption payment, derived from or in 
respect of money lent in New Zealand:". 

(2) In section OE 4 (IXn), the portion before subparagraph (i) 
is replaced by: 

"(n) Interest or a redemption payment, derived from or in 
respect of money lent outside New Zealand to-". 

(3) Section OE 4 (1XrXii) is replaced by: 
"(ii) That are paid by a person who is not resident 

in New Zealand and are allowed as a deduction to 
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the person for the purposes of tax m New 
Zealand:". 

(4) Section OE 4 (1XsXii) is replaced by: 
"(ii) That are paid by a person who is not resident 

in New Zealand and are allowed as a deduction to 
the person for the purposes of tax in New Zealand: 

Provided that this paragraph shall not apply to 
income which is deemed to be derived from New 
Zealand by virtue of paragraph (r):". 

420. Commission agency contracts performed out of 
New Zealand-Section OE 5 (I) is replaced by: 

"OE 5. (I) The income derived by any commission agent in 
the performance out of New Zealand of commission agency 
contracts made or procured in New Zealand shall, subject to 
any apportionment which may be made under this Act in 
respect of its source out of New Zealand, be deemed to be 
derived by the commission agent from the commission agent's 
business carried on in New Zealand, and the comrmssion 
agent's income tax liability shall be calculated accordingly.". 

421. References to particular regimes in former Act, 
etc.-Section OZ 1 (3Xa) is replaced by: 

"(a) Part B, except for sections BB 3 (2) and BH 1; and". 

Amendments to Part Y 
422. Savings-Section YB 4 is amended by adding: 
"( 3) The reorganisation and the changes of style and 

language carried out by the Income Tax Act 1994 as enacted 
on 20 December 1994 are not intended to affect the 
interpretation or effect of thelrovisions of the Income Tax 
Act 1976 as they were include in the Income Tax Act 1994. 

"(4) Notwithstanding subsection (I), the changes in style and 
language carried out -by the Taxation (Core Provisions) Act 
1996 apply to the interpretation of the provisions of the 
Income Tax Act 1976 referred to in subsection (I) in their 
application to the 1997-98 and subsequent income years.". 

428. Consequential changes to words resulting &om 
new terminology-{I) Wherever it occurs, "assessable 
income" is replaced by "gross income" in the following 
sections: 
CF 2 (12)(bXiv) 
CF 2 (13XdXi) 
CF 3 (1)(h) 

CF 6 (3) 
CF 6 (4) 
CG 2 

CG 11 (15) 
CG 14 (IXb) 
CG 19 (2Xd) 
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CG 19 (3Xc) ED 4 (1) EN 1 (4) 
Cl 1 G) EE 1 (8) EN 1 (5) 
CJ 3 EG 2 (1) FC 5 (IXb) 
CJ 4 EG 11 (4) FC 6 (6Xb) 
CJ 6 (1) EG 11 (4A) FC 6 (7) 
CJ 7 (1) EG 16 (2) FC 6 (8) 
CK 3 (1) EG 17 (2Xa) FE 6 (3A) 
CN 3 (2Xb) EG 19 (2) FE 6 (38) 
Cl 6 (cXiii) El 1 (I) HK 18 (1) 
Cl 6 (cXiv) El 4 (5) KD 1 (3Xa) 
Cl 6 (cXv) El 5 (1) KD 1 (3)(b) 
Cl 6 (d)(vi) El 6 (1) KD 8 
Cl 6 (dXvii) El 7 (2) LB 1 (3) 
DC 2 (2) El 8 (2) LB 2 (1) 
DC 2 (4) E19 LC 7 (I) 
DJ 5 (2) El 14 (2) LD 8 (1) 
DL 1 (6) EJ 2 (a) LF 5 (2Xa)(v) 
DL 4 (1) EJ 2 (b) OB 5 (3)(a) 
DM 1 (9)(a) EN 1 (2) OC 4 (1) 
Dl 6 (9Xf) 

(2) Wherever it occurs, "assessable income" is replaced by 
"net income" in the following sections: 
FD 10 (5) KD 1 (6) 
KC 2 (d) KD 4 (5) 
KD 1 (5) 

(3) Wherever it occurs, "assessable income or loss" is 
replaced by "net income or net loss" in the following sections: 
CG 11 (1) FD 7 (5) 
CG 11 (19) FD 8 (6) 
FD 4 (5) 

(4) Wherever it occurs, "deductible" is replaced by "allowed 
as a deduction" in the following sections: 
DM 1 (2Xa) DM 1 (7) EG 19 (IOXb) 
DM 1 (3) DM 1 (9Xb) FG 9 (b) 
DM 1 (5)(c) DM 4 (I)(b) IH 3 (b) 
DM 1 (6)(b) DM 5 

(5) Wherever it occurs, "income" is replaced by "gross 
income" in the following sections: 
CD 1 (2)(f)(v) EH 3 (7) El 17 (1) 
CF 2 (II)(c) EH 3 (9) FE 7 (aXi) 
EB 5 EH 9 (eXi) FE 7 (aXviXC) 
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FE 7 (b) FF 10 (2)(b) NC 21 (f) 
FF 10 (2Xa) GD 10 (1)(a) NF 2 (7Xh) 

(6) Wherever it occurs, "income derived" is replaced by 
"gross income derived" in the following sections: 
EH 1 (9) EZ 1 (1) HE 1 (g) 
EH 3 (1)(a)(i) GD 6 (1) OB 3 (4)(b) 
EH 4 (2) HE 1 (e) 

(7) Wherever it occurs, "income or expenditure" is replaced 
by "gross income or expenditure" in the following sectIons: 
EH 1 (1) EZ 10 (1) FE 6 (5)(a)(i) 
EH 1 (7) FD 10 (4Xa)(i) FE 6 (5Xb) 
EH 3 (2)(a) FD 10 (4)(b) 

(8) Wherever it occurs, "entitled to" is replaced by 
"allowed" in the following sections: 
DL 7 (c) 
DM 1 (7) 
DO 8 (c) 

(9) Wherever it occurs, "income derived" is replaced by "any 
amount derived" in the following sections: 
CB 3 (c) CB 4 (1)(1) CB 9 (a) 
CB 3 (e) CB 5 (1)(g) CB 9 (b) 
CB 4 (1)(f) CB 5 (1)(&) CB 9 (d) 
CB 4 (1)(g) CB 6 (c) CB 9 (e) 
CB 4 (1)(&) CB 6 (d) CB 9 (g) 
CB 4 (1)(i) CB 7 (c) OF 2 (3) 
CB 4 (1)(j) 

(10) Wherever it occurs, "all profits or gains" is replaced by 
"any amount" in the following sections: 
CD 1 (2)(a) CD 1 (2){d) 
CD 1 (2)(b) CD 1 (2)(f) 
CD 1 (2)(c) 

(11) Wherever it occurs, "loss" is replaced by "net loss" in 
the following sections: 
CF 2 (17)(d) ME 20 (3) NC 14 (1) 
CG 13 (2) ME 40 (7) NH 4 (5)(e) 
GC 22 (7) MF 6 (7) NH 4 (6) 
LC 4 (1) MF 8 (4)(a) NH 5 (7)(c) 
LC 4 (9) MG 12 (7) NH 5 (7)(d) 
ME 11 (1)(f) MG 14 (1Xa)(ii) NH 5 (7)(f) 
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(12) Wherever it occurs, "clause 12" is replaced by "clause 
9" in the following sections: 
NE 2 (1) 
NE 5 (a) 

(13) Wherever it occurs, "in the production of assessable 
income" is replaced by "in deriving gross income" in the 
following sections: 
EF 1 (5) 
EG 12 (6XaXi) 

EG 12 (6Xb) 
EG 18 (4Xa) 

424. Schedule 1 replaced-Schedule 1 to the Income Tax 
Act 1994 is replaced oy Schedule 2 of this Act. 

426. Consequential changes to Schedule 6A-( 1) In 
clause 3 (b) of Part B of Schedule 6A, "exempt" is replaced by 
"exempt income". 

(2) In clause 13 of Part B of Schedule 6A, "assessable 
income" is replaced by "gross income". 

426. Consequential change to Schedule 7-In clause 6 of 
Part B of Schedule 7, "c1aimed" is replaced by "allowed". 

427. Consequential change to Schedule 13-
(1) Wherever it occurs in clause 1 of Schedule 13, "in respect of 
income derived in any income year" is omitted. 

(2) In clause 2 of Schedule 13, "in respect of income 
derived" is replaced by "payable". 

428. Consequential change to Schedule 20-In Schedule 
20, "section IG 2 (IXb)" is replaced by "section IG 2 (1)". 
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PART 2 
AMENDMENTS TO TAX ADMINISTRATION Acr 1994 

429. Tax Administration Act 1994-The Tax Admin
istration Act 1994 is amended by this Part. 

450. Interpretation-Section 3 (1) is amended by: 
(a) Replacing paragraphs (a) and (b) of the definition of 

"assessment" with: 
"(a) An assessment of the amount on which tax is 

payable and the amount of that tax, a detennination 
of net loss, or a determination of net loss carried 
fOIward: 

"(b) An amendment of-
"(i) An assessment of tax payable; or 
"(ii) A determination of net loss; or 
"(ill) A determination of net loss carried 

forward,-". 
(b) Replacing the definition of "determination of loss" with: 

" 'Determination of net loss' is defined in section 92 (3) for 
the purposes of that section and section Ill:" 

(c) Replacing the definition of "determination of loss carried 
forward" with: 

" 'Determination of net loss carried forward' is defined in 
section 92 (4) for the purposes of that section and 
section 111:" 

(d) Replacin~ ~graphs (a) and (b) of the definition of "new 
proVISlonal taxpayer" with: 

"(a) Is not a natural person; and 
"(b) First commenced to derive gross income from 

a taxable activity in that income year; and" 
(e) Replacing the definition of "policyholder loss" with: 

" 'Policyholder net loss', in section 112 of this Act, has the 
same meaning as in section OB 1 of the Income Tax 
Act 1994:" 

(f) Replacing paragraph (aXillXB) of the definition of "tax" 
with: 

"(B) An amount imposed under section 157 of 
this Act or payable under section 43 of the 
Goods and Services Tax Act 1985:" 

(g) Replacing paragraph (aXvXA) of the definition of "tax" 
with: 

"(A) That is imposed on or payable by a 
taxpayer in a country or territory other 
than New Zealand; or". 
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(h) Replacing paragraphs (f), (g) and (h) of the definition of 
"tax position" with: 

"(f) The derivation of an amount of gross income 
or exempt income or a capital gain, or the inclusion 
or non-inclusion of an amount in gross income: 

"(g) The incurring of an amount of expenditure or 
loss, or the allowing or disallowing as a deduction of 
an amount of expenditure or loss: 

"(h) The availability of net losses, or the offsetting 
or use of net losses:' . 

4S1. Information requisitions in relation to offshore 
payments-(l) In section 21 (1), the portion before para
graph (a) is replaced by: 

"21. (1) Where the Commissioner gives an information 
requisition to any person and the requisItion concerns, wholly 
or in part, an allowable deduction claimed by a taxpayer in 
respect of any offshore payment of the taxpayer, and-". 

(2) In section 21 (2), the portion before paragraph (a) is 
replaced by: 

"(2) Where the Commissioner gives an information 
requisition to any person and the requisition concerns, either 
wholly or in part, an allowable deduction claimed by a 
taxpayer in respect of any offshore payment and the person 
responds to die requisition, any evidence concerning the 
offshore payment that relates to any information or material 
sought by the Commissioner in the requisition shall not be 
admissible in any proceedings under Part VIII or Part VIllA in 
which any allowable deduction in respect of the offshore 
payment is in issue, except to the extent to which-". 

(3) In section 21 (4), the portion before paragraph (a) is 
replaced by: 

"(4) Subsection (2) shall not apply unless the Commissioner, 
by a separate notice issued prior to or contemporaneously with 
a notice of assessment, informs the taxpayer claiming an 
allowable deduction in respect of any offshore payment 
referred to in any requisition that the Commissioner considers 
that,-". 

(4) Section 21 (6) is replaced by: 
"(6) A copy of every notice given under subsection (1) or 

subsection (2), if given to a person other than the taxpayer who 
has claimed an allowable deduction in respect of an offshore 
payment, shall be given to the taxpayer who has claimed a 
deduction in respect of the offshore payment; and, for the 
purposes of section 14, every such copy shall be deemed to be 
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a notice required by this Act to be given by the Commissioner 
th " to e taXpayer. . 

482. Keeeing of business records-(I) Section 22 (2Xb), 
(d), (g) and (h) are replaced by: 

"(b) Carries on any other activity (not being the carrying on 
of employment as an employee) in New Zealand for 
the purpose of deriving gross income:"; 

"(d) Makes, holds, or disposes of, for the purpose of deriving 
gross income, any investment:"; 

"(g) The gross income derived by that person from the 
carrying on of that business, or the carrying on of 
that other activity, or the making or holding or 
disposing of that mvestment; and"; 

"(h) The allowable deductions of that person in the carrying 
on of that business, or the carrying on of that other 
activity, or the making or holding or disposing of 
that investment; and". 

