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Committee

Recommendation

Commentary

The Finance and Expenditure Committee has examined the Taxation

(Annual Rates, Taxpayer Assessment and Miscellaneous Provi-

sions) Bill and recommends that it be passed with the amendments
shown.

Background

The Taxation (Annual Rates, Taxpayer Assessment and Miscella-

neous Provisions) Bill (the bill) is an omnibus bill amending the
Income Tax Act 1994, the Tax Administration Act 1994, the Goods

and Services Tax Act 1985, the Estate and Gift Duties Act 1968, the

Income Tax Act 1976, the Student Loan Scheme Act 1992, the Child

Support Act 1991, the Gaming Duties Act 1971 and the Taxation
(GST and Miscellaneous Provisions) Act 2000. The bill:

• addresses the tax treatment of research and development
(R&D) expenditure

• clarifies rules for general interest deductibility for companies

• amends various rules relating to unit trusts

• aligns tax legislation with the practice of self-assessment
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• allows certain goods supplied to foreign-based pleasure craft
departing New Zealand to be zero-rated for goods and ser-

vices tax (GST) purposes

• makes remedial amendments to the income 'attribution rule'

• confirms annual income tax rates.

During our consideration, the Minister of Revenue asked that we

consider several proposed amendments to the bill. These amend-
ments seek to:

• amend the pre-1999 application of GST when services are

contracted for outside New Zealand by non-New Zealand

residents but consumed in New Zealand (change in clause
227, new clauses 227A and 228A)

• allow the Commissioner of Inland Revenue to transfer excess

tax to a period in which there is no outstanding liability for tax

(changes in clauses 161 and 234, new clauses 169A, 212A,

213A, 235A, 235B, 235C and 235D). We were advised the

fiscal cost of this provision to be $30 million

• remove the deadline for claiming the housekeeper/childcare

and charitable donation rebates (change in clause 190).

This commentary addresses the major issues we focused on and
outlines the main amendments we recommend. We also recommend

a number of technical amendments not covered in this report.

GST treatment of non-residents

Amendments to GST zero-rating

The majority of our time considering the bill focused on some

proposed amendments to the Goods and Services Tax Act 1985

(GST Act). These were not part of the bill as introduced, but were

recommended by the Minister of Revenue in a letter to the commit-

tee dated 22 May 2001. The amendments relate to zero-rating for

GST when services are contracted for outside New Zealand by non-
residents but consumed in New Zealand.

There are two main arrangements that the legislation seeks to

address, relating to inbound tourist operators (ITOs) and education

providers such as schools:

• A New Zealand ITO contracts with an overseas travel whole-

saler to provide a bundle of tour services on behalf of various

New Zealand service providers. The services are provided to
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the overseas tourist who is not a party to this contract and only
has a contract with the overseas travel wholesaler. The con-

tract is with a non-resident outside New Zealand (the whole-

saler), despite the fact that the services are provided to the
tourist in New Zealand.

A New Zealand school contracts with overseas parents to

provide educational services to their children, who are not

party to the contract. The contract is with a non-resident

parent outside New Zealand, but the services are provided to
the child in New Zealand.

Two diagrams in Appendix II illustrate these situations.

We understand the policy intent at the time the GST Act was passed
was that such contracts would not be zero-rated and would be

subject to GST. However, in 1995 the Court of Appeal, in deciding
the case of Wilson & Horton in relation to advertising services,

formed a broader principle that services provided in New Zealand
under contract with a non-resident third party could be zero-rated. 1
The Taxation (Remedial Matters) Act 1999 remedied the GST Act

prospectively by providing that such supplies made on or after 20
May 1999 cannot be zero-rated. The proposed amendments seek to

retrospectively apply these rules back to 1986 for taxpayers seeking
refunds after 15 September 1995 (the date of the Wilson & Horton

decision).

Submissions

Given the significance of the proposed amendments, we called for
submissions on the new provisions. About 60 submissions were

received, nearly all of which opposed the change. ITOs made the
majority of submissions, although some education providers made
written submissions.

ITOs claim that in being denied refunds they are being treated
unfairly relative to other ITOs. They informed us that some ITOs
had zero-rated and had returned GST on that basis and, because of

this, they had been able to offer the same services at lower prices.
Other ITOs that were paying GST had to reduce their margins to
meet the lower prices and claim this had a detrimental effect on their
profitability. Also, following the Wilson & Horton case and the 1999

 Wilson & Horton Ltd v Commissioner of Inland Revenue (1995) 17 NZTC
12,325.
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legislation, various ITOs have pursued refunds in respect of GST

paid in earlier periods. Some have received refunds, some were

denied refunds, and some received refund cheques that were can-
celled when banked. In our examination of the 2001/02 Estimates

for Vote Revenue, we learned that these cheques were cancelled
because they should not have been issued initially, and their release
was because of administrative error. We expressed concern about
these operational errors in our report on the 2001/02 Estimates of

Appropriations for Vote Revenue.

A broad range of submitters claim that retrospective tax amend-
ments dating back 15 years could send negative signals on New
Zealand tax laws to those investing in New Zealand. However, we

also heard that retrospective legislation is acceptable in some situa-
tions. It was acknowledged that this can be a difficult judgment as
there are no fixed rules for when retrospectivity is appropriate.

A number of submitters made specific comments opposing the appli-
cation of the refund mechanism in the Minister' s proposal to insert a
clause 228A(7). They noted it would create considerable difficulties

for taxpayers and expose the tax revenue to considerable risk. We

were informed that if clause 228A(7) were enacted, advertisements

would be placed in countries where New Zealand tourism is popular,
advising people who have been to New Zealand since 1986 that GST
refunds are available. There is also a risk that overseas travel whole-

salers may give the refunds to tourists in the form of discounts on
future holidays that need not be in New Zealand. The result could
potentially be a revenue risk of $200 million paid to overseas tour-
ists with little ultimate benefit to New Zealand.

Options

We considered five main options to address this issue.

• The first option would involve no change to the legislation.

ITOs and educational providers who paid GST would be

entitled to claim refunds according to the law that existed at
the time they made their taxable supplies. Advisers inform us
the fiscal cost of this option could be $200 million, excluding
any income tax implications.

• The second option would involve incorporating all of the
Minister's recommendations. This would prevent disputed
refund claims from being paid, although taxpayers that have

zero-rated supplies or received refunds would be exempt from
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the legislation. It would also provide a refund mechanism in

the proposed clause 228A(7) to zero-rate supplies if GST is
refunded to the student or tourist involved. The revenue risk

of this option could be between $0 and $200 million, depend-
ing on the ultimate fiscal cost of the refund mechanism.

The third option involves incorporating the Minister' s recom-
mendations without the refund mechanism in the proposed

clause 228A(7). Officials advise there is no fiscal cost

attached to this option.

The fourth option would backdate GST amendments in the
Taxation (Remedial Matters) Act 1999 to 1 October 1986,

with a savings provision creating a two-year window between

May 1997 and May 1999 for which refunds may be payable.
We understand the fiscal risk of this option to be estimated at
$40 million.

• The fifth option would backdate GST amendments in the
Taxation (Remedial Matters) Act 1999 to 1 October 1986,

with a savings provision for taxpayers in dispute with the

Inland Revenue Department (the department) over GST

refunds as at 14 May 2001. We understand the fiscal risk of

this option to be between $110 million and $160 million.

The department informs us that any taxpayers that have zero-rated

their supplies or received a refund would be able to continue to rely

on existing law. We note this does not mean they are necessarily

entitled to keep the unpaid tax or refund. We understand that the

department believes that zero-rating by educational institutions is

valid, but that zero-rating by ITOs is not. This means that the

department is able to pursue ITOs for GST by legal means. ITOs

will need to rely on existing law to defend themselves in any legal

actions taken against them by the department.

Recommendations

The majority of us recommend the proposed amendments be

accepted. We are generally opposed to retrospective legislation in all

but exceptional circumstances, but we believe this is an instance

where the potential fiscal risk justifies the retrospective amend-
ments. We note the policy intent on this issue has been clear from the
outset. We understand only a small number of ITOs were zero-rating
for their services and that the number of ITOs who have received

refunds is similarly small. For the most part, ITOs and educational
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institutions filed their GST returns at the time on the understanding
that the tax was payable, and arguably the proposed legislation is
therefore in accordance with the legitimate expectations of these
taxpayers. We believe that the fiscal risk arising from any other
option, whether leaving the law unchanged or allowing a two-year
window, is too great to contemplate. We also recommend proposed
clause 228A(7) not be included in the bill as we consider the fiscal

risk of allowing tourists to claim the refunds to be too great.

Minority opinion

National, ACT and the United Party oppose the proposed
amendments.

The legislation was changed without hint of retrospectivity back in
1999. Since then, ITOs and education providers have sought refunds

for the tax that they appear to have overpaid. Some received refunds,
some had their refund cheques cancelled without explanation, but
most have had their refunds held up for what have proved spurious
technical reasons. The Government has decided to change the law
retrospectively back to 1986 because of the sum of money involved.

What the Government has gained, individual taxpayers have lost.

The retrospective tax change is bad tax policy. It is important for any

government to uphold the integrity of the tax system. At the very
least, those taxpayers who have applied for their refunds should
have their case heard according to the law as it stands. The law
should not be changed on taxpayers half-way through a dispute with
the department.

The retrospective tax change is also bad law because it distinguishes
taxpayers in the same position largely by the attitude of the particu-
lar officers who were dealing with their claim. Some taxpayers
received their refunds; others didn't. This is unfair.

The proposed amendment affects not just those taxpayers claiming
refunds but all taxpayers who should all have the right to have their
tax determined fairly and in accordance with the law applying at the
time they made the relevant supplies and, at the very least, the time

they lodged their refund claim.

The other proposal that National, ACT and United were prepared to
support was that originally proposed by the department that would
see a two-year window apply between May 1997 and May 1999.
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Research and development

Broadly, clause 39 confirms that R&D costs expensed under Finan-

cial Reporting Standard 13, Accounting for Research and Develop-
ment Activities (FRS 13) would be tax-deductible. In particular, it

imports the five asset-recognition criteria from FRS 13 to test

whether development costs should be treated as an expense for tax

purposes.

Two submitters are uncertain as to whether the reference to FRS 13

is 'static' (relating to the version of FRS 13 current at the time of

enactment) or 'ambulatory' (incorporating changes in the standard

occurring after enactment). One of the practical advantages of using

FRS 13 is that tax and accounting practices can be aligned on this

subject, and a static interpretation could prevent this if FRS 13 were

amended. We recommend the bill emphasise that references to FRS
13 relate to the latest version of FRS 13 from time to time. While this

seems to provide the Accounting Standards Review Board with the

power to alter tax laws, we note that extensive consultation occurs

before FRSs are amended, which would give Parliament time to

change tax law if necessary. We also note that FRSs are deemed

regulations scrutinised by Parliament through the Regulations
Review Committee.

FRS 13 allows R&D costs to be expensed without applying the five

asset-recognition criteria when the costs are immaterial. However,

clause 39(4) requires that the asset-recognition criteria be applied to

all R&D expenditure regardless of whether the expenditure is

material or immaterial. A number of submitters suggest that the bill

should apply the materiality test as used in FRS 13 to reduce compli-

ance costs by ensuring that the tests for tax and accounting purposes

are identical. However, we note that the materiality test relates to an

essential difference between tax and accounting. The accounting

materiality test ensures that users of the accounts are not presented

with irrelevant information. By its nature, materiality varies accord-

ing to the size of the entity. $10,000 may be material to a small
company, but immaterial to a multi-billion dollar company. If

expensing of immaterial items were permitted, then different tax

treatment would apply to identical levels of R&D expenditure

depending on the size of the entity involved. This would have
unfavourable consequences on smaller companies who may be
required to test small levels of R&D costs according to the criteria.
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We do not believe that it is appropriate to allow the automatic

expensing of R&D expenses according to a test of materiality.

However, we are interested in minimising the cost of tax compliance

for small firms, which may have less sophisticated accounting sys-
tms and minimal access to professional accounting advice. We

consider allowing small taxpayers to expense their immaterial R&D
costs without applying the asset-recognition criteria will reduce the
burden of tax compliance. We recommend proposed section

DJ9A(3) in clause 39 be added to reflect this. Our preferred

approach to this matter is to set a maximum total annual R&D

expenditure threshold of $10,000, below which taxpayers may
expense their R&D costs. However, for taxpayers to expense these

costs, they must have treated their total R&D expenditure for the

year as immaterial in their financial reports. The majority believes

this change will reduce compliance costs for a potentially large
number of taxpayers and recommend it be incorporated into the bill.

Minority opinion

National, ACT and United believe that these legislative changes will
make little real difference to tax treatment, although they may pro-

vide some certainty that the existing treatment is correct. There will

still be situations where expenditure falls into a black hole and is

neither deductible nor capitalised.

The minority believes that major problems still exist in respect of the

materiality rules. Even if the suggestions from the committee are
accepted, small companies may find that the materiality rules are

expensive to comply with.

Taxpayer self-assessment

The tax legislation is written as if the Commissioner of Inland

Revenue performs all the functions of assessment. However, in
practice taxpayers use returns to make an initial assessment of their

own tax liabilities. The bill amends many references to the Commis-
sioner' s power of assessment where they do not reflect the practical
operation of the tax system. As a result of recommendations in
submissions, we have made a number of further technical

amendments.

One submitter suggests that the number of amendments required in
this bill to reflect self-assessment is too large, and claims it is more
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appropriate to incorporate these changes into the re-write of the

Income Tax Act 1994. The majority do not agree with this view. We

note that the main changes required for self-assessment were made

in the Tax Administration Act 1994, and the changes present in this

bill are consequential changes only. If these changes are not made,

then the wording of the Taxation Acts could technically impede

taxpayers in making their own assessment. We also understand that

incorporating these changes into the re-write of the Income Tax Act

1994 would unnecessarily complicate that project. For these rea-

sons, we believe it is appropriate to continue with the consequential

changes for self-assessment as in the bill.

GST on supplies to visiting foreign-based pleasure craft

Clause 228 allows final provisions of consumable stores supplied to

a foreign-based pleasure craft departing New Zealand to be zero-

rated for GST. The purpose for this is that the stores, although

purchased in New Zealand, would be consumed outside New

Zealand and should therefore not be subject to GST. However, spare

parts and equipment will not be zero-rated. We understand the
reason for this exclusion is the risk the stores could be on-sold to

residents or consumed in New Zealand.

Some submissions request the exclusion of spare parts and equip-

ment be deleted from the consumable stores provisions, but we do

not agree with this proposal. However, we do agree with a proposal

by one submitter that certain detachable maritime goods supplied to

foreign-based pleasure craft should be zero-rated, and we recom-
mend that the bill be amended to reflect this. We were informed that,

under the current legislation, loose or detachable goods cannot be

zero-rated. This approach results in anomalies. The submitter

explained how different sail types may or may not be zero-rated, or

how detached safety equipment such as lifejackets and lifeboats are

subject to GST. We consider this situation to be unsuitable, and

recommend that the bill be amended to allow for the zero-rating of
certain equipment. The majority believes the most appropriate crite-

rion for this provision is whether the goods are necessary to ensure
safety or seaworthiness. As a consequence of this, we recommend
the definition of 'consumable stores' be deleted from clause 228(2).
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Unit trusts

Transfer of expenses

Clause 31 allows a qualifying unit trust to elect to transfer deductible
expenses it has incurred to another qualifying unit trust if it invests
in whole or in part in that second unit trust. The second unit trust will
be able to deduct the expenditure so transferred.

Some submitters recommend that we extend this rule to include

superannuation funds and category A group investment funds
investing either in unit trusts or other superannuation funds and

group investment funds. We consider it appropriate to extend the
rule to these situations, and recommend that clause 31 be amended

accordingly.

We also recommend that the bill require an agreement between the
two unit trusts before a transfer can occur. This is achieved by new
clause DI 3B(3) in clause 31 (as amended). The bill seems to assume

the two parties will reach agreement; but this is not explicit, and
could allow the first unit trust to make a unilateral transfer with no

consideration provided by the second. Requiring agreement will also
ensure that the second unit trust cannot reject the transfer.

Continuity

Clauses 97, 100 and 179 allow unit holders (shareholders) of a
qualifying unit trust to be treated as a 'notional single person' for the
purpose of the shareholder continuity rules. Provided a unit trust
continues to satisfy the new definition of 'qualifying unit trust', it
will be able to carry forward losses and imputation tax credits
without the need to incur the compliance costs associated with
tracking unit-holding changes to ensure continuity has not been
breached.

A number of submitters were concerned with the definition of 'qual-

ifying unit trust'. We recommend the definition in clause 178(25) be
changed to address the issues raised in these submissions. These
changes involve raising the investment threshold from 10 percent to
25 percent, allowing temporary holdings above the threshold,
allowing the unit trust to have a variety of investors, and ensuring
that trustees can obtain and rely on disclosure provided from the
unit-holders of any associated holdings.
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Imputation credit streaming

Clauses 105 and 235 remove an exposure to an imputation tax credit

streaming anti-avoidance rule for unit trusts during the period 1
April 1988 to 31 March 1996. We understand the situation arose

where unit trusts did not attach imputation tax credits on unit repur-

chases by unit trust managers. Such a repurchase would have given

rise to tax-exempt dividends for the managers during the relevant
period.

Attribution rule

Clauses 98 and 162 make amendments to the income 'attribution

rule', which aims to prevent employees from using a company, trust

or partnership between themselves and their employer to have their

income taxed at 33 percent, rather than the highest personal tax rate

of 39 percent. Some submitters express concern that in certain

circumstances tax could be paid at an effective marginal rate of 48

percent instead of 39 percent. This would arise when an amount

attributed from a company intermediary is then subsequently distrib-
uted as a dividend to a shareholder whose marginal tax rate is 39

percent. However, we understand this would affect only a small
number of high-income earners when a precise set of factors occur.

We do not recommend changes to the rule to counter this problem,

but recommend the issue be substantially addressed by not providing

the notional imputation credit to companies that are qualifying

cornpanies.

Interest deductibility

We agree with those submitters who proposed that the new interest

deductibility rule for companies apply retrospectively so as to

increase taxpayer certainty, and we recommend the appropriate
amendments.
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Appendix I

Committee process

The Taxation (Annual Rates, Taxpayer Assessment and Miscella-
neous Provisions) Bill was referred to the committee on 5 April

2001. The closing date for submissions was 11 May 2001. We

requested further submissions on proposed Ministerial amendments,
with a closing date of 6 June 2001. We received and considered 75
submissions from interested groups and individuals. We heard 23

submissions, which included holding hearings in Christchurch and

Auckland. Hearing of evidence took 12 hours 1 minute and consi-
deration took 4 hours 46 minutes.

Advice was received from the Inland Revenue Department and the

Treasury.

