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The Parliament of New Zealand enacts as follows: 

1 Title 
This Act is the Taxation (GST, Trans-Tasman Imputation and 
Miscellaneous Provisions) Act 2003. 

2 Commencement 
(1) This Act comes into force on the day on which it receives the 

Royal assent, except as provided in this section. 

(2) Section 142 is treated as coming into force on 1 July 1994. 

(3) Sections 59(2) and 62(2) are treated as coming into force on 
20 December 1994. 

(4) Section 104 is treated as coming into force on 1 April 1995. 

(5) Sections 60(1) and 63(1) are treated as coming into force on 
26 July 1996. 

(6) Section 124 is treated as coming into force on 1 October 1996. 

(7) Sections 46(2), 131 and 138 are treated as coming into force 
on 1 April 1998. 

(8) Section 16(a) is treated as coming into force on 1 July 1999. 
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(9) Section 16(b) is treated as coming into force on 1 April 2002. 

(10) Sections 121 and 122 are treated as coming into force on 
17 October 2002. 

(11) Sections 23, 95(20), 95(33), 107(1) to (3), 129, 130, 135, 136 
and 172 are treated as coming into force on 26 March 2003. 

(12) Sections 19,36 to 38, 41 to 43(1), 44, 45, 46(3), 47 to 58, 79, 
87, 92, 95(1), 95(3), 95(7), 95(8), 95(12) to (15), 95(26), 
95(28),95(31), 95(34), 96, 99(1), 106, 109 to 112, 114, 128 
and 132 are treated as coming into force on 1 April 2003. 

(13) Sections 146(5), 146(6) and 150(2) are treated as coming into 
force on 1 July 2003. 

(14) Section 174(2) to (4) are treated as coming into force on 
1 August 2003. 

(15) Sections 43(2) and 88 are treated as coming into force on 
1 October 2003. 

(16) Section 174(1) comes into force on the 1st day of the month 
that immediately follows the month in which this Act receives 
the Royal assent. 

(17) Sections 69 to 76 come into force on 15 January 2004. 

(18) Sections 77(3), 80 to 83, 100(2) and (3) come into force on 
1 April 2004. 

(19) Sections 140(2), 141, 143(2), 145, 146(2), 146(3), 147, 148, 
149(5), 149(6), 149(8), 154(2), 155, 156, 157(1), 158, 160, 
164(1) to (3), 164(6) and 165 come into force on a date that is 
the first day of a January, April, July or October and is not less 
than 1 year after the day on which this Act receives the Royal 
assent and is to be appointed by the Governor-General by 
Order in Council. 

Part 1 
Amendments to Income Tax Act 1994 

3 Income Tax Act 1994 
This Part amends the Income Tax Act 1994. 

4 Non-profit bodies' and charities' exempt income 
(1) After section CB 4(1)(a), the following is inserted: 
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"(ab) any amount derived by a person (called a provider) 
who is an incorporated body or a trustee and who pro
vides health insurance, accident insurance, life insur
ance or other health and welfare benefits to natural 
persons (called recipients), if-
"(i) the amount is not derived from a business carried 

on by the provider beyond the circle of the recipi
ents; and 

"(ii) each of the recipients is-
"(A) a beneficiary of the trust for which the pro

vider is the trustee: 
"(B) a member of the provider: 
"(C) a member of an organisation that directly 

or indirectly controls the provider: 
"(D) a relative of a person described in subsub

paragraphs (A) to (C); and 
"(iii) the provider, or a fund administered by the pro

vider, was approved under section CB 5(2) as a 
sick, accident, or death benefit fund by the Com
missioner before the repeal of section CB 5( 1 )(i) 
by section 5(1)(a) of the Taxation (OST, Trans
Tasman Imputation and Miscellaneous Provi
sions) Act 2003; and 

"(iv) the Commissioner approves the provider, as an 
organisation that in the Commissioner's opinion 
operates on the principles of mutuality for 
recipients-
"(A) within 6 calendar months of the day on 

which the Taxation (OST, Trans-Tasman 
Imputation and Miscellaneous Provisions) 
Act 2003 receives the Royal assent; or 

"(B) within a further period allowed by the 
Commissioner, if the provider satisfies the 
Commissioner that the provider was not 
aware of the requirement for the Commis
sioner's approval in sufficient time to 
obtain the approval under subsubparagraph 
(A):". 

(2) In section CB 4(1)(1), "trust." is replaced by "trust:" and the 
following is added: 

"(m) any amount derived by the trustee of a community trust: 
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"(n) any amount derived by a trustee or company, if-
"(i) the amount would be exempt under paragraph (c) 

or (e) but for a distribution, settlement or divi
dend made to a community trust in the 2004-05 
or 2005-06 income year by the trustee or com
pany on the winding up of the trust or company; 
and 

"(ii) the corpus of the trust was provided by the com
munity trust or the company is wholly owned by 
the community trust." 

(3) Subsection (1) applies to amounts that are derived after the 
day on which this Act receives the Royal assent. 

(4) Subsection (2) applies for the 2004-05 and subsequent 
income years. 

5 Certain pensions, benefits, and other compensation 
exempt 

(1) In section CB 5(1)-
(a) paragraph (i) is repealed: 
(b) before paragraph (j), the following is inserted: 

"(ib) any interest or dividend derived by any trustee in trust 
for a fund if, when the interest or dividend is derived by 
the trustee-
"(i) the sole purpose of the fund is the payment of the 

expenses associated with the funerals of employ
ees of an employer, of spouses and dependants of 
employees of the employer, and of surviving 
spouses and surviving dependants of deceased 
employees of the employer; and 

"(ii) the employer has no fewer than 10 employees; 
and 

"(iii) all persons eligible for benefits from the fund are 
equally eligible for benefits from the fund; and 

"(iv) no contributions to the fund are made by a person 
who is not the employer or an employee of the 
employer; and 

"(v) the fund is approved by the Commissioner:". 

(2) In section CB 5(2), "this section" is replaced by "this Act". 

(3) Subsection (1) applies to amounts that are derived after the 
day on which this Act receives the Royal assent. 
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6 Other exempt income 
(1) In section CB 9(g), "grant." is replaced by "grant:" and the 

following is added: 

"(h) any amount derived by a natural person from providing 
a standard-cost household service, to the extent given 
by any determination under section 91AA of the Tax 
Administration Act 1994 that provides for the applica
tion of this paragraph." 

(2) After section CB 9(h), as inserted by subsection (1), the fol
lowing is added: 

"(i) any amount derived by a company as a large budget 
screen production grant." 

(3) Subsection (2) applies for the 2003-04 and subsequent 
income years. 

7 Exclusions from term dividends 
(1) Section CF 3(1)(ga) is repealed. 

(2) In section CF 3(9), "subsection (11)" is replaced by "sub
section (12)". 

(3) Subsection (1) applies for the 2004-05 and subsequent 
income years. 

8 Persons not required to calculate attributed foreign 
income and loss 

(1) After section ca 6(1)(b), the following is added: 

"(c) section ca 7B applies." 

(2) Subsection (1) applies for the 2001-02 to 2005-06 income 
years. 

9 Attribution of income and losses using branch 
equivalent method 

(1) In section ca 7(5), "of any person," is replaced by "of any 
person and section ca 7B does not apply". 

(2) Subsection (1) applies for the 2001-02 to 2005-06 income 
years. 

10 New section CG 7B inserted 
(1) After section ca 7, the following is inserted: 
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"CG 7B No attribution of income and losses arising from 
interests of certain controlled foreign companies 

"(1) The attributed foreign income or attributed foreign loss, or 
foreign investment fund income or foreign investment fund 
loss, of a person for an accounting period in respect of an 
interest of the person in a foreign company or fund is nil if
"(a) the interest in the foreign company or fund arises from 
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an income interest of the person in a controlled foreign 
company, called in this section the controlled foreign 
company, that-
"(i) is resident throughout the accounting period in a 

country or territory specified in Part A of Sched
ule 3; and 

"(ii) is quoted throughout the accounting period on the 
official list of a recognised exchange in the coun
try or territory referred to in subparagraph (i); and 

"(b) throughout the accounting period the laws of the coun
try or territory referred to in paragraph (a)(i), or the 
rules of the recognised exchange referred to in para
graph (a)(ii)-
"(i) prevent the controlled foreign company from dis

closing to the person information that would be 
necessary for calculating the attributed foreign 
income or attributed foreign loss, or foreign 
investment fund income or foreign investment 
fund loss, of the person: 

"(ii) require the controlled foreign company, as a 
result of a disclosure of information that would 
be necessary for the calculation referred to in 
subparagraph (i), to make a further disclosure of 
information that would be harmful to the com
mercial interests of the controlled foreign com
pany;and 

"(c) the person satisfies the Commissioner that an effect of 
the laws or rules that satisfy paragraph (b) is that the 
person is unable, in relation to the interest of the con
trolled foreign company in the foreign company or 
fund, to obtain information that would be necessary for 
the calculation under section CG 7 of the person's 
attributed foreign income or attributed foreign loss, or 
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foreign investment fund income or foreign investment 
fund loss." 

(2) Subsection (1) applies for the 2001--02 to 2005-06 income 
years, subject to subsection (3). 

(3) Subsection (1) does not apply to a person for an income year if 
the person has, before 31 March 2003, filed a return of income 
for the income year. 

11 Meaning of fringe benefit 
(1) After section Cl l(e), the following is inserted: 

"(eb) in relation to an employer of an employee, any contri
bution to a fund that satisfies section CB 5(1)(ib)(i) to 
(v):". 

(2) Subsection (1) applies to contributions made after the date on 
which this Act receives the Royal assent. 

12 Value of fringe benefit 
(1) In section Cl 3(8), "as specified in paragraphs (e) and (f)" is 

replaced by "referred to in paragraph (e), (eb) or (f)". 

(2) Subsection (1) applies to contributions made after the date on 
which this Act receives the Royal assent. 

13 Government grants to businesses 
(1) After section DC 1(1), the following is inserted: 

"(1B)Nothing in this section applies to a large budget screen pro-
duction grant." 

(2) Subsection (1) applies to large budget screen production 
grants made in the 2003-04 and subsequent income years. 

14 Expenditure by group investment fund 
(1) Section DI 3A is repealed. 

(2) Subsection (1) applies for the 2004-05 and subsequent 
income years. 

15 Limitation of deduction for certain film expenditure to 
amount at risk 

(1) Section DK 1 is repealed. 
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(2) Unless subsection (3) applies, subsection (1) applies for the 
2004-05 and subsequent income years. 

(3) Subsection (1) does not apply to a person who entered into an 
arrangement to which subpart ES of the Income Tax Act 
1994, as inserted by this Act, applies if in an income year 
preceding the person's 2004-05 income year-
(a) the taxpayer can reasonably expect that 10 or more 

persons hold or will hold an interest in the arrangement; 
or 

(b) the circumstances described in section ES 1 (1 )(b) of the 
Income Tax Act 1994 (as inserted by this Act) exist and 
not less than 70% of the amount of allowable deduc
tions arising from the person's interest in the arrange
ment (calculated under section ES 1(1)(b)(i) of the 
Income Tax 1994, as inserted by this Act) arises from 
the ownership of fixed life intangible property or 
software. 

16 Year in which non-competitive levies and premiums 
under Accident Insurance Act 1998 or Injury 
Prevention, Rehabilitation, and Compensation Act 2001 
payable 
In section ED lA(2)(ba)-
(a) "of the Accident Insurance Act 1998" is inserted after 

"section 300": 
(b) "or section 211" is inserted after "section 202". 

17 Cost of producing films 
(1) After section EO 4(1), the following is inserted: 

"(1B)Nothing in this section applies to a film in respect of which a 
large budget screen production grant is made." 

(2) Subsection (1) applies for the 2003-04 and subsequent 
income years. 

18 New subpart S inserted into Part E 
(1) After subpart R of Part E, the following is inserted: 
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"Subpart S-Arrangements involving money not at risk 
"ES 1 Application of subpart 
"(1) This subpart applies to an arrangement and a person (called a 

participant), who is a taxpayer and is a party to the arrange
ment or affected by the arrangement, if at any time after the 
arrangement commences-
"(a) there is a person who sells or issues, or promotes the 

selling or issuing of, the arrangement, whether or not 
for remuneration; and 

"(b) the participant and any affected associates of the par
ticipant, considered together, have for a period-
"(i) allowable deductions or losses resulting from the 

arrangement, other than-
"(A) allowable deductions arising under this 

subpart: 
"(B) losses under section HG 16(1) that would 

produce the double counting of allowable 
deductions; and 

"(ii) gross income resulting from the arrangement, 
other than gross income arising under this sub
part, that in total is less than the total amount of 
allowable deductions and losses referred to in 
subparagraph (i); and 

"(c) the period referred to in paragraph (b) for a participant, 
or a group consisting of a participant and the affected 
associates of the participant, is-
"(i) the earliest income year in which an interest in 

the arrangement was acquired by the participant 
or an affected associate of the participant; or 

"(ii) the income year referred to in subparagraph (i) 
together with the next following income year; or 

"(iii) the income year referred to in subparagraph (i) 
together with the next following income year and 
the second following income year; and 

"(d) as part of or for the purposes of the arrangement, the 
participant or an affected associate of the participant 
borrows a limited-recourse amount under a limited
recourse loan; and 

"(e) on the balance date, or the latest balance date, of the 
participant and affected associates of the participant 
that ends a period referred to in paragraph (c)(i) to (iii) 
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for which paragraph (b) is satisfied, the participant and 
the affected associates of the participant hold, as part of 
the arrangement, property with a total cost that is
"0) less than twice the total of the limited-recourse 

amounts referred to in paragraph (d) that the par
ticipant and the affected associates of the partici
pant borrowed on or before the balance date: 

"(ii) more than 142.85% of the total cost of the part of 
that property that is-
"(A) land: 
"(B) buildings: 
"(C) plant: 
"(D) machinery: 
"(E) shares in a listed company that in total 

represent a direct voting interest of 10% or 
less in the listed company: 

"(F) shares and options that are acquired or 
created with an intention that the shares or 
options will produce gross income that is 
monetary remuneration of a participant 
under section CH 2. 

"(2) The gross income, allowable deductions and losses resulting 
from an arrangement for each person in a group of persons, for 
the purpose of subsection (l)(b) and section ES 3, and the cost 
of property that is held by each person in the group as part of 
the arrangement, for the purpose of subsection (1)(e), are 
consolidated for the elimination of intra-group balances in 
accordance with generally accepted accounting practice. 

"(3) If a group of persons consists of persons who are a partnership 
and the partners in a partnership, a joint venture and the 
partners in the joint venture, or a loss attributing qualifying 
company and the shareholders in the loss attributing qualify-. 
ing company, the gross income, allowable deductions and 
losses resulting from an arrangement for each person in the 
group for the purpose of subsection (l)(b) and section ES 3, 
and the cost of property that is held by each person in the 
group as part of the arrangement for the purpose of subsection 
(1)(e), are calculated using the proportionate method in accor
dance with generally accepted accounting practice for 
partnerships. 
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"ES 2 Defined terms for subpart 
"( 1) For the purpose of this subpart, a person is an affected associ

ate, for the arrangement, of another person if each person is a 
party to the arrangement or is affected by the arrangement 
and-
"(a) one person is a loss attributing qualifying company and 

the other person is a shareholder in the loss attributing 
qualifying company: 

"(b) the persons are associated under a provision of section 
OD 7 or OD 8(3). 

"(2) For the purpose of this subpart, the limited-recourse amount 
for a limited-recourse loan means the total for the limited
recourse loan of the amounts for which the obligations of a 
borrower, as defined in subsection (3)(b), are affected in a way 
that is described in subsection (3)(c). 

"(3) For the purpose of this subpart, limited-recourse loan means 
a financial arrangement that-
"(a) is not an excepted financial arrangement; and 
"(b) involves the provision of money by a person (called a 

lender) to another person (called a borrower); and 
"(c) has an effect, or has a purpose or effect of achieving an 

economic effect that is substantially similar to the 
effect, of-
"(i) relieving the borrower under the financial 

arrangement from the obligation to repay all or 
some of the money, whether the relief is contin
gent or not: 

"(ii) requiring the borrower under the financial 
arrangement to make no repayment for a period 
of 1 0 or more years from the date on which the 
loan is made, other than repayments for the pur
pose of defeating the intent and application of 
this subpart: 

"(iii) providing that the repayment of the money is in 
substance secured solely against assets that are 
employed in the arrangement; and 

"(d) involves money that-
"(i) is not provided to the borrower on arm's-length 

terms: 
"(ii) is not provided by a lender who is-
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"(A) a regular provider of money to persons on 
arm's-length terms under arrangements 
that do not satisfy paragraphs (a) to (c); and 

"(B) resident in New Zealand under section OE 
1 or OE 2 or carrying on business in New 
Zealand through a fixed establishment in 
New Zealand: 

"(iii) if the lender is an associated person of the bor
rower under a provision of section OD 7 or OD 
8(3), is obtained by the lender under an arrange
ment that satisfies paragraphs (a) to (c). 

"ES 3 Deferral of surplus allowable deductions from 
arrangement 

"(1) This section applies for an income year to a participant in an 
arrangement to which this subpart applies if-

2768 

"(a) the participant is not a loss attributing qualifying com
pany and has from the arrangement for the income 
year-
"(i) allowable deductions, including any allowable 

deduction under subsection (3), or losses incurred 
under section HG 16 as a result of net losses of 
loss attributing qualifying companies that are 
participants; and 

"(ii) a total amount of gross income, other than under 
this section, that is less than the total amount of 
the allowable deductions and losses referred to in 
subparagraph (i); and 

"(b) the participant and the affected associates of the partici
pant who are not a loss attributing qualifying company 
that has incurred a net loss from the arrangement for the 
income year, considered together, have from the 
arrangement for the income year-
"(i) allowable deductions, including any allowable 

deduction under subsection (3), or losses incurred 
under section HG 16 as a result of net losses of 
loss attributing qualifying companies that are 
participants; and 

"(ii) a total amount of gross income, other than under 
this section, that is less than the total amount of 
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the allowable deductions and losses referred to in 
subparagraph (i); and 

"(c) on the balance date, or the latest balance date, of the 
participant and affected associates of the participant for 
the income year, the arrangement involves a limited
recourse loan for which the participant or an affected 
associate of the participant is a borrower. 

"(2) If this section applies to a participant for an income year and 
an arrangement, the participant is treated as deriving in the 
income year an amount of gross income that is given by the 
following formula: 

( ~) xc 

where-
a is the amount for the income year by which the allowable 

deductions, including any allowable deduction under sub
section (3), and losses of the participant from the arrange
ment exceed the gross income of the participant, other than 
under this section, from the arrangement: 

b is the total amount for the income year by which the 
allowable deductions, including any allowable deduction 
under subsection (3), and losses from the arrangement 
exceed the gross income, other than under this section, 
from the arrangement, for the group that consists of-
(a) the participant; and 
(b) the affected associates of the participant who are not 

loss attributing qualifying companies and who each 
have for the income year allowable deductions, 
including any allowable deduction under subsection 
(3), and losses from the arrangement that in total 
exceed the gross income, other than under this 
section, from the arrangement: 

c is the lesser of-
(a) the total amount for the income year by which the 

allowable deductions, including any allowable 
deduction under subsection (3), and losses from the 
arrangement exceed the gross income, other than 
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under this section, from the arrangement, for the 
group that consists of-
(i) the participant; and 
(ii) the affected associates of the participant who are 

not a loss attributing qualifying company that 
has incurred a net loss from the arrangement for 
the income year; and 

(b) the total of limited-recourse amounts that, on the 
balance date or the latest balance date of the partici
pant and the affected associates of the participant, the 
participant and the affected associates of the partici
pant have undischarged obligations to repay as part 
of or for the purposes of the arrangement. 

"(3) A participant who has an amount of gross income for an 
income year under subsection (2) has an allowable deduction 
of an equal amount for the next following income year. 

"(4) For the purpose of subsection (1) and of paragraph (b) of the 
definition of item c in subsection (2), an obligation to repay a 
limited-recourse amount is not discharged by a transaction to 
the extent that the transaction-
"(a) involves the use, as part of the arrangement, of-

"(i) a put or call option that is not a contract for the 
sale for future delivery of goods at market value: 

"(ii) a contract of insurance or guarantee; and 
"(b) does not give rise to gross income for the person who is 

the borrower of the limited-recourse amount under the 
limited-recourse loan." 

(2) Subsection (1) applies for the 2004-05 and subsequent 
income years subject to subsection (3). 

(3) Subsection (1) does not apply to a participant for an arrange
ment that the participant enters before the 2004-05 income 
year unless-
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(a) at the time of entering the arrangement, the participant 
could reasonably expect that 10 or more persons would 
acquire an interest in the arrangement; and 

(b) 70% or more of the allowable deductions of the partici
pant from the arrangement for the income year, calcu
lated on the same basis as for section ES l(1)(b)(i) of 
the Income Tax Act 1994 as inserted by subsection (1), 
arise from an interest of the participant in-
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(i) fixed life intangible property: 
(ii) software. 