(2) Section 22 (3) is replaced by: 
"(3) A taXpayer to whom section 33A apflies and who is 

required by subsection (2) to retain records 0 gross income of 
that taxpayer from which taX has been deducted at source 
need retain those records only until the expiry of 12 months 
after the end of the income year in which the gross income 
was received by the taXpayer.". 

488. Annual income tax returns by taxpayers-Section 
33 is replaced by: 

"33. (1) Subject to this Act and to the Income Tax Act 1994 
and to any regulations made \Ulder this Act or that Act, every 
taxpayer, other than a taxpayer to whom section 33A applies, 
shall for the purposes of the assessment and impositlon of 
income tax furnish to the Commissioner in each year a return 
or returns in the prescribed form or forms setting forth a 
complete statement of the taxable income of the tax~Xae: for 
the preceding year, together with such other paruc s as 
may be prescribed. 

"(2) A taxpayer to whom section 33A applies shall not 
furnish a return in respect of an income year other than: 

"(a) For the purpose of having the taxpayer's income tax 
liability for that year assessed \Ulder a general 
assessment; or 

"(b) Where required by the Commissioner.". 
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434. Annual income tax returns not required from 
taxpayers-(1) In section 33A (IXb), the portion before 
subparagraph (i) is replaced by: 

"(b) Does not derive gross income other than-". 
(2) In section 33A (1)(c), the portion before subparagraph (i) is 

replaced by: 
"(c) Derives annual gross income that does not exceed-". 

435. Dates by which annual returns to be furnished
Section 37 (6) is replaced by: 

"(6) In this section, 'IR5 taxpayer' means, in relation to an 
income year, a natural person where-

"(a) The only gross income of the person in that year is New 
ZeaIa.:nd sourced income that consists only of any 
one or more of the following: 

"(i) Salary or wages; or 
"(ii) Extra emoluments; or 
"(iii) Resident withholding income; and 

"(b) The person does not derive in that income year any 
gross income consisting of-

"(i) Withholding payments; or 
"(ii) Beneficiary income; or 
"(iii) Gross income as a private domestic 

worker.". 

436. Returns to annual balance date-Section 38 (1) is 
replaced by: 

"38. (1) Instead of furnishing a return in accordance with 
section 33 for any year ending with 31 March, any taxpayer 
may, with the consent of the Commissioner, elect to furnish a 
return for the rear ending with the date of the annual balance 
of the person s accounts, and in any such case the taxable 
income for that year shall for the purposes of the Income Tax 
Act 1994 be deemed to be the taxable income for the year 
ending with the 31 March nearest to that date.". 

437. Consequential adjustments on change in return 
date-Section 39 (2) and (3) are replaced by: 

'·'(2) All returns made in accordance with subsection (1) shall 
be deemed to be returns for the year ending with the 31 
March nearest to the new return date, and the gross income 
and allowable deductions of the taxpayer for that period shall, 
for the purposes of assessment, be included in the annual gross 
income and annual allowable deductions of the taxpayer for 
the same year, and the taxpayer shall determine the 
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taxpayer's net income under Part B of the Income Tax Act 
1994 accordingly. 

"(3) Where a taxpayer has been assessed for income tax on a 
return made to any date other than 31 March in any year, the 
taxable income of that taxpayer shall be deemed to have been 
assessed for tax. to that date, and not to the 31 March nearest 
to that date.". 

488. Annual returns by persons who receive family 
sup-port credit of tax-Section 41 is replaced by: 

'41. (I) Where a person is eligible to receive a credit of tax 
under Part KD of the Income Tax Act 1994, the person must 
apply to the Commissioner for the credit of tax. in such 
manner as is specified by the Commissioner, providing such 
information as may be reguired by the Commissioner, and the 
person shall sign the application. 

"(2) In every case where,-
"(a) In relation to any part of any income year (whether that 

part is the whole or less than the whole of the 
mcome year) there is issued to any person under 
Part KD of the Income Tax Act 1994 a family 
certificate of entidement; or 

"(b) After the expiry of any income year, any person makes 
applicatlon under Part KD of the Income Tax Act 
1994, to the Commissioner, for a family tax credit 
in relation to the income year,-

and, apart from this section, the person would not be required 
under this Act to furnish a retum of income for the income 
year, the person shall furnish to the Commissioner, in respect 
of the income rear (whether or not gross income was denved 
by the person m the income year), a return in the prescribed 
form, together with details of every amount (if any) of credit of 
tax, in relation to the income year, that, under Part KD of the 
Income Tax Act 1994, has been paid to the person, and 
together with such other details as may be prescribed, or 
required by the Commissioner; and the provisions of this Act, 
so far as they are applicable and with any necessary 
modifications shall, in relation to every retum furnished or 
required to be fwnished under this section, apply as if that 
return were a retum furnished or required to be furnished 
under section 33.". 
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489. Returns by (lartners, co-trustees and joint 
venturers-Section 42 IS replaced by: 

"42. (1) When amounts are derived or incurred by 2 or more 
persons jointly, whether as partners, co-trustees or 
otherwise,-

"(a) In the case of co-trustees, the co-trustees shall make a 
joint return of income, including in a joint 
calculation of taxable income all amounts that 
would be gross income and allowable deductions if 
the co-trustees were a single taxpayer resident in 
New Zealand, and shall De jointly and severally 
liable for the resulting income tax liability: 

"(b) In the case of partners,-
"(i) The partners shall make a joint return of 

income of the firm, including the gross income 
jointly derived from the firm, the shares of the 
partners in the gross income, and a summary of the 
allowable deductions of each partner that relate to 
the ~oss income: 

"(il) There shall be no joint assessment, but each 
partner shall make a separate return of income, 
taking into account the share of the gross income 
derived from the firm by that partner and the 
allowable deductions of that partner in respect of 
that gross income, and be separately assessed 
accordingly: 

"(c) In any case other than that of co-trustees or partners, 
each person shall make a separate retum taking 
into account that person's share of the gross income 
jointly derived and the allowable deductions of that 
person in respect of that gross income, and be 
separately assessed accordingly. 

"(2) This section shall not apply with respect to the gross 
income derived by and the allowable deductions of an airport 
operator from activities that, in relation to that ~rt 
operator, are activities undertaken as an airport operator. '. 

440. Returns by executors or administrators-Section 
43 (1) is replaced by: 

"43. (1) The executor or administrator of a deceased 
taxpayer shall in respect of all gross income derived by that 
taxpayer in the taxpayer's lifetime make the same returns as 
the taxpayer ought to have made or would have been bound 
to make if the taxpayer had remained alive; and the 
Commissioner may from time to time require the executor or 
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administrator to make such further returns relative to that 
gross income as the Commissioner thinks necessary, and may 
assess the executor or administrator for income tax on that 
income in the same manner in which the taxpayer might have 
been assessed had the taxpayer remained alive.". 

441. Non-active companies may be excused &om filing 
returns-(1) Section 43A (2) (a), (b), and, (c) are replaced by: 

"(a) Has not derived or been deemed to have derived any 
gross income; and 

"(b) Has no allowable deductions; and 
"(c) Has not disposed of or been deemed to have disposed of 

any assets; and 
"(d) Has not been a party to or perpetuated or continued 

with any transactions which, during the income 
year,-

"(i) Give rise to gross income in any person's 
hands; or 

"(ii) Give rise to fringe benefits to any employee 
or to any former employee; or 

"(iii) Give rise to a debit in the company's 
imputation credit account or dividend withholding 
payment account.". 

(2) In section 43A (6)(bXi), "income" is replaced by "net 
income". 

442. Commissioner may in certain cases demand 
special returns, and make special asselsments
(1) Section 44 (1 X d) and (e) are replaced by: 

"(d) A person who has ceased to carry on business in New 
Zealand or to derive gross income: 

"(e) The executors or administrators of a deceased taxpayer 
in respect of taxable income of the taxpayer for the 
taxpayer's lifetime:". 

(2) Section 44 (2) is replaced by: 
"(2) The Commissioner may, if the Commissioner thinks fit, 

at any time during the income year or in any subsequent year, 
and either before or after the passing of the annual taxing Act 
or the due date of tax, require any person to whom this section 
applies to make a return in relation to a specified transaction 
or transactions from which gross income has been derived, or 
anr specified period in which gross income has been derived, 
and may assess the person for income tax accordingly, or, 
when default is made in making any such return, or the 
Commissioner is dissatisfied with the return, then on such sum 
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as the Commissioner thinks reasonable, and shall give notice of 
the assessment to the person so assessed.". 

(3) Section 44 (5) and (6) are replaced by: 
"(5) If any such assessment of taxable income is made 

before the passing of the annual taxing Act, the tax shall be 
assessed at the rate fixed by the annual taxing Act last passed 
before the date of the assessment. 

"(6) No assessment made under this section shall in any 
manner preclude a subsequent assessment of the same person 
in the ordinary course in respect of the taxable income of the 
person during the income year with respect to which the 
assessment under this section was made, but in any such case 
the tax paid under the earlier assessment shall be credited in 
the subsequent assessment.". 

44S. Disclosure of interest payments where no resident 
withholding tax deduction required-Section 52 (b) is 
replaced by: 

"(b) Allowed as a deduction for the purposes of the Income 
Tax Act 1994; and". 

444. Maori authority to make :returns of income
Section 57 is replaced by: 

"57. Every Maori authority shall in each year furnish to the 
Commissioner, on or before the date prescribed as the date by 
which returns of income are required under this Act to be 
furnished in that year, a return in the prescribed form setting 
forth a complete statement of the taxaole income of the Maori 
authority in respect of any trust or authority during the 
preceding year, together With particulars of the amount or 
amounts distributed to each Maori during that income year, 
the date of each distribution, the full name and address of each 
Maori receiving any such distribution, and the number, if any, 
of each of those Maori on the Maori electoral roll.". 

446. Disclosure of trust particulars-Section 59 (3) is 
replaced by: 

"( 3) The trustee of every trust shall in every case make a 
return of the taxable income of the trustee as trustee of that 
trust, and each such return shall be separate and distinct from 
any return of the taxable income of the trustee from any other 
trust or in the trustee's own right.". 

446. Returns of inter-related arrangements-Section 60 
(1 )(b) is replaced by: 
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"(b) The amount of gross income or allowable deductions of 
that person in respect of that financial 
arrangement; and". 

447. Disclosure of information for purposes of 
entidement card-(I) Section 83 (2Xe) and (f) are replaced by: 

"(e) The expected net income of the qualifying person, or 
the combined expected net income of the 
qualifying person and his or her spouse, which is 
used to determine that credit of tax; and 

"(f) The net income of the qualifying person, or the 
combined net income of the qucilifYing person and 
his or her spouse, which is used to determine that 
credit of tax; and". 

(2) Section 83 (5) is replaced by: 
"(5) Where the result of any comparison carried out under 

subsection (4) indicates that a cardholder is receiving, or has, 
during the previous income year, received, any gross income 
from any source, and that gross income may be, or might have 
been, taken into account in determining the cardholder's 
entitlement to or eligibility for an enutlement card, the 
Commissioner may, for the purpose of subsection (1)(b), supply 
details of that gross income to any authorised officer of the 
Department of Social Welfare.". 

448. Secrecy obligations not to prevent disclosure in 
arrangements for relief from double taxation and 
exchange of information-In section 88, "section BB 11" is 
replaced by "section BH 1". 

449. Determinations in relation to financial 
arrangements-Section 90 (1)(c) and (d) are replaced by: 

"(c) The method for determining gross income deemed to 
be derived or expenditure deemed to be incurred in 
relation to any financial arrangement or class of 
financial arrangement for the purposes of section 
EH 1 (5) (except the proviso) of the Income Tax Act 
1994 that results in the allocation to each income 
year of an amount that has regard to the tenor of 
section EH 1 (2) of that Act: 

"(d) The method or methods that may be applied in 
determining gross income deemed to be derived or 
expenditure aeemed to be incurred in relation to 
any financial arrangement or arrangements, or class 
or classes of financial arrangements, for the 
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purposes of the provisos to subsections (2) and (5Xa) 
of section EH 1 of the Income Tax. Act 1994 (which 
financial arrangements may be specified or 
differentiated by the Commissioner by reference to 
the type of financial arrangement, any 
characteristics of such arrangements, the purpose 
or ~urr.oses for which any such arrangement was 
originally acquired or issued, or otheIWlSe):". 

450. Determinations in relation to petroleum mining 
o.,.eerations-In section 91 (1), the portion after subparagrapli 
(lXiv) and before paragraph (g) is replaced by: 
"that question shall be determined, for the purposes of 
ascertaining the gross income of the petroleum miner for any 

" year,- . 

