
LAND AND INCOME TAX AMENDMENT BILL

EXPLANATORY NOTE

Tms Bill makes various amendments to the Land and Income Tax Act 1954.

Clause 2. Application of Act-The Bill is to apply to tax for the current
year of assessment and all subsequent years, except as provided in clauses 3,
11,12, and 13.

INCOME TAX

Clause 3: Rate of income tax on interest from Government loans-This

clause amends section 79 of the principal Act, which provides for a rebate of
income tax on interest from National Development Loans and certain other
Government loans so as to leave a guaranteed net return. The first amend-
ment extends the section so that it will apply where the interest is 4 per cent
per annum. At present it only refers to interest at 3{ per cent. The second
amendment provides in effect that the rebate is on the gross and not the net
interest. This amendment is made retrospective to the commencement of the
rebate, as it is considered to be in accordance with the terms of the loan
prospectuses.

Special Exemptions
Clause 4 repeals subsection two of section 84 of the principal Act, which

provides that a special exemption for dependent relatives is not allowable
where the relative is in receipt of a social security benefit other than a family
benefit.

Assessable Income

Clause 5 provides for adjustments for farmers who are forced to quit their
farms on the expiry of a lease or on the acquisition of the land by the Crown,
and to selI their livestock, and do not buy substituted livestock for a new farm
during the same income year. Where the livestock was sold at a price in
excess of the standard value and the substituted livestock is bought in the first
or second succeeding income year, the Commissioner will be empowered to
treat the excess of the price received on the sale of stock over the standard
value as having been derived in the income year in which the substituted stock
is bought, and he may also review any amendment made by him to the
standard value.

Deductions in Calculating Assessable Income

Clause 6 provides that the special depreciation allowance on buildings and
plant under section 114 of the principal Act is not to apply except where a
binding contract was entered into on or before 9 August 1956.
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Clause 7 extends section 115 of the principal Act ( as to the initial depreci-
ation allowance on farm equipment and accommodation for farm workers)
for a further year, to 31 March 1958.

Clause 8 extends section 116 of the principal Act (as to the initial depreci-
ation allowance on accommodation for business workers) for a further year,
to 31 March 1958.

Companies and Associations

Clause 9 extends section 152 of the principal Act so as to confer on perlite
mining companies the same benefits in relation to the assessment of tax as
are enjoyed by gold mining and other mining companies.

Marketing Authorities

Clause 10 provides for the payment of income tax on interest derived from
loans made out of the Meat Industry Reserve Account, and other accounts
held by primary products marketing authorities.

Cook Islands

Clause 1 1 provides for the handing over of the administration of income
tax law by the Commissioner of Inland Revenue to the local Collector in the
event of the passing of an Ordinance providing for local income tax in the
Cook Islands or Niue. The clause also provides for the handing over of
records by the Commissioner and for the giving of information by him to
assist in the assessment and collection of the local tax.

PAYMENT AND RECOVERY OF TAX

Clause 12 provides that the additional tax payable on delay for a month
or more in the payment of tax is to be increased from 5 per cent to 10 per
cent, but half of the additional tax is to be remitted if payment is made
within three months after the due date. This clause applies to income tax
from the current year of assessment, but to land tax from next year. It is
intended th@K this clause and a proposed amendment to the Social Security
Act 1938 will make the penalties for late payment the same in the case of
land tax, income tax, and social security charge.

Clause 13 provides that where the Commissioner of Inland Revenue is
notified by an Official Assignee that any person has been adjudged bankrupt,
he is not to issue a taxation clearance to allow him to leave New Zealand

within three years after the date of adjudication unless he receives docu-
ments proving that the person has ceased to be bankrupt or has the consent
of the Officiaf Assignee or of the Court to his leaving New Zealand.
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A BILL INTITULED

An Act to amend the Land and Income Tax Act 1954

BE IT ENACTED by the General Assembly of New Zealand
in Parliament assembled, and by the authority of the same,

5 as follows:

No. 93-1



2 Land and Income Tax Amendment

1. Short Title-This Act may be cited as the Land and
Income Tax Amendment Act 1956, and shall be read together
with and deemed part of the Land and Income Tax Act 1954
( hereinafter referred to as the principal Act) .

2. Application of Act-Except as otherwise provided herein, 5
this Act shall apply with respect to the tax for the year of
assessment that commenced on the first day of April, nineteen
hundred and fifty-six, and for every subsequent year.