Partls19 

19 New subpart DB inserted into Part F 
After subpart D of Part F, the following is inserted: 

"Subpart DB-Imputation Group of Companies 
"FDB 1 Companies that may constitute imputation group 
"(1) A company that is not a member of a consolidated group is 

eligible at a time to be a member of an imputation group with 
other companies if, assuming the company and the other com
panies to be members of the group, at the time-
"(a) each member of the group is a company that is resident 

in New Zealand or Australia and-
"(i) is not, for a purpose of taxation in Australia or 

New Zealand, treated by a double tax agreement 
as being resident in a country that is not Australia 
or New Zealand; and 

"(ii) is required by section ME 1 to maintain an impu
tation credit account or is subject to an election 
under section ME IB to maintain an imputation 
credit account; and 

"(iii) is not a loss attributing qualifying company; and 
"(b) the members of the group are a wholly-owned group of 

companies; and 
"(c) no member of the group is a qualifying company or all 

members of the group are qualifying companies; and 
"(d) no member of the group is a mining company or all 

members of the group are mining companies; and 
"(e) no member of the group is a member of a consolidated 

group or all members of the consolidated group are 
members of the group; and 

"(0 no member of the group has shares that, for purposes 
including the purpose of enabling a company to be a 
member of the same imputation group as another mem
ber of the group so as to defeat the intent and applica
tion of the imputation rules, have-
"(i) been subject to an arrangement or series of 

related or connected arrangements: 
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"(ii) had rights attaching to them that have been extin
guished or altered, directly or indirectly, by any 
means whatever. 

"(2) A company that is a member of a consolidated group is eli
gible at a time to be a member of an imputation group with 
other companies if, at the time-
"(a) all of the requirements of subsection (1)(a) to (f) are or 

would be satisfied by the imputation group; and 
"(b) the company and the other companies that are each a 

member of a consolidated group and are, or would be, 
members of the imputation group have been members 
of a single wholly-owned group of companies through
out the period that-
"(i) began on the earliest date on which there arose a 

credit that, at the time, remains uncancelled in the 
imputation credit account of a consolidated group 
or imputation group, all of whose members are or 
would be in the imputation group; and 

"(ii) ended at the time. 

"FDB 2 Formation, entry and combination of imputation 
groups 

"(1) Any 2 or more companies that are not members of a consoli
dated group and are eligible to be members of an imputation 
group may give to the Commissioner, in a form that is accept
able to the Commissioner, a notice of election to form the 
imputation group. 

"(2) A company that is not a member of a consolidated group and 
is eligible to be a member of an existing imputation group 
may give to the Commissioner, in a form that is acceptable to 
the Commissioner, a notice of election to join the imputation 
group. 

"(3) The nominated company of a consolidated group may give to 
the Commissioner, in a form that is acceptable to the Commis
sioner, a notice of election by all the members of the consoli
dated group to form an imputation group with companies that 
are not members of the consolidated group, or to join an 
existing imputation group, if the companies that are to be the 
members of the proposed imputation group are at the time of 
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the election eligible under section FD B 1 to be members of the 
proposed imputation group. 

"(4) A notice of election under subsection (1) or (3) to form an 
imputation group must nominate one of the companies as 
agent of the imputation group for the purposes of the imputa
tion rules. 

"(5) A notice of election under subsection (1), (2) or (3) has effect 
from the beginning of the imputation year that contains the 
date on which the Commissioner receives the notice. 

"FDB 3 Membership of groups 
"(1) A resident imputation subgroup is associated with a trans

Tasman imputation group and consists of the members of the 
trans-Tasman imputation group that are not Australian impu
tation credit account companies. 

"(2) An imputation group may not be formed with 1 member 
company but may continue to exist if the number of its mem
bers is reduced to 1. 

"(3) A resident imputation subgroup may be formed and continue 
to exist with 1 member company. 

"(4) If at any time an imputation group or resident imputation 
subgroup has no member company, that imputation group or 
resident imputation subgroup ceases to exist. 

"FDB 4 Liability of members of imputation group 
A company that is a member of an imputation group is jointly 
and severally liable, with the other members of the imputation 
group, for further income tax, civil penalties, and interest 
under Part 7 of the Tax Administration Act 1994 arising from 
the operation of the imputation credit account of the imputa
tion group. 

"FDB 5 Nominated company 
"(1) The nominated company for an imputation group at any time 

must be a member of the imputation group at the time. 

"(2) The nominated company for a trans-Tasman imputation 
group-
"(a) must not be an Australian imputation credit account 

company: 
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"(b) is also the nominated company for the resident imputa
tion subgroup that is associated with the trans-Tasman 
imputation group. 

"(3) For the purpose of the imputation rules, the nominated com
pany for an imputation group at any time is the agent at that 
time of the imputation group and of each company that is at 
that time a member of the imputation group. 

"(4) A nominated company for an imputation group may at any 
time give notice to the Commissioner, in a form acceptable to 
the Commissioner, that the company is to cease to be the 
nominated company for the imputation group and that another 
company is to become the nominated company for the imputa
tion group. 

"(5) A notice under subsection (4) has effect from the date that is 
30 days after the date on which the Commissioner receives the 
notice. 

"FDB 6 Leaving an imputation group 
"(1) A company that is a member of an imputation group ceases to 

be a member of that group if-
"(a) the company elects to cease to be a member of the 

group, by notice in writing to the Commissioner in a 
form acceptable to the Commissioner: 

"(b) the company ceases to be eligible to be a member of the 
group: 

"(c) the company is not the nominated company for the 
group and ceases to be eligible to be a member of the 
same imputation group as the nominated company: 

"(d) the company is a member of an imputation group that 
ceases to have a nominated company, subject to sub
section (6). 

"(2) Subject to subsection (9), a company that elects to cease to be 
a member of an imputation group ceases to be a member of the 
group with effect from-
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"(a) if the notice of election specifies a date on which the 
election is to take effect and on that date the company 
would otherwise be a member of the group, the begin
ning of the day specified in the notice of election: 

"(b) otherwise, the later of-
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"(i) the beginning of the imputation year in which the 
notice of election is received by the 
Commissioner: 

"(ii) the time at which the company becomes a mem
ber of the group. 

"(3) Subject to subsection (9), a company that ceases to be eligible 
to be a member of an imputation group ceases to be a member 
of the group with effect from-
"(a) if subsection (7) is satisfied, the beginning of the day on 

which the company's eligibility ceases: 
"(b) otherwise, the later of-

"(i) the beginning of the imputation year in which the 
company's eligibility ceases: 

"(ii) the time at which the company becomes a mem
ber of the group. 

"(4) Subject to subsection (9), a company that is not the nominated 
company for a group and that ceases to be eligible to be a 
member of the same group as the nominated company ceases 
to be a member of the group with effect from-
"(a) if subsection (7) is satisfied in respect of the company, 

the beginning of the day on which the company's eligi
bility ceases: 

"(b) otherwise, the later of-
"(i) the beginning of the imputation year in which the 

company's eligibility ceases: 
"(ii) the time at which the company becomes a mem

ber of the group. 

"(5) If at any time during an imputation year there is no nominated 
company for an imputation group and a replacement nomi
nated company is not appointed under subsection (6), the 
companies in the group cease to be members of the group with 
effect from the beginning of the imputation year. 

"(6) If the nominated company for an imputation group is liqui
dated and the other companies of the group select another 
company as a replacement, the replacement company is the 
nominated company for the group from the date of the liquida
tion if the Commissioner is notified of the selection within 30 
days after that date, or within such further period as the 
Commissioner may allow. 
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"(7) If a company ceases to be eligible to be a member of an 
imputation group, or ceases to be eligible to be a member of 
the same group as the nominated company of an imputation 
group, and makes a valid election that this subsection apply, 
the company is treated for the purposes of this Act as ceasing 
to be a member of the imputation group with effect from the 
date on which the eligibility ceases. 

"(8) An election under subsection (7) is valid if-
"(a) the election is made by notice in writing to the Commis

sioner in a form that is acceptable to the Commissioner 
and is received by the Commissioner within-
"(i) 30 days after the date on which the company 

ceases to be eligible to be a member of the group 
or ceases to be entitled to be a member of the 
same group as the nominated company: 

"(ii) such further period as the Commissioner may 
allow as reasonable in all the circumstances; and 

"(b) the Commissioner cannot reasonably conclude that an 
arrangement has been entered into for the purpose, or 
for purposes including the purpose, of enabling the 
company to meet the requirements of subsection (7) so 
as to defeat the intent and application of the imputation 
rules. 

"(9) If a company ceases to be a member of an imputation group by 
virtue only of being liquidated, nothing in subsections (2) to 
(4) applies to treat the company as having so ceased to be a 
member with effect from the beginning of the income year in 
which the liquidation occurred." 

20 Group investmen't funds 
(1) In section HE 2(1A), "DI 3A," is omitted, 

(2) Subsection (1) applies Jor the 2004-05 and subsequent 
income years. 

21 Gross income assessable to beneficiaries 
(1) In section HH 3(2), "other than a beneficiary of a community 

trust" is inserted after "any beneficiary". 

(2) In section HH 3(5), ", subject to subsection (5B)" is inserted 
after "the beneficiary", 

(3) After section HH 3(5), the following is inserted: 
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"(5B)If the trustee of a community trust makes in an income year a 
distribution to a person as a beneficiary of the trust and the 
distribution is not beneficiary income of the person, the distri
bution is gross income of the person in the income year to the 
extent that the distribution does not represent-
"(a) trustee income derived by the trustee of the trust in or 

before the 2003-04 income year: 
"(b) the corpus of the trust: 
"(c) capital profits or capital gains derived by the trustee of 

the trust: 
"(d) a distribution, settlement or dividend that is made to the 

community trust in the 2004-05 or 2005-06 income 
year on the winding up of a trust or company, if
"(i) the community trust provided the corpus of the 

trust and the trust would have been for charitable 
purposes but for the distribution, settlement or 
dividend: 

"(ii) the company is wholly-owned by the community 
trust and would have been established, main
tained and carried on for exclusively charitable 
purposes but for the distribution, settlement or 
dividend. " 

(4) Subsections (1) to (3) apply for the 2004-05 and subsequent 
income years. 

22 Trustee income 
(1) In section HH 4(1), ", DI 3 and DI 3A" is replaced by "and 

DI 3". 

(2) Subsection (1) applies for the 2004-05 and subsequent 
income years. 

23 Consequences of change in entity status for purpose of 
Maori authority rules 
In row 5 and row 6 of table HI 8, "HI 7" is replaced by 
"HI 9". 

24 No offset in calculating some schedular income tax 
liabilities 

(1) In the heading to section ID 1, "schedular" is omitted. 

(2) In section ID 1, the following is added: 
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"(2) A taxpayer who in an income year derives schedular gross 
income from an activity of providing a standard-cost house
hold service must not take a net loss from the activity into 
account in calculating the income tax liability of the taxpayer 
for any income year if the net loss is obtained by using for an 
allowable deduction a figure that is, or a figure that is calcu
lated using a method that is, given by a determination of the 
Commissioner under section 91AA of the Tax Administration 
Act 1994." 

25 Net loss offset between group companies 
In section IG 2(11)(b)(i}--
(a) "an agreement" is replaced by "a double tax 

agreement": 
(b) "the agreement" is replaced by "the double tax 

agreement" . 

26 Rebate for gifts of money 
(I) In section KC 5( 1)( cb), "Trust." is replaced by "Trust:" and 

the following is added: . 

"(cc) Books for Africa: 
"(cd) Bright Hope International Trust: 
"(ce) Help a Child Foundation New Zealand: 
"(cf) Greater Mekong Subregion Tertiary Education Consor-

tium Trust: 
"(cg) The Sir Edmund Hillary Trust: 
"(ch) Cheboche Area Trust Inc: 
"(ci) Sampoerna Foundation Limited: 
"(cj) Surf Aid International Incorporated: 
"(ck) Plan New Zealand: 
"(cl) St Stanislas Charitable Trust of New Zealand." 

(2) Subsection (1) applies for the 2003-04 and subsequent 
income years. 

27 Calculation of Part KD credit 
(1) In section KD 2(1), ", subject to section KD 7B" is inserted 

after "subsection (2)". 

(2) In section KD 2(6), in the definition of the item "abatement 
rate"-
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(a) "$20,000", wherever it appears in paragraphs (a)(i) and 
(ii) and (b )(i) and (ii), is replaced by "$20,356": 

(b) "$27,000", wherever it appears in paragraphs (a)(ii) 
and (iii) and (b)(ii) and (iii), is replaced by "$27,481": 

(c) "$1,260", wherever it appears in paragraphs (a)(iii) and 
(b)(iii), is replaced by "$1,282.50". 

(3) Subsection (1) applies for the 2003-04 and subsequent 
income years. 

(4) Subsection (2) applies for the 2004-05 and subsequent 
income years. 

28 Calculation of family tax credit 
(1) In section KD 3(2), ", subject to section KD 7B" is inserted 

after "subsection (3)". 

(2) Subsection (1) applies for the 2003-04 and subsequent 
income years. 

29 Rates for interim instalments for period ending on or 
after 1 July 1998 

(1) In the heading to section KD 5B, "ending" is replaced by 
"beginning" . 

(2) In section KD 5B(5), in the definition of the item "f"-
(a) "$20,000", wherever it appears in paragraphs (a) (i) and 

(ii) and (b )(i) and (ii), is replaced by "$20,356": 
(b) "$27,000", wherever it appears in paragraphs (a)(ii) 

and (iii) and (b)(ii) and (iii), is replaced by "$27,481": 
(c) "$1,260", wherever it appears in paragraphs (a)(iii) and 

(b)(iii), is replaced by "$1,282.50". 

(3) Subsection (2) applies for the 2004-05 and subsequent 
income years. 

30 New section KD 7B inserted 
(1) After section KD 7, the following is inserted: 

"KD 7B Effect of extra interim instalment on entitlement to 
tax credit 

"(1) This section applies to a person who-
"(a) is entitled to a Part KD credit or family tax credit for the 

whole or part of an income year; and 
"(b) receives in the income year-
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"(i) a payment under section KD 7 of an interim 
instalment of the credit for each period of a fort
night in the income year; or 

"(ii) payments under section KD 6 of interim instal
ments of the credit for periods of a week in the 
income year and no payment under section KD 7 
in the income year; and 

"(c) as a consequence of the calendar year not being divided 
into an exact number of fortnights or weeks-
"(i) receives in the income year 27 interim instal

ments corresponding to a period of a fortnight; or 
"(ii) may have received in the income year 53 interim 

instalments corresponding to a period of a week. 

"(2) For the purpose of section KD 4(2)(c), a person who has 
received payments under section KD 7 for the whole of an 
income year is entitled to a credit of tax for the income year of 
the amount given by the following formula: 

a + (Cb-c)X ~~) 
where-
a is the amount of the credit of tax for the income year 

calculated for the person undef-
(a) section KD 2, ifthe person is entitled to a Part KD 

credit of tax: 
(b) section KD 3, if the person is entitled to the family 

tax credit: 
b is the amount of the final interim instalment received by 

the person in the income year: 
c is the amount of any parental tax credit that is included 

in the final interim instalment received by the person in 
the income year. 

"(3) For the purpose of section KD 4(2)(c), a person who has 
received payments under section KD 6 for the whole of an 
income year and no payment under section KD 7 for the 
income year is entitled to a credit of tax for the income year of 
the amount given by the following formula: 
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where-
a is the amount of the credit of tax for the income year 

calculated for the person under-
(a) section KD 2, ifthe person is entitled to a Part KD 

credit of tax: 
(b) section KD 3, if the person is entitled to the family 

tax credit: 
b is the total amount of the interim instalments received by 

the person in the income year." 

(2) Subsection (1) applies for the 2003-04 and subsequent 
income years. 

31 Foreign tax credits--controlled foreign companies 
In section Le 4( 11)( e), "notice of the assessment" is replaced 
by "notice of assessment" . 

32 Tax deductions to be credited against tax assessed 
(1) In section LD 1(2A), in the words preceding paragraph (a), 

"closed company" is replaced by "close company". 

(2) In section LD 1(6), in the words following paragraph (b), "the 
year to which the tax deductions were made" is replaced by 
"the year in which the tax deductions were made". 

(3) Subsections (1) and (2) apply to tax deductions from source 
deduction payments made on and after 1 April 1999. 

33 Underlying foreign tax credits generally, and 
interpretation 

(1) In section LF 1(1)(a), "New Zealand company's dividend 
withholding payment liability" is replaced by " liability of a 
company resident in New Zealand to pay a dividend withhold
ing payment" . 

(2) In section LF l(1)(b)(i) "New Zealand company" is replaced 
by " company that is resident in New Zealand and is". 

(3) Subsections (1) and (2) apply for the 1995-96 and subsequent 
income years. 
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34 Refund of overpaid provisional tax 
(1) Section MB 8(1) and (2) are replaced by the following: 

"(1) If the amount of provisional tax payable by a provisional 
taxpayer for an income year is reduced by the taxpayer or by 
the Commissioner under section 119(2) of the Tax Adminis
tration Act 1994 and the taxpayer applies in writing for a 
refund of an amount of provisional tax already paid for the 
income year that, as a result of the reduction, exceeds the 
amount that would have been payable for the earlier instal
ment dates for the income year, the Commissioner must
"(a) apply the excess amount, in accordance with a request 

under section 173T of the Tax Administration Act 1994 
or in the absence of such a request in such order or 
manner as the Commissioner may determine, in pay
ment of tax that is payable by the person: 

"(b) refund any balance of the excess amount. 

"(2) If the residual income tax of a provisional taxpayer for an 
income year is assessed as not exceeding $2,500 and the 
taxpayer applies in writing for the refund of an amount of 
provisional tax that has been determined under section MB 
2( 1 )(b) and already paid for the first instalment date of the 
next succeeding income year or for the second instalment date 
of that next succeeding income year, the Commissioner 
must-
"(a) apply the amount, in accordance with a request under 

section 173T of the Tax Administration Act 1994 or in 
the absence of such a request in such order or manner as 
the Commissioner may determine, in payment of tax 
that is payable by the person: 

"(b) refund any balance of the amount." 

(2) Subsection (1) applies for the 2002-03 and subsequent 
income years. 

35 Payments to be set off within wholly-owned group 
In section MB 9(1), "This section" is replaced by "Subject to 
section MD 2, this section". 

36 Tax pooling account 
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In section MBB 4(3), "at the time of the payment, give notice 
to the taxpayer that the payment" is replaced by "at or before 
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the time of the payment, give notice to the taxpayer that a 
payment". 

37 Transfers from tax pooling account 
Section MBB 6(8) is repealed. 

38 Section MBB 9 replaced 
Section MBB 9 is replaced by the following: 

"MBB 9 Tax treatment of payments of interest 
"(1) This section applies to a payment that is made by an interme

diary to a client of an intermediary or by a client of an 
intermediary to the intermediary and that represents a differ
ence between-
"(a) an amount of funds that has been held in a tax pooling 

account for a period of time; and 
"(b) an amount that is paid for the entitlement to the funds. 

"(2) The payment is treated as-
"(a) a payment of interest to the person who derives the 

payment, for the purposes of section CE 1, the RWT 
rules and the NRWT rules: 

"(b) expenditure incurred in deriving the gross income of the 
person who makes the payment." 

39 Refund of excess tax 
(1) Section MD 1(3) is replaced by the following: 

"(3) If, but for this subsection and after the application of sections 
MD 2, MD 2A, MD 2B, MD 3 and NH 4, a person would be 
entitled to an amount as a refund under this section, the 
Commissioner may apply the amount, in accordance with a 
request under section 173T of the Tax Administration Act 
1994 or in the absence of such a request in such order or 
manner as the Commissioner may determine, in payment of
"(a) an amount that is payable by the person under this Act: 
"(b) an amount that is payable by the person under another 

Inland Revenue Act." 

(2) Subsection (1) applies for the 2002-03 and subsequent 
income years. 
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40 Limits on refunds of tax 
(1) The heading for section MD 2 is replaced by "Limit on 

refunds and allocations of tax" . 
(2) In section MD 2(1), the words preceding paragraph (a) are 

replaced by the following: 
"If an imputation credit account company becomes entitled at 
any time to a refund of income tax in accordance with section 
MD I, or becomes entitled to make an allocation within a 
wholly-owned group in accordance with section MB 9, the 
refund to be paid to the company or the allocation to be made 
in accordance with section MB 9 must not exceed the credit 
balance (if any) of the company's imputation credit account at 
the later of-" . 

(3) Section MD 2(1A) to (4) are replaced by the following: 

"(1A) Despite subsection (1)(a), an imputation credit account com
pany that furnishes its imputation return for an imputation 
year before the end of the next imputation year within the time 
allowed under an extension of time for furnishing the imputa
tion return may be refunded income tax in accordance with 
section MD 1 or make an allocation in accordance with 
section MB 9 if the total amount that is refunded or allocated 
does not exceed the credit balance (if any) of the company's 
imputation credit account on the last day of the imputation 
year for which the imputation return was furnished. 

"(2) If a company that has ceased to be an imputation credit 
account company becomes entitled to a refund of income tax 
in accordance with section MD I or becomes entitled to make 
an allocation within a wholly-owned group in accordance 
with section MB 9 in respect of any income year during which 
it was an imputation credit account company, the total amount 
that is refunded or allocated must not exceed the credit bal
ance (if any) of the company's imputation credit account that 
arose as a debit under section ME 5(1)(k) immediately before 
the company ceased to be an imputation credit account 
company. 