451. Commissioner to make assessments, determin
ations of net loss, and other determinations-( 1) Section 
92 (1), (2), (3) and (4) are replaced by: 

"92. (1) From the returns made under sections 33, 34, 36 
to 39, 41 to 44,63, 79, and 80 and from any other information 
in the Commissioner's possession the Commissioner shall in 
and for every year, and from time to time and at any 
subsequent time as may be necessary, assess the taxable 
income and income tax liability of the taxpayer and the tax 
payable by the taxpayer. 

"(2) Where any taxpayer in any income year has claimed a 
credit of tax under the imputation rules or the dividend 
withholding payment rules, or under sections ME 15 to ME 24 
or section MF 14 of the Income Tax. Act 1994, any adjustment 
by the Commissioner in respect of any such claim shall be 
deemed for the purposes of this Act to be part of an 
assessment made under subsection (1) of this section in relation 
to the amount of tax payable by that person, and-

"(a) Part VIllA and sections 107, 108, 109, 110, 111, 113 and 
114 shall apply accordingly; and 

"(b) Reference in section 138J of this Act to the matters 
which are the subject of the challenge shall, in 
relation to a challenge concerning any such credit of 
tax, be treated as a reference to the credit of tax. 
that is the subject of the assessment. 

"(3) Subject to subsection (1), where any taxpayer has 
furnished a return in respect of any income year, and-

"(a) The return shows, or purports to show, that the 
taxpayer has a net loss in that income year; or 
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"(b) Notwithstanding that the return shows, or purports to 
show, that the taxpayer does not have a net loss for 
that income year the Commissioner ascertains that 
the taxpayer does have a net loss in that income 
year,-

the CommISsioner shall determine the amount of that net loss 
(that determination being referred to in this section and in 
section III as a 'determination of net loss') in accordance with 
the provisions of this Act and of the Income Tax Act 1994. 

"(4) Where any taxpayer has claimed to carry forward the 
whole or part of a net loss from any income year to any later 
income year, the Commissioner shall determme-

"(a) Whether, and to what extent, that net loss or pan of a 
net loss may be carried forward to that later income 
year under sections lE 1 and IF 1 of the Income Tax 
Act 1994 (in this section and in section III of this 
Act referred to as a 'determination of net loss 
carried forward'); and 

"(b) The extent to which that net loss consists of an 
attributed foreign net loss or a forei~ investment 
fund net loss (as determined under Subpan DP or 
section lE 3 or lE 4, as the case may be).". 

(2) In section 92 (5), the portion before paragraph (c) is 
replaced by: 

"(5) Pan VIllA and sections 107, 108, 109, 110, 113, and 114 
shall, as far as applicable and with the necessary modifications, 
apply with respect to a determination of net loss made under 
subsection (3), or a determination of net loss carried forward 
made under subsection (4), or a determination of excess credit 
carried forward made under section LC 4 (8) of the Income 
Tax Act 1994, or a determination of tax advantage 
arrangement debit made under section GC 22 of that Act, or a 
determination of incorrect entry made under section ME 20 or 
section ME 40 or section MF 6 or section MG 12 of that Act, as 
if-

"(a) Such determinations were assessments; and 
"(b) References in the Pan and in the sections first referred 

to in this subsection to an alteration or addition to 
or an amendment of an assessment which has the 
effect of imposing any fresh liability or increasing 
any existing liability, were references to an 
alteration or addition to or an amendment of any 
determination which has the effect, in respect of 
any particular, of reducing the amount of the net 
loss, the net loss carried forward, the credit of tax, 
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the excess credit canied forward, the attributed 
foreign loss, or the foreign investment fund loss, or 
of creating or increasing a debit or cancelling or 
reducing any credit to a company's special account, 
as the case may be; and". 

(3) Section 92 (5Xe) is replaced by: 
"(e) Reference in section 138J to the matters which are the 

subject of the challenge, were references to the net 
loss, the net loss canied forward, the credit of tax, 
the excess credit canied forward, the attributed 
foreign loss, or the foreign investment fund loss, or 
to the debit or credit, which is the subject of the 
determination." . 

452. Basic rates of income tax-After section 92, the 
following is added: 

"92A. (1) The Commissioner may in any year of assessment 
(whether before or after the passing of the annual taxing Act 
for that year) assess the income tax of any taxpayer at the 
basic rates. No such assessment shall be deemed to be invalid 
on the ground that it is made before the passing of the annual 
taxing Act. 

"(2) If the annual rates for any year of assessment are higher 
or lower than the basic rates, the amount of every assessment 
of income tax made under this section in respect of that year 
shall be deemed to be increased or reduced accordingly, and 
every such assessment shall have the same effect as if the 
amount as so increased or reduced had been specified in the 
assessment." . 

453. Assessment of qualifying company election tax 
and additional tax-Section 94 (2)(c) is replaced by: 

"(c) The term 'income tax' for any year in section 108 (1) 
included an amount assessed under this section, and 
the term 'proFrty' were substituted for the term 
'gross income in section 108 (2).". 

454. Liability of wholly-owned group and other bodies 
to pay penalties-In section 94B (2), the portion before 
paragraph (a) is replaced by: 

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



1996, No. 67 Taxation (Core PrUllisions) 1957 

455. Assessment of withdrawal tax-In section 95 (1), 
"section ID 2" is replaced by "section IZ 2". 

456. Assessment of resident withholding tax 
deductions-Section 99 (2Xa) is replaced by: 

"(a) The tenn 'income tax for any year' in section 108 (1) 
included an amount assessed under subsection (1) of 
this section and the tenn 'gross income' in section 
108 (2) included an amount of resident withholding 
income; and". 

457. R.eassessment for income tax where return date 
between SI March and 1 October-Section 107 is replaced 
by: 

"107. Where, whether before or after the commencement 
of this Act,-

"(a) Any taxpayer, in respect of gross income derived during 
any number of successive accounting periods 
ending respectively with a day between 31 March 
and 1 October in each year, has made returns of 
income and been assessed for income tax upon the 
basis that the gross income derived during each 
such accounting period was derived during the 
income year ending with the 31 March next 
succeeding the end of that accounting period; and 

"(b) The Commissioner has altered all those assessments (or 
such of them as the Commissioner is not precluded 
by the time bar from altering) by assessing the 
taxpayer upon the basis that the gross income 
denved dunng each accounting period was derived 
during the income year ending with the 31 March 
preceding the end of that accounting period,-

the validity of the altered assessment in respect of the gross 
income derived during any such accounting period shall not be 
deemed to be affected or to have at any time been affected by 
reason of its having been made for the same year of 
assessment as the assessment in respect of the gross income 
derived by the taxpayer during tne preceding accounting 
period.". 

458. Time bar for amendment of assessment of taxable 
income, income tax liability and tax payable under 
Income Tax Act 1994-Section 108 (IXa) is replaced by: 

"(a) A taxpayer 1?rovides a tax return and is assessed for the 
taxable Ulcome of the taxpayer and the income tax 
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liability of the taxpayer and the tax payable by the 
taxpayer; and". 

459. Commissioner may determine amount of 
provisional tax-In section 119 (2Xb), "section BB 11" is 
replaced by "section BH 1". 

460. Commissioner to pay interest on certain excess 
tax-In section 120 (6), the portion of the definition of 
"qualifying tax in dispute" after paragraph (b) is replaced by: 
"and includes the amount of any provisIOnal tax payable by 
the taxpayer, for the income year immediately succeeding the 
income year for which the assessment referred to in 
paragraph (a) was made or, as the case may be, the income 
year in respect of which the determination referred to in 
paragraph (b) was made, to the extent that the amount of that 
provisional tax is, by reason of the assessment of the amount 
of the tax referred to in paragraph (a) or the determination of 
the amount of the credit of tax referred to in paragraph (b), 
greater than it would have been had that assessment or that 
determination not been made; but does not include the 
amount of any provisional tax in respect of which the taxpayer 
has furnished to the Commissioner a statement or an amended 
statement or a further amended statement in accordance with 
section MB 6 of the Income Tax Act 1994:". 

461. Amount of interest payable-Section I20E IS 

amended by adding: 
"(4) This section is subject to section I20EA.". 

462. Amount of interest payable to or by life 
insurers-After section 120E, the following is added: 

"120EA. Where a life insurer derives policyholder income in 
an income year and fails to payor overpays income tax in 
relation to the policyholder base income tax liability, no 
interest under section I20E is payable on the proportion of the 
unpaid or overpaid income tax that is attributable to the 
amount of underwriting income represented by item 'u' in the 
formula in section CM 15 (1).". 

465. Instalments of and due dates for provisional tax
(1) Section I20K (1) is replaced by: 

"120K. (1) The income tax liability of 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 



1996, No. 67 Taxation (Core PrCTVisions) 1959 

and payable in equal instalments on each of the 3 instalment 
dates in the income year.". 

(2) In section 120K (3), the portion before paragraph (a) is 
replaced by: 

"(3) The income tax liability of a new 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-". 

(3) In section 120K (4), the portion before paragraph (a) is 
replaced by: 

"(4) The income tax liability of-". 

464. Spreading tax liability or allocating gross income 
and allowable deductions to earlier income years
(1) Section 120R is renumbered as section 120R (1) and the 
portion after paragraph (a) is replaced by: 

"(b) The Commissioner allocates gross income from an 
income year ('allocation income year') to one or 
more earlier income years,-

to the extent the election or allocation alters the taxpayer's 
income tax liability for an income year that precedes the 
election income year or allocation income year, as the case 
ma~ be (the extent of the alteration being called the 'affected 
tax), the taxpayer is not required by this Part to pay interest 
on the affected tax before the taxpayer's terminal tax date for 
the election income year or allocation income year.". 

(2) Section 120R is amended by adding: 
"(2) If gross income of a taxpayer is allocated to an income 

year under subsection (lXb), the taxpayer shall allocate to the 
Income year that proportion of deductions allowed in the 
allocation income year which the allocated gross income 
represents as a proportion of the gross income for the 
allocation income year calculated without allocation.". 

465. Interest to be charged where residual income tax 
exceeds provisional tax-(l) In section 121 (1), the portion 
after paragraph (c) and before raragraph (d) is replaced by: 
"in respect of any amount 0 income tax payable for the 
income year by the taxpayer that remains unpaid at the 
beginning of any day within the period that-". 

(2) Section 121 (3) is replaced by: 
"(3) The income tax payable for an income year by a 

provisional taxpayer (other than a new provisional taxpayer) 
whose residual mcome tax for the year is greater than $30,000 
or such other amount as may be prescribed under 
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subsection (10 Xb) shall be treated for the purposes of this 
section as due and payable in 3 equal instalments on, 
respectively, the first instalment date, the second instalment 
date, and the third instalment date in that income year.". 

(3) In section 121 (4), the portion before paragraph (a) is 
replaced by: 

"(4) The income tax payable for an income year by-". 
(4) In section 121 (5), the portion before paragraph (a) is 

replaced by: 
"(5) The income tax payable for an income year by a new 

provisional taxpayer whose residual income tax for that year 
exceeds $30,000 or such other amount as may be prescribed 
under subsection (10)(b), shall be treated for the purposes of 
this section as due and payable-". 

(5) Section 121 (9A)(C) is replaced by: 
"(c) Where the interest payable is reduced by reason of the 

reassessment, the amount of the reduction shall be 
included in the taxpayer's annual gross income for 
the income year followin& that in which the 
Commissioner issues the notIce of reassessment.". 

(6) Section 121 (9cXa) and (b) are replaced by: 
"(a) The application of subsection (9AXb) would result in an 

allowable deduction in respect of additional interest 
incurred by a taxpayer falling within a particular 
income year; and 

"(b) The deduction would be unable to be included in the 
calculation of net income for that income year by 
reason of the taxpayer having died, been liquidated, 
or otherwise having ceased to exist before that 
income year,-". 

(7) In section 121 (12), the second definition is replaced by: 
" 'Interest liability period', in relation to any taxpayer and 

any amount of income tax payable by the taxpayer 
in any income year, means the period specified in 
subsection (1) in relation to that amount of income 
tax and that taxpayer:". 

466. Interest on tax overpaid-(I) In section 122 (3), the 
portion before paragraph (a) IS replaced by: 

"(3) The interest entitlement period, in relation to any 
person and to the income tax and residual income tax payable 
by that person for any income year, shall be the penod that 
ends with the close of the taxpayer's terminal tax date for that 
income year and that commences on-". 

(2) Section 122 (7 AXb) is replaced by: 
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"(b) The amOlmt of the reduction shall be an allowable 
deduction for the income year following that in 
which the Commissioner issues the notice of 
reassessment." . 

(3) Section 122 (7cXa) and (b) are replaced by: 
"(a) The application of subsection (7 AXb) would result in an 

allowable deduction in respect of additional interest 
incurred by a taxpayer falling within a particular 
income year; and 

"(b) The deduction would be unable to be included in the 
calculation of net income in that income year by 
reason of the taxpayer having died, been liquidated, 
or otherwise having ceased to exist before that 
income year,-". 