Committee membership

Mark Peck (Chairperson)

Hon Peter Dunne (Deputy Chairperson)

Clayton Cosgrove

David Cunliffe

Rod Donald

Hon Bill English

Rodney Hide

Luamanuvao Winnie Laban

Rt Hon Winston Peters

Dr the Hon Lockwood Smith

John Tamihere

John Wright

Annabel Young
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Illustration of contract and performance of services - inbound tourist operators

New Zealand Outside New Zealand

Agreement to

perfornn services

Payment
Inbound tourist

operator

Performance

of services

Overseas Tourist

Overseas travel

wholesaler

Payment

Illustration of contract and performance of services - educational institutions

New Zealand

School

Agreement to

perform services

Outside New Zealand

Payment

Performance

of services

Child

Parent
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Key to symbols used in reprinted bill

As reported from a select committee

Struck out (unanimous)

1 1

Subject to this Act, Text struck out unanimously

New (majority)

Subject to this Act,

New (unanimous)

Subject to this Act,

(Subject to this Act,)

Subject to this Act,

Text inserted by a majority

Text inserted unanimously

Words struck out unanimously

Words inserted unanimously

1 1

1 1

1 1

1 1
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Provisions) Bill

Title

Commencement

Government Bill

Part 1

Annual Rates of Income Tax for 2001-02

3 Rates of income tax for 2001-02

income year

Part 2

Amendments to Income Tax Act 1994

4 Income Tax Act 1994

5 New section BD 2A inserted

BD 2A Allowable deductions for

certain companies

6 Non-profit bodies and charities

exempt income

7 Exempt income-certain aircraft

operators

8 Land transactions

9 Meaning of term dividends
10 Exclusions from term dividends

11 Calculation and attribution of con-

trolled foreign company repatriation

12 Benefit from share option or

purchase schemes

13 Interpretation

14 Value of fringe benefit

15 Application of other provisions to

fringe benefit tax
16 Income from minerals, timber or

flax

17 Primary producer co-operative

companies
18 Calculation of actuarial reserves

19 Specified suspensory loans

20 Grant-related suspensory loans
21 Certain deductions not allowed-

rents, interest and premises

22 Section DF 2 replaced

DF 2 Contributions to employees'
benefit funds

23 Contributions to employees' super-
annuation schemes

24 Pensions payable to former

employees

Contents

25

26

27

28

29

30

30A

3OB

31

32

33

37
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34

35

36

38

39

Retiring allowances payable to

employees
Payments to employees or former

employees while on naval, military
or air service

Limitation on deduction for expen-

diture on specified types of
entertainment

Use of actual records to establish

business use proportion of motor
vehicle

Allowable deductions of building
societies

Deduction to Maori authorities for

donations to Maori associations

Expenditure incurred by superannu-
ation funds

Expenditure by group investment
fund

New sections DI 3B and DI 3C

inserted

DI 3B Expenditure by member
fund

DI 3C Calculation of deduction

allowed to master fund

Certain deductions not allowec

bad debts, share losses and

indemnities

Deduction from estate income of

irrecoverable book debts

Chatham Island dues

Patent expenses

Misappropriation by partner of

property entrusted to partnership

Misappropriation by employees and

other persons for the purposes of

business of taxpayer

Expenditure on scientific research
New sections DJ 9A and DJ 9B

inserted

DJ 9A Expenditure on research or
development
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DJ 9B Meaning of research or

development may be modi-

fied by Order in Council

Expenditure to prevent or combat

pollution of environment

Expenditure incurred in borrowing

money or obtaining lease

Expenditure on acquiring land
Cost of timber

Forestry business carried on by

company on land acquired partly

from Crown, partly from Maori

owners and partly from holding

company

Expenditure in respect of forestry

encouragement agreements under

Forestry Encouragement Act 1962

Treatment of petroleum nuning
exploration and development

expenditure

Companies engaged in exploring

for, searching for, or mining certain
minerals

Amounts from sale of mining

shares by companies

Companies holding shares in min-

ing companies

Expenditure on land improvements

used for farming or agriculture

Farmers' expenditure on tree

planting

Capitalisation of mortgage interest

Section EC 1 replaced

EC 1 Adjustment for change to
accounting method

Treatment of interest under Part VII

of Tax Administration Act 1994

Reassessments

Depreciation of depreciable prop-

city that can no longer be used
Additional depreciation in respect
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16 December 1991 and 1 April
1994

Supplementary depreciation allow-

ance for plant and machinery used
in 2 and 3 shift industries

Disposition of depreciable property

Post facto adjustment
Relationship with rest of Act

Relationship with rest of Act
Rules for non-market transactions

Relationship with rest of Act
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76A
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93

88
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Sale for no consideration or for

consideration less than market price

Adjustment in certain circumstances

Deposits to be allowed as deduction

General provisions as to refunds

Deposits to be allowed as deduction
Valuation elections, and limitations

on elections, for specified livestock
Valuation of bloodstock

Bloodstock used as a racehorse

Payments received for non-comi)li-

ance with covenant to repair

Sums received from sale of patent

rights

Payment for non-compliance with

covenant to repair

Timing of deduction for payment
made when restrictive covenant

breached

Depreciation deduction for assets

acquired by taxpayer from an asso-

ciated person before a certain date

Income derived from disposal of
trading stock together with other
assets of a business

Section FC 6 replaced
FC 6 Films

Floating rate of interest on
debentures

Share dealing
Revised assessments where assets

purchased and resold after deduc-

tion of payments under lease

Effect of specified lease on lessor
and lessee

Income of lessor under specified
lease

Purchase and sale of lease asset by

lessee or associated person

Part year accounts and part year net
income allocation

Special provisions relating to dispo-

sitions of property
Land

Leased assets

Depreciable property

Mining assets

Apportionment of interest
deductions

Treatment of specified leases and

interest expense
Mode of elections

Rule for calculating group excess
interest allocation amount
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Deduction for dividends paid on
certain preference shares

Attribution rule for personal
services

Attribution rule-calculation

Imputation-arrangement to obtain
a tax advantage

Sale of trading stock for inadequate
consideration

Distribution of trading stock to

shareholders of company

Leases for inadequate rent

Cross-border arrangements between
associated persons

New section GZ 2 inserted

GZ 2 Imputation-no arrangement

to obtain tax advantage

Returns, assessments and liability of

consolidated group
Taxable income to be calculated

generally as if group were single

company

Special partnerships

Group investment funds
Profits of mutual associations in

respect of transactions with
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Liability of electing shareholder for

income tax of company

Taxation of shareholders in qualify-
ing companies

Interpretation
Trustee income

Tax in respect of Maori Authorities
with more than 20 beneficiaries

Section HK 1 replaced
HK 1 Agent to make returns and be

assessed as principal

Rate and amount of tax payable by

agent

Liability of principal not affected

Agents to be personally liable for

payment of tax

Guardian of person under disability
to be agent

Liability of mortgagee in possession

Company deemed agent of deben-
ture holders

Modification of agency provisions

in respect of gross income from

company

Liability of agent of absentee prin-

cipal for returns and tax

Partner of absentee deemed agent

126 Master of ship deemed agent of
absentee owner

127 Tenant, mortgagor or other debtor

to be agent of absentee landlord,

mortgagee or other creditor
128 Person having disposal of income

deemed agent
129 Liability as agent of employer of

non-resident taxpayer and

employer's agent
130 Non-resident trader to be agent of

employees in New Zealand
131 Agents in New Zealand of princi-

pals resident abroad
132 Net losses may be offset against

future net income

133 Net losses may be used to pay

penalties
134 Losses of mining companies and

petroleum miners
135 Proportionate adjustment to rebates

on change of return date
136 Low income rebate

137 Rebate in certain cases for children

138 Transitional tax allowance

139 Rebate in certain cases for

housekeeper

140 Rebate for gifts of money
141 New section KD Al inserted

KD Al Calculation of tax credits

under this subpart

142 Rules for Part KD credit

143 Rules for family tax credit
144 Allowance of credit of tax in end of

year assessment

145 Rebate for interest on home vendor

mortgages

146 Rebate for savings in special farm,

fishing vessel and home ownership
accounts

147 Credit of tax for imputation credit
148 Credits in respect of tax paid in a

country or territory outside New
Zealand

149 Recovery of excess credit allowed

through not taking into account

refund of foreign tax
150 Foreign tax credits--controlled for-

eign companies
151 Dividend paid without deduction in

full of foreign tax
152 United Kingdom tax on dividends
153 Foreign tax credits of consolidated

group members

3



4

154

155

156

157

158

159

160

161

162

162A

162B

163

164

165

166

167

168

169

169A

169B

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

Tax deductions to be credited

against tax assessed

Resident withholding tax deductions

to be credited against income tax
assessed

Credit of tax for dividend withhold-

ing payment credit in hands of
shareholder

Interest paid in conduit financing

arrangements

Amount of provisional tax payable

Election to be a provisional

taxpayer

Terminal tax

Refund of excess tax

Credits arising to imputation credit
account

Debits arising to imputation credit
account

Further tax payable where end of

year debit balance or when com-

pany ceases to be imputation credit

account company

Determinations by Commissioner as

to credits and debits arising to poli-

cyholder credit account

Determinations by Commissioner as

to credits and debits arising to

imputation credit account
Use of credit to reduce dividend

withholding payment, or use of

debit to satisfy income tax liability

Determinations by Commissioner as

to credits and debits arising to

branch equivalent tax account

Use of consolidated group credit to

reduce dividend withholding pay-

ment or use of group or individual
debit to reduce income tax

Determinations by Commissioner as

to credits and debits arising to divi-

dend withholding payment credit
account

Correction by Commissioner of
credits and debits

New sections MZ 5 and MZ 6

inserted

MZ 5 Application of excess tax to
nil period

MZ 6 Application of excess tax for

2001-02 income year

New section MZ 7 inserted

MZ 7 Application of allocation
debit rules to certain

dividends

187

188

189

190

191

170 Payment of tax deductions to
Commissioner

171 Assessment and payment of tax
172 Payment of fringe benefit tax-final

quarter of income year
173 Payment of deductions of resident

withholding tax to Commissioner
174 Certificates of exemption
175 Payment of deductions of non-resi-

dent withholding tax to
Commissioner

176 Payment and recovery of dividend

withholding payment etc
177 Dividend withholding payments and

consolidated groups
178 Definitions

179 Modifications to measurement of

voting and market value interests in

case of continuity provisions
180 Further definitions of associated

persons

181 Commission agency contracts per-
formed out of New Zealand

182 References to particular regimes in
former Act. etc

183 Consequential changes to sections

resulting from taxpayer assessment

Part 3

Amendments to Tax Administration

Act 1994

184 Tax Administration Act 1994

185 Interpretation
186 Taxpayer's tax obligations
186A New section 32D inserted

32D Disclosure requirements for

purpose of continuity provi-

sions and qualifying unit
trusts

Section 33 replaced

33 Annual returns of income by

taxpayers

Annual income tax returns not

required

Consequential adjustments on

change in return date

Returns by person claiming house-

keeper or charitable rebates

Section 43 replaced
43 Income tax returns and

assessments by executors or
administrators



193

209

210

211

200

201

192

193A

194

197

205

206

207

208

203

204

195

196

198

199

202

202A

212

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

Commissioner may in certain cases

demand special returns and make
special assessments

Special returns for financial

an·angements

Income statement deemed return

Income statement deemed general
assessment

Deemed matters

Notices of proposed adjustment

required to be issued by
Commissioner

Taxpayers and others with standing

may issue notices of proposed
adjustment

New section 89DA inserted

89DA Taxpayer may issue notice

of proposed adjustment for

taxpayer assessment

Determinations in relation to finan-

cial arrangements
Notification of determinations

Determinations in relation to appor-
tionment of interest costs

Section 92 replaced

92 Taxpayer assessment

New section 92AA inserted

92AA Commissioner assessment

for taxpayers allowed rebates
under Part KD of Income Tax

Act 1994

Basic rates of income tax

Assessments and determinations

made by electronic means
Reassessment for income tax where

return date between 31 March and

1 October

Time bar for amendment of assess-

ment of taxable income, income tax

liability and tax payable under
Income Tax Act 1994

Commissioner to give notice of

assessment to taxpayer

Commissioner to make determina-

tion of life insurer's policyholder's
loss

Validity of assessments not affected

by failure to comply with Inland
Revenue Acts

Determination of claims for foreign
tax credits

Notice of foreign tax credit determi-
nation to taxpayer

Evidence of foreign tax credit
determination

216

217

218

219

220

221

222

223

225

226

212A

213

213A

214

215

224

224A

Definitions

Liability to pay interest

Interest on tax overpaid

Objections to determinations

Application of this Part to objec-

tions to foreign tax credit
detern:linations

Certain rights of challenge not
conferred

Obligation to pay tax during
challenge
Tax shortfalls

New due date for payment of tax
that is not a penalty

Deduction of tax from payments
due to defaulters

Recovery of refund due to excess
tax credits allowed

Tax paid in excess may be set off

against additional tax when assess-
ment reopened

Power of Commissioner in respect
of small amounts of refunds or tax

payable

Relief in cases of serious hardship

Discretion to grant relief in cases of

financial hardship
Obligation to pay tax on foreign
investment fund income able to be

suspended
Consequential changes to sections

resulting from taxpayer assessment

Part 4

Amendments to other Inland

Revenue Acts

Amendments to Goods and Services Tax Act

1985

227 Goods and Services Tax Act 1985

227A Meaning of term supply

227B Value of supply of goods and
services

228 Zero-rating of goods
228A Zero-rating

Amendments to Estate and Gift Duties
Act 1968

229 Estate and Gift Duties Act 1968

230 Exemption for gifts of financial

arrangements under accrual rules in
Income Tax Act 1994 (Part EH,

Division 2)

231 Exemption for gifts of financial

arrangements under accrual rules in
Income Tax Act 1994 (Part EH,

Division 1)

5



1

6

2

Cl 1

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

232 Exemption for gifts of financial

arrangements under accrual rules in
Income Tax Act 1976

233 Application of Parts IVA and VIIIA
of Tax Administration Act 1994

Amendments to Income Tax Act 1976

234 Income Tax Act 1976

234A Allocation rules for imputation
credits

235 New section 394ZGA inserted

394ZGA Imputation-no arrange-

ment to obtain tax advantage

235A Refund of excess tax

235B New section 409A inserted

409A Application of excess tax to
nil period

235C Interest on tax overpaid

235D Interest on tax overpaid

Amendments to Student Loan Scheme

Act 1992

236 Student Loan Scheme Act 1992

237 Sections 21, 33, 34. 36 to 39,41 to

44. 63. 79, 80. 92, 106 to 111, 113

and 114 of the Tax Administration

Act 1994 and sections IB 1, IB 4

and KB 2 of the Income Tax Act

1994 (which relates to returns and

assessments) to apply
238 Interim repayments to be paid in

same manner as provisional tax

Amendments to Child Support Act 1991

239 Child Support Act 1991
240 Basic amount of child support

payable

24OA Meaning of term living allowance
241 Nil assessment of taxable income

242 Application of assessments under
Income Tax Act 1976

243 Commissioner may take overseas
taxable income into account

244 Reconciliation of estimated and

actual taxable income after end of

child support year

Amendments to Gaming Duties Act 1971

245 Gaming Duties Act 1971
246 Assessment of duty
247 Application of Parts IVA and VILIA

of Tax Administration Act 1994

248 Recovery of duty

Amendments to Taxation (GST and

Miscellaneous Provisions) Act 2000

249 Taxation (GST and Miscellaneous

Provisions) Act 2000

Amendinents to Taxation (Beneficiary
Income of Minors, Services-Related

Payments and Remedial Matters) Act 2001

250 Taxation (Beneficiary Income of

Minors. Services-Related Payments
and Remedial Matters) Act 2001

The Parliament of New Zealand enacts as follows:

Title

This Act is the Taxation (Annual Rates, Taxpayer Assessment
and Miscellaneous Provisions) Act 2001.

Commencement

This Act comes into force on the date on which it receives the 5

Royal assent.
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6

(1)

3

(1)

(2)

(2)

(3)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 6

Part 1

Annual Rates of Income Tax for 2001-02

Rates of income tax for 2001-02 income year

Income tax imposed by section BB 1 of the Income Tax Act

1994 must, for the 2001-02 income year, be paid at the basic 5

rates specified in Schedule 1 of that Act.

The Taxation (Annual Rates of Income Tax 2000-2001) Act

2000 is repealed.

Part 2

Amendments to Income Tax Act 1994

Income Tax Act 1994

This Part amends the Income Tax Act 19941.

1 1994 No 164

5 New section BD 2A inserted

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

"BD 2A Allowable deductions for certain companies 15

Despite section BD 2(2)(b), a company's expenditure on

interest may be an allowable deduction under section DD 1(3)."

(2) Subsection (1) applies to the (2001-02) 1997-98 and subse-
quent income years.

Non-profit bodies and charities exempt income 20

In section CB 4(1)(d), "or paragraph (e); and for this purpose

the Commissioner shall have regard" is replaced by "or para-

graph (e) having regard .

In section CB 4(1)(e), the first proviso is replaced by:

"Provided that if the charitable purposes are not limited to 25

New Zealand, the amount is apportioned in a fair and reasona-

ble manner between the charitable purposes that are within

New Zealand and the like purposes that are outside New

Zealand, with the result that only a part of the amount is
"

exempt income: . 30

Subsection (4) amends section CB 4(1)(e) as it was before the
enactment of section 10 of the Taxation (Core Provisions) Act
1996.

7

10



8

7

(1)

Part 2 cl 6

(4)

(5)

(6)

(2)

8

(1)

(2)

(3)

(4)

(5)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

In section CB 4(1)(e), in subparagraph (viii) of the second
proviso, "within the meaning of the Trustee Companies Act
1967 " is omitted.

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years. 5

Subsection (4) applies to the 1995-96 and 1996-97 income

years.

Exempt income--certain aircraft operators

In section CB 14(1), "the Commissioner may treat that

amount as" is replaced by "that amount is treated as being". 10

Subsection (1) applies to the 2002-03 and subsequent income

years.

Land transactions

In section CD 1(2)(e)(iii), "In the opinion of the Commis-
sioner is omitted. 15

In section CD 1 (3), the portion following paragraph (b) is

replaced by:

"unless, in either case, the taxpayer engaged in the acquisition

or erection of the business premises or dwelling houses, and

the subsequent sale or disposition of the business premises or 20

dwelling houses, to the extent that a regular pattern of such

transactions has emerged, in which case an amount derived
from the sale or disposition is treated as an amount to which

subsection (2)(a), (2)(b), (2)(c) or (2)(d) applies."

Section CD 1 (7)(b) is replaced by: 25

"(b) the area and nature of the land mean that it is capable of

being worked as an economic unit that is a farming or

agricultural business; and".

In section CD 1 (7)(c), "the Commissioner is satisfied, after, if

the Commissioner considers it necessary, consultation with 30

the Director-General of Agriculture and Fisheries or any other

person, that that land was" is replaced by "that land should be

regarded as".

Subsections (1) to (4) apply to the 2002-03 and subsequent

income years. 35



(3)

9

(1)

(2)

(3)

(4)

(5)

(6)

(7)

10

(1)

(4)

11

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 11

Meaning of term dividends

In section CF 2(5)(a), "price or true" is omitted.

Section CF 2(5)(b) is repealed.

In section CF 2(5)(c), "the Commissioner determines" is
omitted. 5

In section CF 2(8)(a)(i), "any determination of net loss or net
loss carried forward of shareholder," is omitted.

In section CF 2(17)(d), ", any determination of net loss or net

loss carried forward of any person, is omitted.

Subsections (1), (3), (4) and (5) apply to the 2002-03 and subse- 10

quent income years.

Subsection (2) applies on the first day of the 2002-03 income

year.

Exclusions from term dividends

Struck out (unanimous)

After section CF 3(1)(10, the following is inserted: 15

'(1) if sections DI 38 and DI 3C apply, the part of a distribution

to a unit holder (being a first qualifying unit trust) in an

income year that is for expenditure deducted by the

second qualifying unit trust in that income year."
1

(2) In section CF 3(14), in paragraph (b) of the definition of 20
widely-held trust, "where the Commissioner is satisfied

that" is replaced by "if".

Struck out (unanimous)

Subsection (1) applies to the 2001-02 and subsequent income

years.

Subsection (2) applies to the 2002-03 and subsequent income 25
years.

Calculation and attribution of controlled foreign
company repatriation

In section CG 8(8)(c)(i), "should" is replaced by "may".

9



10

12

(1)

Part 2 cl 11

(2)

"(3)

(2)

(3)

13

(1)

(2)

14

(1)

(2)

(3)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

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

Benefit from share option or purchase schemes

In section CH 2(3)-

(a) the words before paragraph (a) are replaced by: 5

In determining the value of a benefit in accordance with this

section, the effect of any restrictive provisions, contained in
the agreement which confers the benefit, as to the alienation or
transfer of shares is not to be taken into account, unless-":

(b) in paragraph (b), "of this proviso" is omitted: 10

(c) in the second proviso, "also" is omitted:

(d) in the fourth proviso, "the first proviso to" is omitted.

Section CH 2(4)(a)(i) is replaced by:

"(i) the value of the benefit has been determined with-

out taking into account any restrictive provisions 15

referred to in subsection (3) and the taxpayer

subsequently disposes of any of the shares at a

time when the restrictive provisions still apply;
9.

or .

Subsections (1) and (2) apply to the 2002-03 and subsequent 20

income years.

Interpretation

In section CI 2(5)(d), "The Commissioner is satisfied that

either" is replaced by "Either".

Subsection (1) applies to the 2002-03 and subsequent income 25
years.

Value of fringe benefit

In section CI 3(5), in the words following paragraph (b),

"with the approval of the Commissioner" is omitted.

In section CI 3(11), where it first appears, "the Commissioner 30
determines" is omitted.

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.



15

(1)

(2)

16

(1)

(2)

17

(1)

(2)

(3)

18

(1)

(2)

19

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 19

Application of other provisions to fringe benefit tax
"anIn section CI 8, a year of assessment" is replaced by

income year .

Subsection (1) applies to the 2002-03 and subsequent income
years. 5

Income from minerals, timber or flax

Section CJ 1(2)(d) and CJ 1 (2)(e) are replaced by:

"(d) the part of the consideration attributable to the timber,

including the amount determined under section FB 4,

GD 1 or GD 2, is to be treated as the consideration paid 10
for the timber; and

"(e) the amount of consideration under paragraph (d) is treated

as-

"(i) gross income of the person selling or otherwise
disposing of the land; and 15

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

Subsection (1) applies to the 2002-03 and subsequent income

years.