"(3) For the purposes of subsections 0), (lA) and (2), a credit 
balance referred to in those subsections is treated as being 
reduced by a refund under section MD I, or an allocation 
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under section MB 9, that is made earlier in the same imputa
tion year if, under this section or section NH 4, the refund or 
allocation may not exceed the credit balance. 

"(4) For the pUlposes of subsections (1), (lA) and (2), if the refund 
or allocation referred to in those subsections is a refund of 
income tax for an income year made under section MD I or an 
allocation for an income year under section MB 9, the credit 
balance referred to in those subsections must be treated as 
being increased by an amount equal to any debit to the com
pany's imputation credit account that, under section ME 
5(1)(i), arose after the date of payment of the first instalment 
of provisional tax for that income year and before the date on 
which the credit balance is to be determined in accordance 
with subsection (I), (lA) or (2)." 

(4) In section MD 2(5), the words preceding paragraph (b) are 
replaced by the following: 

"If an effect of subsection (I), (lA) or (2) is that income tax 
paid in excess by a company is not refunded to the company or 
not allocated within a wholly-owned group by the company, 
the income tax that is neither refunded nor allocated-
"(a) must be credited in payment of any income tax or provi

sional tax that is payable by the company for-
"(i) the income year during which the company 

would, but for subsection (1), (lA) or (2), have 
become entitled to receive a refund or make an 
allocation: 

"(ii) an income year that commences after 31 March 
1988, whether before or after the income year 
referred to in subparagraph (i):". 

(5) In section MD 2(5A), "or allocated within a wholly-owned 
group in accordance with section MB 9" is inserted after 
"refunded" . 

(6) In section MD 2(7), the words preceding paragraph (a) are 
replaced by the following: 
"Nothing in this section limits the amount oftax overpaid by a 
qualifying company that may be refunded to the company or 
allocated by the company unless-" . 
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41 Application of income tax or dividend withholding 
payments not refunded 
Section MD 4 is repealed. 

42 New section MD 5 inserted 
After section MD 3, the following is inserted: 

"MD 5 No credits or debits for excess income tax or dividend 
withholding payments not refunded or allocated 
No credit or debit arises in an imputation credit account or 
dividend withholding payment account of a company from an 
amount of tax paid in excess by the company, or dividend 
withholding payment made by the company, that is-
"(a) credited under section MD 2 against an amount of 

income tax or provisional tax that is payable by the 
company: 

"(b) credited under section NH 4(2)(b) or NH 5(5)(b) in 
payment of a dividend withholding payment that is 
payable by the company." 

43 New sections ME 1B and 1C inserted 
(1) After section ME 1, the following is inserted: 

"ME 1 B Companies electing to maintain imputation credit 
account 

"(1) A company that is excluded by section ME 1(2)(a) or (b), but 
not by section ME 1(2)(c) to (i), from the obligation under 
section ME 1 to establish and maintain an imputation credit 
account is eligible under this section to have an imputation 
credit account if the company is-
"(a) resident in Australia; and 
"(b) not treated by a double tax agreement as being resident 

in a country that is not Australia or New Zealand, for a 
purpose of taxation in Australia or New Zealand. 

"(2) A company that is eligible under this section to have an 
imputation credit account may make an election under this 
subsection by giving notice to the Commissioner in a form 
that is acceptable to the Commissioner. 

"(3) The Commissioner may decline to accept a notice under sub
section (2) from a company if-
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"(b) the company does not satisfy the Commissioner that the 
company has taken adequate steps to prevent the occur
rence of situations of the type that gave rise to the 
revocation. 

"(4) A notice under subsection (2) that is accepted by the Commis
sioner is effective-
"(a) for the purpose of section ME 6, from the later of

"(i) the date that is 30 days after the date on which the 
Commissioner receives the notice; and 

"(ii) I October 2003: 
"(b) for the purpose of the other provisions in the imputation 

rules, from the beginning of the imputation year that 
contains the date on which the Commissioner receives 
the notice. 

"(5) A company that makes an effective election under subsection 
(2) in an imputation year must establish and maintain an 
imputation credit account-
"(a) until the date on which the company ceases to be eli

gible under subsection (I) or on which the election is 
revoked, for the purpose of section ME 6: 

"(b) for the imputation year and for each subsequent imputa
tion year at the beginning of which the company is 
eligible under subsection (1) and the election has not 
been revoked, otherwise. 

"(6) A company that is in a wholly-owned group of companies 
with a company that makes an election under subsection (2), 
and is not prohibited by an independent regulatory body from 
having such liability, is jointly and severally liable with that 
company for further income tax, civil penalties and interest 
under Part 7 of the Tax Administration Act 1994 that arise 
from a breach of the imputation rules by the company that 
makes the election. 

"(7) A company that makes an election under subsection (2) may 
revoke the election by giving a notice to the Commissioner. 

"(8) A notice under subsection (7) is effective-
"(a) from the date that the Commissioner receives the 

notice, for the purpose of section ME 6: 
"(b) from the end of the imputation year in which the Com

missioner receives the notice, otherwise. 
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"(9) The Commissioner may give to a company a notice that 
revokes an election under subsection (2) by the company. 

"(10) A notice under subsection (9) is effective-
"(a) from the date given in the notice, for the purpose of 

section ME 6: 
"(b) from the end of the imputation year in which the date of 

the notice falls, otherwise. 

"(11) The revocation of an election does not affect the obligations of 
a company that arise while the company is an imputation 
credit account company." 

(2) Before section ME 2, the following is inserted: 

"ME 1 C Amount of dividend for imputation rules if paid in 
Australian currency 
For the purpose of the imputation rules, the amount of a 
dividend that is paid in Australian currency by an Australian 
imputation credit account company is given by-

a+b 

where-
a is the amount of the dividend expressed in Australian 

currency: 
b is the close of trading spot exchange rate for the Australian 

dollar-
(a) for the date on which the dividend is declared, if that 

date precedes the date of the payment of the dividend 
by 3 months or less: 

(b) for the date on which the dividend is paid, if that date 
follows the date of the declaration of the dividend by 
more than 3 months." 

44 Credits arising to imputation credit account 
(1) In section ME 4(1)(a)(vi), "section ME 9(5)" is replaced by 

"section ME 9(5B)". 

(2) After section ME 4(1)(a)(ix), the following is added: 

"(x) a payment that is made by means of a transfer 
from a tax pooling account to the company's 
account with the Commissioner:". 

(3) After section ME 4(1)(ab), the following is inserted: 
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"(ac) the amount of any payment that is made by an interme
diary into a tax pooling account from funds that are 
supplied by the company for that purpose: 

"(ad) the amount of any transfer by an intermediary to the 
company of an entitlement to funds that are held in a tax 
pooling account:". 

(4) After section ME 4( 1), the following is inserted: 

"(1B)If a company has been required by section ME 5(1)(i) to 
record in the company's imputation credit account an imputa
tion debit that has the effect of cancelling a credit that arose 
from a deposit by the company into a tax pooling account, a 
credit that is equal to the imputation debit arises to be 
recorded in the company's imputation credit account if
"(a) a further debit arises in the imputation credit account, 

on a date that is after the date on which the imputation 
debit under section ME 5(1)(i) arose, in relation to
"(i) a refund to the company of the amount of the 

deposit: 
"(ii) a transfer to another taxpayer of the company's 

entitlement to the amount of the deposit: 
"(b) the amount of the deposit is transferred to the com

pany's account with the Commissioner with an effec
tive date under section MBB 6 that is after the date on 
which the imputation debit arose. 

"(1 C) There arise as credits to be recorded by an Australian imputa
tion credit account company in the imputation credit account 
of the company for any imputation year the following 
amounts: 
"(a) non-resident withholding tax that, under section NG 2, 

the company pays on non-resident withholding income: 
"(b) a payment of tax made under the Income Tax (With

holding Payments) Regulations 1979 from a withhold
ing payment made to the company as a non-resident 
contractor: 

"(c) a payment of tax to meet the schedular income tax 
liability of the company for schedular gross income that 
the company derives under section CN 1, CN 2 or CN 4 
in the income year corresponding to the imputation 
year. 
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"(10) No amount may create more than 1 credit under subsections 
(1) and (lC)." 

(5) After section ME 4(2)(ab), the following is inserted: 

"(ac) in the case of a credit referred to in paragraph (ac) of 
that subsection, on the date of the payment into the tax 
pooling account: 

"(ad) in the case of a credit referred to in paragraph (ad) of 
that subsection-
"(i) if the funds to which the entitlement relates are 

transferred to the company's account with the 
Commissioner, on the effective date under 
section MBB 6 of the transfer: 

"(ii) if the funds to which the entitlement relates are 
refunded to the company or the entitlement to the 
funds is transferred to another taxpayer, on the 
date of the refund or transfer:". 

(6) After section ME 4(2), the following is inserted: 

"(2B) A credit referred to in subsection (lB) arises on the date of the 
refund or transfer. 

"(2C)The credits referred to in subsection (lC) arise-
"(a) in the case of a credit referred to in paragraph (a) of that 

subsection, on the date that the non-resident withhold
ing tax is paid: 

"(b) in the case of a credit referred to in paragraph (b) of that 
subsection, on the date that the tax is paid: 

"(c) in the case of a credit referred to in paragraph (c) of that 
subsection, on the date that the schedular income tax is 
paid." 

45 Debits arising to imputation credit account 
(1) After section ME 5(1)(e), the following is inserted: 
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(2) After section ME 5(1), the following is inserted: 

"(1B)There arise as debits to be recorded by an Australian imputa
tion credit account company in the imputation credit account 
of the company for any imputation year the following 
amounts: 
"(a) any refund arising from an amount-

"(i) that is an overpayment of non-resident withhold
ing tax on non-resident withholding income; and 

"(ii) for which the company has received a credit 
under section ME 4(1C)(a): 

"(b) any refund arising from an amount-
"0) that is an overpayment of tax under the Income 

Tax (Withholding Payments) Regulations 1979 
from a withholding payment made to the com
pany as a non-resident contractor; and 

"(ii) for which the company has received a credit 
under section ME 4(1C)(b): 

"(c) any refund of tax arising from an amount-
"(i) that is an overpayment of the company's schedu

lar income tax liability for schedular gross 
income that the company derived under section 
CN 1, CN 2 or eN 4 in the income year corres
ponding to the imputation year; and 

"(ii) for which the company has received a credit 
under section ME 4(1C)(c)." 

(3) After section ME 5(2)(e), the following is inserted: 

"( eb) in the case of a debit referred to in paragraph (eb) or (ec) 
of that subsection arising for a qualifying company, on 
the date on which the refund or transfer is made: 

"(ec) in the case of a debit referred to in paragraph (eb) or (ec) 
of that subsection arising for a company that is not a 
qualifying company-
"(i) on the last day of the imputation year that imme

diately precedes the imputation year in which the 
refund or transfer is made, to the extent that the 
debit does not exceed the credit balance in the 
company's imputation credit account on that 
date: 

"(ii) on the date on which the refund or transfer is 
made, to the extent that, after the application of 
subparagraph (i), the amount of the debit that is 
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not assigned a date under subparagraph (i) does 
not exceed the credit balance in the company's 
imputation credit account on the date of the 
refund or transfer: 

"(iii) on the last day of the imputation year that imme
diately precedes the imputation year in which the 
refund or transfer is made, to the extent that the 
debit is not assigned a date under subparagraphs 
(i) and (ii):". 

(4) After section ME 5(2), the following is inserted: 

"(2B)A debit referred to in subsection (1B) arises on the date on 
which the refund is paid." 

46 Further tax payable where end of year debit balance, or 
when company ceases to be imputation credit account 
company 

(1) In section ME 9(1), "subsection (7)" is replaced by "subsec
tions (7) and (9)". 

(2) Section ME 9(5) is replaced by: 

"( 5B) If a company pays an amount of further income tax for which 
the company is liable under this section, the company may 
elect that the amount of the payment be also credited-
"(a) in payment of a liability of the company to pay income 

tax, which may include a liability to pay provisional tax, 
in relation to an income year that corresponds to an 
imputation year in which the company was an imputa
tion credit account company: 

"(b) with effect on the date on which the Commissioner 
receives the payment of further income tax. 

"(5C) If a company is liable under this section to pay further income 
tax in relation to an imputation year and, after the end of the 
imputation year, pays an amount of income tax in relation to 
an income year that corresponds to an imputation year in 
which the company was an imputation credit account com
pany, the company may elect that the amount of the payment 
of income tax be also credited-
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"(5D) If an Australian imputation credit account company pays in 
an income year further income tax to which it is liable under 
this section and, at the time of the payment, there is no possi
bility that the company will have in the future an income tax 
liability against which the payment may be credited, the com
pany may elect that the payment be treated for the income 
year, and for a company in the same wholly-owned group, as 
being an available net loss of an amount given by the follow
ing formula: 

where-

a 
b 

a is the amount of further income tax that is paid by the 
company and not credited against an income tax liabil
ity: 

b is the basic rate of income tax, expressed as a percent
age, stated in Schedule 1, Part A, clause 5." 

(4) After section ME 9(7), the following is added: 

"(8) A company that has a debit balance in the company's imputa
tion credit account at the end of an imputation year may apply 
to the Commissioner by notice in writing for a reduction of the 
company's liability for further income tax relating to the 
imputation year if-
"(a) the company had a debit balance in the company's 

imputation credit account at the end of the immediately 
preceding imputation year; and 

"(b) the debit balance referred to in paragraph (a) exceeds 
the total of the credits that have arisen in the company's 
imputation credit account during the imputation year. 

"(9) If the Commissioner receives a notice under subsection (8) 
from a company, the company's liability for further income 
tax relating to the imputation year is reduced by an amount 
that equals the difference between-
"(a) the debit balance in the company's imputation credit 

account at the end of the immediately preceding impu
tation year; and 

"(b) the total of the credits that have arisen in the company's 
imputation credit account during the imputation year." 
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(5) Subsections (1), (2) and (4) apply for imputation years that 
begin on and after 1 April 1998. 

(6) Subsection (3) applies for imputation years that begin on and 
after 1 April 2003. 

47 Heading replaced 
The heading before section ME 10 is replaced by the 
following: 

"Consolidated imputation groups". 

48 Consolidated group to maintain separate imputation 
credit account 

(1) In section ME 10, including the heading, "consolidated 
group", wherever it occurs, is replaced by "consolidated 
imputation group". 

(2) After section ME 10(1), the following is inserted: 

"(1B)If the members of a consolidated group that is a consolidated 
imputation group elect to form an imputation group that 
includes no company that is a member of another consolidated 
group, the imputation group must, for the purpose of sub
section (1), continue to use and maintain the imputation credit 
account formerly used by the consolidated group. 

"(IC)If the members of a consolidated group that is a consolidated 
imputation group elect to form or join an imputation group 
that includes the members of another consolidated group, the 
imputation group that results from the election must record in 
its imputation credit account-
"(a) all of the debits and credits that, immediately before the 

election takes effect, are recorded in the imputation 
credit account of the consolidated group; and 

"(b) all of the debits and credits that, when or after the 
election takes effect, arise from transactions involving a 
member of the imputation group. 

"OD) The resident imputation subgroup that is associated with a 
trans-Tasman imputation group must record in its imputation 
credit account all of the debits and credits that-
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"(i) occur before the formation of the resident impu
tation subgroup and involve a company that will 
be a member of the resident imputation subgroup: 

"(ii) occur at or after the formation of the resident 
imputation subgroup and involve a company that 
is a member of the resident imputation subgroup. 

"( I E) If the members of an imputation group elect to cease to be an 
imputation group and to form a consolidated group that is a 
consolidated imputation group, the consolidated group must, 
for the purpose of subsection (I), continue to use and maintain 
the imputation credit account formerly used by the imputation 
group." 

(3) Section ME 1O(2)(a) is replaced by the following: 

"(a) nil, if the consolidated imputation group is formed dur
ing the imputation year and is not formed from the 
members of a consolidated imputation group that exists 
immediately before the time of the formation: 

"(ab) the amount given by the application of subsection (lB), 
(le) or (ID), if the consolidated imputation group is 
formed during the imputation year and is formed from 
the members of a consolidated imputation group that 
exists immediately before the time of the formation:". 

49 Credits arising to imputation credit account of group 
(I) In section ME 11(1) other than paragraphs (e) to (g), and (k), 

"consolidated group", wherever it occurs, is replaced by 
"consolidated imputation group". 

(2) In section ME 1I(I)(a)(i), "and (x)" is inserted after "(viii)". 

(3) After section ME l1(1)(a), the following is inserted: 

"(ab) the amount of any payment that is made by an interme
diary into a tax pooling account from funds that are 
supplied by the group for that purpose: 

"(ac) the amount of any transfer by an intermediary to the 
group of an entitlement to funds that are held in a tax 
pooling account:". 

(4) Section ME 11(1)(e), (f) and (g) are replaced by the following: 

"(e) the amount of any dividend withholding payment credit 
that is attached to a dividend paid during the imputation 
year to a company, if, at the time of the payment, the 
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company is a member of the consolidated imputation 
group and-
"(i) is a member of a consolidated group that does not 

have a dividend withholding payment account; or 
"(ii) is not a member of a consolidated group and does 

not have a dividend withholding payment 
account: 

"(f) the amount of any dividend withholding payment that is 
made during the imputation year by a company that is a 
member of the consolidated imputation group at the 
time of the payment, if-
"(i) the company at the time of the payment-

"(A) is a member of a consolidated group that 
does not have a dividend withholding pay
ment account; or 

"(B) is not a member of a consolidated group 
and does not have a dividend withholding 
payment account; and 

"(ii) the company does not satisfy the obligation to 
make the dividend withholding payment by 
reducing a net loss under section NH 5(4): 

"(g) an amount forming all or part of a credit balance in the 
dividend withholding payment account of a consoli
dated group, if-
"(i) the nominated company of the consolidated 

group elects under section NH 6(6) during the 
imputation year that the amount be a credit to the 
imputation credit account of the consolidated 
imputation group; and 

"(ii) the members of the consolidated group are mem
bers of the consolidated imputation group at the 
time of the election:". 

(5) Section ME ll(I)(k) is replaced by the following: 
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"(ii) the members of the consolidated group are mem
bers of the consolidated imputation group at the 
time of the election:". 

(6) After section ME 11 (1) the following is inserted: 

"(1B)Jf a group has been required by section ME 12(1)(h) to record 
in the group's imputation credit account an imputation debit 
that has the effect of cancelling a credit that arose from a 
deposit by the group into a tax pooling account, a credit that is 
equal to the imputation debit arises to be recorded in the 
group's imputation credit account if-
"(a) a further debit arises in the imputation credit account, 

on a date that is after the date on which the imputation 
debit under section ME 12(1)(h) arose, in relation to
"(i) a refund to the group of the amount of the 

deposit: 
"(ii) a transfer to another taxpayer of the group's enti

tlement to the amount of the deposit: 
"(b) the amount of the deposit is transferred to the group's 

account with the Commissioner with an effective date 
under section MBB 6 that is after the date on which the 
imputation debit arose. 

"(1C)Jf a consolidated imputation group has a member that is an 
Australian imputation credit account company, there arise as 
credits to be recorded in the imputation credit account of the 
group for any imputation year the following amounts: 
"(a) non-resident withholding tax that, under section NO 2, 

the company pays on non-resident withholding income 
derived by the company when the company is a member 
of the consolidated imputation group: 

"(b) a payment of tax made under the Income Tax (With
holding Payments) Regulations 1979 from a withhold
ing payment made to the company as a non-resident 
contractor when the company is a member of the con
solidated imputation group: 

"(c) a payment of tax to meet the schedular income tax 
liability of the company for schedular gross income that 
the company derives-
"(i) under section CN 1, CN 2 or CN 4; and 
"(ii) in the income year that corresponds to the impu

tation year; and 
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"(iii) when the company is a member of the consoli
dated imputation group. 

"(lD) No amount may create more than 1 credit under subsections 
(1) and (le)." 

(7) After section ME 11(2)(a), the following is inserted: 

"(ab) in the case of a credit referred to in paragraph (ab) of 
that subsection, on the date of the payment into the tax 
pooling account: 

"(ac) in the case of a credit referred to in paragraph (ac) of 
that subsection-
"(i) if the funds to which the entitlement relates are 

transferred to the group's account with the Com
missioner, on the effective date under section 
MBB 6 of the transfer: 

"(ii) if the funds to which the entitlement relates are 
refunded to the group or the entitlement to the 
funds is transferred to another taxpayer, on the 
date of the refund or transfer:". 

(8) After section ME 11(2), the following is inserted: 

"(2B)A credit referred to in subsection (lB) arises on the date of the 
refund or transfer. 

"(2C) The credits referred to in subsection (l C) arise-
"(a) in the case of a credit referred to in paragraph (a) of that 

subsection, on the date that the non-resident withhold
ing tax is paid: 

"(b) in the case of a credit referred to in paragraph (b) of that 
subsection, on the date that the tax is paid: 

"(c) in the case of a credit referred to in paragraph (c) of that 
subsection, on the date that the schedular income tax is 
paid." 