467. Amount in nature of interest to be added to fringe 
benefit tax paid on annual or income year basis
(1) Section 123 (2Xc) is replaced by: 

"(c) For all purposes be deemed to be of the same nature as 
friDge benefit tax., and shall be assessable, allowed 
as a deduction, and recoverable accordingly.". 

(2) Section 123 (4)(aXiii) is replaced by: 
"(iii) The fact that any additional amount 

calculated under this section will be allowed as a 
deduction to the employer:". 

468. Interest to be cha.rt!ed and payable with respect to 
certain dividend withhoTding payments-(1) Section 124 
(1Xa) is replaced by: 

"(a) Any company fails to pay (whether direcdy or by way of 
an election to reduce an amount of a net loss) an 
amount of dividend withholdingliyment payable 
with respect to a dividend derive , by the last date 
for payment provided for in section NH 3 (1) of the 
Income Tax. Act 1994; and". 

(2) In section 124 (1Xd), the portion before subparagraph (i) 
is replaced by: 

"(d) The company pays the amount of dividend withholding 
payment in respect of which there was a failure to 
pay (including by way of a notice of election to 
reduce a net loss made under subsection (2) or 
subsection (3) of section NH 3 of the Income Tax 
Act 1994, which subsections shall apply in any such 
case as if the notice was given within the ~riod for 
payment specified in section NH 3 (1 ))- . 
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(3) In section 124 (1), the definition of quantity "a" is 
replaced by: 

"a is the amount of dividend withholding payment in 
respect of which there was a failure to pay (except to 
the extent to which that amount is eventually paid 
by the company by notice of election to reduce a net 
loss given under subsection (2) or subsection (3) of 
section NH 3 of the Income Tax Act 1994); and". 

(4) Section 124 (3)(a) is replaced by: 
"(a) Any company pays (whether direcdy or by way of an 

election to reduce an amount of a net loss) an 
amount of dividend withholding payment in respect 
of a dividend derived, by the last date for payment 
provided in section NH 3 (1) of the Income Tax Act 
1994; and". 

469. Certain rights of objection not conferred-Section 
125 (e) is replaced by: 

"(e) Any determination of the Commissioner, for the 
purposes of section 130 of this Act and section 7 3 of 
the Income Tax Act 1976, as to whether and to 
what extent any allowance (being an allowance paid 
before 1 April 1995) in respect of or in relation to 
the employment or service of any person 
constituted a reimbursement of expenditure 
incurred by that person in deriving that person's . " gross mcome; or . 

470. Determination of objection not to affect other 
matters-Section 129 is replaced by: 

"129. The determination of an objection under this Part 
shall relate solely to the matters which are the subject of the 
objection, and shall not affect the right of the Commissioner to 
amend the assessment objected to in any manner rendered 
necessary by any other matter.". 

471. When objection may be referred directly to High 
Court-In section 136 (5), "Head Office" is replaced by 
"National Office". 

472. Determination by Taxation Review Authority of 
objection in relation to allowances-Section 138 (2) is 
replaced by: 

"(2) A Taxation Review Authority shall consider every 
objection referred to the Authority by the Commissioner under 
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subsection (1) and shall in each case redetermine, in relation to 
the determination to which the objection is made, the extent (if 
any) to which the allowance to which that determination 
applies constitutes a reimbursement of expenditure incurred 
by that person in deriving the person's gross income.". 

475. Determination of challenge not to affect other 
matters-Section 138J is replaced by: 

"138J. The determination of a challenge by a hearing 
authority under this Part-

"(a) Relates solely to the matter that is the subject of the 
disputable decision being challenged; and 

"(b) Does not affect the right of the Commissioner to make a 
disputable decision relating to a different matter 
and to amend the disputable decision being 
challenged in any way rendered necessary by the 
later disputable decision.". 

474. Tax shortfalls-(I) Section 141 (11) is replaced by: 
"(11) If-
"(a) The Commissioner adjusts and increases a taxpayer's 

net income under section EC 1 of the Income Tax 
Act 1994; and 

"(b) The taxpayer elects to allocate the increase in net 
income to the year of adjustment (as that term is 
defined in section EC 1 of the Income Tax Act 
1994) and any other income year,-

the tax shortfall arising from the increase in net income is to 
be computed for the year of adjustment.". 

(2) After section 141 (12), the following is added: 
"( 12A) Where a life insurer derives policyholder income in an 

income year and the life insurer's tax position in respect of the 
policyholder base income tax liability gives rise to a tax 
shortfall, the Commissioner shall not assess under sections 
141A to 141E a penalty on the proportion of the tax shortfall 
that is attributal:ile to the life insurer's tax position in respect of 
the amount of underwriting income represented by item 'u' in 
the formula in section CM 15 (1).". 

475. unaccertable interpretation-(I) Section 141B 
(3Xb)(i)(A) and (B are replaced by: 

"(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 
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"(B) The basic rate of income tax for companies 
in the relevant retwn period; or". 

(2) In section 141B (3), the portion after paragraph (b) is 
replaced by: 
"that is shown as tax paid or F.yable, or as net losses of the 
taxpayer, or as a refun.d to which the taxpayer is entided, in a 
tax return provided on time by the taxpayer for the retwn 
period.". 

(3) Section 141B (8)(a)(ii) is replaced by: 
"(ii) Any other group of persons that derive or 

incur amounts Joindy or that are assessed 
h " toget er,- . 

(4) Section 141 B (8 )(b) is replaced by: 
"(b) The tax rate in a return period applying to a partnership 

is deemed to be the same as the basic rate of 
income tax for companies for the relevant period.". 

476. Deduction of tax from payments due to 
defaulters-( 1 ) Section 157 (1 )( c) is replaced by: 

"(c) To the extent that that sum is in respect of or in relation 
to income tax (or any part of any income tax) or 
any interest under Part VII assessed on an income 
tax liability, the taxpayer who has that income tax 
liability:" . 

(2) In section 157 (10), paragraph (a) of the definition of 
"income tax" is replaced by: 

"(a) Income tax imposed under section BB 1 of the 
Income Tax Act 1994:". 

477. Person failing to make resident withholding tax 
deductions-Section 171 (2) is replaced by: 

"( 2) The right of the Commissioner to recover from the 
person the amount in respect of which default has been made 
shall be in addition to any right of the Commissioner to 
recover from the recipient of that amount any income tax in 
respect of an income tax liability that would have arisen if the 
only gross income of the recipient were resident withholding 
income of which that amount formed part; and nothin~ in the 
RWT rules shall be construed as preventing the ComInlSsioner 
from taking such steps as the Commissioner thinks fit to 
recover that amount from both of those persons concurrendy, 
or from recovering that amount wholly from one of those 
persons, or partly from one and partly from the other of those 
persons.". 
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478. Relief in cases of serious hardship-Section 176 (2) 
is replaced by: 

"(2) In any case where a new start grant is payable to a 
taxpayer, the Commissioner shall grant relief-

"(a) To the taxpayer, or, if the taxpayer is deceased, the 
administrator or executor of the taxpayer; and 

"(b) If and to the extent that the Commissioner thinks it 
aPI?ropriate having re~d to the matters referred 
to ID section EZ 9 (3) of the Income Tax Act 1994, 
to a person or entity associated with the 
taxpayer,-

from the payment of any unpaid tax that relates to an income 
tax liability that would have arisen if the only gross income of 
the taxpayer were gross income derived from-

"(c) The business of f~g in respect of which the new 
start grant was paId: 

"(d) Land used in carryin9, on that business of farming: 
"(e) The sale of the farm. '. 

479. Discretion to grant relief from income tax or 
fringe benefit tax in cases of financial hardship
(1) Section 177 (IXaXi) is replaced by: 

"(i) Any amount of income tax imposed under 
section BB 1 of the Income Tax Act 1994 in relation 
to gross income derived by that taxpayer (whether 
that gross income is gross income derived or 
deemed to be derived under the qualified accruals 
rules or otherwise); or". 

(2) Section 177 (2) is replaced by: 
"(2) The Commissioner may, if the Commissioner thinks fit, 

at any time after receipt of the application referred to in 
subsection (1), require any taxpayer to whom this 
section applies to make a return in relation to a specified 
transaction or transactions from which gross income has been 
derived or any specified period in which gross income has been 
derived, and may assess the taxpayer for income tax 
accordingly and shall give notice of the assessment to the 
person so assessed, and subsections (3) to (6) of section 44 shall 
apply to such an assessment as if it were an assessment made 
in accordance with subsection (2) of that section.". 

480. Remission of additional tax imposed on 
underestimation-(I) Section 178 (3Xa) is replaced by: 

"(a) The transaction or event is the payment of directors' 
fees, salary, wages, or other gross income for or on 
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account of service as an employee to any taxpayer 
who is a shareholder in or an employee of a close 
company; or". 

(2) Section 178 (5Xa) and (b) are replaced by: 
"(a) The allocation of gross income derived by the taxpayer; 

or 
"(b) The incurring of expenditure which is allowed as a 

deduction to the taxpayer-". 

481. Obligation to pay tax on foreign investment fund 
income able to be suspended-(I) Section 183 (I Xc) is 
replaced by: 

"(c) Has an income tax liability for the income year; and". 
(2) In section 183 (lXe), the portion before subparagraph (ii) 

is replaced by: 
"(e) The taxable income of the person for the income year, 

less the aggregate of-
"(i) The income tax payable by the person under 

the Income Tax Act 1994 (but for this subsection) 
with respect to the taxable income; and". 

(3) In section 183 (lXg), the definition of quantity "c" is 
replaced by: 

"c is the annual gross income of the person for the 
. d" mcome year; an . 

482. Refund of tax paid on income subsequendy 
exempted by Order in Council-Section 184 is replaced by: 

"184. In any case where the Commissioner is satisfied that 
income tax has been paid in relation to any income, which is 
exempt from tax by virtue of any Order in Council under 
section BH 1 of the Income Tax Act 1994 or the corresponding 
provisions of any former Act, being income derived before the 
date of the Order in Council, the Commissioner, 
notwithstanding anything in section MD 1 of the Income Tax 
Act 1994, may refund the amount of the tax so paid if written 
application is made by or on behalf of the taxpayer at any time 
within 4 years after the date of the Order in Council.". 

483. Consequential changes to words resulting from 
new terminology-(l) Wherever it occurs, "income" is 
replaced by "gross income" in the following sections: 

33A (l)(d) 
82 (7) 

82 (5)(a) 
82 (6Xb) 

108 (2Xb) 
178 (3Xa) 
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(2) Wherever it occurs, "loss" is replaced by "net loss" in the 
following .sections: 
43A (6XbXi) 111 (5) 112 (2) 
43A (6XbXiii) 111 (6) 112 (3) 
111 (2) 112 (1) 120T (1Xa) 
111 (3) 

(3) Wherever it occurs, "levied" is replaced by "imposed" in 
the following sections: 
93 (1) 97 (1) 101 (1) 
93 (3) 97 (4) 102 (3) 
94 (1) 98 (1) 103 (1) 
94 (3) 98 (3) 104 (1) 
95 (1) 99 (3) 104 (4) 
95 (3) 100 (1) 106 (1) 
96 (3) 100 (4) 140D (1) 

PART 3 
CONSEQUENTIAL AMENDMENTS TO OTHER Acrs 

484. Consequential amendments to other Acts-The 
enactments specified in Schedule 3 are amended as set out in 
that Schedule. 
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SCHEDULES 

Section 412 (2) SCHEDULE 1 

AMENDMENTS TO DEFINITIONS IN SECTION OB 1 

Definition 

Accrual expenditure 

Adjusted tax value 

Amendment 

By replacing the portion before para
graph (a) with: 

"in sections EF 1 and FE 4, in rela
tion to any person, means any 
amount of expenditure 
incurred on or after 1 August 
1986 by the person that is 
allowed as a deduction under 
this Act, or was deductible 
under the Income Tax Act 
1976, other than expenditure 
incurred-" . 

By replacing para~ph (aXiiiXA) with: 
"(A) Since its acquisition 

by the taxpayer has 
been, in respect of 
any income year, 
property for which 
no amount could 
have been claimed as 
a deduction in respect 
of depreciation to the 
taxpayer under 
section EG 1 of this 
Act or section 108 of 
the Income Tax Act 
1976 (whether by vir
tue of the nature of 
the taxpayer's use of 
the property or the 
non-residence of the 
taxpayer or other
wise); and". 

By replacin~ the portion of the definition of 
quantity 'ad" before subparagraph (iXo) 
with: 

"ad (aggregate deductions) is 
the aggregate amount of-

"(i) Any depreciation deduc
tions that would, before the 
income year in which the parti
cular ttme falls, have been 
allowed as a deduction to the 
taxpayer if the ~roperty had 
been used or available for use 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Adjusted tax value-con
tinued 

Allowable deduction 
Amount 

Assessable income 

Amendment 

by the taxpayer wholly in deriv
ing gross income of the tax
payer at all times since-

By repealing it. 