Primary producer co-operative companies 20

In section CK 3(1), "the Commissioner considers to be equi-

table" is replaced by "is reasonable".

In section CK 3(2), "the Commissioner considers to be" is

replaced by "is".

Subsections (1) and (2) apply to the 2002-03 and subsequent 25

income years.

Calculation of actuarial reserves

In section CM 8(3), "assessments of the taxable income and

the income tax liability of, and the terminal tax payable by," is

replaced by "an assessment in respect of". 30

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

Specified suspensory loans

In section DC 2(1), in the proviso, ", if the taxpayer elects by
notice in accordance with subsection (3) (which election shall, 35

11



21

(2)

(3)

Part 2 cl 19

(4)

(5)

20

(1)

(2)

(1)

(2)

12

"(2)

"(3)

"(4)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

subject to subsection (4), be irrevocable) be entitled to" is
omitted.

Section DC 2(2) and DC 2(3) is repealed.

In section DC 2(4), "determined by the Commissioner to be"
is replaced by 'treated as". 5

Subsections (1) and (3) apply to the 2002-03 and subsequent

income years.

Subsection (2) applies on the first day of the 2002-03 income

year.

Grant-related suspensory loans 10
In section DC 3(3), "the Commissioner shall have regard to"

is replaced by "regard must be had to".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Certain deductions not allowed-rents, interest and 15

premises

Section DD 1 (a) is replaced by:

"(a) rent of a dwelling house or domestic office, except to

the extent that the dwelling house or office is used to

derive the taxpayer's gross income: . 20

In section DD 1, the following is added as subsections (2) to

(4):

Interest that is payable in the situation described in subsection

(1)(b)(iii) is an allowable deduction of a company despite
section BD 2(2)(b). 25

Subject to section DB 1(1)(e) and despite subsection (1)(b),

expenditure (for) 911 interest is an allowable deduction of a
company.

In subsection (3»

Struck out (unanimous)

1 1

"a company does not include a qualifying company or a 30
company that derives exempt income, unless all of the exempt
income is from dividends



Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

New (unanimous)

Part 2 cl 22

"a company does not include-

"(a) a qualifying company; or
"(b) a company, not within a wholly-owned group of com-

panies, that derives exempt income, unless all of the
exempt income is one or more of the following: 5
"(i) dividends; or

"(ii) income exempted under section CB 15; or
"(iii) income exempted under either section CB 9(c) or

CB 9(ca) that is ancillary to the company' s busi-

ness of breeding; or 10

"(c) a company within a wholly-owned group of companies

if one or more companies within the group derives

exempt income, unless all of the exempt income is one
or more of the following:
"(i) dividends; or 15

"(ii) income exempted under section CB 15; or
"(iii) income exempted under either section CB 9(c) or

CB 9(ca) that is ancillary to the company' s busi-

ness of breeding: or

"(d) a non-resident company, except to the extent that the 20

company incurs expenditure on interest in the course of

carrying on a business through a fixed establishment in
New Zealand

"interest includes (an) expenditure incurred under the accrual
rules." 25

(3) Subsection (1) applies to the 2002-03 and subsequent income

years.

(4 ) lin subsection (2), new section DD 1(2)) Subsection (2) applies to the

1997-98 and subsequent income years.

Struck out (unanimous)

1 1

(5) In subsection (2), new section DD 1(3) and DD 1(4) apply to the 30
2001-02 and subsequent income years.

I

22 Section DF 2 replaced
(1) Section DF 2 is replaced by:

13

1 1

1 1



Part 2 cl 22

23

(1)

(2)

24

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

"DF 2 Contributions to employees' benefit funds

An employer is allowed a deduction (of) for an amount set

aside or paid by the employer as, or to, a fund that is not a
superannuation scheme, to provide individual personal bene-
fits to employees of the employer only if the fund is estab- 5
lished or the payment is made in a manner that fully secures
the rights of the employees to receive the benefits.

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

.(1)

(3)

14

(2)

"(3)

Contributions to employees' superannuation schemes 10
In section DF 3(4), "bona fide" is omitted.

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

Pensions payable to former employees

In section DF 4(1), the portion before paragraph (a) is 15
replaced by:

In an income year, a deduction is allowed to a taxpayer in

respect of an amount (being an amount that is not allowed as a
deduction under any other section of this Act and which is
reasonable in the particular circumstances of the case), if the 20
taxpayer carries on a business and the amount is paid by the
taxpayer in that income year by way of a pension to a former
employee of the taxpayer in that business, or to the surviving
spouse of the employee, in consideration of the past services
of that employee in that business of the taxpayer, where sub- 25
ject to section FF 17:".

In section DF 4(2), the proviso is replaced by:

Despite subsection (2), if the employee was employed as a
bona fide employee by the company, a deduction is allowed
under subsection (1) of that part of the amount paid by way of 30
pension that would have been granted by the company in
similar circumstances if the employee or a relative of the
employee were not, or had not been, a shareholder in the
company."

Subsections (1) and (2) apply to the 2002-03 and subsequent 35
income years.



26

25

(1)

(2)

(1)

(2)

27

28

(1)

(2)

(1)

(2)

29

(1)

(2)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 30

Retiring allowances payable to employees

In section DF 5(1), "The Commissioner may, in any income
year, allow a deduction" is replaced by "In an income year, a
deduction is allowed".

Subsection (1) applies to the 2002-03 and subsequent income 5
years.

Payments to employees or former employees while on
naval, military or air service

In section DF 6(1), "The Commissioner may allow as a
deduction to an employer" is replaced by "A deduction is 10
allowed to an employer in respect of".

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

Limitation on deduction for expenditure on specified
types of entertainment 15
In section DG 1(4), the second sentence is omitted.

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

Use of actual records to establish business use

proportion of motor vehicle 20
In section DH 2(1), "to the satisfaction of the Commissioner"
is omitted.

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

Allowable deductions of building societies 25
In section DI 1(1), "the Commissioner shall allow a deduc-
tion" is replaced by ", a deduction is allowed".

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

30 Deduction to Maori authorities for donations to Maori 30

associations

(1) In section DI 2, "The Commissioner may allow a deduction"
is replaced by "A deduction is allowed".

15



(2)

3OB

(1)

Part 2 cl 30

(2)

16

31

(1)

3OA

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

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

New (unanimous)

Expenditure incurred by superannuation funds
In section DI 3(2)(c), "on the day on which" is replaced by
"in the same income year in which . 5

Subsection (1) applies to the 2001-02 and subsequent income
years.

Expenditure by group investment fund
In section DI 3A(2), "on the date on which" is replaced by "in
the same income year in which". 10

Subsection (1) applies to the 2001-02 and subsequent income
years.

New sections DI 3B and DI 3C inserted

After section DI 3A, the following is inserted:

Struck out (unanimous)

"DI 3B Expenditure by qualifying unit trust 15
"(1) This section applies if a qualifying unit trust (referred to in

this section and section DI 3C as the first qualifying unit trust)

invests, in whole or in part, in another qualifying unit trust
(referred to in this section and section 01 3C as the second

qualifying unit trust), and the first qualifying unit trust incurs 20
expenditure that is-

"(a) allowed as a deduction under section BD 2:

"(b) used for developing, marketing, selling, promoting or
advertising for investment by unit holders or in respect
of management of the qualifying unit trust, not being- 25
"(i) expenditure incurred in acquiring plant, machin-

ery, equipment, land or buildings; or
"(ii) expenditure that is not gross income of the

recipient.

1 1

1



Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 31

Struck out (unanimous)

1 1

"(2) The first qualifying unit trust may elect that the expenditure be
treated as if it were expenditure incurred by the second quali-

fying unit trust in deriving gross income.

"(3) The first qualifying unit trust makes an election by giving
notice to the Commissioner within the time that that qualify- 5
ing unit trust must furnish a return of income for the income

year in which the expenditure is incurred.

"(4) The expenditure incurred is allowed as a deduction to the
second qualifying unit trust and is treated as having been

incurred on the date on which it was incurred by the first 10

qualifying unit trust.

"(5) The expenditure allowed as a deduction to the second qualify-
ing unit trust is treated as not having been incurred by the first

qualifying unit trust.

"DI 3C Calculation of deduction allowed to unit trust 15

"(1) The expenditure allowed as a deduction to a second qualifying
unit trust under section DI 38 must not be more than the deduc-

tion balance, calculated using the formula:

"taxable income - non-resident withholding income
where- 20

"taxable is the amount that would, but for this section
income and section DI 38, be the second qualifying

unit trust' s taxable income for the year in
which the expenditure was incurred; and

"non-resident is the sum of all amounts of non-resident 25

withholding withholding income of any of the kinds to
income which section NG 4 applies derived by the

second qualifying unit trust in the year in
which the expenditure was incurred.

"(2) If the deduction balance in the income year in which the 30

expenditure is incurred is less than the expenditure incurred,

the expenditure not deducted by the second qualifying unit

trust may be carried forward by the first qualifying unit trust to
the next income year.

"(3) If the deduction balance in the next income year is more, in 35

whole or in part, than the expenditure carried forward under

17
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Struck out (unanimous)

subsection (2), the first qualifying unit trust may elect that the
expenditure be treated as having being incurred by the second
qualifying unit trust in gaining or producing gross income in
the next income year to the extent of the deduction balance.

If the deduction balance in a later income year is less than the 5
expenditure carried forward, the expenditure not deducted
may be carried forward to later income years until all of the
expenditure is deducted.

If the deduction balance is more, in whole or in part, than the
expenditure carried forward in accordance with subsection (4), 10

the first qualifying unit trust may elect that the expenditure be
treated as having been incurred by the second qualifying unit
trust in gaining or producing gross income in the income year
of election.

If expenditure incurred in one or more income years is carried 15
forward under either subsection (2) or subsection (4) and an elec-

tion is made by the first qualifying unit trust to treat the
expenditure as having been incurred by the second qualifying
unit trust, the expenditure must be deducted sequentially in
accordance with the income years in which the expenditure 20
was incurred by the first qualifying unit trust.

Subsection (1) applies if the first qualifying unit trust makes an
election under subsection (3) or subsection (5).

Subsections (2) to (7) apply only if the first qualifying unit trust

has its funds invested, in whole or in part, in the second 25
qualifying unit trust, at all times between the date on which
the first qualifying unit trust incurs the expenditure and the
date on which the expenditure is deducted from the second
qualifying unit trust's gross income."

New (unanimous)

"DI 3B Expenditure by member fund 30
"(1) This section applies if a member fund invests, in whole or in

part, in a master fund, and the member fund incurs expendi-
ture that is allowed as a deduction under section BD 2 other

than--

1 1

1 1
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"(a) expenditure that is revenue account property; and
"(b) expenditure on a financial arrangement, other than a

financial arrangement that is denominated in New
Zealand dollars and for which expenditure is allocated
using the yield to maturity method set out in Part EH. 5

(2) A member fund may transfer expenditure only to the extent
that it has a net loss, calculated as if this section did not apply,
in an income year.

"(3) The member fund and the master fund must agree that the
expenditure incurred by the member fund be trans ferred to the 10
master fund.

"(4) If the member fund is a group investment fund that derives
category A income, only expenditure that relates to the cate-
gory A income may be transferred.

(5) Expenditure transferred is treated as if it were expenditure 15
incurred-

"(a) by the master fund in deriving gross income; and
"(b) in the income year in which it is transferred by the

member fund.

"(6) Expenditure transferred is treated as not having been incurred 20
by the member fund.

"(7) If the member fund incurs more expenditure than both funds
agree can be transferred, the member fund may carry forward
the expenditure for transfer in a later income year.

"(8) If a member fund carries forward expenditure in an income 25
year, the member fund may treat all or part of the expenditure
as an available net loss.

6. (9) In the income year in which a member fund stops investing in
a master fund, neither the master fund nor the member fund

may deduct expenditure that would otherwise be transferable, 30
and the member fund must treat the expenditure as an avail-
able net loss.

19

1 1

1 1
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New (unanimous)

"DI 3C Calculation of deduction allowed to master fund

"(1) The master fund may not deduct more than the result of the
formula:

"taxable income-non-resident withholding income

where- 5

"taxable

income

"(2)

"(3)

"(4)

(2)

32

(1)

(2)

20

is the amount that would, but for this

section and section DI 38, be the master

fund' s taxable income for the year in which

the expenditure is transferred by the mem-
ber fund; and 10

non-resident is the sum of all amounts of non-resident

withholding withholding income of any of the kinds to
income which section NG 4 applies derived by the

master fund in the year in which the expen-
diture was incurred. 15

A master fund that is a group investment fund that derives

category A income may deduct expenditure only in respect of

its category A income.

If, after the date on which the master fund has filed its return

of income, the master fund is able to deduct more than the 20

amount actually deducted, the Commissioner may allow a

member fund to transfer expenditure to the extent of the
difference after the return of income has been filed.

This section applies only if the member fund has its funds
invested, in whole or in part, in the master fund, at all times 25

between when the member fund incurs the expenditure and

the last day of the income year in which the expenditure is

deducted by the master fund."

Subsection (1) applies to the 2001-02 and subsequent income

years.

Certain deductions not allowed-bad debts, share losses
and indemnities

In section DJ 1 (a)(iii), "proved to the satisfaction of the Com-
missioner to have been" is omitted.

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

30

35

1 1

1
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(1)

(2)
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(1)

(2)

(3)

36

(1)

(2)
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Deduction from estate income of irrecoverable book

debts

In section DJ 2, "proved to the satisfaction of the Commis-

sioner to be irrecoverable and to have been" is replaced by
"irrecoverable and has been". 5

Subsection (1) applies to the 2002-03 and subsequent income

years.

Chatham Island dues

In section DJ 3(1), "The Commissioner may in any income
year allow a deduction" is replaced by "In an income year, a 10
deduction is allowed".

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

Patent expenses

In section DJ 6(1), "The Commissioner may allow a taxpayer 15

such deduction as the Commissioner thinks fit for any income
"

year is replaced by "In an income year, a taxpayer is allowed
a deduction".

In section DJ 6(2), "the Commissioner may allow such deduc-
tion as the Commissioner thinks fit" is replaced by "a deduc- 20
tion is allowed".

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Misappropriation by partner of property entrusted to
partnership 25

In section DJ 7, "the Commissioner may, where the Commis-
sioner is satisfied that the taxpayer was under a legal liability
to make good that loss, allow a deduction in respect of the
payment so made in the income year in which the payment

was made" is replaced by "the taxpayer is allowed a deduc- 30

tion for the payment in the income year in which the payment

is made if the taxpayer is under a legal liability to make good
that loss".

Subsection (1) applies to the 2002-03 and subsequent income

years. 35

21
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Misappropriation by employees and other persons for

the purposes of business of taxpayer

In section DJ 8(1), "the Commissioner may, in the year in
which the loss is ascertained, or in such one or more earlier

years as the Commissioner considers equitable in the circum- 5
stances, allow a deduction for the amount of that loss" is

replaced by "the taxpayer is allowed a deduction for the

amount of the loss in the year in which the loss is ascertained,

or in such one or more earlier years as the Commissioner

considers equitable in the circumstances". 10

Subsection (1) applies to the 2002-03 and subsequent income

years.

Expenditure on scientific research
In section DJ 9(1), the portion before paragraph (a) is replaced

by "In an income year, a taxpayer is allowed a deduction-". 15

In section DJ 9(1)(a), "Allow such deduction as the Commis-

sioner thinks fit in" is replaced by "in".

In section DJ 9(1)(b), "allow such deduction" is replaced by
" for such amount".

Section DJ 9(2) is replaced by: 20

Despite subsection (1)(b), a deduction is not allowed if the

Commissioner considers that incomplete and unsatisfactory

accounts have been kept by or on behalf of the taxpayer."

Subsections (1) to (4) apply to the 2002-03 and subsequent

income years. 25

39 New sections DJ 9A and DJ 9B inserted

(1) After section DJ 9, the following is inserted:

"DJ 9A Expenditure on research or development

"(1) For the purpose of section BD 2(2)(e), a taxpayer who incurs

expenditure on research or development is treated as not hav- 30

ing incurred expenditure of a capital nature if the taxpayer
recognises the expenditure as an expense for financial report-
ing purposes under either paragraph 5.1 or paragraph 5.2 of
Financial Reporting Standard No 13 1995 (Accounting for
Research and Development Activities). 35

"(2) For the purpose of section BD 2(2)(e), a taxpayer who incurs

expenditure on development is treated as not having incurred
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expenditure of a capital nature if the taxpayer does not
recognise the expenditure as an asset for financial reporting
purposes as a result of applying paragraph 5.4 of Financial
Reporting Standard No 13 1995 (Accounting for Research
and Development Activities). 5

Struck out (unanimous)

1 1

"(3) Under subsections (1) and (2), the research or development must

be carried out by the taxpayer or by a person on the taxpayer' s
behalf.

"(4) Subsections (1) and (2) only apply if a taxpayer applies Finan-

cial Reporting Standard No 13 1995 as if paragraph 2.3 (relat- 10
ing to materiality) did not apply.

New (unanimous)

"(3) For the purpose of section BD 2(2)(e), a taxpayer who incurs
expenditure on research or development is treated as not hav-

ing incurred expenditure of a capital nature if the taxpayer' s
total expenditure on research and development in respect of an 15
income year is $10,000 or less and the taxpayer-
"(a) has not treated the expenditure as material, as described

in paragraph 2.3 of Financial Reporting Standard No 13
1995; and

"(b) has recognised the expenditure as an expense for finan- 20

cial reporting purposes.

"(4) Subsections (1) and (2) apply only if a taxpayer-

"(a) applies Financial Reporting Standard No 13 1995 as if
paragraph 2.3 (relating to materiality) did not apply; or

"(b) applies Financial Reporting Standard No 13 1995 and 25

adjusts the expenditure in their return of income to

reflect that paragraph 2.3 (relating to materiality) has

not been applied in their return.

"(5) If expenditure to which subsection (1) or (2) applies is incurred

in devising an invention that is patented, the expenditure is not 30

treated as part of the cost of revenue account property for the
purpose of section EF 2.

23

1 1

1 1
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Subsections (1) (and (2)), (2) and (3) do not apply to expenditure

incurred on property that is used in carrying out research or
development, not being property that is created from research

or development, if the property is one of the following types:
"(a) property for which a deduction for depreciation is 5

allowed:

"(b) property the cost of which is allowed as a deduction by
way of amortisation under another provision of this
Act:

"(c) land: 10

"(d) intangible property, other than depreciable intangible

property:

"(e) property that a taxpayer elects under section EG 16A to

treat as not depreciable.

A taxpayer may (give notice to the Commissioner,) return 15

gross income and expenditure in the taxpayer' s return of

income, on the basis that this section does not apply to expen-

diture incurred on research or development in the income year
to which the return relates.

In this section and section DJ 98, research and development 20

have the meanings set out in paragraphs 4.1 and 4.2 of Finan-

cial Reporting Standard No 13 1995, as interpreted by

paragraphs 4.3 to 4.7 of the financial reporting standard.

New (unanimous)

"(9) In this section, Financial Reporting Standard No 13 1995

(Accounting for Research and Development Activities) 25

means the standard approved under the Financial Reporting

Act 1993, or an equivalent standard issued in its place, that

applies in the income year in which the expenditure is
incurred.

"DJ 9B Meaning of research or development may be modified 30

by Order in Council

The Governor-General may, by Order in Council, specify-
"(a) a type of expenditure that is not expenditure on research

or development for the purpose of section DJ 9A:
"(b) an activity that is neither research nor development for 35

the purpose of section DJ 9A:

1 1

1 1
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"(c) the date from which the expenditure or the activity is
excluded from being research or development."

(2) Subsection (1) applies to the 2001-02 and subsequent income
years.

40 Expenditure to prevent or combat pollution of 5
environment

(1) In section DJ 10(1)-

(a) "Subject to this section, where the Commissioner is
satisfied that any" is replaced by "If a":

(b) "the Commissioner shall allow a deduction to the tax- 10

payer" is replaced by "the taxpayer is allowed a
deduction".

(2) In the proviso to section DJ 10(2)-

(a) "the Commissioner may re-allocate" is omitted:

(b) "may be reallocated" is inserted after "this section". 15

(3) Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

41 Expenditure incurred in borrowing money or obtaining
lease

(1) In section DJ 11- 20

(a) "The Commissioner may allow such deduction as the
Commissioner thinks fit" is replaced by "A taxpayer is
allowed a deduction":

(b) "a taxpayer" is replaced by "the taxpayer .