50 Debits arising to imputation credit account of group 
(1) In section ME 12(1), other than paragraphs (b), (f), (m) and 

(n), and section ME 12(2), "consolidated group", wherever it 
occurs, is replaced by "consolidated imputation group". 

(2) Section ME 12(1)(b) is replaced by the following: 
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"(b) an amount forming all or part of a credit balance in the 
imputation credit account of the consolidated imputa
tion group, if-
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"(i) the consolidated imputation group is not a resi
dent imputation subgroup; and 

"(ii) the nominated company of the consolidated 
imputation group elects under section ME 14(1) 
during the imputation year that the amount be a 
credit to the policyholder credit account of a con
solidated group; and 

"(iii) the members of the consolidated group are mem
bers of the consolidated imputation group at the 
time of the election:". 

(3) After section ME 12(1)(d), the following is inserted: 

"(db) the amount of any refund that is made to the group by an 
intermediary from funds in a tax pooling account for 
which the group has received a credit under section ME 
11(1)(ab) or (ac): 

"(dc) the amount of the funds involved in any transfer from 
the group to another taxpayer by an intermediary of an 
entitlement to funds in a tax pooling account for which 
the group has received a credit under section ME 
11 (l )(ab) or (ac):". 

(4) Section ME 12(1)(f) is replaced by the following: 

"(f) the amount of a refund of a dividend withholding pay
ment, or a refund of a credit of tax under section LD 
8( 1)( c), that is made in respect of a dividend that is 
derived during the imputation year by a member of the 
consolidated imputation group, if at the time of deriva
tion the member-
"(i) is a member of a consolidated group that does not 

have a dividend withholding payment account; or 
"(ii) is not a member of a consolidated group and does 

not have a dividend withholding payment 
account: ". 

(5) In section ME 12(1)(j), "exist" is replaced by "be a consoli
dated imputation group". 

(6) Section ME 12(1)(m) and (n) are replaced by the following: 

"(m) the overpaid amount of a dividend withholding pay
ment that is made by a company in respect of a dividend 
derived by the company during the imputation year, 
if-
"(i) the company at the time of derivation-
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"(A) is a member of a consolidated group that 
does not have a dividend withholding pay
ment account; or 

"(B) is not a member of a consolidated group 
and does not have a dividend withholding 
payment account; and 

"(ii) the Commissioner applies the overpaid amount in 
satisfaction of an amount that-
"(A) is due and payable under an Inland Reve

nue Act by a member of the consolidated 
group; and 

"(B) is not a dividend withholding payment or 
income tax; and 

"(iii) the consolidated group does not have a dividend 
withholding payment account at the time of the 
application of the overpaid amount: 

"(n) the amount, calculated under subsection (3) or (4) for 
the income year corresponding to the imputation year, 
that is transferred on account of net foreign attributed 
income to the dividend withholding payment account 
of-
"(i) a consolidated group, the members of which are 

members of the consolidated imputation group; 
or 

"(ii) a member of the consolidated imputation group 
that is not a member of a consolidated group and 
has a dividend withholding payment account." 

(7) After section ME 12(1), the following is inserted: 

"(IB)If a consolidated imputation group has a member that is an 
Australian imputation credit account company, there arise as 
debits to be recorded in the imputation credit account of the 
group for any imputation year the following amounts: 
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"(a) any refund arising from an amount-
"(i) that is an overpayment of non-resident withhold

ing tax on non-resident withholding income that 
the company derives when the company is a 
member of the consolidated imputation group; 
and 

"(ii) for which the consolidated imputation group has 
received a credit under section ME l1(IC)(a): 

"(b) any refund arising from an amount-
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"(i) that is an overpayment of tax under the Income 
Tax (Withholding Payments) Regulations 1979 
from a withholding payment made to the com
pany as a non-resident contractor when the com
pany is a member of the consolidated imputation 
group; and 

"(ii) for which the consolidated imputation group has 
received a credit under section ME 11 (1 C)(b): 

"(c) any refund of tax arising from an amount-
"(i) that is an overpayment of the company's schedu

lar income tax liability for schedular gross 
income that the company derives-
"(A) under section CN 1, CN 2 or CN 4; and 
"(B) in the income year that corresponds to the 

imputation year; and 
"(C) when the company is a member of the con

solidated imputation group; and 
"(ii) for which the consolidated imputation group has 

received a credit under section ME l1(lC)(c)." 

(8) After section ME 12(2)(d), the following is inserted: 

"(db) in the case of a debit referred to in paragraph (db) or 
(dc) of that subsection-
"(i) on the last day of the imputation year that imme

diately precedes the imputation year in which the 
refund or transfer is made, to the extent that the 
debit does not exceed the credit balance in the 
group's imputation credit account on that date: 

"(ii) on the date of the refund or transfer, to the extent 
that, after the application of subparagraph (i), the 
amount of the debit that is not assigned a date 
under subparagraph (i) does not exceed the credit 
balance in the group's imputation credit account 
on the date of the refund or transfer: 

"(iii) on the last day of the imputation year that imme
diately precedes the imputation year in which the 
refund or transfer is made, to the extent that the 
debit is not assigned a date under subparagraphs 
(i) and (ii):". 

(9) In section ME 12(2)(i), "exist" is replaced by "be a consoli
dated imputation group". 
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(10) After section ME 12(2), the following is inserted: 

"(2B)A debit referred to in subsection (IB) arises on the date that 
the refund is paid." 

(11) In section ME 12(3)-
(a) "or a company that is not a member of a consolidated 

group" is inserted after "a consolidated group": 
(b) "for the consolidated group or company" is inserted 

after "is calculated". 

(12) In section ME 12(4}-
(a) "or a company that is not a member of a consolidated 

group" is inserted after "a consolidated group": 
(b) "for the consolidated group or company" is inserted 

after "is calculated": 
(c) "or the company" is inserted after "member of the 

group" . 

51 Debiting and crediting between consolidated group and 
individual companies 

(I) In section ME 13, including the heading-
(a) "consolidated group", wherever it occurs, is replaced 

by "consolidated imputation group": 
(b) "consolidated group's", wherever it occurs, is replaced 

by "consolidated imputation group's". 

(2) In section ME 13(l)(a), "payment into a tax pooling 
account," is inserted after "any tax paid,". 

(3) In section ME 13(I)(b), "refund of funds in a tax pooling 
account, transfer of an entitlement to funds in a tax pooling 
account," is inserted after "any tax refunded,". 

(4) In section ME 13(6), "section ME 9(5)" is replaced, in both 
places that it occurs, by "section ME 9(5B)". 

52 Application of specific imputation provisions to 
consolidated groups 

(1) In the heading to section ME 14, "consolidated groups" is 
replaced by "consolidated imputation groups" . 

(2) Section ME 14(1) is replaced by the following: 

"(1) If at any time there is a credit balance in the imputation credit 
account of a consolidated imputation group that is not a resi
dent imputation subgroup and a member of the consolidated 
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imputation group has a policyholder credit account, or a con
solidated group whose members are members of the consoli
dated imputation group has a policyholder credit account, the 
nominated company of the consolidated imputation group 
may-
"(a) elect that an amount forming all or part of the credit 

balance be, at the time, a credit to the policyholder 
credit account of the member or consolidated group and 
a debit to the imputation credit account of the consoli
dated imputation group; and 

"(b) make an election under paragraph (a) by recording the 
debit in the imputation credit account. 

"(IB)Ifthe members of a consolidated group that has a policyholder 
credit account are members of a consolidated imputation 
group and the consolidated group has a non-standard balance 
date, section ME 7(3) and (4) apply to the transfer of a credit 
balance from the imputation credit account of the consoli
dated imputation group to the policyholder credit account of 
the consolidated group as if-
"(a) each reference to a company were a reference to the 

consolidated imputation group or the consolidated 
group, as appropriate; and 

"(b) each reference to the provisions of the Act applicable to 
an individual company were a reference to the 
equivalent provision of this section or of sections ME 
10 to ME 13 applicable to consolidated imputation 
groups with members that are the members of a consoli
dated group." 

(3) In section ME 14(2) to (4), "consolidated group", wherever it 
appears, is replaced by "consolidated imputation group". 

(4) In section ME 14(3)(b), "consolidated groups" is replaced by 
"consolidated imputation groups". 

(5) In section ME 14(5)(a)-
(a) in the words before subparagraph (i), "consolidated 

group" is replaced by "consolidated group that is a 
consolidated imputation group": 

(b) in subparagraph (ii), "exist" is replaced by "be a con
solidated imputation group": 

(c) in subparagraph (iii), "consolidated groups" is replaced 
by "consolidated imputation groups". 
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(6) In section ME 14(5)(b), "member of a consolidated group" is 
replaced by "member of a consolidated group that is a consol
idated imputation group". 

(7) After section ME 14(5), the following is added: 

"(6) If a company that is a member of an imputation group has an 
entitlement under section MD 1 to a refund of overpaid 
income tax-
"(a) the company must apply for the refund by a notice in 

writing to the Commissioner that is in a form acceptable 
to the Commissioner: 

"(b) section MD 2 applies to the entitlement as if-
"(i) the imputation credit account of the imputation 

group were the imputation credit account of the 
company: 

"(ii) the credit in the imputation credit account for the 
purpose of section MD 2 were reduced by each 
refund to a member of the imputation group." 

53 Credits and debits arising to policyholder credit account 
of company 

(1) Section ME 18(1)(a) is replaced by the following: 

"(a) any amount of a credit balance in an imputation credit 
account that is a debit to the imputation credit account 
and a credit to the policyholder credit account as a result 
of an election under section ME 7 by-
"(i) the nominated company for an imputation group 

to which the company belongs, if the company is 
a member of an imputation group and not a mem
ber of a consolidated group; or 

"(ii) the company, if the company is not a member of 
an imputation group or of a consolidated group 
that is a consolidated imputation group:". 

(2) Section ME 18(3)(b) is replaced by the following: 
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"(b) the amount of any credit balance in the account that the 
company elects under section ME 19 to be a credit to 
the imputation credit account of-
"(i) the imputation group to which the company 

belongs, if the company is a member of an impu
tation group and not a member of a consolidated 
group; or 
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"(ii) the company, if the company is not a member of 
an imputation group or of a consolidated group 
that is a consolidated imputation group:". 

54 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 

(1) The heading to section ME 19 is replaced by "Election to use 
credit balance as credit against policyholder base income 
tax liability or as credit in imputation credit account" . 

(2) Section ME 19(3) and (4) are replaced by the following: 

"(3) 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 be a debit to the company's policy
holder credit account and a credit to the imputation credit 
account of-
"(a) the imputation group to which the company belongs, if 

the company is a member of an imputation group and 
not a member of a consolidated group; or 

"(b) the company, if the company is not a member of an 
imputation group or of a consolidated group that is a 
consolidated imputation group. 

"(4) An election of a company under subsection (3) is made by 
recording the amount that is subject to the e1ection-
"(a) as a debit in the company's policyholder credit account; 

and 
"(b) as a credit in the imputation credit account-

"(i) of the imputation group to which the company 
belongs, if the company is a member of an impu
tation group and not a member of a consolidated 
group; or 

"(ii) of the company, if the company is not a member 
of an imputation group or of a consolidated group 
that is a consolidated imputation group." 

(3) In section ME 19(5), "the company's imputation credit 
account" is replaced by "the imputation credit account of the 
company, or of the company's imputation group,". 
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55 Determinations by Commissioner as to credits and 
debits arising to policyholder credit account 

(1) In section ME 20(1)(b), "a company's imputation credit 
account" is replaced by "the imputation credit account of a 
company, or of a company's consolidated imputation group,". 

(2) In section ME 20(2)(b), "and the nominated company of any 
consolidated imputation group of which the company is a 
member must make such corrections in the consolidated 
imputation group's imputation credit account," is inserted 
after "dividend withholding payment account". 

56 Credits and debits arising to group policyholder credit 
account 

(1) Section ME 26(2)(a) is replaced by the following: 

"(a) any amount forming all or part of a credit balance in the 
imputation credit account of an imputation group or of a 
consolidated group that is a consolidated imputation 
group if-
"(i) the members of the consolidated group are mem

bers of the consolidated imputation group; and 
"(ii) the nominated company for the consolidated 

imputation group elects under section ME 
14(1)(a) that the credit balance be a credit to the 
policyholder credit account of the consolidated 
group:". 

(2) Section ME 26(4)(b) is replaced by the following: 
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"(b) the amount of any credit balance in the policyholder 
credit account of the consolidated group if-
"(i) the consolidated group is a consolidated imputa

tion group or the members of the consolidated 
group are members of an imputation group; and 

"(ii) the nominated company for the consolidated 
group elects under section ME 28(3) that the 
credit balance be a credit to the imputation credit 
account of the consolidated group or imputation 
group." 
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57 A pplication of policyholder credit account provisions to 
consolidated group, etc 
Section ME 28(3) is replaced by the following: 

"(3) The nominated company for a consolidated group that is a 
consolidated imputation group, or the members of which are 
members of an imputation group, may-
"(a) elect that all or any part of a credit balance in the 

policyholder credit account of the consolidated group at 
the time of the election be a credit balance in the impu
tation credit account of the consolidated group or impu
tation group; and 

"(b) record the election by recording the amount affected by 
the election as a debit in the policyholder credit account 
of the consolidated group." 

58 Debits and credits arising to imputation credit account 
or policyholder credit account on amalgamation 

(1) In section ME 29(2)(a), "a credit or debit exists in the consoli
dated group's imputation credit account" is replaced by "the 
consolidated group is a consolidated imputation group and a 
credit or debit exists in the group's imputation credit 
account". 

(2) In section ME 29(2)(a), "or in its policyholder credit account" 
is replaced by "or the consolidated group has a policyholder 
credit account and a credit or debit exists in that account". 

(3) In section ME 29(2)(b), "consolidated" is omitted. 

59 Credits and debits arising to branch equivalent tax 
account of company 

(1) This section amends section MF 4(1 )(b) as it read before 
being amended by section 385 of the Taxation (Core Provi
sions) Act 1996. 

(2) The definition of item "e" is replaced by the following: 

"e is the amount of any attributed foreign income derived 
by the company during the income year that is offset 
against losses that are not foreign investment fund losses 
or attributed foreign losses; and". 

(3) Subsection (2) applies for the 1995-96 and 1996-97 income 
years, subject to subsection (4). 
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(4) Subsection (2) does not apply to a taxpayer for an income year 
if-
(a) the taxpayer has filed before 26 June 2003 a return of 

income for the income year; and 
(b) the return of income relies on the definition of item "e" 

in section MF 4(1)(b) of the Income Tax Act 1994 as 
the definition read before the enactment of section 385 
of the Taxation (Core Provisions) Act 1996 and the 
enactment of this section. 

60 Credits and debits arising to branch equivalent tax 
account of company 

(1) Section MF 4(1)(a) and (b) are replaced by the following: 

"(a) an amount (not less than nil) calculated in accordance 
with the following formula: 

«a - b) x c) - d - e 
where-
a is the attributed foreign income derived by the com

pany in the income year: 
b is the total amount of any deductions and offsets for 

the income year that the company is allowed for 
attributed foreign losses, attributed foreign net 
losses, foreign investment fund losses and foreign 
investment fund net losses: 

c is the basic rate of income tax, expressed as a per
centage, stated in-
(a) Schedule 1, Part A, clause 5, ifthe company is 

not a Maori authority; or 
(b) Schedule 1, Part A, clause 2, if the company is 

a Maori authority: 
d is the total amount of any foreign tax credits 

allowed under section LC 4 or LC 5 that are set off 
against the company's income tax liability for the 
income year: 

e is the total amount of credits against the company's 
income tax liability for the income year from debit 
balances in the branch equivalent tax accounts of 
the company and any other company:". 

(2) Section MF 4(1B) is repealed. 
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(3) Subsections (1) and (2) apply for the 1997-98 and subsequent 
income years, subject to subsection (4). 

(4) Subsections (1) and (2) do not apply to a taxpayer for an 
income year if-
(a) the taxpayer has filed before 26 June 2003 a return of 

income for the income year; and 
(b) the return of income relies on sections MF 4(1)(a) and 

(b) and MF 4(1B) ofthe Income Tax Act 1994 as those 
provisions were before the enactment of this section. 

61 Use of credit to reduce dividend withholding payment or 
use of debit to satisfy income tax liability 

(1) After section MF 5(6), the following is inserted: 

"(6B)If an election under subsection (4) relates to an amount that 
exceeds the income tax liability, for the income year, of the 
company that receives the credit under subsection (5), the 
excess is a net loss of the company for the purpose of Parts IF 
and IG." 

(2) Subsection (1) applies for the 1997-98 and subsequent 
income years, subject to subsection (3). 

(3) Subsection (1) does not apply to a taxpayer for an income year 
if-
(a) the taxpayer has filed before 26 June 2003 a return of 

income for the income year; and 
(b) the return of income relies on section MF 5 of the 

Income Tax Act 1994 as the section was before the 
enactment of this section. 

62 Debits and credits arising to group branch equivalent 
tax account 

(1) This section amends section MF 8(2)(b) as it read after being 
amended by section 49 of the Income Tax Act 1994 Amend
ment Act (No 4) 1995 and before being amended by section 
387 of the Taxation (Core Provisions) Act 1996. 

(2) The definition of item "f' is replaced by the following: 
"f is the amount of any attributed foreign income 

derived by the consolidated group during the 
income year that is offset against losses that are not 
foreign investment fund losses or attributed foreign 
losses; and". 
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(3) Subsection (2) applies for the 1995-96 and 1996-97 income 
years, subject to subsection (4). 

(4) Subsection (2) does not apply to a taxpayer for an income year 
if-
(a) the taxpayer has filed before 26 June 2003 a return of 

income for the income year; and 
(b) the return of income relies on the definition of item "f' 

in section MF 8(2)(b) of the Income Tax Act 1994 as 
the definition read before the enactment of section 387 
of the Taxation (Core Provisions) Act 1996 and the 
enactment of this section. 

63 Debits and credits arising to group branch equivalent 
tax account 

(1) Section MF 8(2)(a) and (b) are replaced by the following: 
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"(a) an amount (not less than nil) calculated in accordance 
with the following formula: 

«a - b) x c) - d - e 
where-
a is the attributed foreign income derived by the con

solidated group in the income year: 
b is the total amount of any deductions and offsets for 

the income year that the consolidated group is 
allowed for attributed foreign losses, attributed for
eign net losses, foreign investment fund losses and 
foreign investment fund net losses: 

c is the basic rate of income tax, expressed as a per
centage, stated in-
(a) Schedule 1, Part A, clause 5, if the consoli

dated group does not consist of Maori authori
ties; or 

(b) Schedule 1, Part A, clause 2, if the consoli
dated group consists of Maori authorities: 

d is the total amount of any foreign tax credits 
allowed under section LC 4 or LC 5 that are credited 
against the consolidated group's income tax liabil
ity for the income year: 

e is the total amount of credits against the consoli
dated group's income tax liability for the income 
year from debit balances in the branch equivalent 
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tax accounts of the consolidated group and compa
nies that are members of the consolidated group:". 

(2) Section MF 8(2B) is repealed. 

(3) Subsections (1) and (2) apply for the 1997-98 and subsequent 
income years, subject to subsection (4). 

(4) Subsections (1) and (2) do not apply to a taxpayer for an 
income year if-
(a) the taxpayer has filed before 26 June 2003 a return of 

income for the income year; and 
(b) the return of income relies on sections MF 8(2)(a) and 

(b) and MF 8(2B) of the Income Tax Act 1994 as those 
provisions were before the enactment of this section. 

64 Use of consolidated group credit to reduce dividend 
withholding payment, or use of group or individual 
debit to satisfy income tax liability 

(1) After section MF 10(5), the following is inserted: 

"(5B) If an election under subsection (3) or (4) relates to an amount 
that exceeds the income tax liability, for the income year, of 
the company or group that receives the set off under sub
section (5), the excess is a net loss of the company or group for 
the purpose of Parts IF and IG." 

(2) Subsection (1) applies for the 1997-98 and subsequent 
income years, subject to subsection (3). 

(3) Subsection (1) does not apply to a taxpayer for an income year 
if-
(a) the taxpayer has filed before 26 June 2003 a return of 

income for the income year; and 
(b) the return of income relies on section MF 10 of the 

Income Tax Act 1994 as the section was before the 
enactment of this section. 

65 Credits arising to dividend withholding payment 
account 
In section MG 4(1)(a), "section MG 9(5)" is replaced by 
"section MG 9(SB)". 
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66 Further dividend withholding payment payable by 
company 

(1) In section M G 9(1), ", subject to subsection (7)" is inserted 
after "that debit balance" . 

(2) Section MG 9(5) is replaced by the following: 

"(5B) If a company pays a further dividend withholding payment for 
which the company is liable under this section, the company 
may elect that the amount of the payment be also credited
"(a) in payment of a liability of the company to pay a divi-

dend withholding payment in relation to an income year 
that corresponds to an imputation year in which the 
company was a dividend withholding payment account 
company: 

"(b) with effect on the date on which the Commissioner 
receives the further dividend withholding payment. 

"(5C) If a company is liable under this section to pay a further 
dividend withholding payment in relation to an imputation 
year and, after the end of the imputation year, pays a dividend 
withholding payment in relation to an imputation year in 
which the company was a dividend withholding payment 
account company, the company may elect that the amount of 
the dividend withholding payment be also credited-
"(a) in payment of the liability of the company to pay the 

further dividend withholding payment: 
"(b) with effect on the date on which the Commissioner 

receives the payment of income tax." 