INCOME TAX

3. Rate of income tax on interest from Government loans-- 10

( 1) Section seventy-nine of the principal Act is hereby
amended by inserting in subsection two, after the words "on
each pound of that interest", the words "where the rate of the
interest is three and three-quarters per cent per annum or an
amount calculated at the rate of ten shillings on each pound of 15
that interest where the rate of the interest is four per cent per

33
annum .

( 2) Section seventy-nine of the principal Act is hereby
further amended by repealing subsection four, and substituting
the following subsection: 20

" (4) For the purpose of calculating the amount of the
rebate to be allowed under subsection two of this section, the
interest on any stock to which this section applies shall be
deemed to be the final increment of the taxpayer's income."

(3) Subsection two of this section shall be deemed to have 25
come into force on the first day of April, nineteen hundred and
fifty-five.

(4) Section fourteen of the Land and Income Tax Amend-
ment Act 1953 ( which Act was repealed by section two
hundred and forty-six of the principal Act) shall be deemed, 30
while in force, to have been amended as from the commence-
ment thereof by omitting subsection four, and substituting the
subsection four set out in subsection two of this section.

Special Exemptions

4. Special exemptions for dependent relatives in receipt of 35
social security benefits-Section eighty-four of the principal
Act is hereby amended by repealing subsection two.
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Assessable Income

5. Excess income on sale of livestock where farmer forced

to quit farm-The principal Act is hereby amended by insert-
ing, after section one hundred and three, the following section:

5 "1031 (1) This section applies where-
-(a) Land upon which a taxpayer formerly carried on a

farming business has become no longer available to
him to carry on the farming business by reason of
the expiry of a lease of the land or of the disposition

10 of the land to the Crown, whether the land was
taken under the Public Works Act 1928 or otherwise

acquired by the Crown; and
"(b) The Commissioner is satisfied that on account of the

expiry of the lease or of the disposition to the
15 Crown, the taxpayer was obliged to sell or other-

wise dispose of livestock used by him in the farming
business; and

"(c) The price realised, or deemed for the purposes of this
Act to have been realised, by the taxpayer for the

20 livestock and taken into account in calculating the
assessable income of the taxpayer was in excess of
the standard value last adopted in respect of the
livestock; and

"(d) The Commissioner is satisfied that, for the purpose of
25 carrying on a farming business on other land, the

taxpayer has, in either the first or the second income
year after the income year in which the livestock
was sold or otherwise disposed of, acquired other
livestock.

30 "(2) In this section-
'Substituted livestock', in relation to any taxpayer,

means livestock which the Commissioner is satisfied

the taxpayer has acquired as mentioned in para-
graph (d) of subsection one of this section:

35 " 'Assessable excess', in relation to any taxpayer, means
the difference referred to in paragraph (c) of sub-
section one of this section between the price taken
into account in calculating the assessable income of
the taxpayer in respect of the livestock sold or other-

40 wise disposed of by him and the standard value last
adopted in respect of that livestock, but limited in
maximum to a sum not greater than the amount by
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which the price paid, or deemed for the purposes of
ths Act to have been paid, by the taxpayer for the
strbstituted livestock was in eteess of the siandard
value adapted wth the concurreuce of the Com«
missioner in respect of the sobsfituted livestock. 5

" (3) ln any case to which this section applies the Com-
mission'er, trpon am'cafivn in that behalf made #n writing by
or on behalf of the taxpayer rrot hter than twelve months after
the end of the income year in whkh the substitmed livestock
was acquired by the taxpayer or within such forther period as HY
the Commissioner in his discretion may allow in any case or
class of cases, may-

"(a) Determine that the assessable excess shafl be deemed
to be assessable income of the taxpayer in the
intome year in which the substituted Livestock was 15
acquired by the fakpayer, and in every such case
the assessable excess shall be deemed to have been

derived in that year:
"(b) Revew any amendment made by him vnder section

one hundred and three of this Act to the standard 20

value adopted by the taxpayer in respect of live-
stock.

" (4) If any question arises as to whether a taxpayer was
obliged to sell or otherwise dispose of livestock on account of
the expvy of a lease of land or of the disposition of land to the 25
Crown, or as to whether any tives:tock acquired by a taxpayer is
stibstituted livestock for the purposes of this section, it shall be
determined by the Commissioner, and his decision shall be
final."