(2) Subsection (1) applies to the 2002-03 and subsequent income 25
years.

42 Expenditure on acquiring land

(1) Section DJ 14(4) is replaced by:

"(4) If an amount derived from the disposition of land is gross

income of a person under section CD 1, and the land is 30

acquired together with other property, the cost of acquisition

must be apportioned between the land and the other property."

(2) Subsection (1) applies to the 2002-03 and subsequent income

years.

25
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43 Cost of timber

(1) Section DL 1(11) is replaced by:
- (11) If a taxpayer furnishes a return of income in respect of an

income year in which the taxpayer incurred expenditure

which may at any time form part of the cost of timber under 5
this section, the Commissioner must-

"(a) determine the amount of that expenditure in accordance

with the provisions of this Act; and
"(b) give notice to the taxpayer of the amount of expenditure

determined." 10

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

Forestry business carried on by company on land

acquired partly from Crown, partly from Maori owners

and partly from holding company 15

In section DL 5(1)(b), "then, for the purpose of assessing that

company for income tax," is omitted.

Section DL 5(1)(d)(ii) is replaced by:

"(ii) despite subparagraph (i), the part of the consi-
deration attributable to the timber must, in this 20

paragraph, be treated as the consideration paid
for the timber; and".

In section DL 5(1)(d)(iii), "assessing the forestry company for

income tax" is replaced by "making an income tax assess-
"

ment in respect of the forestry company . 25

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years.

Expenditure in respect of forestry encouragement

agreements under Forestry Encouragement Act 1962

In section DL 6(1), the words before paragraph (a) are 30

replaced by:

In an income year, a taxpayer is allowed a deduction for-".

Subsection (1) applies to the 2002-03 and subsequent income

years.
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Treatment of petroleum mining exploration and

development expenditure

In the proviso to section DM 1 (7), "it appears to the Commis-
sioner that" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income 5
years.

Companies engaged in exploring for, searching for, or

mining certain minerals

In section DN 1(1), "in respect of which the Commissioner is

satisfied" is replaced by "if". 10

In section DN 1 ( 1 )(a) and DN 1(1)(b), "that" is omitted in the

first place where it occurs.

In section DN 1 (5), "the Commissioner may, subject to sub-
section (10), allow" is replaced by "the company is, subject to
subsection (10), allowed". 15

In section DN 1 (6)(a), "The Commissioner may, if that com-
pany makes an election in that behalf, allow" is replaced by

the company is allowed".

In section DN 1(8)(a), "such amount as the Commissioner

determines, in such manner as the Commissioner thinks fit, 20

was the value" is replaced by "the market value".

In section DN 1(8)(c)-

(a) "the Commissioner from allowing" is omitted:
(b) "as the Commissioner thinks fit" is omitted.

In section DN 1(10)(a), "an amount equal to such amount as 25
the Commissioner determines, in such manner as the Com-

missioner thinks fit, was the value" is replaced by "the market
value".

In section DN 1 (10)(c)(i), "such amount as the Commissioner

determines, in such manner as the Commissioner thinks fit, 30

was the value" is replaced by "the market value".

Subsections (1) to (8) apply to the 2002-03 and subsequent
income years.

Amounts from sale of mining shares by companies

In section DN 2(1), the portion before paragraph (a) is 35
replaced by:

27
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In this section, in calculating the amount of a deduction
allowed to a company in relation to a mining share which is

sold or otherwise disposed of, the cost of the mining share is
the difference between the following 2 sums:".

Subsection (1) applies to the 2002-03 and subsequent income 5
years.

49 Companies holding shares in mining companies

(1) In section DN 3(4), "it appears to the Commissioner that" and
", if the Commissioner so determines, are omitted.

(2) In the proviso to section DN 3(5)(a), "such amount as the 10
Commissioner determines, in such manner as the Commis-

sioner thinks fit, was the" is replaced by "the market".

(3) Section DN 3(10) is replaced by:

"(10) To the extent that a loan made on or after 1 October 1978 by a

holding company to a mining company was, having regard to 15
loans previously made by the holding company and any other
circumstances, excessive and made to obtain an unfair advan-

tage for tax purposes, this section does not apply to the loan."

(4) Subsections (1) to (3) apply to the 2002-03 and subsequent

income years. 20

"(4)

(2)

(3)

(4)

28

Expenditure on land improvements used for farming or

agriculture

In section DO 4(4), the portion before the proviso is replaced

by:

A deduction is allowed for an amount greater than that allowa- 25

ble under subsection (3) in respect of an item of expenditure
of a kind specified in Schedule 7, Part A, clause 12, if the
vines or trees have ceased to exist or have ceased to be used in

deriving gross income: .

Section DO 4(4)(b) is replaced by: 30

"(b) that have ceased, before 16 December 1991, to be used
9,

to derive gross income.

In section DO 4(5), "the Commissioner is satisfied is" is
omitted.

Subsections (1) to (3) apply to the 2002-03 and subsequent 35
income years.
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Farmers' expenditure on tree planting

In section DO 7(1)-

(a) "The Commissioner may, in relation to any" is

replaced by "A":
(b) ", allow a deduction" is replaced by "is allowed a 5

deduction".

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

Capitalisation of mortgage interest

Section EB 3(1) is replaced by: 10

Interest payable under a mortgage of real or personal property
that has been capitalised may be allocated to the year or years
in which it became payable, and for the purpose of section
EB 1, is treated as being derived in the year of allocation."

In section EB 3(2), "it is proved to the satisfaction of the 15
Commissioner that" is omitted.

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

53 Section EC 1 replaced

(1) Section EC 1 is replaced by: 20

"EC 1 Adjustment for change to accounting method
"(1) If, in an income year (the year of adjustment), a person

changes from a cash accounting method to an accrual account-
ing method for calculating their income tax liability-
"(a) an amount owed to the person on the last day of the 25

income year immediately preceding the year of adjust-

ment is to be treated as gross income of the person in the
year of adjustment; and

"(b) an amount owed by the person on the last day of the
income year immediately preceding the year of adjust- 30
ment is to be treated as an allowable deduction of the

taxpayer in the year of adjustment.

"(2) If, in an income year (the year of adjustment), a person
changes from an accrual accounting method to a cash account-
ing method for calculating their income tax liability- 35
"(a) an amount equal to the sum of all amounts owing by the

person in the year of adjustment which have been

29
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allowed as a deduction in prior income years must be

included in the gross income of the person in the year of
adjustment; and

"(b) an amount equal to the sum of all amounts owing to the
person in the year of adjustment which have been 5
treated as gross income of the person in prior income

years is an allowable deduction of the person in the year

of adjustment.

In this section-

accrual accounting method means a method of accounting 10

regarded as accrual accounting according to generally

accepted accounting practice

"cash accounting method means a method of accounting by
which the income tax liability of a person is calculated by

reference to cash receipts (or) and outgoings. " 15

Subsection (1) applies to the 2002-03 and subsequent income

years.

Treatment of interest under Part VII of Tax

Administration Act 1994

Section ED 6(1) is replaced by: 20

Interest payable to the Commissioner by a taxpayer under Part

VII of the Tax Administration Act 1994 in respect of a tax

liability is treated as expenditure incurred by the taxpayer-

"(a) in the income year immediately succeeding the income

year for which the tax is assessed, if the assessment is 25

made in the income year for which the tax is assessed:

"(b) in all other cases, in the income year in which the tax is
assessed."

In section ED 6(3), "initial" is replaced by "original".

Subsections (1) and (2) apply to the 2002-03 and subsequent 30

income years.

Reassessments

In section ED 7-

(a) "reassessment" is replaced by "amended assessment",
wherever it occurs: 35

(b) "reassessment year" is replaced by "year of amend-
ment", wherever it occurs.



56

(2)

(3)

(4)

(5)

(1)

(3)

57

(1)

(2)

(3)

(2)

"(5)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 57

In section ED 7(1), "reassesses a taxpayer's liability" lS

replaced by "amends an assessment of a taxpayer .

In section ED 7(2), "reassesses a taxpayer's tax liability" is
replaced by "amends an assessment of a taxpayer .

In section ED 7, the section heading is replaced by: 5
"Assessments amended by Commissioner".

Subsections (1) to (4) apply to the 2002-03 and subsequent
income years.

Depreciation of depreciable property that can no longer
beused 10

In section EG 12(1), "shall be, if the Commissioner so deter-

mines," is replaced by "is, if the requirements of subsection (5)
are satisfied,".

Section EG 12(5) and EG 12(6) is replaced by:

A taxpayer may deduct the remaining adjusted tax value of 15

depreciable property if-

"(a) the property is no longer used by the taxpayer, and is

not intended to be used by the taxpayer or a person

associated with the taxpayer, in deriving gross income
or in a business; and 20

"(b) the costs of disposing of the property would be more

than any consideration that could be derived from the

disposition of the property."

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years. 25

Additional depreciation in respect of certain new assets

acquired or improvements made between 16 December

1991 and 1 April 1994

In section EG 15(1), "the Commissioner shall, subject to

section EG 19, allow" is replaced by "the taxpayer is, subject 30
to section EG 19, allowed".

In section EG 15(2)(b), "the Commissioner would have" is

replaced by "would have been".

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years. 35
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Struck out (unanimous)

Transfer of depreciable property between associated
persons

Section EG 17(2) is replaced by:

A deduction in respect of the depreciation of the property may
be based on its cost to the taxpayer if- 5
"(a) the property is not depreciable intangible property; and

"(b) the cost of the property to the taxpayer is its market
value on the date of acquisition; and

"(c) the acquisition is in accordance with normal commer-
cial practice for arm' s length sales; and 10

"(d) the property is acquired by the taxpayer for the purpose
of deriving gross income; and

"(e) the property is no longer used by the associated
person."

Section EG 17(3)(c) is replaced by: 15

"(c) if subsection (2) applies."

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Supplementary depreciation allowance for plant and

machinery used in 2 and 3 shift industries 20
In section EG 18(3)-

(a) "Commissioner may" is replaced by "taxpayer is":
(b) "allow" is replaced by "allowed".

Subsection (1) applies to the 2002-03 and subsequent income
years. 25

60 Disposition of depreciable property

(1) After section EG 19(2), the following is inserted:

"(2A) For the purpose of determining the deductions allowed for
the creation of software under subsection (2)(a), a deduction

claimed by the taxpayer as a result of expenditure on research 30
or development that is treated as not being of a capital nature
under section DJ 99(1) (or DJ 9*2)) , DJ 9142) or DJ 9A(3) is not
taken into account."

(2) Section EG 19(7) is replaced by:



(3)
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Depreciable property is treated as having been disposed of for

a consideration equal to the property's market value if the

property is disposed of-
"(a) other than in accordance with a matrimonial agreement;
and 5

"(b) along with other property; or
"(c) for a consideration that is not the market value; or

"(d) in accordance with paragraph (a)(ii) or (a)(iii) of the
definition of disposal in subsection (9)."

Subsection (1) applies to the 2001-02 and subsequent income 10
years.

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

61 Post facto adjustment
(1) In section EH 8(3)(a), in the proviso, "or, where there is no 15

such market value, for such amount as the Commissioner
determines" is omitted.

(2) Section EH 8(5) is replaced by:

"Commissioner must amend assessments

"(5) Despite the time bar, the Commissioner must amend the per- 20
son' s assessment for the income years to which the post facto
adjustment relates in accordance with the alterations to that

gross income or expenditure as calculated by the post facto
adjustment."

(3) Subsections (1) and (2) apply to the 2002-03 and subsequent 25
income years.

62 Relationship with rest of Act
(1) This section amends section EH 8, as it was before the enact-

ment of the Taxation (Accrual Rules and Other Remedial

Matters) Act 1999. 30

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

"(lA) Expenditure incurred under the qualified accruals rules is not
included in-

"(a) the cost of trading stock, for small taxpayers:
"(b) the cost of revenue account property: 35
"(c) the cost of livestock:

"(d) the cost of bloodstock:

33
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"(e) the cost of acquiring a film or a right in a film:

"(f) film production expenditure:
"(g) the cost of timber:

"(h) exploration expenditure or development expenditure in

relation to petroleum mining." 5

(3) Subsection (2) applies to expenditure incurred in the 1997-98
and subsequent income years but before 20 May 1999.

New (unanimous)

(4) Despite subsection (3), subsection (2) does not apply to expendi-

ture incurred in the 1997-98 and subsequent income years but

before 20 May 1999 if the taxpayer returned the expenditure 10

in their returns of income on the basis that the expenditure is a

cost or expenditure listed in section EH 8(1 A)(a) to EH 8(1 A)(h).

63 Relationship with rest of Act

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

" Interest to be excluded from certain valuations 15

"(lA) Expenditure incurred under the qualified accruals rules is not
included in-

"(a) the cost of trading stock, for small taxpayers:

"(b) the cost of revenue account property:
"(c) the cost of livestock: 20

"(d) the cost of bloodstock:

"(e) the cost of acquiring a film or a right in a film:

"(f) film production expenditure:

"(g) the cost of timber:

"(h) exploration expenditure or development expenditure in 25

relation to petroleum mining."

(2) In section EH 10, the list of defined terms is replaced by:
"Defined: acquisition price, allowable deduction, bloodstock, cost of

acquiring, cost of timber, development expenditure, explo-
ration expenditure, film, film production expenditure, finan- 30
cial arrangement, gross income, income year, property,
qualified accruals rules, revenue account property, right,
small taxpayer, trading stock".

(3) Subsections (1) and (2) apply to expenditure incurred on and

after 20 May 1999. 35

1 1

1 1
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Despite subsection (3), subsections (1) and (2) do not apply to
expenditure incurred on and after 20 May 1999 until the end
of the 2001-02 income year if the taxpayer has filed, or files,
their returns of income for the 1999-2000, 2000-01 and

2001-02 income years on the basis that the expenditure is a 5
cost or expenditure listed in section EH 10(lA)(a) to EH 10(1 A)(h).

Rules for non-market transactions

In section EH 16(3)-

(a) in the subsection heading, "price" is replaced by
"value": 10

(b) price is replaced by "value", wherever it occurs:
"

(c) "or the true value" is omitted.

Section EH 16(4) is repealed.

In section EH 16(5)-

(a) in the subsection heading, "price" is replaced by 15
"value":

(b) price" is replaced by "value", wherever it occurs:
(c) ", or price," is omitted, wherever it occurs.

Subsections (1) and (3) apply to the 2002-03 and subsequent
income years. 20

Subsection (2) applies on the first day of the 2002-03 income
year.

65 Relationship with rest of Act
(1) After section EH 26(1), the following is inserted:

"Interest to be excluded from certain valuations 25

" ( 1 A) Expenditure incurred under the accrual rules is not included
in-

"(a) the cost of trading stock, for small taxpayers:
"(b) the cost of revenue account property:
"(c) the cost of livestock: 30
"(d) the cost of bloodstock:

"(e) the cost of acquiring a film or a right in a film:
"(f) film production expenditure:
"(g) the cost of timber:

35

1 1



36

(2)

(3)

Part 2 cl 65

(2)

(3)

(4)

66

(1)

(4)

(5)

(6)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

"(h) exploration expenditure or development expenditure in
relation to petroleum mining."

In section EH 26, the list of defined terms is replaced by:
"Defined: accrual rules, allowable deduction, associated person,

bloodstock, cost of timber, development expenditure, 5
exploration expenditure, film, film production expenditure,
financial arrangement, gross income, person, property, this
Act, revenue account property, right, small taxpayer, trad-
ing stock".

Subsections (1) and (2) apply to expenditure incurred on and 10
after 20 May 1999.

New (unanimous)

Despite subsection (3), subsections (1) and (2) do not apply to
expenditure incurred on and after 20 May 1999 until the end
of the 2001-02 income year if the taxpayer has filed, or files,
their returns of income for the 1999-2000, 2000-01 and 15

2001-02 income years on the basis that the expenditure is a
cost or expenditure listed in section EH 26(1 A)(a) to EH 26(1 A)(h).

Sale for no consideration or for consideration less than

market price

In section EH 49(1)- 20

(a) in the subsection heading, "price" is replaced by
"value" :

(b) . ""price" is replaced by -value , wherever it occurs.

Section EH 49(2) is repealed.

In section EH 49(2A)- 25

(a) in the subsection heading, price is replaced by
66 .9 .

"value":

(b) "price" is replaced by "value", wherever it occurs:
(c) ", or price," is omitted, wherever it occurs.

In section EH 49, in the section heading, "price" is replaced 30
by "value".

Subsections (1), (3) and (4) apply to the 2002-03 and subsequent
income years.

Subsection (2) applies on the first day of the 2002-03 income
year. 35

1 1

1 1
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Adjustment in certain circumstances
In section EH 57(4), "or, if there is no market value, for an

amount that the Commissioner determines" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income

years. 5

Deposits to be allowed as deduction
In section EI 3, "Commissioner shall allow" is replaced by

"taxpayer is allowed .

Subsection (1) applies to the 2002-03 and subsequent income
years. 10

General provisions as to refunds

In section EI 10(3), the portion following paragraph (b) is
replaced by:

"the taxpayer is allowed a rebate of the amount of that
excess." 15

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

Deposits to be allowed as deduction

In section EI 13, "Commissioner shall allow" is replaced by

"taxpayer is allowed . 20

Subsection (1) applies to the 2002-03 and subsequent income

years.

Valuation elections, and limitations on elections, for

specified livestock

In section EL 2(6)(b)(ii), "case; and" is replaced by "case." 25

Section EL 2(6)(c) is repealed.

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

Subsection (2) applies on the first day of the 2002-03 income
year. 30

Valuation of bloodstock

In section EM 1 (2), "where the Commissioner is satisfied

that" is replaced by "if".

37
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Subsection (1) applies to the 2002-03 and subsequent income

years.

Bloodstock used as a racehorse

In section EM 2(3) and EM 2(4), "where any taxpayer satis-
fies the Commissioner by application made in accordance 5
with subsection (5), or where the Commissioner is otherwise

satisfied," is replaced by "if a taxpayer makes an application
in accordance with subsection (5)".

In section EM 2(7), "the Commissioner is subsequently satis-
fied that" is omitted. 10

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Payments received for non-compliance with covenant to

repair

In section EN 1 (6), in the portion following paragraph (c), 15
"Commissioner shall, in that income year, allow a deduction

to the taxpayer" is replaced by "taxpayer is allowed in that

income year a deduction".

In section EN 1 (7), "the Commissioner may apply this section
in such manner as the Commissioner thinks fair and reasona- 20

ble" is replaced by "this section applies".

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Sums received from sale of patent rights

In section EN 2(3)(a), "as the Commissioner thinks just" is 25

replaced by "as the amount derived from the sale of the patent

rights bears to the market value of the whole of the patent

rights on the date of sale".

In section EN 2(4), "; and the value of that consideration shall

be determined in case of dispute by the Commissioner" is 30
omitted.

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Payment for non-compliance with covenant to repair
In section EO 5(1)- 35
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(a) "the Commissioner shall, for the income year in which

that sum or any part of that sum was paid or recovered,

allow the taxpayer a deduction of" is replaced by "the

taxpayer is allowed a deduction for":
(b) "in the year in which it was paid or recovered" is 5

inserted before "to the extent".

(2) In section EO 5(2)-

(a) "be entitled to" is omitted:

(b) "on receipt of the notice the Commissioner shall allow

the amount so allocated to any such income year as a 10
deduction" is replaced by "the amount so allocated to

any such income year is allowed as a deduction":

(c) "in that income year and shall" is replaced by "in that

income year and the Commissioner shall":

(d) "accordingly" is replaced by "to reflect the allocation". 15

(3) Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

76A

(1)

(2)

77

(1)

(2)

New (unanimous)

Timing of deduction for payment made when restrictive
covenant breached

Section EO 6 (as enacted by section 13 of the Taxation (Bene- 20

ficiary Income of Minors, Services-Related Payments and
Remedial Matters) Act 2001) is renumbered as section EO 7.

Subsection (1) applies on and after 27 March 2001.

Depreciation deduction for assets acquired by taxpayer

from an associated person before a certain date 25
In section EZ 11(1)-

(a) "Commissioner shall not allow to the taxpayer" is
replaced by "taxpayer is not allowed".

..

(b) in the proviso, Commissioner may allow to the tax-

payer" is replaced by "taxpayer is allowed". 30

Subsection (1) applies to the 2002-03 and subsequent income

years.

39
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78 Income derived from disposal of trading stock together
with other assets of a business

Struck out (unanimous)

1 1

(1) In section FB 4(1), "be determined by the Commissioner, and

the part of the consideration so determined shall" is omitted.
1 1

New (unanimous)

Section FB 4(1) is replaced by: 5

If trading stock is sold together with other assets of a business,

the total consideration must be apportioned, for the purpose of
this Act, between the trading stock and the other assets so as to

reflect their respective market values, and the amount appor-

tioned to the trading stock is treated as being the price paid for 10

the trading stock by the purchaser."