"(A) The date of the tax
payer's acquisition of 
the property, in the 
case 01 property to 
which paragtaph (i) of 
the item bv (base 
value) applies; or 

"(B) The end of the 
1992-93 income 
year, in the case of 
property to which 
paragraph (ii) of the 
Item bv (base value) 
applies; or 

"(C) The be~ of the 
month ID the income 
year in which the tax
payer became enti
tled to an allowable 
deduction in respect 
of depreciation under 
section EG 1 of this 
Act or section 108 of 
the Income Tax Act 
1976, in the case of 
property to which 
paragraph (ill) of the 
Item bv (base value) 
applies; or". 

By replacing paragraph (a) with: 
"(a) Inc1udes an amount in 

money's worth:". 
By replacing it with: 

"'Assessable income' means, in 
respect of the 1995-96 and a 
prior income year, the assessa
ble income as defined for the 
purposes of that income year 
under this Act or the Income 
Tax Act 1976:". 
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SCHEDULE I-continued 

AMENDMENTs TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Assessable income from 
forestry 

Assessable income from min
ing 

Authorised savings institu
tion 

Available subscribed capital 

Beneficiary income 

By repealing it. 

By repealing it. 

Amendment 

By replacing "Part ID" with "Part IZ". 

By replacing paragra.{>hs (vi) and (vii) of the 
definition of quannty "b" with: 

"(vi) Any amount in respect 
of any taxable bonus issue 
(except to the extent fully 
credited) made to a share
holder to whom the bonus issue 
was exempt income under sec
tions CB 10 (1) to (3) and CZ 4; 
or 

"(vii) Any consideration 
received by the company which 
is priniarily attributable, 
directly or indirecdy, to the 
payment by the company of a 
diVidend (except to the extent 
fully credited) to a shareholder 
where-

"(A) 'nle dividend was 
exempt income of 
the shareholder 
under sections 
CB 10 (1) to (3) and 
CZ 4; and 

"(B) 'nle shareholder was 
not required by 
section NH 1 to 
deduct an amount by 
way of dividend with
holding payment,
in respect of the divi
dend; or". 

By replacing it with: 
" 'Beneficiary income', in relation to 

any person who is a beneficiary 
of a trust for an income year, 
means: 

"(a) Any gross income 
derived during that income 
year by a trustee of the trust to 
the extent to which it-
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Beneficiary 
tinued 

income-con-

Branch equivalent income or 
loss 

Amendment 

"(i) During that income 
rear vests absolutely 
ID interest in the 
beneficiary; or 

"(ii) Is paid or applied by 
the trustee to or for 
the benefit of the 
beneficiary during, or 
within 6 months after 
the end of, that 
income year; or 

"(b) Any foreign sourced 
amount derived during that 
income year by a trustee of a 
trust that would have been 
gross income of the trustee had 
any setdor of the trust been res
ident in New Zealand at any 
time during the income year, to 
the extent to which it-

"(i) During that income 
year vests absolutely 
in interest in the 
beneficiary; or 

"(ii) Is paid or applied by 
the trustee to or for 
the benefit of the 
beneficiary during, or 
within 6 months iller 
the end of, that 
income year;-

but does not include gross 
income derived by a trustee of 
the trust in any income rear 
during which the trust IS a 
superannuation fimd: 

Provided that the provisions 
of this definition do not apply 
to a unit trust:". 

By replacing it with: 
" 'Branch equivalent income or loss', 

in relatIon to any foreign com
pany and any accounting 
period, means the net income 
or net loss that would arise with 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Branch equivalent income or 
loss-continued 

Business purposes or busi
ness use 

Capital gain amount 

Category A income 

Category B income 

Commission agency contract 

Amendment 

respect to that accounting 
period in accordance vricli 
section CG 11:". 

By replacing it vrith: 
"'Business purposes' , or 'business 

use', in sections DH 1 to DH 4, 
in relation to the use of a motor 
vehicle and to a taxpayer, 
means travel undertaken by the 
vehicle wholly and exclusively 
in derivinR gross income of the 
taxpayer: . 

By replacing paragraph (b) vrith: 
"(b) Any capital gain amount 

of the company determined in 
accordance vrith subsections (7) 
to (10) of section CF 3:". 

By replacing it vrith: 
, 'Category A income', in relation to a 

group investment fimd (not 
being a designated group 
investment fimd), means so 
much of the gross income 
derived from the investments 
and funds of the group invest
ment fund in any income year 
as is calculated in accordance 
vrith the following formula: 

- xc "( a) b 

"where-
"a is the specified value; and 
"b is the current value of all the 

investments and fimds of the 
group investment fimd; and 

"c is the gross income derived 
from all of the investments 
and fimds of the group 
investment fund in that 
income year:". 

By replacing "assessable income" vrith 
"gross income". 

By replacing it vrith: 
"'Commission agency contract' is 
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SCHEDULE I-continued 

AMENDMENTs TO DEFINfTIONS IN SECTION OB I-continued 

Commission agency con· 
tract -continued 

Commission agent 

Company 

Continuity provisions 
Corpus 

Cost price 

Amendment 

defined in section OE 5 (2) for 
the purposes of that section:". 

By replacing it with: 
" 'Commission agent' is defined in 

section OE 5 (2) for the PW'
poses of that section:". 

In paragrciph (bXiii), by replacing "derives 
income" with "derives gross income". 

By replacing "IG 2 (lXb)" with "IG 2 (1)". 
By replacing paragraph (b) with: 

"(b) A settlement of property 
on the trust, whether made 
directly . or indirec?y by one 
transacUon or a senes of trans
actions, which property would, 
but for that settlement-

"(i) Have constituted gross 
income of the settlor; 
or 

"(ii) Have constituted gross 
income of the settlor 
if at the time of that 
settlement the settlor 
had been a person 
resident in New 
Zealand subject to the 
provisions of this 
Act:". 

By replacing paragraph (d) with: 
"(d) A settlement of property 

on the trust, whether made 
directly or indirectly by one 
transaction or a series of trans
actions, in respect of which set
tlement the settlor claims an 
allowable deduction: 

Provided that the provisions 
of this definition do not apply 
to a unit trust:". 

By replacing the second proviso in para
graph (b) with: 

"Provided also that in any 
case where that lease asset haS, 
before the entering into of the 
lease, been used by the lessor in 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINmONS IN SECTION OB I-continued 

Definition 

Cost price-continued 

Depreciable property 

Amendment 

deriving gross income, the cost 
price of the lease asset shall be 
equal to the capital expendi
ture inCWTed by the lessor in 
acquiring the lease asset, 
reduced by the aggregate of all 
allowable deductions ID respect 
of depreciation allowed to the 
lessor in respect of that lease 
asset by the Commissioner in 
eveJj' income year:". 

By replacing paragraph (a) with: 
"(a) Means any property of 

that taxpayer which might 
reasonably be expected in nor
mal circumstances to decline in 
value while used or available 
for use by persons-

"(i) In deriving gross 
income; or 

"(ii) In carrying on a busi
ness for the purpose 
?f deri~ gross 
mcome; but. 

By replacing paragraph (bXvi) with: 
"(vi) Pro~ the cost of 

which is allowed as a 
deduction under any 
of sections BD 2 
(IXbXi) and (ii), DJ 6, 
DJ 11, DL 6, OM 1, 
DO 3, DO 6, DO 7, 
DZ 1, DZ 3, EO 5, 
EZ 5, and EZ 6, or by 
virtue of an amortisa
tion or other similar 
deduction allowed 
under any section of 
this Act such as sec
tions DJ 9, DL 2, 
DO 4, DO 5, and 
EO 2, other than sec
tions EG 1 to EG 15 
and section EG 18:". 

By replacing paragrn.ph (bXviii) with: 
"(viii) Property the cost of 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Depreciable property-con
tinued 

Depreciating property 

Depreciation loss 

Amendment 

which was or is 
allowed as a deduc
tion in any income 
year to any other tax
payer under any of 
sections DO 3, DZ 2, 
DZ 3 and DZ 4 of this 
Act (or any of sec
tions 127, 127A 
and 128 of the 
Income Tax Act 1976 
or sections 119, 119n 
and 119G of the Land 
and Income Tax 
Act 1954):". 

By replacing it with: 
" 'Depreciating property' in sections 

FD 10 ana FE 6, means, in rela
tion to a taxpayer, property in 
respect of which the taxpayer 
haS claimed or will claim an 
allowable deduction on account 
of-

"(a) Depreciation under 
section EG 1; or 

"(b) Amortisation of expendi
ture under section EZ 5, section 
EZ 6, or any other amortisation 
provision:" . 

By replacing it with: 
" 'Depreciation loss'-

. "(a) In the definition of 'film 
expenditure' and in section 
EO 3, in relation to a film, 
means the amount of the allow
ance or the aggregate of the 
allowances by way of deprecia
tion, in respect of any asset 
(being an asset used in produc
ing the film) that, had that asset 
been used in deriving gross 
income in the income years in 
which the cost of production of 
the film was incurred, would 
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SCHEDULE I-continued 

.AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Depreciation loss-continued 

Development expenditure 

Dispose 

Disposition 

Amendment 

have been allowed as a deduc
tion under this Act: 

"(b) In the definition of 'film 
production expenditure' and in 
section EO 4, in relation to a 
film, means the amount of the 
allowance or the aggregate of 
the allowances by way of 
depreciation, in respect of any 
asset (being an asset used in 
producing the film) that, had 
that asset been used in deriving 
gross income in the income 
years in which the film produc
tion expenditure in relation to 
the film was incurred, would 
have been allowed as a deduc
tion under this Act:". 

By replacing ~ph (bXill) with: 
"(ill) Any other expendi

ture which is allowed 
as a deduction as 
incurred under any 
section of this Act 
other than sections 
DM 1 to DM 8 and 
which is not excluded 
from deductibility 
under any of sections 
BD 2 (2), DB 1, DD 1, 
DF 1, DJ 1, DO 1, 
and GD 4:". 

In .~~J>hs (aXviXB), (cXviXB), and 
(d)(viXB), 'assessable income" is replaced 
with "gross income". 

By replacing it with: 
" 'Dispose' in sections Cl 6, DM 1 to 

DM 10, and GC 12 has a 
corresponcling meaning to par-
~.!:iJ~~,~~ the definition of 

By replacing paragraph (b) with: 
"(b) In sections CJ 6, DM 1 to 

DM 10, EF 2, and GC 2 means 
the sale or transfer of any 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Disposition-continued 

Double tax agreement 

Eligible company 

&tablished activity 

Amendment 

assets, voluntarily or involunta
rily, and includes loss or 
destruction:" . 

By replacing it with: 
"'Double tax agreement' means a 

convention or agreement made 
between the Government of a 
territory outside New Zealand 
and the Government of New 
Zealand, with a view to afford
ing relief from double taxation 
in relation to fc>re!gn tax 
imposed by the laws of that ter
ritory and New Zealand tax, 
being an ~ement specified 
in an Order in CouncA made 
under section BH 1 of this Act 
or the corresponding provision 
of any former Act:". 

By repla~ it with: 
" '~~e company', in the consoli-

(knon rules, means, at any 
time, a company which is at 
that time iesident in New 
Zealand and is not-

"(a) A comF.OY which, in 
accordance WIth provisions of 
arrangements to which effect is 
given by an Order in Council 
inade under section BH 1, is 
treated as not being resident in 
New Zealand for the purpose of 
the arrangements; or 

"(b) A company which 
derives only exempt income 
(not being a company where 
that income is exempt under 
section CB 10, but mcluding 
any local authority that is not a 
local authority trading enter
prise); or 

"(c) A loss attributing qualify
ing company:". 

By replacing it with: 
" '&tablished activity' is defined in 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINmONS IN SECTION OB I-continued 

Definition 

Established activity-con-
tinued 

Estimated useful life 

Exempt 'interest 

Expenditure on acc01Ult of 
an employee 

Film expenditure 

Amendment 

section lE 2 (8) for the purposes 
of that section:". 

By replacing it with: 
"'Estimated useful life' means, in 

respect of any depreciable 
property or any high-priced 
livestock, the period over which 
such property might reason
ably be expected to be useful in 
deriving gross income or carry. 
ing on a business in New 
Zealand, having regard to such 
factors as likely wear and tear, 
the passage of time, exhaus
tion, and obsolescence and 
based upon an assumption of 
normal and reasonable mainte
nance:". 

By replacing paragraph (c) with: 
"(c) Exempt income under 

section CB 2 (1 )(b) or section 
CB 9 (e); or". 

By replacing paragraph (f) with: 
"(f) Payable on National 

Development Bonds or New 
Zealand Savings Certificates to 
the extent that interest is 
exempt income under section 
CB 1 (1 )(a); or". 

By replacing para~ph (aXi) with: 
"(i) A payment that is, or 

such part of a pay
ment as is, exempt 
income under section 
CB 12:". 