Deductions in Calculating Assessable Income 30

6. Special depreciation allowance on buildings and plant-
Section one hundred and fourteen of the principal Act
(as amended by section ten of the Land and Income Tax
Amendment Act 1955) is hereby fwrther amended by adding
to subsection one the following additionat proviso: 35

"Provided also that this subsection shall not apply with
respect to-

"(a) Any premises acquired, erected, or extended by the
taxpayer after the ninth day of August, nineteen
hundred and fifty-six, for the purposes of a farm- 40
ing or agricultural business in which the taxpayer is
engaged; or
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"(b) Any plant or tnachinery acquired, erected, installed,
or extended by the taxpayer after the nhth day of
August, nineteen hundred and fifty-six,-

unless the Commissioner is satisfied that a binding contract
5 for the acquisition, erection, installation, or extension of the

premises, plant, or machinery was completed by all the
necessary parties thereto on or before the ninth d,ay of August,
nineteen hundred and fifty-six."

7. Initial depreciation allowance on farm egilipmely: and
10 accommodation for farm workers-(1) Section one hundred

and fifteen of the principal Act ( as amended by section ekven
of the Land and Income Tax Amendment Act 1955) is hereby
further amended by omitting from subsection five the words
"nineteen hundred and fifty-seven" wherever they occur, and

15 substituting in each case the words -nineteen hundred and
fifty-eight".

( 2) Section eleven of the Land and Intiome Tax Aincid-
ment Act 1955 is hereby consequentially repealed.

8. Initial depreciation allowance on accommodation Ser
20 business workers- (1) Section one hundred and sixteeu of

the principal Act ( as amen,ded by section twelve of the Laied
and Income Tax Amendment Act 1955) is herellyy further
amended by omitting from subsection five the words "nineteen
hepndred and fifty.seven" wherever they occur, and substknti,mg

25 in each case the words "nineteen hundred aird Sfty-eight".
(2) Section twelve of the Land and Fncorne Tax Amend-

went Act 1955 is hereby consequentially repeal,ed.

Companies and .4.Mociatiows

9. Companies engaged in mining for perlite-Section one
30 hundred and fifty-two of rhe prirrcipal Act is hereby amended

bly inBerting in subsection one. after the word "tin", the word
"perlite".

Marketing Authorittes

10. Interest on loans made out of certain marketing
35 accounts--The principal .Act is he¥eby amended by inserting,

after Rectien one hundred and fifty-fouF, the folDowing heading
and section:
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"Marketing Authorities

"154A. (1) For the purposes of this Act the terni *niarketing
authority' means--

"(a) The Department of Agriculture in respect of the
Meat Industry Reserve Account established under 5
section fi fteen of the Finance Act 1950:

"(b) The New Zealand Dairy Products Marketing Com-
mission :

"(c) The New Zealand Apple and Pear Marketing Board:
"(d) The New Zealand Wool Commission: 10
-(e) The Potato Board:
" ( f ) Any Board, Committee. Authority, or other body

established as a Marketing Authority by regula-
tions under the Primary Products Marketing Act
1953. 15

"(2) Notwithstanding anything to the contrary in anv Act,
interest derived from any loan (other than a fixed or other
deposit with a bank) made to a person not exempt froni
inconie tax out of nioney held by a marketing authority shall
be deemed to be assessable incoine derived by the marketing 20
authority:

"Provided that this section shall not apply to interest derived
from any loan made to a co-operative dairy company out of
money in the Dairy Industry Account.

"(3) For the purposes of the assessment of income tax, 25
every marketing authority shall be deemed to be a company,
and the term "company" when used in this Act shall be deemed
to be extended accordingly.

"(4) All income tax and social security charge payable by
any marketing authority shall be payable by the marketing 30
authority without further appropriation than this Act."

Cook Islands

11. Provisions applicable on introduction of local income
tax in Cook Islands-(1) The principal Act is hereby
amended by inserting, after section one hundred and seventy- 35
two, the following heading and section:

Cook Islands

"172,.(1) If local income tax for any year of assessment is
imposed in the Cook Islands (other than Niue) by an
Ordinance of the Cook Islands or in Niue by an Ordinance of 40
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the Island Council of Niue ( either part of the Cook Islands in
which income tax is so imposed being hereinafter in this section
referred to as the locally taxed territory), the provisions of
this section shall apply from the coming into force of the

5 Ordinance, and shall be in force in the locally taxed territory,
notwithstanding anything to the contrary in section five of this
Act.

-(2) The provisions of this Act other than this section, in
so far as they relate to income tax for that year of assessment

10 or for any subsequent year, shall not apply to the locally taxed
territory, and, in so far as they relate to income tax for any
earlier year of assessment, shall not apply to the locally taxed
territory except as provided in this section.