In section FB 4(2), where it first appears, "market price" is
99

replaced by "market value and ", but, where there is no

market price, trading stock shall be deemed to have realised
such price as the Commissioner determines" is omitted. 15

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

(Films) Section FC 6 replaced

Struck out (unanimous)

1

In section FB 6-

(a) "film owner in" is replaced by "film owner that is 20
attributable to":

(b) "be deemed to be so much of the cost of the purchase or
other acquisition of that film or that right and that other
property as the Commissioner determines is replaced
by "be treated as expenditure incurred by the film 25
owner in the purchase or acquisition of that film or that
right".

1 1

1 1
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Part 2 cl 82

(1) Section FB 6 is replaced by:
"FC 6 Films

If, in relation to an income year and to a taxpayer who is a film
owner to whom section EO 3(2)(b) applies, a film or the right
in a film was purchased or otherwise acquired by the film 5
owner together with other property and no separate price was

allocated to the film or the right, the total consideration must

be apportioned between the film or the right and the other

property so as to reflect their respective market values, and the

amount apportioned to the film or the right is treated, for the 10
purpose of section EO 3, as being the expenditure incurred by
the film owner in the purchase or acquisition of the film or the
right."

Subsection (1) applies to the 2002-03 and subsequent income

years. 15

Floating rate of interest on debentures

In section FC 1 (3), "where the Commissioner is satisfied that

under the ternns of the debenture" is replaced by "if, under the
terms of the debenture,".

Subsection (1) applies to the 2002-03 and subsequent income 20

years.

Share dealing

In section FC 3 (1), "the Commissioner considers" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income

years. 25

Revised assessments where assets purchased and resold

after deduction of payments under lease

In section FC 5(1)(a), "the Commissioner has allowed a

deduction" is replaced by "a deduction has been allowed".

In section FC 5(1)(b), the portion following subparagraph (ii) 30

is replaced by:

"an amount equal to the excess or to the total amount of the
deductions so allowed, whichever is less, is gross income of

41
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the taxpayer derived in the income year in which the asset is

sold or otherwise disposed of."

Struck out (unanimous)

1 1

(3) In section FC 5(3)(a), "shall be determined by the Commis-

sioner, and the part of the consideration so determined" is
omitted. 5

New (unanimous)

Section FC 5(3)(a) is replaced by:

"(a) if an asset to which this section relates has been pur-
chased or otherwise acquired, or sold or otherwise dis-

posed of, together with other assets, the total considera-

tion must be apportioned between the asset and the 10

other assets so as to reflect their respective market

values, and the amount apportioned to the asset is

treated as being the consideration for which the asset

was purchased, acquired, sold or disposed of:".

In section FC 5(3)(b)- 15

(a) in the first 2 places where it occurs, "price" is replaced
by "value":

(b) "or, if there is no market price, shall be deemed to have

been sold at and to have realised such price as the
Commissioner determines is omitted. 20

In section FC 5, the section heading is replaced by:

"Assets purchased and resold after deduction of payments
under lease".

Subsections (1) to (5) apply to the 2002-03 and subsequent
income years. 25

Effect of specified lease on lessor and lessee
In section FC 6(8)-

(a) "the Commissioner shall include in the gross income

derived by the lessee in the income year in which that
lease asset was sold or otherwise disposed of," is 30
omitted:

1

1 1
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(b) is gross income derived by the lessee in the income
year in which the lease asset is sold or otherwise dis-
posed of" is inserted after "excess".

Subsection (1) applies to the 2002-03 and subsequent income

years. 5

Income of lessor under specified lease

In section FC 7(2)(a)(ii), ", in the opinion of the Commis-
sioner" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income

years. 10

Purchase and sale of lease asset by lessee or associated

person

In section FC 8E, "the Commissioner must include the differ-

ence" is replaced by "the difference is included".

Subsection (1) applies to the 2002-03 and subsequent income 15

years.

Part year accounts and part year net income allocation
In section FD 9(2), "or income tax liability" is replaced by

", income tax liability, or net loss".

Subsection (1) applies to the 2002-03 and subsequent income 20

years.

Special provisions relating to dispositions of property
Section FD 10(5)(b)(ii) is replaced by:

"(ii) the property and its ownership is, at any time,
able to be specifically identified,-" 25

Subsection (1) applies to the 2002-03 and subsequent income

years.

Land

In section FF 6(1)(b)(i)(A)-

(a) "market" is inserted before "value", in the first place 30
where it occurs:

(b) .. , being the value determined by the Commissioner in

accordance with section CD 1(9)" is omitted.
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In section FF 6(1)(b)(ii)(A), "value of the land, being the ..1S

replaced by "market".

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Leased assets 5

In section FF 14(a), "the Commissioner has allowed a deduc-

tion" is replaced by "a deduction has been allowed".

In section FF 14, in the portion following paragraph (d)-
(a) "the Commissioner may include in" is omitted:
(b) "includes" is inserted before "an amount". 10

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

90 Depreciable property

(1) The provisos to section FF 16(1) are replaced by:

"(lA) Despite subsection (1), a transferee is not allowed a deprecia- 15
tion deduction in respect of an asset to which this section
applies that is more than the amount that would have been
allowed to the transferor if the transferor had retained the

asset.

"(1B) Despite subsections (1) and (lA), the depreciation deduction, 20
allowable under section EG 1 in respect of the depreciation of
an asset that is a building, must be determined having regard

./

to the original cost price of the asset to the transferor.

(2) Subsection (1) applies to the 2002-03 and subsequent income
years. 25

Mining assets

In section FF 19(a)(iii), "the Commissioner has allowed any

deduction" is replaced by "a deduction has been allowed".

Subsection (1) applies to the 2002-03 and subsequent income
years. 30

Apportionment of interest deductions
In section FG 8(1)-

(a) in the portion before the formula, "section DD 1 (b)" is
replaced by "section DD 1 (1)(b) or DD 1(3)":

(b) item I of the formula is replaced by: 35
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"I is the sum of all deductions which would be allowed to

the taxpayer under section DD 1 (1)(b) and DD 1(3) but for
this subpart; and":

(c) in items GI and IFD of the formula, "is the amount

allowed as a deduction to the taxpayer under section 5
DD 1 (b)" is replaced by "is the sum of all deductions

allowed to the taxpayer under section DD 1(1)(b) and

DD 1(3)".

(2) In section FG 8(2), paragraph (b) is replaced by:

"(b) would, in the absence of an election under paragraph (a) 10
and after allowing for any other reductions under this

subsection, be allowed under section DD 1(1)(b) 2[
DD 1 (3) and if the sum of all deductions under section

DD 1(1 )(b) and [ID 1(3) is at least as large as the amount

to which the election applies,-". 15

(3) In section FG 8(2), in the portion following paragraph (b),

"section DD 1(b)" is replaced by "section DD 1(1)(b) E
DD 1 (3)" .

Struck out (unanimous)

1 1

(4) In section FG 8(1), as amended by subsection (1}-

(a) in the portion before the formula, ' section DD 1(1)(b)" 20

is replaced by "section DD 1 (1)(b) or DD 1(3)":
(b) in item I of the formula, "section DD 1(1)(b)" is

replaced by 'section DD 1(1)(b) and DD 1(3)":

(c) in items GI and IFD of the formula, "section DD

1(1)(b)" is replaced by 'section DD 1(1)(b) and 25

DD 1(3)".

(5) In section FG 8(2)(b), as amended by subsection (2), "section

DD 1(1)(b)" is replaced by "section DD 1(1)(b) or DD 1(3)" in

the first place where it occurs and "section DD 1(1)(b) and
DD 1(3)" in the second place where it occurs. 30

(6) In section FG 8(2), as amended by subsection (3), "section

DD 1(1)(b)" is replaced by "section DD 1(1)(b) or DD 1(3)".
1 1

(7) Subsections (1) to (3) apply to the 1997-98 and subsequent
income years.
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Struck out (unanimous)

Subsections (4) to (6) apply to the 2001-02 and subsequent
income years.

Treatment of specified leases and interest expense

In section FG 9(b) and FG 9(c), "section DD 1(b)" is replaced

by "section DD 1(1)(b) or DD 1(3)". 5

Struck out (unanimous)

In section FG 9(b) and FG 9(c), as amended by subsection (1),

"section DD 1 (1)(b)" is replaced by "section DD 1 (1)(b) or

00 1 (3)".

Subsection (1) applies to the 1997-98 and subsequent income
years. 10

Struck out (unanimous)

1

Subsection (2) applies to the 2001-02 and subsequent income

years.

Mode of elections

In section FG 10(2), "an assessment" is replaced by "a notice
of (an) assessment". 15

Subsection (1) applies to the 2002-03 and subsequent income

years.

Rule for calculating group excess interest allocation
amount

In section FH 5, in paragraph (a) of item GI, "section 20
DD 1(b)" is replaced by "section DD 1(1)(b) and 00 1(3)".

Struck out (unanimous)

In section FH 5, in paragraph (a) of item GI, as amended by
subsection (1), "section DD 1 (1)(b)" is replaced by "section
DD 1(1)(b) and D[11(3)".



(4)

(3)

96

98

(1)

(1)

(2)

(2)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 98

Subsection (1) applies to the 1997-98 and subsequent income

years.

Struck out (unanimous)

1

Subsection (2) applies to the 2001-02 and subsequent income
years.

Deduction for dividends paid on certain preference 5
shares

In section FZ 1(4)-

(a) "the Commissioner may allow as a deduction" is
replaced by "a deduction is allowed":

(b) "an amount" is replaced by "of an amount". 10

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

Struck out (unanimous)

1 1

97 New section GC 4A inserted

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

"GC 4A Losses-transfer by qualifying unit trust 15

A qualifying unit trust may not offset a net loss against

another taxpayer's net income."

(2) Subsection (1) applies to the 2001-02 and subsequent income

years.

Attribution rule for personal services 20

After section GC 14B(3)(a), the following is inserted:

"(ab) if person B is a natural person and is not a partner of a

partnership:".

Subsection (1) applies to the 2000-01 and subsequent income

years. 25

47



Part 2 cl 98A

(2)

(2)

(3)

48

101

(1)

98A

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

New (unanimous)

Attribution rule-calculation

In section GC 14D(7), "distributed to beneficiaries other than

person C" is inserted after "the amount of beneficiary
income".

Subsection (1) applies in respect of returns of income filed for 5
the 2001-02 and subsequent income years.

99 Imputation-arrangement to obtain a tax advantage
(1) Section GC 22(7) is replaced by:

"(7) A notice may be included in a notice of assessment made
under section 111(1) of the Tax Administration Act 1994, or a 10
determination under either section ME 40 or MG 12 of this

Act."

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

Struck out (unanimous)
1 1

100 New section GC 22A inserted 15

(1) After section GC 22, the following is inserted:

"GC 22A Imputation-allocation of imputation credits
When a qualifying unit trust pays a dividend, the qualifying
unit trust must not stream the imputation credit attached to the
dividend in such a way so as to give one unit holder a higher 20

credit value than that given to another unit holder."

(2) Subsection (1) applies to the 2001-02 and subsequent income
years.

Sale of trading stock for inadequate consideration
In section GD 1(1), in the portion before paragraph (a), "or the 25
true value" is omitted.

Section GD 1(1)(a) is replaced by:

"(a) the trading stock is, for the purpose of this Act, treated
as having been sold at and realised at its market price on

30the date of the sale or other disposition: .

In section GD 1(3), "true" is replaced by "market".

1 1

1 1
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Subsections (1) to (3) apply to the 2002-03 and subsequent

income years.

Distribution of trading stock to shareholders of company
Section GD 2(1)(a) is replaced by:

"(a) the distribution is, for the purpose of this Act, treated as 5
a sale of the trading stock by the company to the share-
holder or the associated person, and the trading stock is
treated as having been sold at and realised at its market

price on the date of the distribution:".

In section GD 2(1)(b), "The amount" is replaced by "An 10
amount".

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

103 Leases for inadequate rent

(1)

(3)

Struck out (unanimous)

1

In section GD 10(1), "an adequate" is replaced by "the 15
market".

(2) In section GD 10(1)(a), "such days as the Commissioner

determines" is replaced by "each day of the lease term on a
pro-rata basis".

Struck out (unanimous)

In section GD 10(4), the definition of adequate rent is 20
repealed.

(43 (Subsections (1) and (2) apply) Subsection (2) applies to the

2002-03 and subsequent income years.

Struck out (unanimous)

1 1

(5) Subsection (3) applies on the first day of the 2002-03 income
year. 25
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Cross-border arrangements between associated persons
In section GD 13(11)(b), "the taxpayer has first received an
assessment or determination from the Commissioner" is

replaced by "an assessment is made in respect of the
taxpayer". 5

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

105 New section GZ 2 inserted

(1) After section GZ 1, the following is added:

"GZ 2 Imputation-no arrangement to obtain tax advantage 10
Despite section GC 22, there is not an arrangement to obtain a
tax advantage when a unit trust manager derives a dividend to

which section CZ 4(1) applies and an imputation credit is not
attached to the dividend."

(2) Subsection (1) applies to dividends derived between 1 April 15
1995 and 31 March 1996 (both dates inclusive).

107

(1)

50

Returns, assessments and liability of consolidated group

In section HB 1(1), paragraph (d) is replaced by:

"(d) a single assessment must be made by the nominated
company for those companies for that income year as if 20
the companies were a single taxpayer, and a separate
assessment for each company for that income year must

not be made except to the extent that the company is not
a member of the group for part of the income year,- .

In section HB 1 (3), "the Commissioner makes" is replaced by 25
"making".

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Taxable income to be calculated generally as if group
were single company 30
In section HB 2(1)(d)(iii) and HB 2(1)(d)(iv), "section DD

1(b)(iii)" is replaced by "section DD 1 (1)(b)(iii) or DD 1(3)".
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Struck out (unanimous)

1 1

(2) In section HB 2(1)(d)(iii) and HB 2(1)(d)(iv), as amended by
subsection (1), "section DD 1(1)(b)(iii)" is replaced by
"section DD 1(1)(b)(iii) or DD 1(3)".
1 1

(3) Subsection (1) applies to the 1997-98 and subsequent income
years. 5

Struck out (unanimous)

1 1

(4) Subsection (2) applies to the 2001-02 and subsequent income
years.

1 1

110

(2)

Special partnerships

Section HC 1 (10) is repealed.

Subsection (1) applies on the first day of the 2002-03 income 10
year.

Group investment funds

In section HE 2(lA), "assessable" is replaced by "liable".

Subsection (1) applies to the 2002-03 and subsequent income

years. 15

Profits of mutual associations in respect of transactions
with members

In section HF 1(2)-

(a) "the Commissioner shall in any income year allow a
deduction" is replaced by "a deduction is allowed in an 20

..

income year :

(b) in item "a" of paragraph (b), ",as determined by the
Commissioner" is omitted:

(c) in item "b" of paragraph (b), "determined by the Com-
missioner to be is omitted. 25

In section HF 1(4)-

(a) "For the purpose of making a determination under sub-

section (2)(b), the Commissioner may apportion" is

replaced by "In subsection (2)(b),":
(b) ", in such manner as the Commissioner considers 30

appropriate," is replaced by "must be apportioned".
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Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Liability of electing shareholder for income tax of

company

In section HG 8(1), "Commissioner shall assess the com- 5

pany" is replaced by "company must make an assessment".

In section HG 8(2), "assessability and" is omitted.

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Taxation of shareholders in qualifying companies 10

In section HG 9(3) and HG 9(4), "section DD 1" is replaced
by "section DD 1(1)".

Subsection (1) applies to the 1997-98 and subsequent income
years.

Interpretation 15

This section amends section HH 1 (6)(h) as it was before the

enactment of section 276 of the Taxation (Core Provisions)

Act 1996.

In section HH 1 (6)(h), "within the meaning of the Trustee
Companies Act 1967" is omitted. 20

Subsection (2) applies to the 1995-96 and 1996-97 income

years.

Trustee income

This section amends section HH 4( 1) as it was before the

enactment of section 279 of the Taxation (Core Provisions) 25
Act 1996.

In section HH 4(1), "CL 2 and DI 3" is replaced by "CL 2,
DI 3 and DI 3A".

Subsection (2) applies to the 1995-96 and 1996-97 income
years. 30

Tax in respect of Maori Authorities with more than 20
beneficiaries

In section HI 3(4), "the income tax liability of the Maori

Authority shall be assessed or reassessed accordingly" is
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replaced by "an assessment must be made in respect of the
Maori Authority accordingly".

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

116 Section HK 1 replaced 5
(1) Section HK 1 is replaced by:

"HK 1 Agent to make returns and be assessed as principal
"(1) A person who is an agent for a principal under this Act or

under the Tax Administration Act 1994 is, in the person' s

capacity as agent for that principal, treated as being a separate 10
taxpayer with respect to the income in respect of which the
person is agent and must-

"(a) make all assessments that the principal is required to
make; and

"(b) furnish all tax returns that the principal is required to 15
furnish; and

"(c) satisfy the income tax liability of the principal.

"(2) A person who is an agent under subsection (1) is not entitled to a
rebate other than an exemption or rebate to which the agent's
principal is entitled." 20

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

Rate and amount of tax payable by agent

In section HK 2, "for which an agent shall be so assessed and
liable" is replaced by "used to calculate an agent' s income tax 25
liability".

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

118 Liability of principal not affected

(1) In section HK 3(1), "returns and to be assessed and charge- 30
able" is replaced by "assessments and to be charged".

(2) After section HK 3(1), the following is inserted:

"(lA) With the Commissioner's agreement, a principal may agree

with their agent that the principal will-
"(a) make an assessment that the agent would be required to 35

make; and
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"(b) furnish a return that the agent would be required to
furnish; and

"(c) satisfy an income tax liability that the agent would be
required to satisfy."

In section HK 3(2) "by the Commissioner" is inserted after 5
"principal" and after "agent", in the second place where
those words occur only.

In section HK 3(3), "to be assessed" is omitted.

Subsections (1) to (4) apply to the 2002-03 and subsequent
income years. 10

Agents to be personally liable for payment of tax

In section HK 7(2), "notice of the assessment of the tax" is

replaced by "an assessment in respect of the agent has been
made".

Subsection (1) applies to the 2002-03 and subsequent income 15

years.

Guardian of person under disability to be agent
In section HK 9, ", and shall make returns and be assessable

and liable for income tax accordingly" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income 20

years.

Liability of mortgagee in possession

In section HK 10, ", and the mortgagee shall make returns and

be assessable and liable for tax on that income accordingly" is
omitted. 25

Subsection (1) applies to the 2002-03 and subsequent income

years.

Company deemed agent of debenture holders
In section HK 12, ", and shall make returns and be assessable

and liable for income tax accordingly" is omitted. 30

Subsection (1) applies to the 2002-03 and subsequent income
years.
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Modification of agency provisions in respect of gross

inconne from company

In section HK 13( 1 ), "it has been assessed in any year for the
income tax liability in respect of taxable income calculated , 1S

replaced by "an assessment has been made, or should have 5
been made, in any year".

In section HK 13(2)-

(a) "personally responsible for the making of returns, and
shall be assessable and" is omitted:

(b) ", before that person has been assessed for income tax 10

in any year, that person has" is replaced by "that they
have".

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Liability of agent of absentee principal for returns and 15
tax

In section HK 16, ", and the agent shall make returns and be

assessable and liable for income tax in respect of taxable

income calculated after taking into account that gross income

on that income accordingly is omitted. 20

Subsection (1) applies to the 2002-03 and subsequent income

years.

Partner of absentee deemed agent
In section HK 17, ", and shall make returns and be assessable

and liable for income tax accordingly" is omitted. 25

Subsection (1) applies to the 2002-03 and subsequent income

years.

Master of ship deemed agent of absentee owner

In section HK 18(1), ", and shall be assessable and liable for
"

income tax accordingly is omitted. 30

Subsection (1) applies to the 2002-03 and subsequent income

years.
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Tenant, mortgagor or other debtor to be agent of

absentee landlord, mortgagee or other creditor

In section HK 19(1), ", and that person shall in respect of all

such money make returns and be assessable and liable for
income tax accordingly" is omitted. 5

Subsection (1) applies to the 2002-03 and subsequent income

years.

Person having disposal of income deemed agent
In section HK 20, ", and shall make returns and be assessable

and liable for income tax accordingly" is omitted. 10

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

Liability as agent of employer of non-resident taxpayer
and employer's agent

In section HK 24(1), ", and shall make returns and be assessa- 15

ble and liable for income tax accordingly" is omitted.