By replacing it with: 
"'Film expenditure', in the defini

tion oT 'cost of production' and 
in sections EO 3 and GC 11, in 
relation to a film, means any 
expenditure (not beinS expen
diture incurred in acqwring any 
asset in respect of which a 
deduction by way of deprecia
tion is allowed) in respect of 
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SCHEDULE I-continued 

AMENDMENTs TO DEFINITIONS IN SECTION OB I-continued 

Film expenditure-continued 

Film production expenditure 

First business day 

Foreign company 

Amendment 

which a deduction is allowed; 
and includes any loss in respect 
of which a deduction is allowed 
in section BD 2 (IXbXi) and (ii) 
and any depreciation loss:". 

By replacing the portion before para
gnph (a) with: 

"'Film production expenditure', in 
relation to a filni and to any 
taxpayer, means any expendi
ture (not ~ expenditure 
incurred in acqwring any asset 
in respect of which a deduction 
by way of depreciation is 
allowed) in respect of which a 
deduction is allowed; and 
includes any loss which may be 
allowed as a deduction under 
section BD 2 (IXbXi) and (ii), 
being expenditure and being a 
loss incurred by the taxpayer in 
producing any film (whether 
that expenditure was incurred 
prior to, on, or subsequent to 
the date on which the film is 
completed) in relation to which 
the taxpayer is, or is expected 
to become, a film owner; and 
also includes any depreciation 
loss in relation to the film; but 
does not include any expendi
ture incurred by the tax
payer-". 

By replacing it with: 
"'First business day', in the provi

sional tax rules, in relation to a 
taxable activity, means the first 
day in an income year on 
which gross income is derived 
or expenditure incurred as a 
result of carrying on that taxa
ble activity:". 

By replacing ~ph (aXii) with: 
"(ii) Is resident in New 

Zealand but is not 
su~ect to tax in 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Foreign company-continued 

Foreign non-dividend 
income 

Income 

Income from employment 

Income from personal exer· 
tion 

Income year 

Amendment 

respect of part or all 
of its income under a 
provision of ~e
ments to which effect 
is given by an Order 
in Council made 
under section BH I, 
where that company 
is, for the purposes of 
the arrangements, 
treated as not being a 
resident of New 
Zealand:" . 

By replacing paragraph (bXii) with: 
"(ii) Is resident in New 

Zealand but, under a 
provision of ~e
ments to which effect 
is given by an Order 
in Council made 
under section BH I, is 
treated as not being 
resident in New 
Zealand for the pur
pose of the arrange
ments:". 

By replacing "assessable income" with 
"gross income" 

By replacing it with: 
"'Income' is defined in section 

FC 11 (6) for the purposes of 
that section:". 

By replacing para~ph (bXii) with: 
"(ii) Any salary, wages, or 

other gross income to 
which section 
OB 2 (2) applies:". 

By replacing it with: 
" 'Income from personal exertion' is 

defined in section lE 2 (8) for 
the purposes of that section:". 

By replacing it with: 
" 'Income year'-

"(a) In respect of the gross 
income of any F.son, means 
the year in which that gross 
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SCHEDULE I-continued 

AMENDMENTs TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Income year-continued 

Interest 

Land 

Liability 

Life insurer 

Low value property 

Maori 

Amendment 

income is allocated in accor
dance with section BD 3: 

"(b) In res~t of the net 
income, taxable income, or net 
loss of any person, means the 
year to which gross income in 
respect of which that amount is 
calculated is allocated in accor
dance with section BD 3, and 

"(c) In Part B, means any 
period for which a person IS 

assessed for income tax, includ
ing a period other than a year 
for which the person is assessed 
for income tax in accor~ce 
with section 39 of the Tax 
Administration Act 1994:". 

In paragraph (a), by replacing "deriving of 
income" with "deriving of gross 
income". 

By replacing the portion of paragraph (a) 
before subparagraph (i) with: . 

"(a) In paragraphs (a) and (d) 
of the definition of 'trading 
stock' and in sections CD 1, 
CD 4, DJ 13, FE 6 (3A) and (3B), 
FF 6, GD 2, and GD 9, 
includes-" . 

By replacing it with: 
" 'Liability' in the definition of 'tax 

avoidance', includes a potential 
or prospective liability to future 
income tax:". 

In paragraph (a), by replacing "underwrit
ing income" with "underwriting result". 

By replacing paragraph (f) with: 
"(f) The cost of which is not 

allowed as a deduction other 
than in accordance with section 
EG 16:". 

By replacing paragraph (b) with: 
"(b) In sections llli 1 to 

llli 5, means a ~son belong
ing to the aboriginal race of 
New Zealand; and includes a 
person descended from a 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Maori-continued 

Maximum deposit 

Amendment 

Maori; and, except for the pur· 
J!<!ses of the definition of 
Maori authority', also inqudes 

any person legally or benefi· 
cially entitled to any gross 
income of a Maori authority:". 

By replacing the portion before para
graph (bXi) with: 

" 'Maximum deposit'-
"(a) In sections El 1 to El 10, 

in respect of an accounting 
year, means-

"(i) Where the taxpayer 
(not being a com
pany, or a public 
authority, or a Maori 
authority, or an unin
corporated body) 
denves gross income 
from forestry, an 
amount equal to the 
net income of the tax
payer that would 
arise for the year if 
gross income from 
forestry derived in 
that accounting year 
were the only gross 
income derived by 
the taxpayer; and 

"(ii) Where any taxpayer is 
engaged in any busi
ness of fishing, an 
amount equal to the 
net income of the tax
payer that would 
arise for the year if 
gross income derived 
by the taxpayer in 
that accounting year 
from that business 
were the only gross 
income derived by 
the taxpayer; and 

"(ili) Where any taxpayer 
is engaged in any 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINTI10NS IN SECTION OB I-continued 

Maximum 
tinued 

Definition 

deposit-con-

Amendment 

farming or agricul
tural business on any 
land in New Zealand, 
an amoWlt equal to 
the net income of the 
taxpa}"er that would 
arise for the year if 
gross income derived 
by the taxpayer in 
that accoWlting year 
from that business 
were the only gross 
income derived by' 
the taxpayer, and if 
section El 11 did not 
apply to any amoWlt 
deposited by the tax
payer in respect of 
that accoWlting year 
in the taxpayer's 
adverse event mcome 
equalisation acCOWlt 
from that business,-

the amoWlt being calculated in 
each case without reference to 
any adjustments made under 
any provision of this Act 
authorisin~ the apportionment 
or allocanon of gross income 
derived or expenditure 
incurred to any accOWlting 
year other than the accoWlting 
year in which the gross income 
was in fact derived, or the 
expenditure was in fact 
inCurred, or Wlder sections El 1 
to El 10 or sections El 18 to 
El 15: 

Provided that, in respect of 
any accoWlting year or 
accoWlting years, the 
Governor-General may, by 
Order in COWlcil, declare that, 
in relation to any taxpayer 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Maximum 
tinued 

Member 

Definition 

deposit-con-

Mining operations 

Net specified income 

Amendment 

(being a tax.Fyer to whom sub
paragraph (iii) would otherwise 
apply), the maximum deposit 
shall be an amount calculated 
in the manner specified in the 
Order in Council or shall be an 
unlimited amount: 

"(b) In sections El 11 to 
El 16, in relation to a taxpayer 
and an accounting year, means, 
where the taxpayer is engaged 
in any farming or agricultural 
business on any land in New 
Zealand, an amount equal to 
the total net income that would 
arise for the taxpaXer and that 
accounting year if the gross 
income arid allowable deduc· 
tions of the taxpayer were 
determined solely by reference 
to_". 

In para2Taph (a), by' replacing "CF 3 (IXi)" 
with'rlCF 3 (IXia)". 

By replacing "assessable income", wherever 
it occurs, with "gross income". 

By ;,%~cing the definition of quantity "a" 

"a is an amount equal to so much of 
the net income of the person 
for the income year that con
tains the specified period as, in 
the opinion of the Commis· 
sioner, is attributable to the 
weeks in relation to which, in 
~e s~ed period, the ~n 
15 a tUn-time earner; and". 

By replacing paI<tgraph (b) with: 
"(b) An amount equal to the 

income tax liability of the per
son if the amount calculated 
under ,rara:graph (a) were the 
person s net income and any 
rebate of tax allowed under 
section KC 1 were taken into 
account:" . 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINmONS IN SECTION OB I-continued 

Definition 

New provisional taxpayer 

New Zealand tax 

Non-resident 
income 

Option 
Paid 

Payor payment 

Payable 

withholding 

Amendment 

By replacing "assessable income" wherever 
it occurs, with "gross income". 

By replacing it with: 
"'New Zealand tax', in the defini

tions of 'foreign tax' and 
'double tax agreement' and in 
sections LC 2, LC 3, LC 6, 
LC 13, and LC 14, means 
income tax imposed as such by 
this Act or any corresponding 
former Act:". 

By replacing it with: 
" 'Non-resident withholding 

income', means dividends, roy
alties, interest, and investment 
society dividends to which 
section NG 1 ap~lies:". 

By replacing "GC 13" with GC 3". 
By replacing paragraph (a) with: 

"(a) In relation to interest 
and to any redemption pay
ment, being gross mcome or 
non-resident withholding 
income, derived by any person 
from money lent by the per
son, includes distributed, 
credited, or dealt with in the 
interest of or on behalf of the 
person." .. 

By replacing paragraph (a) with: 
"(a) In relation to interest 

and to any redemption pay
ment, being gross mcome or 
non-resident withholding 
income, derived by any person 
from money lent by ilie per
son, has a corresponding mean-
ing ~~ para~p~" (a) of the 
delininon of paid: . 

By replacing it with: 
" 'Payable' in relation to interest and 

to any redemption payment, 
being gross income or 
non-resident withholding 
income, derived by any person 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Payable-continued 

Petroleum exploration opera· 
tions 

Petroleum mining operations 

Petroleum permit 

Pool depreciation method 

Poolable property 

Prescribed amount 

Amendment 

from money lent by the per
son, has a corresponding mean
ing to parapph (a) of the 
definition of paid':". 

By replacing "assessable income" with 
"gross income". 

In paragraph (aXiii), by replacing "assessa· 
ble income" with "gross income". 

By replacing it with: 
" 'Petroleum permit' means-

"(a) A permit that relates to 
petroleum; and 

"(b) A petroleum licence;
and in sections DM 3 to DM 10 
every reference to a petroleum 
permit shall also apply to a 
replacement permit, and all 
expenditure mcurred, deduc· 
tions allowed, and petroleum 
mining assets that are attributa
ble to that petroleum pennit 
shall be attributable to the 
replacement permit:". 

By replacing it with: 
" 'Pool depreciation method' in the 

definition of 'pool' and in sec
tions EG 1 to EG 14, means the 
method of calculating allowa
ble deductions in respect of 
depreciation set out in sections 
EG 2 (2) and EG 11:". 

By replacing paragraph (b) with: 
"(b) Is used or available for 

use by the taxpayer wholly in 
deriving gross income or in car
rying on a business for the pur
pose of deriving gross income, 
or, if it is not so wholly used or 
available for use, that other use 
is subject to fringe benefit tax; 
and". 

By replacing it with: 
"'Prescribed amount' in sections 

DN 4 and IH 5, in relation to a 
resident mining operator and 
to an income year, means an 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Prescribed 
tinued 

aIIlount-con-

Q.ualifying amalgamation 

Amendment 

aIIlount equal to 50% of the 
aIIlount by which the ~oss 
income derived by that reSldent 
mining operator ID that income 
year otherwise than from the 
resident mining operator's min
in~ operations or associated 
nnning operations exceeds the 
aggregate of the expenditure 
alia losses (being expenditure 
and losses that are allowed as 
deductions under this Act) 
incurred by the resident mining 
operator in that income year in 
deriving that gross income:". 

By replacing paragraph (a) with: 
"(a) Each of the amalgamat· 

ing companies and the aInalga
mated company is, at the time 
of the amalgamation, resident 
in New Zealand and is not-

"(i) A company which, 
pursuant to provi
sions of a.rraIlge
ments to which effect 
is given by an Order 
in Council made 
under section BH 1, is 
treated as not being 
resident in New 
Zealand for the pur
pose of the arrange
ments; or 

"(ii) A company which 
derives only exempt 
income (not being a 
company where that 
income is exempt 
under section CB 10, 
but including any 
local authority that 15 

not a local authority 
trading enterprise); 
and". 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Q.ualifying trust 

Reinvestment profit 

Related activity 

Residual income tax liability 

Revenue account property 

Amendment 

By replacing it with: 
" 'Q.Ualifying trust'-

"(a) In relation to any trust, 
other than a superannuation 
fund, and any income year in 
which a distribution is made 
from that trust, means any 
trust, if in all income years 
commencing with the income 
year in which a setdement was 
first made-

"(i) To that trust; or 
"(ii) For the benefit of that 

trust; or 
"(iii) On the terms of that 

trust,-
until the income year in which 
the distribution is made,-

"(iv) No amount of trustee 
income was only non
resident withholding 
income; or 

"(v) Neither section BD 1 
(2Xc) nor section lffi 
4 (3B) have applied to 
the trustee of the 
trust to exclude from 
gross income any 
amount derived from 
outside New Zealand; 

and all the trustee's obligations 
in respect of the trustee's 
income tax liability have been 
satisfied: 

"(b) Includes a superannua
tion fund:". 