-(3) The functions and powers of the Commissioner shall
15 cease to be further exercisable by him with respect to-

Na) Income tax imposed for every earlier year of assess-
inent on income frc)In sources in the locally taxed
territory derived by persons not resident in New,
Zealand:

20 "Provided that for the purposes of this paragraph
the locally taxed territory shall not be deemed to
be part of New Zealand:

'(b) Offences committed before the coming into force of
the Ordinance by persons in the locally taxed

25 territory against this Act or any corresponding
former Act or the Inland Revenue Department Act
1952 with respect to income tax.

- (4) The functions and powers of the Commissioner which
cease as aforesaid to be further exercisable by the Com-

30 missioner shall vest in and be exercisable by the Collector of
Inland Revenue or other appropriate revenue authority for the
locally taxed territory in the same manner in all respects as if
those functions and powers had originally been conferred on
him instead of the Commissioner, and in exercising those

35 functions and powers the Collector of Inland Revenue or
other appropriate revenue authority shall have further power
to make such arrangements, compromises, and calculations as
he thinks fit in the assessment of and recovery of income tax
in respect of any year to which those powers and functions

40 relate, and any revenue received by the Collector of Inland
Revenue or other appropriate revenue authority pursuant to
the exercise of those functions or powers shall form part of the
Public Revenues of the locally taxed territory.
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15) The Commissioner shall-
"(a) Deliver to the Collector of Inland Revenue or other

appropriate revenue authority for the locaJJ¥ taxed
territory such records, files, and other papers
rflating to persons resident in tk locally taxed terri- 5
tory or deriving income from sources in the locally
taxed territory as are in the possession of the Com-
missioner and in his opinion are not required to be
retained by him in administering this Act or any
corresponding former Act and can reasonably be JO
separated from the records of the,Commissioner:

"(b) From time to time give to the Collector of Inland
Revenue or other appropriate revenue authority for
the locally taxed territory all sucla information as is
in the possession of the Commissioner and in his 15
opinion may be of assistance in the assessment or
collection of tax in the locally taxed territory.

"(6) The locally ,taxed territory shall be deemed to be a
territory within the Commonwealth and not to be part of
Xew Zealand." 20

PAYMENT AND RECOVERY OF TAX

12. Additi,Mial tax payabic en detiult in payment-_
( 1 ) Section two hundred and eight of the principal Act is
hereby amended by omitting frem subsection one the word
4072", and slibstitlitifi the word "ten". 25

( 2) Section two hiundrd and eight of the principal Act is
hereby further amended by adding to subsection one the
fdlowing proviso:

*'Provided that where any tax remaining unpaid as *ere-
said is paid within three months after ·the due date thereof 30
(whether already assessed or not j. or after the date of
demand, as the case ma¥ be, h,alf of the amount added by
way e# additionad tax as aforesaid to the tax so paid shall be
remitted."

(3 ) 83 $0 far as lit relates t.Q la,Mt tax, this sectiora shall 35
Am*y ·w-* h respect to the tax for the ¥ear of assessment
.Gommen£im« oR dite first day 4 April. nineteen hundred and
fifty-seven, and fer every subsequent year.

13. Undischarged bnknipts b¥ige Ncw Zealand-Sectdon
twa himdred arid twenty-two of the principal .ict is hereby 40
amended by inserting, after subsection one, tbe following
subsection:
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" (1A) Where the Commissioner has been notified in writing
by an Official Assignee under the Bankruptcy Act 1908 that
any person has been adjudged bankrupt, the Commissioner,
notwithstanding that he is satisfied as to the matters referred

5 to in subsection one of this section, shall not issue a certificate
under this section to that person within three years after the
date of the adjudication except on the production to the
Commissioner of-

+ (a) An absolute order of discharge of that person from
i 10 bankruptcy; or

«(b) A suspended order of discharge of that person from
bankruptcy, accompanied by a certificate from an
Official Assignee that the order has taken effect; or

«(c) A conditional order of discharge of that person from
15 bankruptcy, accompanied by a certificate from an

Official Assignee that the condition or conditions
has or have been performed; or

" (d) An order or discharge of that person from bankruptcy
g subject to his consenting to judgment being entered

20 against him, accompanied by a certificate from an
Official Assignee that the judgment has been satis-
fed; or

"(e) An order annulling the adjudication; or
" (f) The consent in writing of an Official Assignee, or of

25 a Court having jurisdiction in bankruptcy, to that
person leaving New Zealand."
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