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

Non-resident trader to be agent of employees in New
Zealand 20

In section HK 25, ", and shall make returns and be assessable

and liable for income tax accordingly" is omitted.

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

Agents in New Zealand of principals resident abroad 25

In section HK 26(1), ", and the agent shall make returns and
"

pay tax accordingly is omitted.

In section HK 26(2), "The Commissioner may exempt in

whole or in part from the liability, under subsection (1), to pay
income tax in New Zealand" is replaced by "An agent is not 30
required under subsection (1) to pay income tax in New
Zealand in respect of".

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.



(2)

(2)

(3)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

132

(1)

133

(1)

134

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 2 cl 134

Net losses may be offset against future net income
In section IE 1 (2), "satisfies the Commissioner that the tax-
payer" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income
years. 5

Net losses may be used to pay penalties

In section IG 10(1), "by the Commissioner" is inserted after
"penalty assessed".

In section IG 10(2), "the Commissioner subsequently issues a
determination of net loss confirming that" is omitted. 10

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Losses of mining companies and petroleum miners
In section IH 1(1)(a)-

(a) "The Commissioner shall determine" is omitted: 15

(b) "areas (the amount so determined in respect of any such
licence area being" is replaced by "areas is to be deter-
mined (and the amount in respect of any such licence
area is".

In section IH 1(1)(b)(i)- 20

(a) "the Commissioner determines to is omitted:

(b) ", in the determination of the Commissioner," is
omitted.

Section IH 1 (1)(c) is repealed.

In section IH 1(2)(c), "The Commissioner shall determine" is 25
omitted.

In section IH 1 (2)(d)(i)--

(a) "as the Commissioner determines to" is replaced by
"that":

(b) "to have been allowed" is replaced by "have been 30
allowed".

Section IH 1(2)(e) is repealed.

Subsections (1), (2), (4) and (5) apply to the 2002-03 and subse-

quent income years.

Subsections (3) and (6) apply on the first day of the 2002-03 35

income year.
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Proportionate adjustment to rebates on change of return
date

In section KB 2-

(a) "a taxpayer is assessed for income tax on a return" is

replaced by "an assessment in respect of a taxpayer is": 5

(b) "a taxpayer is assessed on a return or returns" is

replaced by "an assessment is made".

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

Low income rebate 10

In section KC 1 (1), the portion before paragraph (a) is

replaced by:

A taxpayer, who is a natural person but who is not an absen-
tee, is allowed as a rebate of income tax,-".

Subsection (1) applies to the 2002-03 and subsequent income 15

years.

Rebate in certain cases for children

In section KC 2-

(a) in the portion before paragraph (a), "In the assessment

of every" is replaced by "A": 20

(b) in the portion following paragraph (c), "there shall be

allowed" is replaced by "is allowed".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Transitional tax allowance 25

In section KC 3(1)-

(a) "In the assessment of every" is replaced by "A":

(b) ", there shall be" is replaced by "is".

Subsection (1) applies to the 2002-03 and subsequent income

years. 30

Rebate in certain cases for housekeeper

In section KC 4(1)-

(a) "In the assessment of every" is replaced by A .
(b) "there shall be allowed" is replaced by "is allowed".
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Subsection (1) applies to the 2002-03 and subsequent income
years.

Rebate for gifts of money
In section KC 5(1)-

(a) "In the assessment of every" is replaced by "A": 5

(b) "there shall be" is replaced by "is".

After section KC 5(1)(bv), the following is inserted:

"(bw) Cry for the World Foundation New Zealand Humani-
tarian Aid Fund."

Subsections (1) and (2) apply to the 2002-03 and subsequent 10
income years.

141 New section KD Al inserted

(1) Before section KD 1 the following is inserted:

"KD Al Calculation of tax credits under this subpart

Despite section 92 of the Tax Administration Act 1994, a rebate 15

of income tax under this subpart is calculated by the
Commissioner."

(2) Subsection (1) applies to the 2002-03 and subsequent income

years.

Rules for Part KD credit 20

In section KD 2AA(7), "The Commissioner may allow a

credit of tax" is replaced by "A credit of tax is allowed".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Rules for family tax credit 25

In section KD 3A(5), "The Commissioner may allow a credit

of tax" is replaced by "A credit of tax is allowed".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Allowance of credit of tax in end of year assessment 30

In section KD 4(2), "the Commissioner shall," is replaced by
*'then".

In section KD 4(2)(c)-
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(a) "add to the tax payable by the person for the income
year" is omitted:

(b) "is added to the tax payable by the person for the
income year" is inserted after "excess".

In section KD 4(2)(d)- 5

(a) "credit in payment of any tax payable, by the person for
the income year," is omitted:

(b) "is credited in payment of any tax payable by the per-
son for the income year" is inserted after "excess".

In section KD 4(2A), "The Commissioner must not apply 10

subsection (2)(c) or (2)(d) so as to allow a credit of tax in

respect of a child" is replaced by "A credit of tax in respect of
a child is not allowed under subsection (2)(c) or (2)(d)".

Subsections (1) to (4) apply to the 2002-03 and subsequent

income years. 15

Rebate for interest on home vendor mortgages

In section KE 1 ( 1)-
"

(a) "In the assessment of every is replaced by "A" :

(b) "there shall be" is replaced by "is".

Section KE 1(2) is repealed. 20

Subsection (1) applies to the 2002-03 and subsequent income

years.

Subsection (2) applies on the first day of the 2002-03 income
year.

Rebate for savings in special farm, fishing vessel and 25

home ownership accounts

In section KG 1(1)-

(a) "In the assessment of every" is replaced by "A" :

(b) "there shall be" is replaced by "is".

Subsection (1) applies to the 2002-03 and subsequent income 30

years.

Credit of tax for imputation credit

In section LB 2(4), "The Commissioner shall not allow a

taxpayer the benefit of a credit of tax in accordance with" is

replaced by "A taxpayer is not allowed a credit of tax under". 35
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In section LB 2(5), "to allow, in whole or in part, a credit of

tax to a taxpayer" is replaced by "for a taxpayer to be allowed,
in whole or in part, a credit of tax".

In section LB 2(5)(a), "The Commissioner shall not allow any

claim for" is replaced by "the taxpayer is not allowed the". 5

In section LB 2(6)-

(a) "The Commissioner may allow a claim for a credit of

tax previously disallowed under subsection (5)" is

replaced by "A credit of tax disallowed under sub-

section (5) is allowed": 10

(b) "and that it would be appropriate to allow the claim for
a credit of tax" is omitted.

In section LB 2(7), "Commissioner shall not allow the claim"

is replaced by "the credit of tax is not allowed".

Subsections (1) to (5) apply to the 2002-03 and subsequent 15
income years.

Credits in respect of tax paid in a country or territory
outside New Zealand

In section LC 1(5), "sections 88, 115 to 118, 131 and 132" is

replaced by "section 88". 20

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

Recovery of excess credit allowed through not taking

into account refund of foreign tax

In section LC 3(2)(a), "The date of the notice determining the 25

credit" is replaced by "the date of the notice of assessment in
which the credit for foreign tax is reflected".

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

Foreign tax credits-controlled foreign companies 30

In section LC 4(1), "issue such amended assessments or
determinations of net loss under section 92 of the Tax Admin-

istration Act 1994 or determinations under this section in

relation to that income year or subsequent income years" is

replaced by "amend the person's assessment for that income 35

year or a subsequent income year".
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In section LC 4(3), "GC 7(2)" is replaced by "CG 7(2)".

Section LC 4(8) and LC 4(9) is repealed.

In section LC 4(11)(e), "notice of determination of the credit"

is replaced by "assessment in which the credit is reflected".

Subsections (1)(, (3)) and (4) apply to the 2002-03 and subse- 5
quent income years.

Subsection (2) applies to the 1995-96 and subsequent income
years.

New (unanimous)

Subsection (3) applies on the first day of the 2002-03 income

year. 10

Dividend paid without deduction in full of foreign tax

In section LC 7(1), "of the determination of" is replaced by

"calculating .

Section LC 7(2) is repealed.

Subsection (1) applies to the 2002-03 and subsequent income 15
years.

Subsection (2) applies on the first day of the 2002-03 income
year.

United Kingdom tax on dividends
In section LC 15, 'sections 88,115 to 118, 131, and 132" is 20

replaced by "section 88".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Foreign tax credits of consolidated group members

In section LC 16(2)(b),'to claim" is omitted. 25

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

Tax deductions to be credited against tax assessed

In section LD 1 (2), the portion before paragraph (a) is
replaced by: 30

1

1 1
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If the Commissioner has received tax deductions from source

deduction payments in relation to an employee in respect of an
income year, the amount of the tax deductions must be

credited successively against-".

In section LD 1 (2), in the portion after paragraph (d), "and 5
shall refund" is replaced by "and the Commissioner shall
refund".

Section LD 1 (3) and LD 1 (4) is replaced by:

If the amount credited under subsection (2)(b) is less than the

income tax liability referred to in that subsection, the amount 10

credited must be applied in satisfaction, so far as the amount
extends, of the income tax liability.

A tax deduction must not be credited against an income tax

liability, nor must a tax deduction made in relation to an

employee be refunded, if the Commissioner considers that a 15

particular in an employer monthly schedule is incorrect."

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years.

Resident withholding tax deductions to be credited

against income tax assessed 20

In section LD 3(2)-

(a) "the Commissioner shall credit the resident withhold-

ing tax in payment successively of" is replaced by "the

amount of the resident withholding tax deduction must

be credited successively against": 25

(b) "and shall refund" is replaced by "and the Commis-
'9sioner must refund .

In section LD 3(4), the portion before paragraph Ca) is
replaced by:

A credit of tax is not allowed and a refund must not be paid 30

under subsection (2) in relation to resident withholding tax
deducted, unless the Commissioner has received- .

In section LD 3(5), "refuse to allow the credit or make the

refund" is replaced by "disallow the credit or refuse to make
the refund". 35

Subsections (1) to (3) apply to the 2002-03 and subsequent
income years.
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Credit of tax for dividend withholding payment credit in
hands of shareholder

In section LD 8(3), "The Commissioner shall not credit a

credit of tax" is replaced by "A credit of tax is not allowed".

In section LD 8(4), "to allow a credit of tax to a taxpayer" is 5
:6

replaced by for a taxpayer to be allowed a credit of tax".

In section LD 8(4)(a), 'The Commissioner shall not allow any
..

claim for a is replaced by "the taxpayer is not allowed the".

In section LD 8(5)-

(a) "The Commissioner may allow a claim for" is omitted: 10
(b) "is allowed" is inserted after "subsection (4)":

(c) "and that it would be appropriate to allow the claim for
a credit of tax" is omitted.

In section LD 8(6), "Commissioner shall not allow the claim"
is replaced by "credit of tax is not allowed". 15

Subsections (1) to (5) apply to the 2002-03 and subsequent
income years.

Interest paid in conduit financing arrangements
In section LF 7, "section DD 1(b)" is replaced by "section
DD 1 (1)(b) or DD 1(3)". 20

Struck out (unanimous)

1 1

(2) In section LF 7, as amended by subsection (1), "section
DD 1 (1)(b)" is replaced by "section DD 1 (1)(b) or liD 1(3)".
1 1

(3) Subsection (1) applies to the 1997-98 and subsequent income
years.

Struck out (unanimous)

Subsection (2) applies to the 2001-02 and subsequent income 25
years.

Amount of provisional tax payable
In section MB 2(3)(a), "the taxpayer has furnished a return
and" is omitted.

Section MB 2(3)(b) is replaced by: 30
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"(b) calculated on the basis of the taxpayer's assessment for
the preceding income year:

In section MB 2(4)(a), "assesses or reassesses the income tax

liability of" is replaced by "makes an assessment in respect
of". 5

In section MB 2(4)(b), "or reassessment" is omitted.

Subsections (1) to (4) apply to the 2002-03 and subsequent
income years.

Election to be a provisional taxpayer

In section MB 2A(1), in the portion before paragraph (a), "the 10

taxpayer satisfies the Commissioner that" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income

years.

Terminal tax

In section MC 1(3), "any notice of assessment" is replaced by 15
"a notice".

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

Refund of excess tax

In section MD 1(1), in the proviso, "altered" is replaced by 20
"amended".

New (unanimous)

(lA) After section MD 1(lA), the following is inserted:

"(1B) The Commissioner must not pay a refund under subsection (1)
to the extent that the excess tax is applied to a nil period under
either section MZ 5 or MZ 67 25

(2) In section MD 1 (2), (including the proviso), "altered" is

replaced by "amended" and, wherever it occurs, "alteration"

is replaced by "amendment".

(3) Subsections (1) and (2) apply to the 2002-03 and subsequent

income years. 30

65

1 1

1 1



Part 2 cl 161

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

New (unanimous)

(4) Subsection (lA) applies to the 1995-96 and subsequent income
years.

162 Credits arising to imputation credit account

66

New (unanimous)

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

"(aab) the amount that results from multiplying the basic rate 5

of income tax, expressed as a percentage, stated in
Schedule 1, Part A, clause 5 by the amount of expendi-

ture transferred to the company, being a master fund, in
accordance with section DI 38:".

Struck out (unanimous)

1 1

(1) In section ME 4(1)(ab), '33%" is replaced by "49.25%". 10

New (unanimous)

(1) In section ME 4(1)(ab)-

(a) "33%" is replaced by "49.25%":

(b) , but not if the company is a qualifying company is
66 „.

inserted after "section GC 14D".

(lA) After section ME 4(2)(a), the following is inserted: 15

"(aab) in the case of a credit referred to in paragraph (aab) of

that subsection, on 31 March of the income year in

which the expenditure is deducted:".

(1 B) Subsections (Al) and (lA) apply to the 2001-02 and subsequent

income years. 20

(2) Subsection (1) applies to the 2000-01 and subsequent income

years.

1

1 1

1 1

1 1
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New (unanimous)
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162A Debits arising to imputation credit account

(1) After section ME 5(1)(ja), the following is inserted:

"(jb) the amount that results from multiplying the basic rate
of income tax, expressed as a percentage, stated in
Schedule 1, Part A, clause 5 by the amount of expendi- 5
ture transferred by the company, being a member fund,
to a master fund in accordance with section DI 38:".

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

"(ia) in the case of a debit referred to in paragraph (lb), on 31

March in the income year in which the expenditure is 10
transferred:".

(3) Subsections (1) and (2) apply to the 2001-02 and subsequent

income years.

162B Further tax payable where end of year debit balance or

when company ceases to be imputation credit account 15

company

(1) After section ME 9(1), the following is inserted:

"(1 A) Subsection (1) does not apply if the debit balance in the

company's imputation credit account arises solely because of

a debit amount that is recorded in the account after applying 20
section ME 5(1)(jb)."

(2) Subsection (1) applies to the 2001-02 and subsequent income

years.

163 Determinations by Commissioner as to credits and

debits arising to policyholder credit account 25

(1) Section ME 20(3) is replaced by:

"(3) As soon as is convenient after a determination is made under

subsection (1), the Commissioner must give notice to the

company in respect of whose policyholder credit account the
determination is made, and the notice may be included in a 30
notice of assessment under section 111( 1) of the Tax Admin-
istration Act 1994."

(2) In section ME 20(4), "of incorrect entry" is omitted.
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Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Determinations by Commissioner as to credits and
debits arising to imputation credit account
In section ME 40(6), " (in this section and in section 92 of the 5

Tax Administration Act 1994 referred to as a 'determination

of incorrect entry')" is omitted.

In section ME 40(7), "or a notice of determination of net loss

made under section 111(2) of that Act" is omitted.

In section ME 40(8), "of incorrect entry" is omitted. 10

Subsections (1) to (3) apply to the 2002-03 and subsequent
income years.

Use of credit to reduce dividend withholding payment,
or use of debit to satisfy income tax liability
In section MF 5(2)(b), "where the Commissioner has made an 15

assessment or a determination of loss" is replaced by "if an
..

assessment has been rnade .

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

Determinations by Commissioner as to credits and 20

debits arising to branch equivalent tax account
In section MF 6(6), "(in this section and in section 92 of the
Tax Administration Act 1994 referred to as a 'determination

of incorrect entry')" is omitted.

In section MF 6(7), "or a notice of determination of net loss 25

made under section 111(2) of that Act" is omitted.

In section MF 6(8), "of incorrect entry" is omitted.

Subsections (1) to (3) apply to the 2002-03 and subsequent
income years.

Use of consolidated group credit to reduce dividend 30
withholding payment or use of group or individual debit
to reduce income tax

In section MF 10(2)(b), "where the Commissioner has made

an assessment or a determination of net loss" is replaced by
"if an assessment has been made . 35
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(2) Subsection (1) applies to the 2002-03 and subsequent income
years.

168 Determinations by Commissioner as to credits and

debits arising to dividend withholding payment credit
account 5

( 1 ) In section MG 12(6), "(in this section and in section 92 of the
Tax Administration Act 1994 referred to as a 'determination

of incorrect entry')" is omitted.

(2) In section MG 12(7), "or a notice of determination of net loss
made under section 111(2) of that Act" isomitted. 10

(3) In section MG 12(8), "of incorrect entry" is omitted.

(4) Subsections (1) to (3) apply to the 2002-03 and subsequent
income years.

169 Correction by Commissioner of credits and debits

(1) In section MI 12(2), "(in this section and in section 92 of the 15
Tax Administration Act 1994 referred to as a 'determination

of incorrect entry')" is omitted.

(2) In section MI 12(3) and MI 12(5), "of incorrect entry" is
omitted.

(3) In section MI 12(4), "or a notice of determination of net loss 20

made under section 111(2) of that Act" is omitted.

(4) Subsections (1) to (3) apply to the 2002-03 and subsequent

income years.

New (unanimous)

169A New sections MZ 5 and MZ 6 inserted

(1) After section MZ 4, the following is inserted: 25

"MZ 5 Application of excess tax to nil period
"(1) To the extent that tax paid in excess by or on behalf of a

taxpayer is refundable and, before it is applied under this
section, has not been applied to satisfy a tax liability or other
amount due, the Commissioner must apply all or part of the 30

excess to a nil period if-

"(a) before 21 April 2001-
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New (unanimous)

"(i) the taxpayer or their agent requested, in writing,
that the Commissioner apply all or part of the
excess to the nil period; or

"(ii) the Commissioner, by notice, declined the tax-
payer's or their agent's request to apply all or part 5
of the excess to the nil period; or

"(iii) the Commissioner provided the taxpayer to
whom the tax was applied with a notice or a
statement of account that reflected the application
of all or part of the excess to the nil period, 10
irrespective of whether the application of the
excess is subsequently reversed; and

"(b) on or after the date that the Taxation (Annual Rates,
Taxpayer Assessment and Miscellaneous Provisions)
Act 2001 receives the Royal assent, the taxpayer identi- 15
fies themselves, or the taxpayer' s agent identifies the
taxpayer, to the Commissioner as being a person to
whom this section applies.

"(2) To the extent that tax paid in excess by or on behalf of a
taxpayer is refundable and, before it is applied under this 20
section, has not been applied to satisfy a tax liability or other
amount due, the Commissioner must apply all or part of the
excess to a nil period if, on or after 21 February 2001-
"(a) an assessment is made of a previous year' s tax liability

that gives rise to the excess; and 25

'(b) the taxpayer or their agent requests that the Commis-
sioner apply all or part of the excess to the nil period.

"(3) The Commissioner must apply all or part of an excess to a date
in a nil period that occurs after the date the excess tax is paid.

"(4) In this section- 30

"nil period means a period in which a taxpayer does not have
an outstanding liability for unpaid tax

"tax includes a credit allowed to a taxpayer under Part L-
"(a) for withholding tax or provisional tax; and
"(b) in respect of a dividend withholding payment, if the 35

taxpayer is entitled to a refund of that credit under
Part L.

1 1

1 1



Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

New (unanimous)
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"MZ 6 Application of excess tax for 2001-02 income year
"(1) To the extent that tax for the 2001-02 income year is paid in

excess by or on behalf of a taxpayer and, before it is applied
under this section, has not been applied to satisfy a tax liability
or other amount due, the Commissioner must apply all or part 5
of the excess to a nil period if the taxpayer or their agent
requests that the Commissioner apply all or part of the excess
to the nil period.

"(2) The Commissioner must apply all or part of an excess to a date

in a nil period that occurs after the date the excess tax is paid. 10

"(3) In this section-

"nil period means a period in which a taxpayer does not have
an outstanding liability for unpaid tax

"tax includes a credit allowed to a taxpayer under Part L-
"(a) for withholding tax or provisional tax; and 15
"(b) in respect of a dividend withholding payment, if the

taxpayer is entitled to a refund of that credit under
Part L."