(3) After section MG 9(6), the following is inserted: 

"(7) A company that has a debit balance in the company's dividend 
withholding payment account at the end of an imputation year 
may apply to the Commissioner by notice in writing for a 
reduction of the company's liability to make a further divi
dend withholding payment relating to the imputation year if
"(a) the company had a debit balance in the company's 

dividend withholding payment account at the end of the 
immediately preceding imputation year; and 

"(b) the debit balance referred to in paragraph (a) exceeds 
the total of the dividend withholding payments that the 
company has made during the imputation year. 

"(8) If the Commissioner receives a notice under subsection (7) 
from a company, the company's liability to make a further 
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dividend withholding payment relating to the imputation year 
is reduced by the amount of the difference between-
"(a) the debit balance in the company's dividend withhold

ing payment account at the end of the immediately 
preceding imputation year; and 

"(b) the total of the dividend withholding payments that the 
company has made during the imputation year." 

(4) Subsection (2) applies for imputation years that begin on and 
after 1 April 1998. 

(5) Subsections (1) and (3) apply for imputation years that begin 
on and after I April 2003. 

67 Credits arising to group dividend withholding payment 
account 
In section MG 14(1)(a)(i), "section MG 9(5)" is replaced by 
"section MG 9(5B)". 

68 Debiting and crediting between group and individual 
dividend withholding payment accounts 
In section MG 16(6), "section MG 9(5)" is replaced, in both 
places that it occurs, by "section MG 9(5B)". 

69 Purpose 
(1) In section NBB 1-

(a) in paragraph (a), "PAYE" is replaced by "PAYE and 
SSCWT": 

(b) in paragraph (b), "PAYE rules" is replaced by "PAYE 
rules and SSCWT rules" . 

(2) In diagram NBB 1-
(a) "PA YE deductions" is replaced by "PAYE and 

SSCWT deductions": 
(b) "PAYE returns" is replaced by "PAYE and SSCWT 

returns": 
(c) "PAYE obligations" is replaced by "PAYE and 

SSCWT obligations": 
(d) "Gross salary or wages" is replaced by "Gross salary or 

wages and SSCs". 

70 Accreditation requirements of PAYE intermediaries 
(1) After section NBB 2(2)(a), the following is inserted: 
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"(ab) the applicant will comply with the SSCWT rules if the 
applicant assumes an employer's obligations under the 
SSCWT rules; and". 

(2) After section NBB 2(4)(a), the following is inserted: 

"(ab) the person fails to comply with the SSCWT rules, if the 
person assumes an employer's obligations under the 
SSCWT rules:". 

71 Approval by Commissioner of employer arrangements 
with PAYE intermediary 
In section NBB 3(l)(c), "payments of the gross salary and 
wages of an employee." is replaced by "payments in relation 
to an employee; and" and the following is added: 

"(d) whether the proposed arrangement requires the person 
to make deductions under the SSCWT rules." 

72 Responsibilities and status under PAYE rules of 
employer in arrangement with PAYE intermediary 

(1) The heading to section NBB 4 is replaced by "Employer 
having PAYE intermediary-responsibilities and status 
under PA YE rules and SSCWT rules". 

(2) In section NBB 4(1), ", subject to subsection (4)" is inserted 
after "must". 

(3) Section NBB 4(1)(a) is replaced by the following: 
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"(a) pay into the trust account established by the PAYE 
intermediary and identified in the employer's notice to 
the Commissioner under section NBB 3-
"(i) if subparagraph (ii) does not apply, the 

employee's gross salary or wages for the pay 
period after deduction of any amount that is owed 
by the employee to the employer and may be 
lawfully withheld by the employer from the 
salary or wages; or 

"(ii) if the employer has paid salary or wages to the 
employee in the way authorised by subsection 
(4), the amount that the employer is required by 
subsection (4)(d) to pay into the trust account; 
and 

"( ab) if the applicant has agreed to assume obligations of the 
employer under the SSCWT rules, pay into the trust 
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account referred to in paragraph (a) the specified super
annuation contributions made in the pay period by the 
employer on behalf of the employee; and". 

(4) In section NBB 4(1)(b), "pay the gross salary or wages" is 
replaced by "make the payments referred to in paragraphs (a) 
and (ab)". 

(5) In section NBB 4(l)(c), "and amounts withheld by the 
employer for the pay period" is inserted after "pay period". 

(6) In section NBB 4(2)(b)-
(a) "paragraph (a)" is replaced by "paragraph (a) and sub

section (3)": 
(b) "or the making of specified superannuation contribu

tions on behalf of the employee" is inserted after "pay 
period" . 

(7) After section NBB 4(2), the following is added: 

"(3) If an employer is in an arrangement with a PAYE intermedi
ary under which the PAYE intermediary agrees to assume 
obligations under the SSCWT rules in relation to an employee 
and a pay period and the employer satisfies the requirements 
of subsection (1), the employer is not subject to the require
ments in relation to the employee and the pay period that the 
SSCWT rules impose on the PAYE intermediary. 

"(4) An employer who is in an arrangement with a PAYE interme
diary that applies to an employee and a pay period may make a 
payment of salary or wages directly to the employee in cash or 
by cheque if-
"(a) the payment is made on a day in a pay period that is not 

the usual day for a payment of salary or wages for the 
pay period; and 

"(b) the payment is-
"(i) an advance of the employee's salary or wages: 
"(ii) salary or wages owed to the employee for an 

earlier pay period: 
"(iii) a payment on the termination of the employee's 

employment; and 
"(c) the employer makes from the gross salary or wages of 

the employee the deduction that the PAYE intermediary 
would have made if the gross salary or wages had been 
paid into the trust account of the PAYE intermediary; 
and 
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"(d) the employer pays into the trust account of the PAYE 
intennediary the amount of the deduction referred to in 
paragraph (c) reduced by any amount that is owed by 
the employee to the employer and may be lawfully 
withheld by the employer from the salary or wages." 

73 Responsibilities and status under PAYE rules of PAYE 
intermediary in arrangement with employer 

(1) The heading to section NBB 5 is replaced by "PAYE inter
mediary-responsibilities and status under PAYE rules 
and SSCWT rules" . 

(2) In section NBB 5(1), "section NBB 4 and that would other
wise" is replaced by "section NBB 4(1) and that would, but 
for this subsection,". 

(3) In section NBB 5(2)-
(a) "subsection (1)" is replaced by "subsections (1) and 

(2B)": 
(b) "or the making of specified superannuation contribu

tions on behalf of the employee" is inserted after "pay 
period" . 

(4) After section NBB 5(2), the following is inserted: 

"(2B)A PAYE intennediary who agrees to assume obligations 
under the SSCWT rules in relation to an employee and a pay 
period, in an arrangement with an employer who satisfies the 
requirements of section NBB 4(1), assumes the obligations for 
the employee and the pay period that-
"(a) are not imposed on the employer by section NBB 4(1); 

and 
"(b) would, but for this subsection, be the obligations of the 

employer under the SSCWT rules." 

74 Operation of trust account 
(1) After section NBB 6(2)(a), the following is inserted: 

"(ab) specified superannuation contributions paid by 
employers: 

"(ac) deductions under section NBB 4(4) made by employers 
from salary or wages:". 

(2) Section NBB 6(2)(b) is replaced by the following: 

"(b) refunds by the Commissioner under section NBB 7:". 
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(3) After section NBB 6(3)(a), the following is inserted: 

"(ab) specified superannuation contributions paid by employ
ers on behalf of employees: 

"(ac) deductions under section NBB 4(4) made by employers 
from salary or wages:". 

(4) Section NBB 6(3)(b) is replaced by the following: 

"(b) payments that the employer would be required to make, 
but for the arrangement with the PAYE intermediary, 
from--
"(i) a deduction from the salary or wages of an 

employee: 
"(ii) a deduction from a specified superannuation con

tribution made on behalf of an employee:". 

75 Section NBB 7 replaced 
Section NBB 7 is replaced by the following: 

"NBB 7 Refund by Commissioner of deductions 
The Commissioner must refund to a PAYE intermediary any 
payment of deductions that is made by the PAYE intermedi
ary for an employer-
"(a) in reliance on a payment to the trust account of the 

PA YE intermediary that was-
"(i) made by the employer and later dishonoured by 

the employer: 
"(ii) made by a person because of a mistake and later 

recovered from the PAYE intermediary by the 
person: 

"(b) because of a mistake by the PAYE intermediary or 
another person and from funds that were not provided to 
the PAYE intermediary by the employer for the purpose 
of-
"(i) the payment to which the deductions relate: 
"(ii) the payment of the deductions." 

76 Termination of employer arrangements with PAYE 
intermediary 
In section NBB 8(3), "PAYE rules" is replaced by "PAYE 
rules and SSCWT rules" . 
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77 Applications of tax codes specified in tax code 
declarations or tax code certificates 

(1) In section NC 8(1)(da), "clauses (SA) and (SB)" is replaced 
by "clauses SA and SB". 

(2) After section NC 8(1), the following is inserted: 

"(1AA) If other Acts require an employer to deduct amounts from a 
source deduction payment payable to an employee and to pay 
the amounts to the Commissioner, the tax code under sub
section (1) that applies to the employee may be combined with 
codes that apply to the employee under the other Acts." 

(3) In section NC 8(lA), "either clause 8(b) or 8(c) of Schedule 
19" is replaced by "clause 8(b) of Schedule 19, if the 
employee's taxable income for the year is expected to be no 
more than $60,000, or in clause 8(c) of Schedule 19, 
otherwise. " 

(4) Section NC 8(4) is replaced by the following: 

"(4) If an employee in a pay period delivers a tax code declaration 
or a tax code certificate to the employee's employer, the tax 
code applies to the employee in respect of all source deduction 
payments made by the employer to the employee-" 
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"(a) from the first day of the pay period until the tax code 
ceases in accordance with subsection (7), if the 
employer has not previously been provided with a tax 
code for the employee; or 

"(b) from the first day of the pay period until the tax code 
ceases in accordance with subsection (7), if the declara
tion or certificate-
"(i) relates to a change in a tax code previously pro

vided for the employee; and 
"(ii) is delivered to the employer before the date on 

which the employer calculates the employer's 
payroll for the pay period; or 

"(c) from the first day of the next pay period until the tax 
code ceases in accordance with subsection (7), if the 
declaration or certificate-
"(i) relates to a change in a tax code previously pro

vided for the employee; and 
"(ii) is delivered to the employer after the date on 

which the employer calculates the employer's 
payroll for the pay period." 
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(5) Subsection (1) applies to source deduction payments for pay 
periods ending on or after 1 July 1998. 

(6) Subsection (2) applies for pay periods ending on and after the 
day on which this Act receives the Royal assent. 

(7) Subsection (4) applies for pay periods ending on and after 
1 April 2004. 

78 Applications of other provisions to amounts payable 
under PAYE rules 

(1) In section NC 20(1), as amended by section 66(1) of the 
Taxation (Maori Organisations, Taxpayer Compliance and 
Miscellaneous Provisions) Act 2003, "PAYE intermediary," 
is replaced by ", PAYE intermediary" . 

(2) Subsection (1) applies for pay periods beginning on and after 
1 April 2004. 

79 Definition of cash remuneration 
In section ND 7(4)-
(a) in paragraph (d), "Withholding payments; and" is 

replaced by "withholding payments.": 
(b) paragraph (e) is repealed. 

80 Specified superannuation contribution withholding tax 
imposed 
In section NE 2(1), "either section NE 2AA(2) or NE 2A(2)" 
is replaced by "section NE 2AA(2), NE 2AB or NE 2A(2)" . 

81 Employee election that specified superannuation 
contributions be subject to higher rate of specified 
superannuation contribution withholding tax 

(1) The heading to section NE 2AA is replaced by "Employee 
election that higher rate of specified superannuation con
tribution withholding tax apply". 

(2) In section NE 2AA(2), "the employer" is replaced by "the 
employer or PAYE intermediary" . 

(3) Subsection (2) applies for pay periods beginning on and after 
1 April 2004. 
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82 New section NE 2AB inserted 
After section NE 2AA, the following is inserted: 

"NE 2AB Employer election that progressive rates of specified 
superannuation contribution withholding tax apply 
If an employer makes specified superannuation contributions 
on behalf of an employee for a year and the employee has not 
made an election under section NE 2AA, the employer may 
elect that the employer, or a PAYE intermediary, pay 
specified superannuation contribution withholding tax on the 
specified superannuation contributions at the rate specified in 
Schedule 1, Part A, clause lO(ab) for the amount of salary or 
wages that-

"(a) is derived by the employee in the year that immediately 
precedes the year to which the specified superannuation 
contribution relates, if the employee was employed by 
the employer for all of that preceding year; or 

"(b) the employer estimates will be derived by the employee 
in the year to which the specified superannuation 
contribution relates, otherwise." 

83 Section NE 3 replaced 
(1) Section NE 3 is replaced by the following: 

"NE 3 Specified superannuation contribution withholding tax 
to be deducted 
If an employer or a PAYE intermediary pays to a superannua
tion fund an amount that represents a specified superannuation 
contribution, the employer or PAYE intermediary must, at the 
time of payment, deduct from the specified superannuation 
contribution an amount of specified superannuation contribu
tion withholding tax determined in accordance with which
ever is applicable of sections NE 2, NE 2AA and NE 2AB." 

(2) Subsection (1) applies for pay periods beginning on and after 
1 April 2004. 

84 Payment period 
(1) In section NE 4, "or PAYE intermediary" is inserted after 

"Every employer" . 

(2) In section NE 4(a), "or PAYE intermediary" is inserted after 
"where the employer" . 
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(3) In section NE 4(b), "or PAYE intermediary" is inserted after 
"where the employer". 

(4) In section NE 4(c), "or PAYE intermediary" is inserted after 
"where the employer" . 

(5) Subsections (1) to (4) apply for pay periods beginning on and 
after 1 April 2004. 

85 Failure to deduct tax 
(1) In section NE 5, "or PAYE intermediary" is inserted after "an 

employer" . 

(2) In section NE 5(b), "or PAYE intermediary" is inserted after 
"by the employer" . 

(3) In section NE 5(b)(iii), "or PAYE intermediary" is inserted 
after "where the employer" . 

(4) Subsections (1) to (3) apply for pay periods beginning on and 
after 1 April 2004. 

86 Section NE 6 replaced 
(1) Section NE 6 is replaced by the following: 

"NE 6 Tax deemed for certain purposes to have been received 
by superannuation fund 
In determining whether an employer has satisfied the 
employer's obligations or commitments to pay contributions 
to a superannuation fund-
"(a) the employer or the employer's PAYE intermediary is 

treated, in respect of any specified superannuation con
tribution that has been made on behalf of an employee, 
as having paid to the superannuation fund in satisfac
tion of the employer's obligations or commitments
"(i) the amount of any specified superannuation con-

tribution withholding tax payable in accordance 
with the SSCWT rules: 

"(ii) the amount of any PA YE payable in accordance 
with the PAYE rules as a result of an election by 
the employee under section NE 2A; and 

"(b) the superannuation fund is treated as having received 
the amount referred to in paragraph (a); and 

"(c) the payment referred to in paragraph (a) and the receipt 
referred to in paragraph (b) are treated as having 
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occurred when the superannuation fund received the 
specified superannuation contribution referred to in par
agraph (a)." 

(2) Subsection (l) applies for pay periods beginning on and after 
1 April 2004. 

87 Application of RWT rules 
After section NF 1(2)(a)(ix), the following is added: 

"(x) interest paid under section MBB 5(5) to an inter
mediary by the Commissioner." 

88 Deduction of resident withholding tax 
Section NF 2(3)(b) is replaced by the following: 

"(b) for the purposes of this Act and the Tax Administration 
Act 1994, in calculating in relation to the first person 
the amount of resident withholding tax deduction 
required to be paid to the Commissioner, the amount of 
resident withholding tax deduction made by the first 
person is converted into New Zealand currency at
"(i) the close oftrading spot exchange rate on the first 

working day of the month succeeding the month 
in which the resident withholding tax deduction 
is made, unless subparagraph (ii) applies; or 

"(ii) the conversion rate applicable under section ME 
1 C to the resident withholding income, if the 
resident withholding income is a dividend and the 
first person is an Australian imputation credit 
account company that chooses to use the rate 
referred to in that section." 

89 Refunds of deductions 
(1) Section NF 7(5) is replaced by the following: 

"(5) If, but for this subsection, a person would be entitled to an 
amount as a refund under this section, the Commissioner may 
apply the amount, in accordance with a request under section 
173T of the Tax Administration Act 1994 or in the absence of 
such a request in such order or manner as the Commissioner 
may determine, in payment of-
"(a) an amount that is payable by the person under this Act: 
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"(b) an amount that is payable by the person under the Tax 
Administration Act 1994." 

(2) Subsection (l) applies for the 2002-03 and subsequent 
income years. 

90 Certificates of exemption 
(1) Section NF 9( 1)( c) is repealed. 

(2) In section NF 9(1)(i), "section CB 5(1)(i)," is replaced by 
"section CB 5(l)(ib)". 

(3) In section NF 9(11), in both places where it appears, "addi
tional tax" is replaced by "late payment penalty". 

(4) Subsection (2) applies to amounts that are derived after the 
date on which this Act receives the Royal assent. 

(5) Subsection (3) applies to late payment penalties that arise with 
respect to the 1997-98 and subsequent income years. 

91 Non-resident withholding tax deducted in error 
(1) Section NG 16(4) is replaced by the following: 

"(4) If, but for this subsection, a person would be entitled to an 
amount as a refund under this section, the Commissioner may 
apply the amount, in accordance with a request under section 
173T of the Tax Administration Act 1994 or in the absence of 
such a request in such order or manner as the Commissioner 
may determine, in payment of-
"(a) an amount that is payable by the person under this Act: 
"(b) an amount that is payable by the person under the Tax 

Administration Act 1994." 

(2) Subsection (1) applies for the 2002-03 and subsequent 
income years. 

92 Amount of dividend withholding payment to be 
deducted 
In section NH 2(1), the definition of item "c" is replaced by 
the following: 

"c is the amount of-
(a) underlying foreign tax credit calculated with 

respect to the dividend under section LF 2, if that 
credit is not zero: 
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(b) any imputation credit attached to the dividend, 
otherwise; and". 

93 Payment and recovery of dividend withholding payment, 
etc 

(1) In section NH 3(7), "additional tax" is replaced by "late 
payment penalty" . 

(2) Subsection (1) applies to late payment penalties that arise with 
respect to the 1997-98 and subsequent income years. 

94 A pplication of specific dividend withholding payment 
provisions to consolidated groups 
Section NH 6(6) is replaced by the following: 

"(6) If at the end of an imputation year there is a credit balance in 
the dividend withholding payment account of a consolidated 
group, the nominated company for the consolidated group 
may-
"(a) make an election that all or part of the credit balance 

be-

"(b) 

"(i) a credit to the imputation credit account of the 
consolidated group, or of the imputation group to 
which the members of the consolidated group 
belong; and 

"(ii) a debit to the dividend withholding account of the 
consolidated group; and 

make the election by recording the debit in the dividend 
withholding payment account of the consolidated 
group." 

95 Definitions 
. (1) This section amends section OB 1. 

(2) After the definition of adverse event income equalisation 
account, the following is inserted: 

"affected associate is defined in section ES 2(2) for the 
purpose of subpart ES". 

(3) After the definition of attributed repatriation, the following 
is inserted: 
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"Australian imputation credit account company means a 
company that is required by section ME IB to maintain an 
imputation credit account". 

(4) In the definition of certificate of exemption, "section NF 11" 
is replaced by "section NF 9". 

(5) In the definition of commercial bill, or bill, "and FF 5" is 
replaced by "DJ 16, FF 5 and GC 14A". 

(6) After the definition of communal home, the following is 
inserted: 

"community trust has the meaning given in section 2 of the 
Community Trusts Act 1999". 

(7) After the definition of consolidated group, the following is 
inserted: 

"consolidated imputation group means

"(a) an imputation group: 
"(b) a resident imputation subgroup: 
"(c) a consolidated group, no member of which is a member 

of an imputation group". 

(8) In the definition of continuity provisions, in paragraph (b)-
(a) "MF 3(1)(d)," is omitted: 
(b) "MF 4(3)(d)," is inserted after "MF 4(1)(e),". 

(9) The definition of determination is repealed. 

(10) In the definition of direct voting interest, "subpart ES and" 
is inserted after "and in" . 

(11) In the definition of emergency call, in paragraph (c), "para
graph (a)(iii)" is replaced by "paragraph (a)(iv)". 

(12) In the definition of employment, paragraph (d) is replaced by 
the following: 

"(d) includes the activities associated with the office of a 
member of Parliament that, when performed by the 
member of Parliament, give rise to an entitlement to 
receive a source deduction payment in respect of that 
office: 

"(e) includes the activities associated with the office of a 
judicial officer that, when performed by the judicial 
officer, give rise to an entitlement to receive a source 
deduction payment in respect of that office". 
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(13) In the definition of imputation credit account, "or ME IB" 
is inserted after "section ME 1". 