By replacing "assessable income" with 
"gross income"_ 

By replacing it with: 
"'Related activity' is defined in 

section lE 2 (8) for the purposes 
of that section:". 

By omitting "deducted from or" wherever 
it occurs. 

By replacing it with: 
" 'Revenue account property' 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Revenue account property
continued 

Salary or wages 

Security payment 

Serving employee 

Amendment 

means, in respect of any per
son, property which is trading 
stock. of the person or other
wise property in respect of 
which any amount derived on 
disposition would be gross 
income of the person other 
than under section EG 19:". 

By replacing paragraph (d) with: 
"(d) Any payment to the 

extent to which, under section 
DF 8 (1), it is deemed to be an 
amount of expenditure of the 
kind referred to in section BD 2 
(I)(bXii); and". 

By replacing paragraph (e) with: 
"(e) An extra payment that is 

included in gross income under 
section CC 1; and". 

By replacing paragraph (k) with: 
"(k) Any salary, wages, or 

other gross income to which 
section OB 2 (2) applies; or". 

By replacing it with: 
" 'Security payment' in the qualified 

accruals rules, means money 
received by the holder of a 
security arrangement to the 
extent that the money is 
received in relation to a loss 
incurred due to the failure of 
performance of the secured 
arrangement and the value of 
the money is gross income of 
the holder:". 

By replacing it with: 
"'Serving employee' in sections 

CC 2 and DF 6, in relation to 
any employer, means a person 
who has (whether before or 
after the commencement of 
this Act) been called up for ser
vice in any of the naval, mili
tary, or air forces of the Crown, 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECI10N OB I-continued 

Definition 

Serving employee-continued 

Shareholder 

Shareholder~ployee 

Special accowlt 
Special farm ownership 

accoWlt 
Special fishing vessel owner· 

ship accoWlt 
Special home ownership 

accoWlt 
Specified dividends 

Amendment 

whether on volWltary enlist
ment or otherwise, and 
whether within New Zealand or 
elsewhere, and who when the 
person was called up was 
employed by the person's 
employer in such circum
stances that the whole or any 
part of the wages, salary, allow
ance, or other remWleration 
paid to the person by the 
employer is allowed as a deduc
tion to the employer; and 
'employer' has a corresponding 
meaning; and for the purposes 
of this definition, any person 
who occupies or has occupied 
in relation to any company the 
position of director, by what
ever name called, shall be 
deemed to be or to have been 
employed by the company:". 

By replacing ~ph (cXiii) with: 
"(iii) Any investor of a 

group investment 
fund in so far as the 
investor derives cate
gory A income from 
the group investment 
fund:". 

By replacing paragraph (a) with: 
"(a) In sections EB 1 and 

EF 1, means a person who 
receives or is entided to receive 
salary, wages or other gross 
income to which section 
OB 2 (2) applies:". 

By replacing "Part ID" with "Part IZ". 
By replacing "Part ID" with "Part IZ". 

By replacing "Part ID" with "Part IZ". 

By replacing "Part ID" with "Part IZ". 

By replacing para~ph (aXiii) with: 
"(iii) A company all the 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Specified 
tinued 

Definition 

dividends-con-

Specified income 

Statutory producer board or 
producer board 

Tax avoidance 

Taxable distribution 

Amendment 

income of which is 
exempt income 
otherwise than under 
section CB 10 or 
section CZ 4; or". 

By replacing paragraph (b) with: 
"(b) In Parts JB and NI, in 

relation to a New Zealand 
superannuitant and to any 
income year, means the 
amount that would be the taxa
ble income of the New Zealand 
superannuitant for the income 
year if the source deduction 
payments derived by the super
annuitant had not been so 
derived:". 

By replacing paragraph (c) with: 
"(c) Any primary producer 

board or marketing board 
established by any Act-
but in the definition of 'special 
corporate entity' , and in sec
tions HF 1, OC 3, and OF 2 
(2Xm) does not include a body 
that derives only exempt 
income:". 

By replacing the portion before para
graph (a) with: 

"in sections BG 1, EH 1, GB 1, and 
GC 12, includes-". 

By replacing paragraph (b) with: 
"(b) In the case of a foreign 

trust, profits derived in any 
income year by the trustee of 
the trust from the realisation of 
a capital asset of the trust or 
any other capital profit or capi
tal gain realiSed by the trustee 
in any income year, not being 
profit or gain required to be 
taken into account for the pur
pose of determining an income 
tax liability, less any capital loss 
incurred by the trustee of the 
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SCHEDULE I-continued 

AMENDMENTs TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Taxable distribution-con
tinued 

Trading stock 

Trustee income 

Amendment 

trust from the realisation of a 
capital asset of the trust or 
otherwise in the income year 
during which the profit or gain 
was realised;-". 

By replacing "income derived" with "gross 
income derived". 

By replacing paragraph (aXiv) with: 
"(iv) Any land, any 

amount derived from 
the sale or other dis
posal of w~ch would 
be gross mcome to 
which section CD 1 
applies:" . 

By replacing the portion of pcuagraph (b) 
belore sUbparagraph (i) with: 

"In paragraph (a) of the defi
nition of 'cost price', in the defi
nitions 01 'depreciable 
property', 'market selling 
price', 'Ill3rket value', and 'pro
duce transactions', and in the 
consolidation rules and sections 
CG 8, CK 3, EE 1, EF 2, FB S, 
FC 4, FC 10, FE 6, FG 4, HF 1, 
OB 4 (3), and OC S 
includes-" . 

By replacing ~ph (dXvii) with: 
"(vii} Any land, any 

amount derived from 
the sale or other dis
posal of which would 
be gross income to 
which section CD 1 
applies:" . 

By replacing it with: 
" 'Trustee income' in the definition 

of 'qualifying trust' and in the 
trust rules and section CB 4, in 
relation to any trust and any 
income year, means gross 
income derived by a trustee of 
that trust, not being, in the case 
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SCHEDULE I-continued 

AMENDMENTS TO DEFINITIONS IN SECTION OB I-continued 

Definition 

Trustee income-continued 

Underwriting income 
Withdrawal certificate 
Withdrawal income 

Withdrawal tax 

Amendment 

of any trust other than a super
annuation fund, gross income 
that-

"(a) During that income year 
vests absolutdy in interest in a 
beneficiary of the trust; or 

"(b) Is paid or applied by the 
trustee to or for the benefit of a 
beneficiary of the trust during, 
or within 6 months after the 
end of, that income year: 

Provided that the provisions 
of this definition do not apply 
to a unit trust:". 

By repealing it. 
By replacing "Part ID" with "Pan IZ". 
By replacing it with: 

" 'Withdrawal income' means with
drawal income as determined 
under section IZ 3:". 

By replacing "section ID 2" with 
"sectton IZ 2". 
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SCHEDULE 2 
Section 424 "SCHEDULE 1 

"BASIC RATES OF INCOME TAX AND SPECIFIED SUPERANNUATION 
CONI'RIBUfION WmrnOLDING TAX 

"PART A 
"INCOME TAX 

"I. Policyholder income-On the amount of schedular taxable income 
in respect of policyholder income of a person, the basic rate of income tax 
shall be 33 cents tor every $1 of that schedular taxable income. 

"2. Maori authorities-The basic rate of income tax for the taxable 
income of a Maori authority shall be 25 cents for every $1 of that taxable 
income. 

"S. Undistributed rents, royalties, and interest of Maori Trustee
The basic rate of income tax for the taxable income of the Maori trustee 
shall be 25 cents for every $1 of that taxable income. 

"4. Trustee income-On the taxable income of a trustee, where such 
taxable income is not included within any of the provisions of clauses 3, and 
6 to 8, (whether or not the trustee is a company or a corporation), the basic 
rate of income tax shall be 33 cents for every $1 of that taxable income. 

"5. ComJlUlies-On all taxable income not included within any of the 
provisions of clauses 1, 2 or 3, the basic rate of income tax on the taxable 
Ulcome of a company shall be 33 cents for every $1 of that taxable income. 

"6. Trustees of superannuation funds-On the taxable income of a 
trustee of any superannuation fimd, the basic rate of income tax shall be 33 
cents for every $1 of that taxable income. 

"7. Trustees of grou,P investments funds-On the amount of 
schedular taxable income m respect of category A income of a trustee, the 
basic rate of tax shall be 33 cents for every $1 of that schedular taxable 
income. 

"8. Taxable distributions from non-qualifying trusts-On all 
taxable distributions from non-qualifying trusts the basic rate of income tax 
shall be 45 cents for every $1 of the taxable distribution. 

"9. Other taxpayers-On all taxable income not included within any of 
the provisions of clauses 1 to 10, the basic rate of tax for every $1 of the 
taxable income shall be the effective rate of tax ascertained by calculating 
tax on that taxable income in accordance with the rates of tax specified in 
Part B and dividing the tax so calculated by the number of dollais included 
in that taxable income. 

"10. Specified superannuation contribution withholding tax-On 
the amount of any specified superannuation contribution (being the gross 
amount of that contribution before deduction of specified superannuation 
contribution withholding tax) by an employer to a superannuation fimd, the 
specified superannuation contribution withholding tax for every $1 of that 
amount shall be 33 cents. 
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SCHEDULE 2-continued 

"SCHEDULE I-continued 

1995 

"BASIC RATES OF INCOME TAX AND SPECIFIED SUPERANNUATION-continued 

"PART B 
"RATES RE.FF.RREo TO IN CLAUSE 9 OF PART A 

"On so much of the taxable income as
"Does not exceed $S4,200 
"Exceeds $S4,200 but does not exceed $S8,OOO 
"Exceeds $S8,000 

''1be rate of tax for every $1 of 
taxable income shall be 

Cents 
20 
22.875 
SS." 
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Section 484 SCHEDULE 3 
0rnER ENACI'MENTS AMENDED 

Enactment 

1934-35, No. 39-The Com
panies (Bondholders Incor
por.ation) Act 1934-35 
(R.S. Vol. 1, p. 509) 

1968, No. 35-The Estate 
and Gift Duties Act 1968 
(R.S. Vol. 28, p. 341) 

1973, No. 5-The Rates 
Rebates Act 1973 (R.S. 
Vol. 24, p. 719) 

Amendment 

By repealinl? section 37, and substituting 
the folloWIng section: 

"37. Proportionate part of cost of 
bonds to be included in cost of tim
ber or flax for income tax pur
poses-For the purpose of calculating 
the taxable income for an income year of 
any bondholders company that has 
acquired any bonds affecting timber or 
flax, the cost of such timber or flax, for 
the purposes of sections DJ 14 and DL 1 
of the Income Tax Act 1994, shall be 
deemed to include such part of the cost 
to the bondholders company of the 
bonds as, in the opinion of the Commis
sioner of Inland Revenue, is attributable 
to the timber or flax." 

In section 35BA, by replacing "assessable" 
with "gross". 

In section 35BA, by replacing paragraphs (a) 
and (b) with: 

"(a) Reducing the amount of any 
allowable deduction of the per
son; or 

"(b) Increasing the gross income of 
that .person,-". 

In section 75 (1)(d), by replacing "assessa
ble" with "gross". 

In section 75 (l)(e), by omitting "in calculat
ing his assessable income". 

In section 75B (1), by replacing "assessable" 
with "net". 

In section 7 5B (1), by replacing paragraphs 
(a) and (b) with: 

"(a) Reducing the amount of any 
allowable deduction of the per
son; or 

"(b) Increasing the gross income of 
that person; and". 

By repealing paragraph (c) of the definition 
of the term "income" in section 2 (1) (as 
substituted by section 2 (1) of the Rates 
Rebate Amendment Act 1994), and sub
stituting the following para~ph: 

"(c) Includes, in the case of a r.atepayer 
who carries on any business as 
a self-employed person, the 
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SCHEDULE 3-continued 

0nmR ENACTMENTS AMENDED-continued 

Enactment 

1973, No. 5-The Rates 
Rebates Act 1973 (R.S. 
Vol. 24, p. 719}-continued 

1981, No. 27-The Holidays 
Act 1981 (R.S. Vol. 27, p. 
611) 

1985, No. l41-The Goods 
and Services Tax Act 1985 
(R.S. Vol 27, p. 425) 

Amendment 

amOlmt that would be the rate
payer's net income in the pre
c~ income year (within the 
mearung of the Income Tax 
Act 1994) if the only gross 
income for that year of the 
ratepayer was derived in carry
ing on that business; but". 

By omitting from section 6 the words "pro
duction of his assessable", and substttut
ing the words "derivation of the worker's 
gross". 

In section 20A (I), by repealing the defini
tion of "assessable income". 