(2) In subsection (1)-

(a) new section MZ 5 applies to tax paid in excess, being tax 20
on income derived in the income years from 1995-96 to

2000-01 (both income years inclusive):

(b) new section MZ 6 applies to tax paid in excess, being tax

on income derived in the 2001-02 income year.

169B New section MZ 7 inserted 25

(1) After section MZ 6 (as inserted by section 169A), the following is
inserted:

"MZ 7 Application of allocation debit rules to certain
dividends

Section ME 8(4) does not apply to a dividend described in 30
section GZ 2, irrespective of whether a ratio change declaration
was filed in respect of the dividend."

(2) Subsection (1) applies to dividends derived between 1 April
1995 and 31 March 1996 (both dates inclusive).
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Payment of tax deductions to Commissioner

Section NC 15(2A) is repealed.

Subsection (1) applies on 1 April 1999.

Assessment and payment of tax

In section NC 17(1), "assessed under a general assessment" is 5

replaced by "included in an assessment".

In section NC 17(2)(c), "of assessment" is omitted.

In section NC 17(3)-

(a) "assessment that is deemed to be a general assessment

under section 92 by virtue of section 8OH(1)" is 10

replaced by "income statement that is treated as an
assessment under section 92 of the Tax Administration

Act 1994 by virtue of section 8OH(1) of that Act":

(b) "(2)(b)" is replaced by "(2)(b) of this section".

Subsections (1) and (2) apply to the 2002-03 and subsequent 15
income years.

Subsection (3) applies to (returns Of income and) income state-

ments for the 1999-2000 and subsequent income years.

Payment of fringe benefit tax-final quarter of income

year 20
In section ND 10(1), "assessed in" is replaced by "payable
for".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Payment of deductions of resident withholding tax to 25
Commissioner

In section NF 4(8), "or reassesses" is omitted.

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

Certificates of exemption 30
In section NF 9(1)(j), ", and has not, in any assessment for
that year, been treated as having net income of more than that
amount" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income
years. 35
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Payment of deductions of non-resident withholding tax
to Commissioner

In section NG 11(7), "or reassesses" is omitted.

Subsection (1) applies to the 2002-03 and subsequent income

years. 5

Payment and recovery of dividend withholding payment
etc

In section NH 3(2), in the portion before paragraph (a), "satis-
fies the Commissioner that" is omitted.

In section NH 3(2)(a), "It has" is replaced by "has". 10

In section NH 3(2)(b), "It has reason to believe" is replaced

by "believes on reasonable grounds".

In section NH 3(3), in the portion before paragraph (a), "satis-
fies the Commissioner that" is omitted.

In section NH 3(3)(a), "The loss company" is omitted. 15

In section NH 3(3)(b), "The loss company has reason to

believe" is replaced by "believes on reasonable grounds".

Subsections (1) to (6) apply to the 2002-03 and subsequent

income years.

Dividend withholding payments and consolidated groups 20

In section NH 5(3), "NH 3" is replaced by " 102 of the Tax
Administration Act 1994".

In section NH 5(4), in the portion between paragraphs (b) and

(c),'the nominated company for the consolidated group satis-
fies the Commissioner that" is omitted. 25

In section NH 5(4)(d), "It has reason" is replaced by "the

nominated company for the consolidated group has reasona-

ble grounds".

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years. 30

Definitions

This section amends section OB 1.

After the definition of accounting year, the following is
inserted:
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"accrual accounting method is defined in section EC 1(3) for
the purpose of that section".

Struck out (unanimous)

1

The definition of adequate rent is repealed.
1

In the definition of annual rates, "any year of assessment" is

replaced by "an income year . 5

After the definition of assessable income, the following is
inserted:

"assessment, according to the context, means an assessment
of tax-

"(a) made under a tax law by either a taxpayer or the 10
Commissioner:

"(b) being an amendment made by the Commissioner to an
assessment:

"(c) including, in the case of income tax, a net loss and any
terminal tax or refund due: 15

"(d) including, in the case of goods and services tax, an
assessment of any refund due".

After the definition of associated mining operations, the
following is inserted:

"associated persons, and other expressions about the associ- 20
ation of persons with each other, have the meanings set out in
sections OD 7 and OD 8".

The definition of associated person is repealed.

Subsection (9) amends the definition of beneficiary income as
it was before the enactment of section 412(2) of the Taxation 25
(Core Provisions) Act 1996.

In the definition of beneficiary income, the portion after
paragraph (b) and before the proviso is replaced by:
"but does not include gross income derived by a trustee of the
trust in any income year during which the trust is a superannu- 30
ation fund or any management fees to which section DI 3A
applies".

After the definition of capital improvement, the following is
inserted:
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"cash accounting method is defined in section EC 1(3) for the
purpose of that section .

In the definition of child, paragraph (b)(iii) is replaced by:

"(iii) is aged 18 years and is a person in respect of
whom a credit of tax is allowed under section 5

KD 2 or both sections KD 2 and KD 3".

In the definition of cost price, in the third proviso, "the
Commissioner considers equitable, having regard to the
nature of the lease asset, to the tenor of this definition, and to

any other matters which the Commissioner considers rele- 10
vant"' is replaced by 'is reasonable, having regard to the
nature of the lease asset and to the tenor of this definition".

In the definition of depreciating property, "has claimed or

will claim an allowable" is replaced by "may make a".

After the definition of determination, the following is 15
inserted:

"development is defined in section DJ 9A for the purpose of
that section and section DJ 98".

In paragraph (b) of the definition of development expendi-
ture, "DM 4" is replaced by "DM 4, EH 10 and EH 26". 20

In the definition of emergency call, paragraph (a) is replaced
by:

"(a) the services are-

'(i) essential to operate an employer' s plant or

machinery; or 25

"(ii) essential to operate plant or machinery of an
employer' s client or customer; or

"(iii) essential to maintain a service provided by a
public authority, a local authority or a person
carrying on a business to the extent that the busi- 30
ness is supplying energy or fuel to the public or

"(iv) emergency services relating to the health or
safety of a person; and".

In paragraph (b) of the definition of exploration expenditure,
"DM 4 and section" is replaced by "DM 4, EH 10, EH 26 and 35
GC 12".

The definition of general assessment or general income tax

assessment is repealed.

In the definition of income year, paragraph (c) is replaced by:

75



Part 2 cl 178

76

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

"(c) in Part B, means a period for which an income tax
assessment for a person is made and includes a period
other than a year for which an assessment for the person
is made in accordance with section 39 of the Tax

Administration Act 1994:" 5

New (unanimous)

(19A) After the definition of market value option, the following is
inserted:

"master fund, in sections DI 38, 01 38, ME 4 and ME 5, means a

group investment fund that derives category A income or a
qualifying unit trust". 10

( 19B) After the definition of member contributions, the following
is inserted:

member fund, in sections DI 38, DI 3C, ME 4 and ME 5, means a

group investment fund that derives category A income, a
qualifying unit trust or a superannuation fund". 15

(20) In the definition of mining venture-

(a) in the portion preceding paragraph (a), "in respect of
which the Commissioner is satisfied" is omitted:

(b) in paragraphs (a) and (b), "That it is" is replaced by
"that is": 20

(c) in paragraph (c), "That it consists" is replaced by "that
consists".

(21) In the definition of monetary remuneration, in paragraph
(a)(iii), "market" is inserted before "value of those benefits".

(22) In the definition of non-filing taxpayer, the following is 25
inserted after paragraph (a):

"(ab) is treated as having made an assessment for an income
year under section 92(2) of the Tax Administration Act
1994; or".

(23) In the definition of qualifying asset, the portion following 30
paragraph (b) is replaced by:
"in respect of which the taxpayer is allowed a depreciation
deduction for that income year:"

(24) In the definition of qualifying improvement, paragraph
(a)(iii), is replaced by: 35

1 1
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"(iii) the taxpayer is allowed for the income year, a

depreciation deduction in respect of the

improvement:"

(25) After the definition of qualifying trust, the following is
inserted: 5

"qualifying unit trust, means a unit trust-

"(a) that meets the following criteria:

"(i) the unit trust offers securities to the public in
accordance with the Securities Act 1978; and

"(ii) the unit trust has 100 or more unit holders (treat- 10

ing, for the purpose of this definition, all persons

associated with each other as one person); and
"(iii) the unit trust's unit holders are (either)-

"(A) unit trust managers who hold units in the

ordinary course of the manager' s activities 15

in respect of the unit trust; or

"(B) persons with an interest of (10%) 25% or
less in the unit trust (treating, for the pur-

pose of this definition, all persons associ-

ated with each other as one person); or 20

New (unanimous)

"(C) persons with an interest of 25% or more

(treating, for the purpose of this definition,

all persons associated with each other as

one person) if the person's interest is 25%
or more due to unusual or temporary cir- 25
cumstances, such as the recent establish-

ment or forthcoming termination of the

unit trust, being a unit trust that would sat-

isfy paragraph (b), (c), (d) or (e): or

"(b) whose unit holders are any one or more of the 30

following:

"(i) a qualifying unit trust within the meaning of para-
graph (a) or (b):

"(ii) a group investment fund:

"(iii) a life insurance company: 35
"(iv) a superannuation fund:
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"(v) a unit trust manager, a trustee or a person nomi-
nated by the manager or the trustee who holds
units in the ordinary course of the (manager's)

management activities in respect of the unit trust:
"(vi) a person with an interest of (10%) 25% or less in 5

the unit trust (treating, for the purpose of this
definition, all persons associated with each other

as one person) and the unit trust is one that offers
securities to the public in accordance with the
Securities Act 1978; or 10

New (unanimous)

"(vii) a person with an interest of 25% or more (treat-
ing, for the purpose of this definition, all persons
associated with each other as one person) if-
"(A) the person' s interest is 25% or more due to

unusual or temporary circumstances such 15
as the recent establishment or forthcoming
termination of the unit trust, being a unit
trust that would satisfy paragraph (a), (c), (d)
or (e); and

"(B) the unit trust is one that offers securities to 20

the public in accordance with the Securi-
ties Act 1978; or

"(c) that has less than 100 unit holders if the unit trust could

reasonably be regarded as a widely-held investment
vehicle for direct investment by members of the public 25
despite the lesser number of unit holders or investors; or

"(d) that has less than 100 unit holders if the existence of
less than 100 unit holders or investors is due to unusual

or temporary circumstances, such as the recent estab-
lishment or forthcoming termination of the unit trust, 30
otherwise being a unit trust that would satisfy paragraph
(a), (b), (c) or (e); or

"(e) that has less than 100 unit holders if the unit trust could

reasonably be regarded as a vehicle primarily for
investment by widely-held vehicles for direct invest- 35
ment, being one or more of the following-

"(i) unit trusts; or

"(ii) group investment funds; or

1 1
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New (unanimous)

"(iii) life insurance companies; or
"(iv) superannuation funds".

Part 2 cl 178

Struck out (unanimous)

1 1

"(c) that has less than 100 unit holders if-

"(i) the unit trust could reasonably be regarded as a

widely-held investment vehicle for direct invest- 5
ment by members of the public despite the lesser
number of unit holders; or

"(ii) the existence of less than 100 unit holders is due

to unusual or temporary circumstances, such as

the recent establishment or forthcoming termina- 10

tion of the unit trust, being a qualifying unit trust

that would satisfy paragraph (a) or (b); or
"(iii) the unit trust could reasonably be regarded as a

vehicle primarily for investment by widely-held

vehicles for direct investment, being- 15

"(A) unit trusts; or

"(B) group investment funds; or

"(C) life insurance companies; or

"(D) superannuation funds".
1 1

(26) After the definition of replacement price option, the follow- 20

ing is inserted:

"research is defined in section DJ 9A for the purpose of that
section and section DJ 98".

(27) In the definition of residual expenditure, paragraph (a) is
replaced by: 25

"(a) expenditure in respect of which a deduction is allowed
under section DJ 9:".

(28) In the definition of small taxpayer, "Part EE" is replaced by
'Part EE and section EH 26".

(29) In the definition of temporary building, paragraph (c) is 30

replaced by:

"(c) was erected, and is used, for the purpose of housing
specific plant or machinery and would have to be

79
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demolished in removing or replacing the plant or

machinery".

The definition of year of assessment is repealed.

Subsections (2), (4), (5), (10) to (13), (16), (19) to (24), (27) and (29)

apply to the 2002-03 and subsequent income years. 5

Subsections ((3),) (18) and (30) apply on the first day of the

2002-03 income year.

Subsection (6) applies on and after the date this Act receives

the Royal assent.

Subsection (7) applies on the date this Act receives the Royal 10
assent.

Subsection (9) applies to management fees charged during the
1995-96 and 1996-97 income years.

Subsections (14), ((15), (17), (25),) (19A), (198), (25) and (26) (and

(28)) apply to the 2001-02 and subsequent income years. 15

New (unanimous)

(37) Subsections (15), (17) and (28) apply to the 1997-98 and subse-

quent income years.

179 Modifications to measurement of voting and market

value interests in case of continuity provisions

Struck out (unanimous)

1 1

(1) After section OD 5(4), the following is inserted: 20

"(4A) The unit holders of a qualifying unit trust, in their collective

capacity, are treated as holding all shares in the qualifying unit

trust as if the unit holders were always the same notional
single person (other than a company, and separate and distinct

from those persons who are unit holders in their capacities 25
other than as unit holders in the qualifying unit trust) whose

existence is co-extensive with that of the qualifying unit trust
and who only holds shares in the qualifying unit trust."

1 1

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

"(5A) A qualifying unit trust may apply subsection (58).

"(5B) The unit holders of a qualifying unit trust, in their collective
capacity, are treated as holding all shares in the qualifying unit
trust as if the unit holders were always the same notional 5
single person (other than a company) whose existence is co-
extensive with that of the qualifying unit trust and who only
holds shares in the qualifying unit trust.

"(50 If a qualifying unit trust exists on the first day of the 2001-02
income year and chooses to apply subsection (58), on the first 10
day of that year, the balances of the qualifying unit trust' s
imputation credit account and dividend withholding payment

account and any losses carried forward are treated as having

been accumulated by the same notional single person, and that

person is treated as always having existed in respect of the 15
balance."

Struck out (unanimous)

1 1

(2) In subsection OD 5(7), "(5)" is replaced by "(4A), (5)".

New (unanimous)

(2) In section OD 5(7)-

(a) in paragraph (a), "(5)" is replaced by "(5), (58), (5C)":

(b) in paragraph (b)(ii), "either or both" is replaced by 20
"

any one .

"(3)

Subsections (1) and (2) apply to the 2001-02 and subsequent

income years.

Further definitions of associated persons

In section OD 8(3)- 25

(a) the portion before paragraph (a) is replaced by:

In paragraph (a) of the definition of adjusted tax value,

paragraph (a) of the definition of insurance, the international
tax rules, Parts EG, FG and LF, and sections DM lA, EH 7,

81
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1 1
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EH 53, EL 7(3)(b), EO 4A, EZ 9, EZ 11, FH 1(2), GC 14B,
GD 13, HK 11, KH 2, LC 1, NH 7, OE 7 and OE 8, associated

persons or persons associated with each other are-":

(b) the proviso to paragraph (a) is repealed.

(2) After section OD 8(3), the following is inserted: 5

"(3A) Despite section OD 8(3)(a), in the international tax rules

(apart from section CG 8), 2 companies are not associated
persons or persons associated with each other if one company,
but not both companies, is not resident in New Zealand."

(3) Subsections (1)(a) and (2) apply on and after the date this Act 10
receives the Royal assent.

(4) Subsection (1)(b) applies on the date this Act receives the Royal
assent.

181

(1)

(2)

(2)

(3)

(4)

182

(1)

183

(1)

82

Commission agency contracts performed out of New
Zealand 15

In section OE 5(1), ", and the Commission agent's income tax

liability shall be calculated accordingly " is omitted.

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

References to particular regimes in former Act, etc 20
In section OZ 1(1), in the definition of life insurance rules-
(a) "of this Act and section 112 of the Tax Administration

Act 1994" is omitted:

(b) "of this Act and the Tax Administration Act 1994" is
omitted. 25

Section OZ 1 (2) is repealed.

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

Subsection (2) applies on the first day of the 2002-03 income

year. 30

Consequential changes to sections resulting from
taxpayer assessment

Wherever it occurs, ", in the opinion of the Commissioner," is
omitted from the following sections:
CB 2(1)(e) CB 4(1)(e) CC 1 (2) 35

CD 1(3) CE 1 CF 3(1)
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CF 3(7)(b) CZ 1(3) DB 1( 1)(e)

DB 1(2)(c) DD 2(1) DJ 5(3)

DL 5(2)-in the definition of forestry company
DL 5(2)-in the definition of Maori investment company
DN 2(5)-item 'a' DN 3(1) DN 3(5)(a)(ii) 5

EG 18(6) EO 4(12)

(EP 1(11)) EP 1(11)-in the definition of annual income
tax balance date

FC 5(3)(b) HH 1(6) IE 2(7)(a)

OB 1-in the definition of associated mining operations 10
OB 1-in the definition of existing farmer
OB 1-in the definition of exploration expenditure
OB 1-in the definition of mining holding company
OB 1-in the definition of policy of life insurance
OB 6(1)(b) OB 6(1)(c). 15

(2) Wherever it occurs, "in the opinion of the Commissioner" is
omitted from the following sections:
CB 2(1)(c)(ii) CF 7(2) CI 3(9)(d)

DN 2(5) DN 3(3) LF 2(3)(b).

(3) Wherever it occurs, ", in the Commissioner's opinion," is 20
omitted from the following sections:
IH 1(1)(a) IH 1(2)(c).

(4) In section OB 1, in the definition of private use or enjoy-
ment, "the Commissioner is of the opinion that" is omitted.

(5) In section CG 8(8)(c)(i), "the Commissioner considers that" 25
is omitted.

(6) Wherever it occurs, ", the Commissioner is satisfied," is omit-

ted from the following sections:
CI 1(0)(iv) CI 2(6)(d) CI 3(9)(a)

CI 3(10)(c) IE 2(1) 30

KC 3(3)-in the definition of full-time earner

OB 1-in the definition of expenditure on account of an
employee
OB 1-in the definition of work related vehicle.

(7) Wherever it occurs, "the Commissioner is satisfied" is omit- 35
ted from the following sections:
CB 8(1) CI 1(0)(v) CJ 1(3)

DN 1(6)(a) DO 1.

(8) Wherever it occurs, "the Commissioner is satisfied that" is

omitted from the following sections: 40

83
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(9)

(10)

(11)

(12)

(13)

(14)

84
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CB 4(1 )(d) CC 2(1) CD 1 (2)
CD 1(4) CF 3(1) CIl

CI 3(9)(b) CI 3(10)(b) CI 3(11)
CI 4(4) CN 2(1) CZ 1

CZ 4(1)(c)(ii) DD 1 (b) DF 3(4)

DF 5(2) I)F 6(1) DK 1 (7)

DN 1(1)(b) DN 1 (9) DN 2

EG 18(3) EO 5(1) FZ 1 (4)

HC 1 (5) IE 2(1) IF 1(2)

IF 1(3) IH 1(1) MD 2(6)

MF 5(6) MF 10(5) MF 14(3)
OB 1-in the definition of active miner

OB 1-in the definition of cost price

OB 1-in the definition of distinctive work clothing
OB 1-in the definition of prescribed activities

OB 1-in the definition of private use or enjoyment.

Wherever it occurs, "Commissioner is satisfied that the" is

omitted from the following sections:
CI 2(5)(b) CI 2(6)(c).

Wherever it occurs, "satisfies the Commissioner that the per-
son" is omitted from the following sections:
OB 1-in the definition of active miner

OB 1-in the definition of non-resident mining operator
OB 1-in the definition of resident mining operator.

Wherever it occurs, "in such manner as the Commissioner

may allow" is omitted from the following sections:
ME 13(4)(b)(i) ME 27(3)(b)(i) MG 16(4)(b)(i)
MI 19(4)(c)(i).

Wherever it occurs, "by the Commissioner" is omitted from
the following sections:
CG 8(11)-item 'c' CG 11(13) DJ 5(1)

EG 15(2)(a) HB 1 LB 1(1)

LB 2(5)(b) MB 8(2)(b)

OB 1-in the definition of cost price
OB 1-in the definition of specified dividends.

In the following sections, "assessable and is omitted:
CB 1(1)(c) CN 4(3) HE 1(f)

HG 8(1)(a) HI 4(2) HK 14

IG 1 (4) KC 5(1) KE 1(1).