(14) In the definition of imputation credit account company, "or 
ME 1B" is inserted after "section ME 1". 

(15) After the definition of imputation credit account company, 
the following is inserted: 

"imputation group means, at any time, an imputation group 
formed under section FOB 2 as it is constituted at that time". 

(16) After the definition of land tax, the following is inserted: 

"large budget screen production grant means a payment in 
the nature of a large budget screen production grant that is 
authorised by the New Zealand Film Commission in respect 
of a company and is a large budget screen production grant for 
the purposes of this Act if the payment is made in relation to a 
film or television production, and the company is-

"(a) resident in New Zealand; or 
"(b) has a permanent establishment in New Zealand". 

(17) The definition of limited recourse loan is replaced by the 
following: 

"limited-recourse amount is defined in section ES 2(2) for 
the purpose of subpart ES 

"limited-recourse loan is defined in section ES 2(2) for the 
purpose of subpart ES". 

(18) In the definition of listed company, "ES 1," is inserted after 
"sections" . 

(19) The definition of management fees is repealed. 

(20) In the definition of Maori authority, "HI 1C"is replaced by 
"HI 3". 

(21) In the definition of money, after the expression "section EH 
22( 1 )(b),", the expression "subpart ES," is inserted. 

(22) The definition of non-recourse loan is repealed. 

(23) In paragraph (b)(ii) of the definition of PAYE intermediary, 
"section NBB 7(3)" is replaced by "section NBB 8(3)". 

(24) In the definition of qualifying trust-
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"(a) for a trust that is not a superannuation fund and a distri
bution that is made by the trustee of the trust and a time, 
means a trust for which in all the income years com
mencing with the income year in which a settlement 
was first made-": 

(b) "have been satisfied" is replaced by "for those income 
years have been satisfied at that time". 

(25) In the definition of recognised exchange, "CG 7B," is 
inserted after "CF 3," . 

(26) After the definition of resident, the following is inserted: 

"resident imputation subgroup means, for a trans-Tasman 
imputation group, the group consisting of the members of the 
trans-Tasman imputation group that are not Australian impu
tation credit account companies 

"resident in Australia means, for a company and for the 
purpose of the imputation rules-". 

"(a) being non-resident; and 
"(b) being resident under section OE 2(1) if Australia were 

treated as being New Zealand for the purpose of that 
provision". 

(27) In the definition of resident in New Zealand, "and OE 2" is 
replaced by", OE 2 and OE 3". 

(28) In the definition of salary or wages, after paragraph (ea), the 
following is inserted: 

"(eb) all payments of salary and principal allowances made to 
a judicial officer under a determination of the 
Remuneration Authority; and". 

(29) After paragraph (t) of the definition of schedular gross 
income, the following is added: 

"(g) gross income derived by a natural person from provid
ing a standard-cost household service". 

(30) The definition of sick, accident, or death benefit fund is 
replaced by the following: 

"sick, accident, or death benefit fund has the meaning given 
in section CB 5(2)". 

(31) The definition of specified office holder is repealed. 

(32) After the definition of standard balance date, the following 
is inserted: 
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"standard-cost household service means a service that is a 
standard-cost household service under a determination that is 
made by the Commissioner under section 91AA of the Tax 
Administration Act 1994". 

(33) After the definition of tax code declaration, the following is 
inserted: 

"tax credit account is defined in-

"(a) section GC 22(9) for the purpose of that section: 
"(b) section GC 27B(10) for the purpose of that section". 

(34) After the definition of transitional year, the following is 
inserted: 

"trans-Tasman imputation group means an imputation 
group that has-

"(a) at least one member that is not an Australian imputation 
credit account company; and 

"(b) at least one member that is an Australian imputation 
credit account company". 

(35) After paragraph (g) of the definition of unit trust, the follow
ing is inserted: 

"(gb) a fund that satisfies section CB 5(1)(ib)(i) to (v); or". 

(36) Subsection (24) applies for the 1997-98 and subsequent 
income years. 

(37) Subsection (11) applies for the 2002-03 and subsequent 
income years. 

(38) Subsection (16) applies for the 2003-04 and subsequent 
income years. 

(39) Subsections (2), (6), (10), (17), (18), (19), (21), (22) and (33) 
apply for the 2004-05 and subsequent income years. 

(40) Subsection (23) applies for pay periods beginning on and after 
1 April 2004. 

(41) Subsection (25) applies for the 2001-02 to 2005-06 income 
years. 

96 Meaning of source deduction payment-shareholder
employees of close companies 
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In section OB 2(1), "a payment made to a specified office 
holder in respect of the activities of a specified office," is 
omitted. 
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97 Modifications to measurement of voting and market 
value of interests in case of continuity provisions 
In section OD 5(3)-
(a) in paragraph (b), "That trustee" is replaced by "the 

trustee": 
(b) in paragraph (c), in both places where it occurs, "com

pany" is omitted: 
(C) in the words after paragraph (c) and before paragraph 

(d)-
(i) "that trustee" is replaced by "the trustee": 
(ii) "the trustee company" is replaced by "the 

trustee" . 

98 Detennination of residence of company 
In section OE 2(3), "liable to pay income tax" is replaced by 
"liable to income tax". 

99 References to particular regimes in fonner Act, etc 
(1) In section OZ 1 (1), in the definition of imputation rules-

(a) "CF 6(1) and (2), FC 12," is replaced by " CF 6(1) and 
(2), Fe 12, subpart FDB, sections": 

(b) "ME 9" is replaced by "ME 14". 

(2) In section OZ 1 (1)-

(3) 

(4) 

(5) 

(a) ", 139B, 143A(I)(d) and (e), 143B(1)(d)," is omitted 
from the definition of NRWT rules: 

(b) ", 139B, 143A(1)(d) and (e), 143B(1)(d)," is omitted 
from the definition of PAYE rules: 

(c) ", 139B, 143A(1)(d} and (e), 143B(l)(d)," is omitted 
from the definition of RWT rules: 

(d) ", 139B, 143A(1)(d) and (e), 143B(1)(d)" is omitted 
from the definition of SSCWT rules. 

In section OZ 1(1), in the definition of trust rules, ", DI 3A" 
is omitted. 

Subsection (2) applies for the 1997-98 and subsequent 
income years. 

Subsection (3) applies for the 2004-05 and subsequent 
income years. 
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100 Schedule I-Basic rates of income tax and specified 
superannuation contribution withholding tax 

(1) This section amends Schedule 1. 

(2) In clause 10 of Part A, the following is inserted after para
graph (a): 

"(ab) the rate specified in Part C, if the employee has not 
made an election under section NE 2AA and the 
employer has made an election under section NE 2AB; 
and". 

(3) After Part B, the following is added: 

"Part C 
"Rates referred to in clause 10(ab) of Part A 

The amount of salary or wages given by 
section NE 2AB for the employee for 
the year to which the specified superan
nuation contribution relates 

An amount that is not more than $9,500 

An amount that is more than $9,500 and not 
more than $38,000 

An amount that is more than $38,000 

The rate of specified superannuation contri
bution withholding tax for every $1 of the 
gross amount of a specified superannuation 
contribution (being the amount of the contri
bution before deduction of specified super
annuation contribution withholding tax) 

Cents 

15 

21 

33". 

(4) Clause 9 of Part A, as amended by section 78(6) of the 
Taxation (Maori Organisation, Taxpayer Compliance and 
Miscellaneous Provisions) Act 2003, applies for the 1997-98 
and subsequent income years. 

101 Schedule 12-Amount that, for purposes of section KD 
S( 6), is deemed to be equivalent of an annual amount 

(1) In Schedule 12, wherever it appears, "$20,000" is replaced by 
"$20,356" . 

(2) Subsection (l) applies for the 2004-05 and subsequent 
income years. 

Part 2 
Amendments to Tax Administration Act 1994 

102 Tax Administration Act 1994 
This Part amends the Tax Administration Act 1994. 
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(1) In section 3(1), "to which the property is subject" is omitted 
from the defined tenn "registration Act to which the prop
erty is subject" . 

(2) In section 3(1), the following is inserted after the definition of 
specified dividends: 

"standard-cost household service means a service that is a 
standard-cost household service under a determination that is 
made by the Commissioner under section 91AA". 

104 Giving of notices 
(1) After section 14(1)(b), the following is inserted: 

"(bb) sent to the person by post addressed to the person at a 
place given by the person as an address for communica
tions in writing; or". 

(2) In section 14(1)( d), "business." is replaced by "business; or" 
and the following is added: 

"(e) sent to that other person by post addressed to the person 
or that other person at a place given by that other person 
as an address for communications in writing." 

105 Information to be furnished on request of Commissioner 
(1) Section 17(1B) is replaced by the following: 

"(1B)For the purpose of subsection (1), infonnation or a book or 
document is treated as being in the knowledge, possession or 
control of a New Zealand resident if-
"(a) the New Zealand resident controls, directly or indi

rectly, a non-resident; and 
"(b) the infonnation or book or document is in the know

ledge, possession or control of the non-resident." 

(2) In section 17(1C)-
(a) "and sections 143(2) and 143A(2)" is inserted after 

"subsection (1B)": 
(b) "held by", in both places that it appears in paragraph 

(a)(i), is replaced by "in the knowledge, possession or 
control of" . 
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106 Shareholder dividend statement to be provided by 
company 
After section 29(1), the following is inserted: 

"(1B)An Australian imputation credit account company must use, 
in a shareholder dividend statement, the term 'New Zealand 
imputation credit' to describe the quantity referred to in sub
section (1 )(g)." 

107 Annual returns of income not required 
(1) After section 33A(I)(a)(iii), the following is inserted: 

"(iiib) a taxable Maori authority distribution; or". 

(2) Section 33A(1)(a)(iv), as inserted by section 90(1) of the 
Taxation (Maori Organisations, Taxpayer Compliance and 
Miscellaneous Provisions) Act 2003, is repealed. 

(3) In section 33A(I)(a)(iv), as inserted by section 75(2) of the 
Taxation (Relief, Refunds and Miscellaneous Provisions) Act 
2002, "subparagraphs (i) to (iii)" is replaced by "subpara
graphs (i) to (iiib)". 

(4) After section 33A(2)(c), the following is inserted: 

"(cb) received a total of more than $200 of gross income that 
included-
"(i) a withholding payment, not being an amount or 

proportion of a withholding payment in respect of 
which the Commissioner has made a determina
tion under regulation 7 of the Income Tax (With
holding Payments) Regulations 1979: 

"(ii) interest or a dividend that did not have a New 
Zealand source and from which a withholding tax 
was not deducted at source: 

"(iii) beneficiary income; or". 

(5) Section 33A(2)(d), (e) and (g) are repealed. 

(6) Section 33A(2)(h) is repealed. 

(7) Subsections (1) to (3) apply for the 2004-05 and subsequent 
income years. 

(8) Subsections (4) and (5) apply for the 2002-03 and subsequent 
income years. 

(9) Subsection (6) applies for the 2003-04 and subsequent 
income years. 
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108 New section 33B inserted 
After section 33A, the following is inserted: 

"33B Return not required for certain schedular gross income 
A natural person who derives schedular gross income in an 
income year from providing a standard-cost household service 
is not required to furnish a return of income for the schedular 
gross income if the person's schedular income tax liability for 
the income year in respect of the schedular gross income is 
zero and is calculated using no figure for an allowable deduc
tion incurred by the taxpayer in providing the standard-cost 
household service that is not-
"(a) a figure that has been determined by the Commissioner 

under section 91AA of the Tax Administration Act 
1994 to be appropriate for the taxpayer; or 

"(b) calculated using a method that has been determined by 
the Commissioner under section 91AA of the Tax 
Administration Act 1994 to be appropriate for the 
taxpayer. " 

109 Non-active companies may be excused from filing 
returns 

(1) In section 43A(4), "that is resident in New Zealand" is 
inserted after "A company" . 

(2) In section 43A(5), "that is resident III New Zealand" is 
inserted after "A company". 

110 Employer to furnish statement of specified 
superannuation contribution withholding tax 

(1) In section 47(1), "or PAYE intermediary" is inserted after 
"Every employer" . 

(2) In section 47(1)(a), "or PAYE intermediary" is inserted after 
"where the employer" . 

(3) In section 47(l)(b), "or PAYE intermediary" is inserted after 
"where the employer" . 

(4) In section 47(l)(c), "or PAYE intermediary" is inserted after 
"where the employer" . 

(5) Subsections (1) to (4) apply for pay periods beginning on and 
after 1 April 2004. 
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111 Company dividend statement when imputation credit 
account company declares dividend 
After section 67(1)(e), the following is inserted: 

"(eb) if the dividend was paid in Australian currency by an Austra
lian imputation credit account company, the exchange rate 
between the New Zealand dollar and the Australian dollar that 
was used to calculate the imputation ratio:". 

112 Annual imputation return 
(1) In section 69(1), the words before paragraph (a) are replaced 

by: 

"An imputation credit account company must furnish to the 
Commissioner an annual imputation return in the prescribed 
form for each imputation year, showing-". 

(2) After section 69(1), the following is added: 

"(1B)The annual imputation return required by subsection (1) must 
be furnished to the Commissioner not later than-
"(a) the last day of the July that next follows the imputation 

year, if the imputation credit account company is an 
Australian imputation credit account company that is 
not required to file a return of income for the income 
year that corresponds to the imputation year: 

"(b) the last day on which the imputation credit account 
company is permitted by section 37 to file a return of 
income for the income year that corresponds to the 
imputation year, otherwise." 

113 Imputation return to be furnished where Commissioner 
so requires or where company ceases to be an 
imputation credit account company 

(1) The heading to section 70 is replaced by "Imputation return 
to be furnished if: required by Commissioner; require
ment for imputation credit account ceases; or balance 
retrospectively reduced to debit or to less than refund". 

(2) After section 70(2), the following is inserted: 

"(2B)An imputation credit account company or consolidated impu
tation group that is affected by a refund or transfer relating to 
an amount in a tax pooling account, and occurring after the 
end of an imputation year, must furnish to the Commissioner a 
revised return for the imputation year within 2 calendar 

2834 



2003 No 122 
Taxation (GST, Trans-Tasman Imputation 

and Miscellaneous Provisions) Act 2003 Part 2 s 114 

months of the date of the refund or transfer if, as a result of the 
application of section ME 5(2)(ec) or ME 12(2)(db) of the 
Income Tax Act 1994, the refund or transfer causes the bal
ance of the imputation credit account of the company or group 
for the end of the imputation year to become-
"(a) a debit balance: 
"(b) a balance that is less than the amount of a refund that the 

company would anticipate receiving but for section 
MD 2 of the Income Tax Act 1994." 

114 Annual imputation return to be furnished in respect of 
consolidated groups 

(1) In the heading to section 74, "consolidated groups" is 
replaced by "consolidated imputation group". 

(2) The words before paragraph (a) of section 74 are replaced by 
the following: 

"(1) A nominated company for a consolidated imputation group 
must, subject to subsection (2), comply in respect of the group 
with sections 69 and 70 as if-". 

(3) In section 74(b), "consolidated group ceasing to exist" IS 

replaced by the following: 
"consolidated imputation group--

"(i) ceasing to be a consolidated imputation group; or 
"(ii) ceasing to be an imputation group and becoming 

a consolidated group that is a consolidated impu
tation group; or 

"(iii) ceasing to be a consolidated group that is a con
solidated imputation group and becoming an 
imputation group". 

(4) In section 74(c), "consolidated groups" is replaced by "a 
consolidated imputation group". 

(5) The following is added to section 74: 

"(2) The nominated company for a resident imputation subgroup is 
not required to furnish an annual imputation return under 
section 69 in respect of the group for an imputation year if the 
group has no liability to make a payment under section ME 
14(3) for the imputation year." 
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115 Commissioner must issue income statement 
(1) Section 80D(1) is replaced by the following: 

"(1) For each income year, the Commissioner must issue an 
income statement to a person who the Commissioner 
considers-
"(a) derived in the income year gross income that was

"(i) income from employment: 
"(ii) interest: 
"(iii) dividends; and 

"(b) did not derive in the income year any gross income that 
is not referred to in paragraph (a); and 

"(c) is a person-
"(i) to whom section 33A(1) does not apply: 
"(ii) to whom section 33A(1) does apply and who 

requests the Commissioner to issue an income 
statement: 

"(iii) to whom section 33A(1) does apply and who is 
required by section NC 16 ofthe Income Tax Act 
1994 to furnish the Commissioner with an 
employer monthly schedule relating to a source 
deduction payment that the person derived in the 
income year." 

(2) Subsection (1) applies for the 2003-04 and subsequent 
income years. 

116 Income statement deemed assessment 
(1) Section 80H(2) is repealed. 

(2) In section 80H(3), "or (5)" is replaced by "or (6)". 

(3) Subsection (2) applies for the 2002-03 and subsequent 
income years. 

117 Officers to maintain secrecy 
(1) After section 81(4)(e), the following is inserted: 
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"(eb) communicating to a person who is an employee of the 
Department of Internal Affairs or the Ministry of Health 
information that-
"(i) the person is authorised by the Department or 

Ministry to receive; and 
"(ii) the Commissioner considers is not undesirable to 

disclose and is essential to enable the person to 
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carry out any duty lawfully conferred on the per
son relating to the detennination of the problem 
gambling levy rate:". 

(2) Section 81(4)(n), as inserted by section 23(2) of the Taxation 
(Simplification and Other Remedial Matters) Act 1998, is 
repealed and the following is added: 

"(0) communicating, for the purpose of section 82A, infor
mation to a person who is an officer, employee, or agent 
of the department for the time being responsible for the 
administration of the Social Security Act 1964 and who 
is authorised to receive the information by the chief 
executive of the department for the time being responsi
ble for the administration of the Social Security Act 
1964:" 

(3) After section 81(4)(0), as inserted by subsection (2), the fol
lowing is inserted: 

"(p) communicating, for the purpose of section 85F, infor
mation to a person who is an officer, employee, or agent 
of the New Zealand Film Commission responsible for 
the administration of the large budget screen production 
grant scheme and who is authorised to receive the infor
mation by the Chief Executive of the New Zealand Film 
Commission. " 

118 New section 85F inserted 
(1) After section 85E, the following is inserted: 

"85F Disclosure of information for verification of large 
budget screen production grant entitlement 

"(1) The purpose of this section is to facilitate the exchange of 
information between the Commissioner and the Commission 
for the purpose of providing to the Commission information 
which the chief executive considers necessary to enable the 
Commission to detennine the entitlement of a company to a 
large budget screen production grant. 

"(2) For the purposes of subsection (1), on request from the chief 
executive, the Commissioner may, at any time, provide to any 
authorised officer of the Commission all of the following 
information that is held by the Department: 
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"(a) particulars relating to the amount of expenditure 
incurred in relation to a film that is the subject of an 
application for a large budget screen production grant: 

"(b) particulars relating to the amount of expenditure 
incurred in New Zealand in relation to a film that is the 
subject of an application for a large budget screen pro
duction grant: 

"(c) the Commissioner's opinion as to the accuracy of any 
information provided by an applicant in relation to the 
application for a large budget screen production grant: 

"(3) In this section-

"chief executive means the person appointed under section 
13(1) of the New Zealand Film Commission Act 1978 

"Commission means the New Zealand Film Commission 
established by section 3 of the New Zealand Film Commis
sion Act 1978 

"company means a company to which the definition of large 
budget screen production grant in section OB 1 of the 
Income Tax Act 1994 refers 

"large budget screen production grant is defined in section 
OB 1 of the Income Tax Act 1994. 

"(4) If any ofthe information specified in subsection (2) is not held 
by the Department, the Commissioner may use any of the 
Commissioner's powers that are contained in Part 3 of this 
Act to obtain information." 

(2) Subsection (1) applies on and after the day on which this Act 
receives the Royal assent. 

119 Further secrecy requirements 
(1) In section 87(S)(c), "information." is replaced by "informa

tion; or". 

(2) After section 87(S)(c), the following paragraph is added: 

"(d) being a person who is an officer, employee, or agent of 
the New Zealand Film Commission responsible for the 
administration of the large budget screen production 
grant scheme and is authorised to receive information 
provided under section 8SF." 

(3) Subsections (1) and (2) apply on and after the day on which 
this Act receives the Royal assent. 
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120 New section 91AA inserted 
After section 91, the following is inserted: 

"91AA Determinations in relation to standard-cost household 
service 

"(1) For the purpose of the Inland Revenue Acts, the Commis
sioner may detennine that a service is a standard-cost house
hold service if-
"(a) the activity of providing the service is earned on by 

taxpayers who are natural persons; and 
"(b) the activity of providing the service requires the use of 

each taxpayer's domestic accommodation in activities 
that commonly occur in a family household; and 

"(c) the Commissioner considers that the detennination 
would result in a significant reduction in compliance 
costs for providers of the service without 
inappropriate-
"(i) risk to the revenue of the Crown: 
"(ii) demands on the resources of the Commissioner 

as a result of the administrative and enforcement 
duties that would be associated with the 
detennination: 

"(iii) inaccuracy, for a significant number of providers, 
of any detennination by the Commissioner of the 
costs of providing the service. 