In section 20A (I), by adding the following 
after the definition of "goods and ser
vices tax payable": 

"'taxable income', 'income year' 
and 'taxpayer' have the same 
meanings as in section OB 1 of 
the Income Tax Act 1994.". 

In section 20A (2Xa), by replacing "or deter
mination of the assessable" with "of the 
taxable". 

In section 20A (2Xc), by replacing "Income 
Tax Act 1976" with ''Tax Administration 
Act 1994". 

In section 20A (2Xd), by replacing subpara
graph (i) with: 

"(i) If the expenditure were 
incurred by the 
first-mentioned registered per
son, it would be an allowable 
deduction in calculating the 
taxable income of that person 
or allowable in the calculation 
or determination of any goods 
and services tax payabfe by 
that person; and". 

In section 20A (2XdXii), by adding "or the 
Tax Administration Act 1994" after 
"Income Tax Act 1976". 

In section 20A (3Xa) and (c), by adding "or 
the Tax Administration Act 1994" after 
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SCHEDULE 3-continued 

0lHER ENACTMENTS AMENDED-continued 

Enactment 

1985, No. l41-The Goods 
and SeIVices Tax Act 1985 
(R.S. Vol 27, p. 425)-con
tinued 

1987, No. 200-The Finance 
Act 1987 

Amendment 

"Income Tax Act 1976" wherever it 
occurs. 

In section 21 (3B), by replacing "deduction 
available" with "deduction allowable". 

In section 21 (3B), by replacing "exempt 
from tax" with "exempt income". 

In section 21 (3BXa), by inserting "the allow
able" before "deduction". 

In section 21 (4), by replacing "Part XB" 
with "the FBT rules". 

By omitting from section 6 (2) all the words 
that precede paragraph (a), and substitut
inq the following words: 

'Neither subsection (1) nor subsection 
(6) of section IF 1 of the Income Tax Act 
1994 applies for the purpose of determin
ing the entitlement to carry forward 
under that section any net loss for the 
income year ending With the 31st day of 
March 1988 or for any earlier income 
year, or to offset the loss ~t the net 
Ulcome for any other mcome year 
(including the income year ending with 
the 31st day of March 1988),-". 

By repealing subsection (3) of section 6, and 
substituting the following subsection: 

"(3) In calculating the net income for 
any income year of any company (not 
bemg Petrocorp, and not being a subsidi
ary that was, for that income year, a 
member of a grour of comparues that 
included Petrocorp under the Income 
Tax Act 1994, no deduction shall be 
made under section IG 2 (2) of that Act in 
relation to any net loss or part of any net 
loss of Petrocorp or any subsidiary in the 
income year ending With the 31st day of 
March 1988 or in any earlier income 
year.". 

By omitting from section 6 (4) the expres
sion" 19 7 6", and substituting the expres
sion "1994". 
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SCHEDULE 3-continued 

OIHER ENACTMENTS AMENDED-continued 

Enactment 

1988, No. 95-The Pet:ro
leum Sector Reform Act 
1988 

1990, No.126-The National 
Provident Fund Restruc
turing Act 1990 

1991, No. 142-The Child 
Support Act 1991 

Amendment 

By omitting from section 3 (3) the words 
"Act 1976, allow", and substituting the 
words "Act 1994, allow a deduction for". 

By omitting from section 3 (4) the word 
"assessable", and substituting the word 
"gross". 

By omitting from section 73 (IX£) the word 
"assessable", and substituting the word 
"taxable" . 

By inserting in section 73 (I X£), after the 
words "that income is treated as", the 
word "taxable". 

By omitting from section 73 (1 Xg) the word 
"assessaGle", and substituting the word 
"taxable" . 

By repe~ section 37, and substituting 
the folloWIng section: 

"37. Nil assessment of taxable 
income-Where, in respect of any 
income year, the Commissioner deter
mines, in accordance with the provisions 
of the Income Tax Act 1994, that a per
son has net income of zero and the Com
missioner has notified the person to that 
effect in a notice issued ID accordance 
with the provisions of that Act, the Com
missioner shall, for the pwposes of this 
Act, but su~ect to this section, be 
deemed to have assessed the taxable 
income derived by that person in that 
income year as nil." 

By re~ paragraph (b) of section 73 (1), 
and subsntuting the following paragraph: 

"(b) The liable person estimates that 
his or her net income (within 
the meaning of that expression 
in section OB 1 of the Income 
Tax Act 1994) for the year 
corresponding with that Child 
support year will be nil or will 
be calculated only from ~ 
income consisting solely of 
income from investments; 

d" an . 
By omitting from section 73 (2Xc) the word 

"assessable", and substituting the word 
"net". 
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SCHEDULE 3-continued 

0nIER ENACTMENfS AMENDED-continued 

Enactment 

1991, No. 142-The Child 
Support Act 1991-con
tinued 

1992, No. 13-The Accident 
Rehabilitation and Com
pensation Insuzance Act 
1992 

Amendment 

By omitting from section 75 (1 Xb) the word 
"assessa6Ie", and substituting the word 
"sross". 

By mserting in section 75 (1 Xc), after the 
expression "$520 in", the word "gross". 

By omitting from section 75 (2Xa) the word 
"assessaole", and substituting the word 
"gross". 

By InSerting in section 7 5 (2Xh), after the 
expression "$520 in", the word "gross". 

By repealing the definitions of the terms 
"employee" and "employer" in section 3 
(as amended by section YB 1 of the 
Income Tax Act 1994), and substituting 
the following definitions: 

"'Empfoyee' means a natural per
son who receives or is entitled 
to receive any amount that is 
treated as income from 
employment, as defined in par
agraph (a) of the definition of 
'employee' in section OB 1 of 
the Income Tax Act 1994, and 
any sa1ary, wages, or other 
gross income to which section 
OB 2 (2) or section OB 2 (3) of 
the Income Tax Act 1994 
applies: 

"'Empfoyer' means a person who 
pays or is liable to pay any 
amount that, in relation to any 
other ~, is treated as 
income from employment, as 
defined in paragraph (a) of the 
definition of 'income from 
employment' in section OB 1 
of the Income Tax Act 1994, 
and any salary, wages, or other 
gross income to which section 
OB 2 (2) or section OB 2 (3) of 
the Income Tax Act 1994 

p1i " ap es:. 
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SCHEDULE 3-continued 

0nmR ENACTMENTS AMENDED-continued 

Enactment 

1992, No. 13-The Accident 
Rehabilitation and Com
pensation Insurance Act 
1992-continued 

1992, No. 56-The Energy 
Companies Act 1992 

1992, No. l41-The Student 
Loan Scheme Act 1992 

Amendment 

By inserting in section 3, after the definition 
of the term "full-time study", the follow
ing definition: 

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

By repealing paragraph (a) of the definition 
of the term "oilier dependant", and sub
stituting the following paragraph: 

"(a) Was deriving annual 
earnings at the date of the 
deceased's death that did not 
exceed $12,740; and". 

By inserting in section 3, after the definition 
of the term "spouse", the following defi
nition: 

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

By ~ in section 76 (1), after the 
words 'shall constitute" , the word 
"gross". 

By inserting in section 76 (2), after the 
words "not to be treated as", the word 
"gross". 

By omitting from section 89 (4) the word 
"determination", and substituting the 
word "calculation". 

By omitting from section 89 (4) the word 
"assessable", and substituting the word 
"taxable" . 

By omitting from section 62 (3) (as substi
tuted by section 7 of the Energy Compa
nies Amendment Act 1992) the word 
''1oss'', and substitu~ the words "net 
loss as defined in sectton OB 1 of the 
Income Tax Act 1994". 

By inserting in section 2, in their appropri
ate alphabetical order, the followmg defi
nitions: 

"'Gross income' means gross 
income as defined in section 
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SCHEDULE 3-continued 

OTHER ENACTMENTS AMENDED-continued 

Enactment 

1992, No. 141-The Student 
Loan Scheme Act 1992-
continued 

1994, No. 165-The Taxa
tion Review Authorities 
Act 1994 

1996, No. 17 -The Income 
Tax Act 1994 Amend
ment Act 1996 

Amendment 

OB 1 of the Income Tax Act 
1994: 

" 'Net income' means net income as 
defined in section OB 1 of the 
Income Tax Act 1994:". 

By omitting from section 14 (1) the word 
"assessable", and substituting the word 
"net" . 

By omitting from section 17 (IXa) the word 
"assessable", and substituting the word 
"gross". 

By omitting from section 21 (2) the word 
"assessable", and substituting the word 
"net". 

By omitting from section 26 (4) the words 
"income derived in", and substituting the 
words "net income for". 

By omitting from section 27 (1) the words 
"income derived in", and substituting the 
words "net income for". 

By omittin~ from section 30 (1) the word 
"income. 

By omitting from section 39 the word 
"assessable", and substituting the word 
"net". 

By omitting from section 41 the words "his 
or her assessable", and substituting the 
word "taxable". 

By omitting from section 61 the word 
"assessable", and substituting the word 
"net". 

By inserting in section 26A (I Xb), before the 
word ''loss'', the word "net". 

In section 35, in the amended section 
KC 1 (1), by replacing the words "Subject 
to this section and to section BB 1 0, in" 
with the word "In". 

In section 35, in the amended section 
KC 1 (1Xa), by replacing the words 
"assessable income" wherever they occur 
with the words "net income". 

In section 35, by replacing amended section 
KC 1 (1)(b) and (c) with: 
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SCHEDULE 3-continued 

OTHER ENACTMENTS AMENDED-continued 

Enactment 

1996, No. 1 7 -The Income 
Tax Act 1994 Amend
ment Act 1996-continued 

Amendment 

"(b) Where the net income of 
that taxpayer (not being a tax
payer to whom paragraph (a) 
applies) is less than $9,500 for 
tlie income year, a rebate of 5 
cents for each complete dollar 
of the amount determined 
under the formula in subsec
tion (4): 

"(c) Where the net income of 
that taxpayer amounts to, or 
exceeds, $9,500 for the income 
year, an amount calculated in 
accordance with the following 
formula: 

"x-y-z 

"where-
"x is-

"(i) $475, where the tax
payer is a New 
Zealand superannui
tant: 

"(ii) The lesser of $475 and 
an amount equal to 5 
cents for each com
plete dollar of the 
amount determined 
under the formula in 
subsection (4), in all 
other cases; and 

"y is the lesser of $432.25 
and an amount equal to 
1. 7 5 cents for each com
plete dollar of the net 
mcome that exceeds 
$9,500; and 

"z is the lesser of $42.75 and 
an amount equal to 1.125 
cents for eaeh complete 
dollar of the net income 
that exceeds $34,200.". 

In section 49, in the amended section 
KC 1 (1), by replacing the words "Subject 
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SCHEDULE 3-continued 

OTHE:R ENACTMENTS AMENDED-continued 

Enactment 

1996, No. 17 -The Income 
Tax Act 1994 Amend
ment Act 1996-continued 

Amendment 

to this section and to section BB 10, in" 
with the word "In". 

In section 49, in the amended section 
KC 1 (IXa), by re'placing the words 
"assessable income' with the words "net . " mcome. 

In section 49, by replacing amended section 
KC 1 (IXb) and (c) with: 

"(b) Where the net income of 
that taxpayer (not being a tax
payer to whom paragraph (a) 
applies) is less than $9,500 for 
the income year, a rebate of 
4.5 cents for each complete dol
lar of the amount determined 
under the formula in subsec
tion (4): 

"(c) Where the net income of 
that taxpayer amounts to, or 
exceeds, $9,500 for the income 
year, an amount calculated in 
accordance with the following 
formula: 

"x-y 

"where-
"x is-

"(i) $427.50, where the 
taxpayer is a New 
Zealand superannui
tant: 

"(ii) The lesser of $427.50 
and an amount equal 
to 4.5 cents for each 
complete dollar of 
the amount deter
mined under the 
formula in subsection 
(4), in all other cases; 
and 

"y is an amount equal to 1.5 
cents for each complete 
dollar of the net income 
that exceeds $9,500.". 



1996, No. 67 Taxation (Core Provisions) 2005 

SCHEDULE 3-continued 

OTHER ENACTMENTS AMENDED-continued 

Enactment 

1996, No. 1 7 -The Income 
Tax Act 1994 Amend
ment Act 1996-continued 

Amendment 

In the Third Schedule, by replacing "Clause 
11" with "Clause 9". 

In the Third Schedule, by replacing the 
words "for every $1 sh3.ll be" with the 
words "for every $1 of taxable income". 

In the Third Schedule, by replacing the 
words "the income" with the words "the 
taxable income". 

In the Fifth Schedule, by replacing "Clause 
11" with "Clause 9". 

In the Fifth Schedule, by replacing the 
words "for every $1 shall be" with the 
words "for every $1 of taxable income". 

In the Fifth Schedule, by replacing the 
words "the income" with the wordS "the 
taxable income". 

1bis Act is administered in the Inland Revenue Department. 