"(2) For the purpose of calculating the income tax liability of 
natural persons who derive gross income in an income year 
from a standard-cost household service, the Commissioner 
may detennine for the income year and the standard-cost 
household service-
"(a) requirements for the exemption under section CB 9(h) 

of income that a taxpayer derives from providing the 
standard-cost household service: 

"(b) a figure for a cost or costs that for the purpose of this 
Act may be treated as being incurred by a taxpayer in 
deriving exempt income from providing the standard
cost household service: 

"(c) a method that a taxpayer may use to calculate a figure 
for a cost or costs that for the purpose of this Act may be 
treated as being incurred by a taxpayer in deriving 
exempt income from providing the standard-cost 
household service: 
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"(d) a figure for a cost or costs that for the purpose of this 
Act may be treated as being incurred by a taxpayer in 
deriving gross income from providing the standard-cost 
household service: 

"(e) a method that a taxpayer may use to calculate a figure 
for a cost or costs that for the purpose of this Act may be 
treated as being incurred by the taxpayer in deriving 
gross income from providing the standard-cost house
hold service: 

"(f) requirements for the application of a determination 
under paragraphs (a) to (e). 

"(3) A taxpayer who in an income year derives gross income from 
providing a standard-cost household service may, in calculat
ing the taxpayer's income tax liability for the income year, 
elect to use a figure for a cost or costs or a method of calculat
ing such a figure that the Commissioner has determined under 
subsection (2) to be appropriate for the taxpayer. 

"(4) A taxpayer who makes an election under subsection (3) to use 
a figure or method must not use, in calculating the taxpayer's 
income tax liability for the income year, any figure for an 
additional cost of providing the standard-cost household ser
vice if the figure or method in the Commissioner's determina
tion relates to a type of cost that includes the additional cost. 

"(5) If the Commissioner is satisfied that a determination that is 
made under this section should be varied or rescinded, or 
restricted or extended in scope, the Commissioner may make 
a fresh determination that varies, rescinds, restricts or extends 
that determination. 

"(6) A determination that is made by the Commissioner under this 
section must be published in the Gazette within 30 days of the 
making of the determination. 

"(7) A determination that is made by the Commissioner under this 
section may apply for income years that are specified in the 
determination. " 

121 Commissioner to make private rulings on request 
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In section 9IE(4)(j), "generally accepted accounting princi
ple" is replaced by "generally accepted accounting practice" . 
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In section 91F(4)(h), "generally accepted accounting princi
ple" is replaced by "generally accepted accounting practice". 

123 Assessment of qualifying company election tax and late 
payment penalty 

(1) In section 94(2), in paragraph (a), "additional tax" is replaced 
by "late payment penalty". 

(2) Subsection (1) applies to late payment penalties that arise with 
respect to the 1997-98 and subsequent income years. 

124 Assessment of non-resident withholding tax 
In section 100(2), "on objection" is replaced by "in proceed
ings challenging the assessment". 

125 Assessment where default made in furnishing returns 
(1) In section I06(1B), "this subsection" is replaced by "sub

section (lA)". 

(2) Section 106(lB) is replaced by the following: 

"(lB)Tax assessed under subsection (lA) in respect of a person is 
payable by the person unless the person disputes the assess
ment and complies with the requirements of section 89D." 

(3) Subsection (1) applies for the 1999-2000 to 2001-02 income 
years. 

(4) Subsection (2) applies for the 2002-03 and subsequent 
income years. 

126 Definitions 
(1) In section I20C(1), in paragraph (b)(iii) of the definition of 

interest period. "has overpaid tax of $50 or more" is 
replaced by "is required by section MD I(IA) of the Income 
Tax Act 1994 to confirm an income statement as correct 
before the Commissioner may make the refund to the 
taxpayer". 

(2) Subsection (1) applies to refunds that arise from income state
ments that-
(a) are issued on or after 15 May 2003; and 
(b) relate to the 2002-03 or a subsequent income year. 
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In section 125(d), "CB 5(l)(g) and (i)" is replaced by "CB 
5(1)(g)" . 

128 Late filing penalties 
(1) In section 139A(1), "the annual imputation return required to 

be furnished under section 69(1) and (lB)(a) by an Australian 
imputation credit account company that is not required to 
furnish a return of income for an income year," is inserted 
before "the reconciliation statement". 

(2) Section 139A(2)(a), is replaced by the following: 

"(a) the taxpayer does not complete and provide on time
"(i) an annual tax return: 
"(ii) an annual imputation return required to be fur

nished under section 69(1) and (lB)(a): 
"(iii) a reconciliation statement: 
"(iv) an employer monthly schedule; and". 

(3) In section 139A(4), "a" is replaced by "an annual imputation 
return or". 

(4) In section 139A(5), "annual imputation return or" is inserted 
before "employer monthly schedule". 

129 Promoter penalties 
(1) In section 141EB(4)(b), "taken the tax posItIOn that the 

arrangement produced" is replaced by "taken a tax position 
under which the arrangement is treated as producing". 

(2) Subsection (1) applies to arrangements entered into on and 
after 26 March 2003. 

130 Reduction of penalties for previous behaviour 
Section 141FB(2)(b)(i) is repealed. 

131 New section 141FC inserted 
(1) After section 141FB, the following is inserted: 

"141FC Loss attributing qualifying companies-reduction of 
shortfall penalties 

"(1) This section applies if, as a consequence of the attribution of a 
net loss for an income year by a loss attributing qualifying 
company to a shareholder of the company and the subsequent 
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disallowance of one or more deductions, shortfall penalties 
are imposed on the company and a shareholder of the 
company. 

"(2) If a loss attributing qualifying company to which this section 
applies pays in full the amount of a shortfall penalty referred 
to in subsection (1) and the shareholder gives a written notice 
to the Commissioner, requesting the application of this 
section, a shortfall penalty imposed on the shareholder must 
be reduced by the lesser of-

"(a) the amount of the shortfall penalty imposed on the 
shareholder, before the application of this section; and 

"(b) the amount given by the following formula: 

ax(~) 
where-

a is the amount of the shortfall penalty imposed on the 
company: 

b is the amount of the net loss that was attributed to the 
shareholder by the company: 

c is the amount of the net loss for the income year that was 
attributed to shareholders by the company." 

(2) Subsection (1) applies to shortfall penalties imposed on and 
after 1 April 1998. 

132 Due date for payment of late filing penalty 
In section 142( 1)( c), "reconciliation statement." is replaced 
by "reconciliation statement; or" and the following is added: 

"(d) for an annual imputation retum required to be furnished 
under section 69(1) and (lB)(a) by an Australian impu
tation credit account company that is not required to 
furnish a return of income for an income year, the date 
by which the company is required to furnish the annual 
imputation return." 
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133 Absolute liability offences 
Section 143(2) is replaced by the following: 

"(2) No person may be convicted of an offence against subsection 
(1 )(b) for not providing information (other than tax returns 
and tax forms) to the Commissioner if the person proves that, 
as and when the person was required by the Commissioner to 
provide the information-
"(a) the person did not have the information in the person's 

knowledge, possession or control; and 
"(b) no non-resident, who under section 17(1C) was con

trolled directly or indirectly by the person, had the 
infonnation in the non-resident's knowledge, posses
sion or control." 

134 Knowledge offences 
Section 143A(2) is replaced by the following: 

"(2) No person may be convicted of an offence against subsection 
(1 )(b) for knowingly not providing information (other than tax 
returns and tax forms) to the Commissioner if the person 
proves that, as and when the person was required by the 
Commissioner to provide the infonnation-
"(a) the person did not have the information in the person's 

knowledge, possession or control; and 
"(b) no non-resident, who under section 17(IC) was con

trolled directly or indirectly by the person, had the 
infonnation in the non-resident's knowledge, posses
sion or control." 

135 Recovery of excess tax credits allowed 
In section 165A(2), "of the Income Tax Act 1994" is inserted 
after "sections LC 3, LC 4(11) and LD 1(6)". 

136 Recovery of tax deductions from employers or PA YE 
intermediaries 

(1) After section 167(2), the following is inserted: 

"(2B)This section applies to a person instead of an employer if
"(a) the person is acting as a PAYE intennediary for the 

employer in relation to an employee and a pay period; 
and 

"(b) the employer, for the pay period, has-
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"(i) paid to the person the salary or wages relating to 
the employee as required by section NBB 4(l)(b) 
of the Income Tax Act 1994: 

"(ii) provided the infonnation required by the person 
as required by section NBB 4(1)(d) ofthe Income 
Tax Act 1994. 

"(2C) For the purpose of applying this section to a person acting as a 
PAYE intennediary, a reference to an 'employer' is to be read 
as a reference to a 'person acting as a PAYE intennediary'." 

(2) Section 167(3) and (4), as inserted by section 142(2) of the 
Taxation (Maori Organisations, Taxpayer Compliance and 
Miscellaneous Provisions) Act 2003, are repealed. 

(3) Subsections (1) and (2) apply for pay periods beginning on 
and after 1 April 2004. 

137 Unpaid tax deductions, etc, to constitute charge on 
employer's property 

(1) Section 169(3) to (5) are replaced by the following: 

"(3) Despite section 23(b) of the Personal Property Securities Act 
1999, if a charge affects property of a particular kind and the 
provisions of a registration Act applicable to the property 
provide for the registration of charges or security interests 
over property of that kind, the Commissioner may have partic
ulars of that charge recorded on the register without payment 
of any fee. 

"(4) Particulars recorded under subsection (3) are to operate and 
take priority according to the provisions of the applicable 
registration Act. 

"(4B)If a mortgage that affects the same property is registered 
before the registration of the charge under this section and 
money secured by the mortgage is advanced after the registra
tion of the charge under this section, the charge has priority 
over the mortgage in respect of that money. 

"(5) On the satisfaction of a registered charge, the Commissioner 
must release the charge in the manner required by the Act 
under which it was registered, with such modifications as may 
be necessary, and without being required to pay a fee." 

(2) In section 169(9), "and the order shall be subject to stamp 
duty accordingly;" is omitted. 
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(3) Section 169(11) is replaced by the following: 

"(11) In this section, registration Act, in relation to any property, 
includes-
"(a) the Statutory Land Charges Registration Act 1928, in 

every case where the property is land or an interest in 
land (including a mortgage): 

"(b) the Personal Property Securities Act 1999." 

138 New section 181e inserted 
After section 181B, the following is inserted: 

" 181 C Remission of late payment penalties and interest 
incurred due to obligation to pay further income tax 

"(1) This section applies to a company that is liable-
"(a) under section ME 9(1) of the Income Tax Act 1994 to 

pay an amount of tax by way of further income tax of an 
amount equal to a debit balance in the company's impu
tation credit account at the end of an imputation year; 
and 

"(b) under section 139B to pay a late payment penalty on 
unpaid income tax that relates to a payment due in the 
imputation year. 

"(2) The Commissioner must remit any interest under section 
120D payable by the company and the late payment penalty 
relating to the further income tax, to the extent that the amount 
of further income tax charged in relation to that imputation 
year is equal to or is less than the amount of unpaid income tax 
referred to in subsection (l )(b)." 

Part 3 
Amendments to other Acts 

Amendments to Goods and Services Tax Act 1985 

139 Goods and Services Tax Act 1985 
Sections 140 to 169 amend the Goods and Services Tax Act 
1985. 

140 Interpretation 
(1) This section amends section 2(1). 

(2) In the definition of goods, "or money" is replaced by ", 
money or a product that is transmitted by a non-resident to a 
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resident by means of a wire, cable, radio, optical or other 
electromagnetic system or by means of a similar technical 
system" . 

(3) After the definition of non-profit body, the following is 
inserted: 

"non-resident means a person to the extent that the person is 
not resident in New Zealand". 

141 Meaning of associated persons 
After section 2A(1)(b), the following is inserted: 

"(bb) a person, or a branch or division of the person that is 
treated as a separate person under section 56B, and 
another branch or division of the person that is treated 
as a separate person under section 56B:". 

142 Meaning of term financial services 
In section 3(3)(c), "(as defined in section 2(1) of the Compa
nies Amendment Act 1964)" is replaced by "(as defined in 
section 121A of the Land Transfer Act 1952)". 

143 Meaning of input tax 
(1) Section 3A(2)(b)(i) is replaced by-

"(i) is a non-resident; and". 

(2) Section 3A(2)(c) is replaced by the following: 

"(c) the goods are acquired for the principal purpose of 
making taxable supplies and-
"(i) the taxable supplies are not charged with tax at 

the rate of 0% under section llA(1)(q) or (r); or 
"(ii) the taxable supplies are charged with tax at the 

rate of 0% under section llA(1)(q) or (r) and the 
goods have never, before the acquisition, been 
owned or used by the registered person or by a 
person associated with the registered person." 

144 Meaning of term supply 
(1) After section 5(7), the following is inserted: 

"(7B) For the purposes of this Act, a local authority is treated as 
supplying goods and services to a person if the local authority 
requires a contribution from the person as-
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"(a) a financial contribution that is a condition of a resource 
consent under the Resource Management Act 1991: 

"(b) a development contribution under the Local Govern
ment Act 2002. 

"(7C) For the purposes of this Act, a person who makes a contribu
tion to a local authority is treated as supplying goods and 
services to the local authority to the extent that the contribu
tion consists of land and is-
"(a) a financial contribution that is a condition of a resource 

consent under the Resource Management Act 1991: 
"(b) a development contribution under the Local Govern

ment Act 2002." 

(2) Subsection (1) applies to a financial contribution that is a 
condition of a resource consent under the Resource Manage
ment Act 1991 if-
(a) the requirement for the contribution is imposed on or 

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

(b) the requirement for the contribution is imposed on or 
after 1 October 1991, and before the day on which this 
Act receives the Royal assent, and the local authority 
treated-
(i) the contribution as being made in relation to a 

taxable supply; and 
(ii) the taxable supply as being charged with tax at a 

rate other than 0%. 

(3) Subsection (1) applies to a development contribution under 
the Local Government Act 2002 if the requirement for the 
contribution is imposed on or after the day on which this Act 
receives the Royal assent. 

145 New section 5B inserted 
After section 5, the following is inserted: 

"5B Supply of certain imported services 
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For the purpose of the definition of output tax and sections 
8(1), 15, 15A, 19A, 20(4), 20B, 25AA, 51, 52, 57, 75, 76(6), 
78B, 78BA and 78C, a supply of services that is treated by 
section 8(4B) as being made in New Zealand is treated as 
being made by the recipient of the supply in the course or 
furtherance of a taxable activity carried on by the recipient." 
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146 Imposition of goods and services tax on supply 
(1) In section 8(2), (3) and (4), "not resident in New Zealand" is 

replaced by "a non-resident". 

(2) After section 8(4), the following is inserted: 

"(4B) Despite subsection (2), a supply of services that is not treated 
as being made in New Zealand by subsections (3)(b) and (4) is 
treated as being made in New Zealand if-
"(a) the services are supplied by a non-resident to a resident; 

and 
"(b) the recipient of the supply-

"(i) does not, in the 12-month period that ends with 
the month in which the supply of the services is 
made, make supplies of which at least 95% in 
total value are taxable supplies; and 

"(ii) does not at the time of the supply have reasonable 
grounds for believing that the recipient of the 
supply will, in the 12-month period that begins 
with the month in which the supply of the ser
vices is made, make supplies of which at least 
95% in total value are taxable supplies; and 

"(c) the supply would be a taxable supply if made in New 
Zealand by a registered person in the course or further
ance of a taxable activity carried on by the registered 
person. 

"(4C) An allocation of costs by a non-resident to a resident is treated 
as being a supply of services that satisfies section 8(4B)(a) and 
(c), and the amount provided to the non-resident by the resi
dent under the allocation is treated as being the consideration 
for the supply." 

(3) In section 8(5), "Subsections (3) and (4)" is replaced by 
"Subsections (3), (4) and (4B)". 

(4) In section 8(6), "not resident in New Zealand" is replaced by 
"a non-resident". 

(5) In section 8(8), "a telecommunications supplier who is not 
resident in New Zealand" is replaced by "a non-resident". 

(6) Section 8(9) is replaced by the following: 

"(9) For the purposes of subsection (6) and section llAB, the 
person who initiates a supply of telecommunications services 
is the person who--
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"(a) is identified by the supplier of the services as being
"(i) the person who controls the commencement of 

the supply: 
"(ii) the person who pays for the services: 
"(iii) the person who contracts for the supply; and 

"(b) if more than 1 person satisfies paragraph (a), is the 
person who appears highest on the list in that 
paragraph. " 

147 Time of supply 
In section 9(2)(a)(iii), "perfonned:" is replaced by "per
fonned, unless subparagraph (iv) applies; and" and the fol
lowing is inserted: 

"(iv) in the case of a supply of services that is treated 
by section 8(4B) as being made in New Zealand, 
at the end of the taxable period that includes the 
date that is 2 months after the first balance date of 
the recipient that follows the completion of the 
perfonnance of the services:". 

148 Value of supply of goods and services 
(1) In section 10(3), "subsections (3A)" is 'replaced by "subsec

tions (3A), (3B), (3C), (3D)". 

(2) Section 1O(3A) is replaced by the following: 

"(3A) Subsection (3) does not apply to a supply if-
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"(a) the recipient acquired the supply for the principal pur
pose of making taxable supplies; and 

"(b) the recipient is entitled to make a deduction under 
section 20(3) in respect of the supply, or would be 
entitled to make such a deduction if-
"(i) the amount of the deduction were determined 

under section 3A(3)(e) instead of under section 
3A(3)(a): 

"(ii) there were consideration for the supply: 
"(iii) the supplier were a registered person who had 

complied with the requirements of the Act; and 
"(c) the supply is not a supply of financial services to which 

subsection (3B) applies. 



2003 No 122 
Taxation (GST, Trans-Tasman Imputation 

and Miscellaneous Provisions) Act 2003 Part 3 s 148 

"(3B) If a supply of financial services is charged with tax at a rate of 
0% under section lIA(I)(q) or (r) or gives rise to a deduction 
for the supplier under section 20C-
"(a) subsection (3) does not apply to the supply; and 
"(b) the consideration for the supply is treated as being the 

. open market value of the supply if-
"(i) the supply is made by a person for consideration 

that is more than the open market value of the 
supply; and 

"(ii) the supplier and the recipient are associated 
persons. 

"(3C) Subsection (3) does not apply to a supply of services that is 
treated by section 8(4B) as being made in New Zealand if
"(a) the amount of the consideration for the supply is a 

deduction under the Income Tax Act 1994 for the recip
ient of the supply; or 

"(b) the amount of the consideration for the supply would 
have been a deduction under the Income Tax Act 1994 
for the recipient of the supply if the recipient had given 
any consideration for the supply. 

"(3D) Subsection (3) does not apply to a supply of services that is 
treated by section 8(4B) as being made in New Zealand if
"(a) the recipient of the supply is a branch or division that is 

treated by section 56B as being a separate person; and 
"(b) the amount of the consideration for the supply would 

have been a deduction under the Income Tax Act 1994 
for the branch or division if-
"(i) the branch or division were entitled to deductions 

under the Income Tax Act 1994: 
"(ii) the branch or division had given any considera

tion for the supply. 

"(3E) The value of a supply of services that is treated by section 
8(4B) as being made in New Zealand is the amount that, 
before the addition of the tax charged, is equal to the amount 
of the consideration for the supply." 

(3) After section 1O(15B), the following is inserted: 

"(15C) If a non-resident makes a supply of services to a resident 
who is a member of the same group of companies under 
section IG 1 of the Income Tax Act 1994 as the supplier, or 
who is treated by section 56B as being a separate person from 
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the supplier, and the supply is treated by sections SB and 
8(4B) as being made in New Zealand by the recipient of the 
supply, the value of the supply is detenmned as if the consi
deration for the supply did not include-
"(a) the amount of the consideration for the supply that 

represents salary or wages paid to an employee of
"(i) the non-resident: 
"(ii) a company that is in a wholly-owned group with 

the non-resident under section IG 1 of the Income 
Tax Act 1994; and 

"(b) the amount of the consideration for the supply that 
represents interest incurred by-
"(i) the non-resident: 
"(ii) a company that is in a wholly-owned group with 

the non-resident under section IG 1 of the Income 
Tax Act 1994." 

149 Zero-rating of services 
(1) After section lIA(1)(c), the following is inserted: 

"(cb) the services, including ancillary activities such as load
ing, unloading, handling and storing, are the transport 
of household goods from a place in New Zealand to 
another place in New Zealand, if-
"(i) the services are supplied to a person who, at the 

time of the supply, is non-resident and outside 
New Zealand; and 

"(ii) the goods are entered for home consumption 
under the Customs and Excise Act 1996; and 

"(iii) the arrangement for the supply of the services is 
made before the goods are entered; and 

"(iv) the services are reasonably expected to be com
pleted within the period of 28 days that begins on 
the date of entry of the goods; or". 

(2) In section lIA(1)(d), "paragraphs (a) to (c)" is replaced by 
"paragraphs (a) to (cb)". 

(3) In section lIA(1)(k), (1) and (ma)(ii), "not resident in New 
Zealand" is replaced by "a non-resident" . 

(4) Section lIA(1)(m) is replaced by the following: 

"(m) the services are supplied-
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"(i) directly in connection with goods, the supply of 
which was subject to anyone of section 11(1)(a) 
to (e); and 

"(ii) to a recipient who, when the services are per
fonned, is a non-resident and outside New 
Zealand; or". 

(5) In section llA(I)(p), "New Zealand." is replaced by "New 
Zealand; or" and the following is inserted: 

"(q) the services are financial services that are supplied in 
respect of a taxable period, by a registered person who 
has made an election under section 20F, to a registered 
person who makes supplies of goods and services such 
that taxable supplies that are not charged with tax at the 
rate of 0% under this paragraph or under paragraph (r) 
make up not less than 75% of the total value of the 
supplies in respect of-
"(i) a 12-month period that includes the taxable 

period; or 
"(ii) a period acceptable to the Commissioner; or 

"(r) the services are financial services that are supplied in 
respect of a taxable period, by a registered person who 
has made an election under section 20F, to a person 
who is a member of a group of companies for the 
purposes of section IG 1 of the Income Tax Act 1994 
and-
"(i) the members of the group make supplies of goods 

and services to persons who are not members of 
the group in respect of-
"(A) a 12-month period that includes the taxable 

period; or 
"(B) a period acceptable to the Commissioner; 

and 
"(ii) not less than 75% of the total value of the sup

plies referred to in subparagraph (i) consists of 
taxable supplies that are not charged with tax at 
the rate of 0% under this paragraph or under 
paragraph (q)." 

(6) After section lIA(1), the following is inserted: 

"(1 B) Subsection (1)(j) does not apply to a supply of services that is 
treated by section 8(4B) as being made in New Zealand unless 
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the nature of the services is such that the services are physi
cally received at-
"(a) the time and place at which the services are physically 

performed; and 
"(b) no other time or place." 

(7) In section llA(2) and (4), "not resident in New Zealand" is 
replaced by "a non-resident". 

(8) After section llA(4), the following is added: 

"(5) The availability of a deduction under subsection (1)(q) and (r) 
must be determined using a method allowed by section 20E." 

(9) Subsections (1) and (2) apply to supplies made on or after the 
day on which this Act receives the Royal assent. 

150 Zero-rating of telecommunications services 
(1) In section lIAB(a), "resident in New Zealand" is replaced by 

"who is a resident" . 

(2) In section llAB(b), "person outside New Zealand" is 
replaced by "person". 

151 Zero-rating of supply by territorial authority 
(1) In the heading to section llB, "supply by territorial autho

rity" is replaced by "some supplies by territorial authori
ties, some supplies involving contributions to local 
authorities" . 

(2) After section IIB(1), the following is added: 

"(lB)If a supply under section 5(7B) of goods and services by a 
local authority to a registered person is chargeable with tax 
under section 8, the supply must be charged at the rate of 0% 
to the extent that the contribution made by the registered 
person to the local authority consists of land. 

"(IC)If a supply under section 5(7C) of goods and services by a 
person to a local authority is chargeable with tax under section 
8, the supply must be charged at the rate of 0% if the local 
authority is a registered person." 

(3) Subsection (2) applies to contributions that are made on or 
after the day on which this Act receives the Royal assent. 

152 Exempt supplies 
(1) Section 14(3) is replaced by the following: 
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"(3) An amount is treated as being consideration for an exempt 
supply if it is-
"(a) penalty or default interest, or a charge in the nature of 

penalty or default interest, that is imposed-
"(i) under a contract for the supply of goods and 

services: 
"(ii) under an enactment: 

"(b) a penalty imposed on unpaid rates under the Local 
Government (Rating) Act 2002: 

"(c) a postponement fee, or a part of a postponement fee, 
that is imposed under section 88 of the Local Govern
ment (Rating) Act 2002 and that relates to financial 
costs of the local authority arising from a postponement 
of rates." 

(2) Subsection (1) applies to an amount of penalty, interest, 
charge or fee that is imposed on or after 1 July 2003. 

153 Other returns 
In section 18, "and 19 of this Act" is replaced by "and 19B". 

154 Calculation of tax payable 
(1) In the words before section 20(2)(a), "and no deduction calcu

lated under section 2S(2)(b) or (S)" is inserted after "input 
tax" . 

(2) In section 20(2)(c), "relates:" is replaced by "relates; or" and 
the following is inserted: 

"(d) the supply is a supply of services that is treated by 
section SB as being made by the recipient and the recip
ient has accounted for the output tax charged in respect 
of the supply:". 

(3) In section 20(3)(a)-
(a) in the words before subparagraph (i), "amount of input 

tax-" is replaced by "amount of the following:": 
(b) in subparagraph (i), "input tax" is inserted before "in 

relation to": 
(c) in subparagraph (ia), "input tax" is inserted before "in 

relation to": 
(d) in subparagraph (ii), "input tax" is inserted before 

"invoiced or paid": 
(e) subparagraph (iii) is replaced by the following: 
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"(iii) any amount calculated in accordance with any 
one of sections 2S(2)(b), 2S(S), 2SAA(2)(b) or 
2SAA(3)(b); and". 

(4) In section 20(3)(b)-
(a) in the words before subparagraph (i), "amount of input 

tax-" is replaced by "amount of the following:": 
(b) in subparagraph (i), "input tax" is inserted before "in 

relation to": 
(c) in subparagraph (ii), "input tax" is inserted before 

"paid" : 
(d) in subparagraph (iii), "input tax" is inserted before "in 

relation to": 
(e) subparagraph (iv) is replaced by the following: 

"(iv) any amount calculated in accordance with any 
one of sections 2S(2)(b), 2S(S), 2SAA(2)(b) or 
2SAA(3)(b), to the extent that a payment has 
been made in respect of that amount; and". 

(S) In subparagraphs (iii) and (iva) of the proviso to section 
20(3)(d), "not resident in New Zealand" is replaced by "a 
non-resident" . 

(6) In section 20(3)(g), . "period:" is replaced by "period; and" 
and the following is inserted: 

"(h) any amount calculated in accordance with section 20C 
in relation to supplies of financial services in respect of 
that taxable period: 

"(i) any amount calculated in accordance with section 26:". 

(7) In section 20(4 )(b)-
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(a) in subparagraph (i), "or 2S(4); or" is replaced by "2S(4) 
and is not treated by section 8(4B) as being made in 
New Zealand; or" and the following is inserted: 

"(ib) to the extent that payment for the supply has been 
made during the taxable period, if the supply is a 
supply of services that is treated as being made in 
New Zealand by section 8(4B) together with any 
one of sections 9(1), 9(3)(a), 9(3)(aa), 9(6), 9(8), 
2SAA(2)(a) or 2SAA(3)(a); or": 

(b) subparagraph (ii) is replaced by the following: 
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"(ii) if the supply of goods and services is made during 
the taxable period by the registered person and 
neither of subparagraphs (i) and (ib) applies." 

155 New sections 20C to 20F inserted 
After section 20B, the following is inserted: 

"20C Goods and services tax incurred in making certain 
supplies of financial services 
Subject to this section, a registered person who has made an 
election under section 20F and who in respect of a taxable 
period supplies financial services to another supplier of finan
cial services (called in this section a direct supplier) may 
make for each direct supplier a deduction under section 
20(3)(h) of an amount given by the following fonnula: 

where-

axQx Q 
c e 

a is the total amount that the registered person would be able 
to deduct under section 20(3), other than under 
section 20(3)(h), in respect of the taxable period if all 
supplies of financial services by the registered person were 
taxable supplies: 

b is the total value of exempt supplies of financial services 
by the registered person to the direct supplier in respect of 
the taxable period: 

c is the total value of supplies by the registered person in 
respect of the taxable period: 

d is the total value of taxable supplies by the direct supplier 
in respect of the taxable period, determined under 
section 200: 

e is the total value of supplies by the direct supplier in 
respect of the taxable period, determined under section 
200. 

"200 Determining availability of deduction under section 20C 
from supplies by another person 
If a person makes a return that includes a figure for a deduc
tion under section 20C based on the value of supplies made by 
the person to other persons, the availability of the deduction 
under section 20C for supplies made by the person to each 
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other person must be detennined on the basis of the statistics 
of the supplies made by the other person. 

"20E Determining supplies charged at 0% under section 
llA(I)(q) and (r) from supplies by another person 
If a person makes a return that includes a figure for the value 
of supplies charged with tax at a rate of 0% under section 
lIA(1)(q) and (r), that are made by the person to other per
sons, the effect of section IIA(1)(q) and (r) for supplies made 
by the person to each other person must be detennined
"(a) on the basis of the statistics ofthe supplies made by the 

other person; or 
"(b) using a method that is approved by the Commissioner. 

"20F Election that sections llA(I)(q) and (r) and 20C apply 
"(1) A registered person may give written notice to the Commis

sioner of an election that the registered person be subject to 
sections lIA(1)(q) and (r) and 20C. 

"(2) An election under subsection (1)-
"(a) applies for the taxable period in which the Commis

sioner receives the notice and for subsequent taxable 
periods until the election is cancelled: 

"(b) is cancelled from the end of the taxable period-
"(i) in which the registered person ceases to have a 

taxable activity, if subparagraphs (H) and (iii) do 
not require an earlier cancellation; or 

"(ii) that is nominated in a written notice of cancella
tion that the Commissioner receives from the reg
istered person, if the notice of cancellation nomi
nates a taxable period after which the 
cancellation is to be effective; or 

"(iii) in which the Commissioner receives from the 
registered person a written notice of cancellation, 
if the notice of cancellation does not nominate a 
taxable period after which the cancellation is to 
be effective." 

156 Timing of deduction under section 21F 
(1) In section 2IG(IA), "and subject to subsection (1B)" is 

inserted after "Despite subsection (I)". 
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(2) After section 21G(1A), the following is inserted: 

"(lB)Subsection (lA) does not apply to a registered person if the 
goods referred to in section 2IE are applied for a different 
purpose as a consequence of a change in this Act." 

157 Application to make single deduction under section 21F 
(1) Section 2IH(2) is replaced by the following: 

"(2) Subsection (l) does not apply to goods and services that
"(a) cost less than $18,000: 
"(b) are applied for a different purpose as a consequence of a 

change in this Act." 

(2) In section 2IH(3)(d), "section 21" is replaced by "section 
21(1)" . 

(3) Subsection (2) applies to goods and services treated as being 
supplied on and after 10 October 2000. 

158 New section 24B inserted 
After section 24, the following is inserted: 

"24B Records to be kept by recipient of imported services 
A registered person who receives a supply of services that is 
treated by section 8(4B) as being made in New Zealand must 
maintain sufficient records of the supply to enable the follow
ing particulars to be ascertained: 
"(a) the name and address of the supplier: 
"(b) the date on which, or the period during which, the 

supply was received: 
"(c) a description of the services supplied: 
"(d) the consideration for the supply: 
"(e) the time by which payment of the consideration for the 

supply is required: 
"(f) the amount of the consideration for the supply that the 

registered person has treated as not affecting the value 
of the supply in reliance on section 10(15C)(a): 

"(g) the amount of the consideration for the supply that the 
registered person has treated as not affecting the value 
of the supply in reliance on section 1O(15C)(b)." 
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159 Credit and debit notes 
(1) In section 25(2)(b), "deduction of input tax" is replaced by 

"deduction" . 

(2) In section 25(5), "deduction of input tax pursuant to" is 
replaced by "deduction under". 

160 New section 25AA inserted 
After section 25, the following is inserted: 

"25AA Consequences of change in contract for imported 
services 

"(1) Despite section 25, this section applies in relation to a supply 
of services by a non-resident that is treated by sections 5B and 
8(4B) as being made in New Zealand by the recipient of the 
supply if-
"(a) anyone of the following is satisfied: 

"(i) the supply of services has been cancelled: 
"(ii) the nature of the supply of services has been 

fundamentally varied or altered: 
"(iii) the previously agreed consideration for the sup

ply of services has been altered, whether due to 
the offer of a discount or otherwise: 

"(iv) the services or part of the services supplied have 
been returned to the non-resident; and 

"(b) an incorrect return has been made for the taxable period 
for which output tax on the supply is attributable. 

"(2) A person who has accounted for an incorrect amount of output 
tax must make an adjustment to the calculation of tax payable 
in the return for the taxable period in which it becomes appar
ent that the amount of output tax was incorrect, and if the 
output tax properly charged on the supply is-
"(a) more than the output tax actually accounted for by the 

person, the amount of the excess is treated as being tax 
charged in relation to a taxable supply made by the 
person: 

"(b) less than the output tax actually accounted for by the 
person, the amount of the deficiency is a deduction 
under section 20(3) for the person. 

"(3) A person who has accounted for an incorrect amount of 
deductions must make an adjustment to the calculation of tax 
payable in the return for the taxable period in which it 
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becomes apparent that the amount of deductions was incor
rect, and if the deduction properly resulting from the supply 
is-
"(a) less than the deduction actually claimed by the person, 

the amount of the deficiency is treated as being tax 
charged in relation to a taxable supply made by the 
person: 

"(b) more than the deduction actually claimed by the per
son, the amount of the excess is a deduction under 
section 20(3) for the person." 

161 Commissioner's right to withhold payments 
(1) Section 46(6) to (9) are replaced by the following: 

"(6) If, but for this subsection, a registered person would be enti
tled to an amount as a refund under section 19C(8) or 20(5) or 
45 or under the Tax Administration Act 1994, or as a payment 
of interest under Part 7 of the Tax Administration Act 1994, 
the Commissioner may apply the amount, in accordance with 
a request under section 173T of the Tax Administration Act 
1994 or in the absence of a request in such order or manner as 
the Commissioner may determine, in payment of-
"(a) tax that is payable by the person: 
"(b) an amount that is payable by the person under another 

Inland Revenue Act. 

"(7) If, but for this subsection, a person who is a specified agent of 
an incapacitated person, as those terms are defined in section 
58(1), would be allowed an amount as a deduction under 
section 20(3) by virtue of section 58(1C), the Commissioner 
may apply the amount in payment of-
"(a) tax that is payable by the incapacitated person: 
"(b) an amount that is payable by the incapacitated person 

under another Inland Revenue Act." 

(2) Subsection (1) applies to refunds, interest and deductions 
relating to supplies made in taxable periods beginning on or 
after 1 April 2002. 

162 Persons making supplies in course of taxable activity to 
be registered 
In section 51(1)(e), "not resident in New Zealand" is replaced 
by "non-residents". 
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(1) In section 52(2), "in writing" is replaced by "by notice in 
writing or by telephone". 

(2) In section 52(3), "notify the Commissioner of that fact" is 
replaced by "inform the Commissioner of that fact by notice 
in writing or by telephone". 

(3) Section 52(4) is replaced by the following: 

"(4) Any information provided by a registered person to the Com
missioner under subsection (3) must include the date on which 
the person ceased to carry on all taxable activities and whether 
or not the person intends to carry on any taxable activity 
within 12 months from that date." 

164 Group of companies 
(1) In section 55(7), "Where any companies" is replaced by 

"Subject to subsection (7B), where any companies". 

(2) In section 55(7)(d), in both places where it occurs, "by or to" 
is replaced by "by". 

(3) After section 55(7)(da), the following is inserted: 

"(dab) subject to paragraph (c), any supply of goods and 
services to a member of the group is a supply to the 
representative member; and". 

(4) In section 55(7)(db)-
(a) "acquired or produced or" is inserted before "applied 

by any member"; and 
(b) "subsequently" is omitted; and 
(c) "first-mentioned" is replaced by "acquisition or pro-

duction or" . 

(5) In section 55(7)(dc), "subsequently" is omitted. 

(6) After section 55(7), the following is inserted: 

"(7B) Subsection (7), apart from paragraphs (b) and (e) to (h), does 
not apply to a group of companies in relation to a supply of 
services that is treated by section 8(4B) as being made in New 
Zealand." 
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After section 56, the following is inserted: 
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"56B Branches and divisions in relation to certain imported 
services 

"(1) This section applies to a supply of services that is treated by 
section 8(4B) as being made in New Zealand. 

"(2) If a person carries on activities both inside and outside New 
Zealand through branches or divisions-
"(a) each branch or division is treated as being a separate 

person; and 
"(b) a branch or division inside New Zealand is treated as 

being a resident; and 
"(c) a branch or division outside New Zealand is treated as 

being a non-resident; and 
"(d) an activity carried on by a branch or division is treated 

as being carried on separately by the branch or division. 

"(3) For the purpose of this section, a head office of a company is a 
branch or division of the company. 

"(4) This section applies whether or not a branch or division of the 
person is registered under section 56." 

166 Personal representative, liquidator, receiver, etc 
(1) In section 58(1C), "section 46(8)" is replaced by "section 

46(7)" . 

(2) Subsection (1) applies to deductions relating to supplies made 
in taxable periods beginning on or after 1 April 2002. 

167 Agents and auctioneers 
(1) In section 60(6)(a) and (7)(a), "not resident in New Zealand" 

is replaced by "a non-resident". 

(2) In section 60(7)(b), "resident in New Zealand" is replaced by 
"a resident" . 

168 Effect of imposition or alteration of tax 
After section 78(5), the following is added: 

"(6) This section does not apply to a supply of services that is 
treated by section 8(4B) as being made in New Zealand." 
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169 New section 84B inserted 
After section 84, the following is inserted: 

"84B Supplies of services made before insertion of section 
8(4B) 

"(1) This section applies to a supply of services that is treated by 
section 8(4B) as being made in New Zealand if-
"(a) the supply has a time of perfonnance under section 

84(1) to (1B) that is, or would be if the supply were 
made by a registered person, before the date on which 
section 146(2) of the Taxation (OST, Trans-Tasman 
Imputation and Miscellaneous Provisions) Act 2003 
came into force and-
"(i) the supply would, but for this section, be treated 

by section 9 or sections 21 to 21H as taking place 
on or after that date; and 

"(ii) the value of the supply is ascertainable; or 
"(b) the supply has a time of perfonnance under section 

84(1) to (lB) that is, or would be if the supply were 
made by a registered person, on or after the date on 
which section 146(2) of the Taxation (OST, Trans
Tasman Imputation and Miscellaneous Provisions) Act 
2003 came into force and the supply would, but for this 
section, be treated by section 9 or sections 21 to 21H as 
taking place before that date. 

"(2) A supply of services that satisfies subsection (l)(a) is made at 
the time given by section 9 or sections 21 to 21H. 

"(3) A supply of services that satisfies subsection (l)(b) is made at 
the time given by-
"(a) section 9 or sections 21 to 21H, for the purpose of 

section 8: 
"(b) the date on which section 146(2) of the Taxation (OST, 

Trans-Tasman Imputation and Miscellaneous Provi
sions) Act 2003 came into force, for the purpose of 
section 20. 

"(4) A payment that is in respect of a supply that satisfies sub
section (l )(b), and is made or received by a person before the 
date on which section 146(2) of the Taxation (OST, Trans
Tasman Imputation and Miscellaneous Provisions) Act 2003 
came into force, is treated for the purpose of section 
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20(3)(b)(i) and (4)(b)(i) as having been made or received by 
the person on that date." 

Amendment to Personal Property Securities Act 1999 

170 Personal Property Securities Act 1999 
Section 171 amends the Personal Property Securities Act 
1999. 

171 When Act does not apply 
In section 23(b), "(other than section 169 of the Tax Adminis
tration Act 1994 and sections 169 and 184 of the Child Sup
port Act 1991)" is inserted after "Act". 

Amendment to Taxation (Maori Organisations, Taxpayer 
Compliance and Miscellaneous Provisions) Act 2003 

172 Definitions 
Section 75(24) of the Taxation (Maori Organisations, Tax
payer Compliance and Miscellaneous Provisions) Act 2003 is 
repealed. 

Amendments to Gaming Duties Act 1971 

173 Interpretation 
(1) In the definition of special investments in section 3 of the 

Gaming Duties Act 1971, as that section read before being 
amended by section 69(1) of the Racing Act 2003, "(exclud
ing GST)" is inserted after "total amount". 

(2) Subsection (1) applies for the purpose of sections 4(3)(b) and 
4(4 )(a) and (b) of the Gaming Duties Act 1971 for the period 
from 1 January 1996 to 31 July 2003. 

174 Totalisator duty 
(1) In section 4(2) of the Gaming Duties Act 1971, the fonnula is 

replaced by the following: 
"8/9 x (amounts - refunds - winning dividends -

fractions)" . 

(2) In section 4(3) of the Gaming Duties Act 1971, "(excluding 
GST)" is inserted after "total of all amounts". 

(3) In section 4(3)( a) of the Gaming Duties Act 1971, "including 
GST" is replaced by "excluding GST". 
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(4) In section 4(3)(b) of the Gaming Duties Act 1971, "(exclud
ing GST, if any)" is inserted after "dividends". 

Amendment to Gambling Act 2003 

175 Schedule 9-Amendments to other Acts 
In Schedule 9 of the Gambling Act 2003, the item amending 
the definition of lottery in section 3 of the Gaming Duties Act 
1971 is amended by replacing the definition of New Zealand 
lottery with the following: 

"lottery means a New Zealand lottery as that term is defined 
in section 4(1) of the Gambling Act 2003". 

Legislative history 

18 November 2003 Divided from Taxation (Annual Rates. GST, Trans
Tasman Imputation and Miscellaneous Provisions) 
Bill (Bill 6~2) as Bill 6~3A 

19 November 2003 

25 November 2003 

Third reading 

Royal assent 

This Act is administered in the Inland Revenue Department. 
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