In the following sections, "alter" is replaced by "amend":

5

10

15

20

25

30

35

40
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CE 4(3) CF 6(5) CH 2(4)

DC 1 (5) DM lB DM 11(1)

DZ 6(5) EB 3(3) ED 1(3)(b)

ED lA(4)(b) ED 18(3)(b) EL 6(4)(b)(i)
EO 4B HC 1(7) IE 1(4)(f) 5

LD 3(7) LD 8(9).

(15) Subsections (1) to (14) apply to the 2002-03 and subsequent
income years.

Part 3

Amendments to Tax Administration Act 1994 10

184 Tax Administration Act 1994

This Part amends the Tax Administration Act 19942.

2 1994 No 166

185 Interpretation
(1) This section amends section 3(1).

(2) The following definitions are repealed: 15
assessment

determination

determination of net loss

determination of net loss carried forward

foreign tax 20
New Zealand tax

(3) In paragraph (a) of the definition of deferrable tax, "by the
Commissioner" and "on a due date" are omitted.

New (unanimous)

(3A) In paragraph (b) of the definition of notice of proposed

adjustment, "section 89D" is replaced by 'either section 25
89D or section 89[}A".

(4) In the definition of period of deferral-
(a) in paragraph (a), "or the Commissioner" is inserted

after "the taxpayer":

(b) in paragraph (b), "specified in the notice of assess- 30
ment" is omitted.

85
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(5)

(6)

(7)
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New (unanimous)

(4A) After paragraph (b) of the definition of response period, the
following is inserted:

"(ba) the date fixed by the taxpayer on their notice of assess-
ment, if the taxpayer fixes a date allowed by section 92:".

In the definition of taxpayer's tax position- 5

(a) in paragraph (a), in the portion before subparagraph (i),
"Unless paragraph (b) applies," is omitted:

(b) paragraph (b) is repealed.

Subsections (3)( , (4)) to (4A) and (5)(a) apply to the 2002-03 and
subsequent income years. 10

Subsections (2) and (5)(b) apply on the first day of the 2002-03
income year.

Taxpayer's tax obligations

In section 15B, the following is inserted before paragraph (a):

"(aa) if required under a tax law, make an assessment:" 15

Subsection (1) applies to the 2002-03 and subsequent income

years.

New (unanimous)

186A New section 32D inserted

(1) After section 32C, the following is inserted:

"32D Disclosure requirements for purpose of continuity 20

provisions and qualifying unit trusts

"(1) Upon the request of a trustee of a qualifying unit trust, a unit

holder of the qualifying unit trust must provide the trustee
with a written statement of persons associated with the unit
holder. 25

"(2) A request must be made in writing.

"(3) A unit holder who receives a request must provide the state-
ment no later than 20 working days after the date on which the
request is made.

"(4) The trustee is entitled to rely on the statement as being correct, 30
and the statement is treated as being correct unless the trustee

1 1

1 1

1

1
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"(1)

"(2)

(2)

(2)

(3)

(2)

(3)

189

(1)

"(3)

188
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New (unanimous)
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has reasonable grounds for believing that the statement pro-
vided is not correct."

Subsection (1) applies to the 2001-02 and subsequent income

years.

Section 33 replaced 5

Section 33 is replaced by:

Annual returns of income by taxpayers

In an income year, a taxpayer, other than a taxpayer to whom

section 33A applies, must furnish to the Commissioner a

return of income (or returns Ofincome) in the prescribed form 10

for the preceding income year, together with such other partic-
ulars as may be prescribed.

A return must contain a notice of the assessment required to
be made under section 92."

Subsection (1) applies to the 2002-03 and subsequent income 15
years.

Annual income tax returns not required

In section 33A(2)(n), "to determine their income tax liability"
is omitted.

In the section heading to section 33A, "income tax returns" 20
is replaced by "returns of income".

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.

Consequential adjustments on change in return date
Section 39(3) is replaced by: 25

If a return of income has been made to a date other than

31 March in an income year, the assessment in relation to the
return is to be treated as made to that date and not to the

31 March nearest to that date."

In section 39(4), "or additional assessments" is omitted. 30

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

87
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190 Returns by person claiming housekeeper or charitable
rebates

New (unanimous)

(A 1) Section 41A(6) is repealed.

(A2) Section 41A(6AA) is replaced by:

"(6AA) The Commissioner may, in special circumstances, accept 5
an application for a refund before the end of the income year
to which the application relates."

(1) In section 41A(8), assessable and" is omitted.

(2)

New (unanimous)

(lA) Subsection (Al) applies on the first day of the 2001-02 income
year. 10

(1B) Subsection (A2) applies to rebate applications made in the
2001-02 and subsequent income years.

"(1)

"(2)

"(3)

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

Section 43 replaced 15
Section 43 is replaced by:

Income tax returns and assessments by executors or
administrators

The executor or administrator of a deceased taxpayer must
furnish the same returns of income and make the same assess- 20

ments that the taxpayer was required to furnish or make, or
would have been required to furnish or make, if the taxpayer
had remained alive.

The Commissioner may from time to time require the execu-
tor or administrator to furnish such further returns of income 25

for the deceased taxpayer as the Commissioner considers
necessary.

Income tax assessed in respect of a deceased taxpayer,
whether or not under subsection (1), is to be treated as a liability

incurred by the deceased taxpayer during their lifetime, and 30

1 1

1

1

1
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(1)

(2)

(3)

(2)

193

(1)

"(2)
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the executor or administrator of the taxpayer is liable for the
same accordingly.

Part IIIA and section 33A(1) do not apply to a natural person
acting in the capacity of an executor or administrator of a
deceased taxpayer." 5

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

Commissioner may in certain cases demand special

returns and make special assessments

In section 44(5), "any such assessment of taxable income is 10
made" is replaced by "an assessment is made under this
section".

In section 44(6), "in respect of the taxable income of the
person during" is replaced by " for".

Subsections (1) and (2) apply to the 2002-03 and subsequent 15
income years.

Special returns for financial arrangements
Section 44B(2) is replaced by:

Despite the time bar, the Commissioner must make assess-
ments in respect of the person for the income years to which 20
the adjustment relates according to the calculations of income
and expenditure under the adjustment."

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

New (unanimous)

193A Income statement deemed return 25

(1) In section 8OG(2), "to be signed" is replaced by "to contain a
notice of assessment signed".

(2) Subsection (1) applies to the 2002-03 and subsequent income

years.

89
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194 Income statement deemed general assessment

(2)

(3)

(4)

(5)

(2)

195

(1)

Struck out (unanimous)

1 1

(1) In section 8OH(1), "a general assessment under section 92 as
to the person's taxable income, the person's income tax liabil-
ity, and the person' s income tax payable or refund due" is
replaced by "an assessment required to be made under 5
section 92".

New (unanimous)

(1) Section 8OH(1) is replaced by:

"( 1) A person is treated as having made an assessment under

section 92 in respect of an income statement that is deemed to

be a return of income under section 806(2)." 10

196

90

(1)

In section 8OH(3), 8OH(5) and 8OH(6), "a general assess-

ment" is replaced by "an assessment".

In section 8OH(4), "A general assessment" is replaced by "An
assessment .

In section 8OH, the section heading is replaced by: 15
"Income statement deemed assessment".

Subsections (1) to (4) apply to the 2002-03 and subsequent
income years.

Deemed matters

Section 80I(2)(c) is replaced by: 20

"(c) an assessment is deemed to have been made- .

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

Notices of proposed adjustment required to be issued by
Commissioner 25

Struck out (unanimous)

In section 89C, "an assessment"

assessment" , wherever it occurs.
is replaced by "a notice of

1



(4)
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Struck out (unanimous)

1 1

(2) In section 89C(g) and 89C(i), "assessment" is replaced by
99

"notice of assessment .

(3) In section 89C(k), "assessment" is replaced by "notice of
assessment" in the second place where it occurs.
1 1

New (unanimous)

(lA) In section 89C, in the words before paragraph (a), "may issue 5
a taxpayer with an assessment of tax" is replaced by "makes
an assessment".

(1B) In section 89C(g) and 89C(i), "issued" is replaced by
"made".

(1C) In section 89C(k)- 10

(a) "issues", "issued" and "issue" are replaced by

"makes", "made" and "make" respectively:

(b) "assessment to" is replaced by "assessment for".

(ID) In section 89C(1), "IIIA." is replaced by "IIIA; or" and the

following is added: 15

"(m) the assessment includes a calculation by the Commis-
sioner of a rebate of income tax under Part KD of the

Income Tax Act 1994.'

197

(1)

"(2)

Subsections ((1) to (3)) (lA) to (lD) apply to the 2002-03 and

subsequent income years. 20

Taxpayers and others with standing may issue notices of

proposed adjustment

Section 89D(2) is replaced by:

A taxpayer who has not furnished a return of income for an
assessment period may dispute the assessment made by the 25

Commissioner only by furnishing a return of income for the

assessment period.

New (unanimous)

"(2AA) For the purpose of subsection (2), section 33(2) does not apply.

91
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"(2A) A taxpayer to whom section 8OF applies who has not fur-
nished an amended income statement for an assessment

period may dispute a deemed assessment under section 8OH

only by furnishing an amended income statement for the

assessment period." 5

(2) Subsection (1) applies to the 2002-03 and subsequent income

years.

198 New section 89DA inserted

(1) After section 89D, the following is inserted:

'"89DA Taxpayer may issue notice of proposed adjustment for 10

taxpayer assessment

"(1) A taxpayer may issue a notice of proposed adjustment in

respect of an assessment made by the taxpayer for an income

year if the Commissioner has not previously issued a notice of

proposed adjustment to the taxpayer in respect of the 15
assessment.

"(2)

(2)

92

For a notice of proposed adjustment to have effect, a taxpayer

must issue the notice of proposed adjustment within the appli-

cable response period."

Subsection (1) applies to the 2002-03 and subsequent income 20
years.

199 Determinations in relation to financial arrangements

(1) Section 90(9) is replaced by:

"(9) If a person has applied a determination under subsection (1),

an assessment made in respect of the person must be in accor- 25
dance with the determination.

"(10) Subsection (9) does not apply if-

"(a) since the date of the determination the legislation on

which the determination was based has been repealed or

amended to the detriment of the person relying on the 30
determination; or

"(b) there was a material misrepresentation or omission in

the application for the determination, whether inten-
tional or not."

(2) Subsection (1) applies to the 2002-03 and subsequent income 35
years.
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(1)
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Notification of determinations

Section 90AD(3) is replaced by:

If a person has applied a determination under section 90AC,
an assessment made in respect of the person must be in accor-
dance with the determination. 5

Subsection (3) does not apply if-
"(a) since the date of the determination the legislation on

which the determination was based has been repealed or
amended to the detriment of the person relying on the
determination; or 10

"(b) there was a material misrepresentation or omission in
the application for the determination, whether inten-
tional or not."'

Subsection (1) applies to the 2002-03 and subsequent income
years. 15

201 Determinations in relation to apportionment of interest
costs

(1) Section 90A(9) is replaced by:

"(9) If a person has applied a determination under subsection (1),
an assessment made in respect of the person must be in accor- 20
dance with the determination.

"(10) Subsection (9) does not apply if-
"(a) since the date of the determination the legislation on

which the determination was based has been repealed or
amended to the detriment of the person relying on the 25
determination; or

"(b) there was a material misrepresentation or omission in
the application for the determination, whether inten-
tional or not."

(2) Subsection (1) applies to the 2002-03 and subsequent income 30
years.

Section 92 replaced

Section 92 is replaced by:

93
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"92 Taxpayer assessment

"(1) A taxpayer who is required to furnish a return of income for an
income year must make an assessment of the taxpayer' s taxa-

ble income and income tax liability and, if applicable for the
income year, the net loss, terminal tax or refund due. 5

New (unanimous)

"(lA) A taxpayer who must make an assessment may fix a date on
their notice of assessment that occurs during the time period

set by the Commissioner.

"(1B)For the purpose of subsection (lA), the Commissioner may set a
time period during which a taxpayer may fix a date on their 10

notice of assessment by reference to the last date on which the
taxpayer is required to furnish their return of income.

"(2) A non-filing taxpayer is treated as having made an assessment
for an income year on the terminal tax date for the income

year." 15
New (unanimous)

"(3) This section does not apply to a taxpayer-

"(a) in respect of whom a rebate of income tax allowed
under Part KD of the Income Tax Act 1994 is calculated

by the Commissioner; and

(b) for the income year to which the rebate relates. 20

"(4) This section does not apply to a taxpayer-

"(a) in respect of whom the Commissioner has made an
assessrnent; and

"(b) for the income year to which the assessment relates."

(2) Subsection (1) applies to the 2002-03 and subsequent income 25
years.

New (unanimous)

202A New section 92AA inserted

(1) After section 92, the following is inserted:

1 1

1 1

1 1
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New (unanimous)
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"92AA Commissioner assessment for taxpayers allowed
rebates under Part KD of Income Tax Act 1994

The Commissioner must make an income tax assessment for

an income year in respect of a taxpayer who is allowed a
rebate of income tax under Part KD of the Income Tax Act 5

1994 for that year."

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

204

(1)

(2)

205

(1)

(2)

(3)

(4)

Basic rates of income tax

In section 92A(1), "in any year of assessment" is replaced by 10
" for an income year".

In section 92A(2), "year of assessment" is replaced by
"

income year .

Subsections (1) and (2) apply to the 2002-03 and subsequent
income years. 15

Assessments and determinations made by electronic
means

In section 105, "by the Commissioner" is inserted after "An
assessment or determination made".

Subsection (1) applies to the 2002-03 and subsequent income 20

years.

Reassessment for income tax where return date between

31 March and 1 October
"

In section 107, year of assessment is replaced by "income

year . 25
In section 107(b), "altering" is replaced by "amending".

In section 107, in the section heading, "Reassessment" is
replaced by Amended assessment .

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years. 30

95

1 1

1



96

(1)

(2)

Part 3 cl 206

(4)

(5)

(6)

207

(1)

(2)

(3)

"(6)
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206 Time bar for amendment of assessment of taxable

income, income tax liability and tax payable under
Income Tax Act 1994

(1) Section 108(1)(a) is replaced by:
66

(a) a taxpayer furnishes an income tax return and an assess- 5
ment has been made; and".

(2) After section 108(lA), the following is inserted:

"(1B) The Commissioner must not amend a non-filing taxpayer's
assessment if 4 years have passed from the end of the income
year in which the terminal tax date for the assessment falls." 10

(3) In section 108, the section heading is replaced by:
""Time bar for amendment of income tax assessment

(4) Subsections (1) to (3) apply to the 2002-03 and subsequent
income years.

208

Commissioner to give notice of assessment to taxpayer 15
In section 111(1), "an assessment is made" is replaced by
*'making an assessment".

Section 111(2) to (5) is repealed.

Section 111(6) is replaced by:

Omitting to give a notice under this section does not invalidate 20
the assessment or in any manner affect the operation of the
assessment."

In section 111(7), "an assessment" is replaced by "a notice of
99

assessment .

Subsections (1), (3) and (4) apply to the 2002-03 and subsequent 25
income years.

Subsection (2) applies on the first day of the 2002-03 income
year.

Commissioner to make determination of life insurer's

policyholder's loss 30

Section 112 is repealed.

Subsection (1) applies on the first day of the 2002-03 income
yeM.
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(1)

(2)

209

(1)

(2)

210

(1)

(2)

212

(1)

(2)
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Assessment and Miscellaneous Provisions) Part 3 cl 213

Validity of assessments not affected by failure to comply
with Inland Revenue Acts

In section 114, "made by the Commissioner" is inserted after
"assessment".

Subsection (1) applies to the 2002-03 and subsequent income 5
years.

Determination of claims for foreign tax credits

Section 115 is repealed.

Subsection (1) applies on the first day of the 2002-03 income

year. 10

Notice of foreign tax credit determination to taxpayer

Section 116 is repealed.

Subsection (1) applies on the first day of the 2002-03 income

year.

Evidence of foreign tax credit determination 15

Section 118 is repealed.

Subsection (1) applies on the first day of the 2002-03 income

year.

New (unanimous)

212A Definitions

(1) After section 120C(2), the following is added: 20

"(3) In the definition of tax paid, paragraph (a) includes tax paid in

excess that is applied under either section MZ 5 or section MZ 6 of
the Income Tax Act 1994."

(2) Subsection (1) applies to the income years from 1997-98 to

2001-02 (both income years inclusive). 25

213 Liability to pay interest

(1) Section 12OD(4) is replaced by:

"(4) Interest overpaid by the Commissioner may be recovered in
the same manner as income tax that is payable under the
Income Tax Act 1994." 30

97
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(1)

(2)

215

214

(1)

(2)
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(2)

(3)

216

(1)

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

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

New (unanimous)

213A Interest on tax overpaid
( 1) This section amends section 122 of the Tax Administration

Act 1994, as it was before its repeal by section 36 of the 5
Taxation Administration Amendment Act (No 2) 1996.

(2) In section 122(10), after the definition of specified rate of

interest, the following is added:

(2)

"tax paid includes tax paid in excess that is applied under
section MZ 5 of the Income Tax Act 1994." 10

Subsection (2) applies to the 1995-96 and 1996-97 income
years.

Objections to determinations

Section 131 is repealed.

Subsection (1) applies on the first day of the 2002-03 income 15

year.

Application of this Part to objections to foreign tax
credit determinations

Section 132 is repealed.

Subsection (1) applies on the first day of the 2002-03 income 20
year.

Certain rights of challenge not conferred

Section 138E(1)(e)(iv) is replaced by:

"(iv) any of sections 21 to 23,36 to 46,58,62,63,80,

88, 89C, 89K, 89M, 92, 106, 107, 108A, 108B, 25

109, 110, 111, 113, 114, 12OA to 120U, 128A,
138N, 142A, 142C, 146, 150A, 157, 160, 166,

167, 174AA, 176, 177, 183A, 183B, 183D and
183F of this Act-".

In section 138E(1)(e)(iv), as amended by subsection (1), 30
"183B," is omitted.

1 1
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(3)

(4)

(2)

217

(1)

218

(1)

(2)

219

(1)

"(1)

(2)

(3)

(4)

(2)

221

(1)

(2)

220

(1)
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Subsection (1) applies to the 2002-03 and subsequent income

years.

Subsection (2) applies on and after 1 April 2002.

Obligation to pay tax during challenge

In section 1381(1), "specified in the notice of assessment" is 5
omitted.

Subsection (1) applies to the 2002-03 and subsequent income

years.

Tax shortfalls

Section 141(11) is repealed. 10

Subsection (1) applies on the first day of the 2002-03 income

year.

New due date for payment of tax that is not a penalty

Section 142A(1) is replaced by:

If an assessment of tax is increased after the due date for the 15

payment of the tax the Commissioner must, in the notice of
assessment that includes the increase, fix a new date for the

payment of the tax or increased tax."

In section 142A(2), "reassessment" is replaced by
"assessment". 20

In section 142A(4), "or reassessment" is omitted.

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years.

Deduction of tax from payments due to defaulters

In section 157(4), "year of assessment" is replaced by 25

'Income year".

Subsection (1) applies to the 2002-03 and subsequent income

years.

Recovery of refund due to excess tax credits allowed

Section 165A is repealed. 30

Subsection (1) applies on the first day of the 2002-03 income
year.

99
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(1)

(2)

(3)

223

(1)

(2)
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Tax paid in excess may be set off against additional tax

when assessment reopened
In section 166(1)(a)-

(a) "any year of assessment" is replaced by "an income
99year : 5

(b) "alters" is replaced by "amends".

In section 166(1)(b), "any year or years of assessment" is

replaced by "an income year .

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years. 10

Power of Commissioner in respect of small amounts of
refunds or tax payable

In section 174AA, "issuing a notice of assessment" is
replaced by "making an assessment".

Subsection (1) applies to the 2002-03 and subsequent income 15

years.

Relief in cases of serious hardship

In section 176(1), -alterations in" is replaced by "amend-
ments to".

Subsection (1) applies to the 2002-03 and subsequent income 20
years.

New (unanimous)

224A Discretion to grant relief in cases of financial hardship

(1) In section 177(4), "issue an amended" is replaced by "amend
an".

(2) Subsection (1) applies to the 2002-03 and subsequent income 25

years.

225

(1)

(2)

100

Obligation to pay tax on foreign investment fund

income able to be suspended

In section 183(2), "Sections 12OT and 142" is replaced by
"Part VII". 30

Section 183(2)(b)(i)(A) is replaced by:

1 1

1 1
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(2)

(3)

(4)

227

Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions) Part 4 cl 227A

"(A) the date of the first notice of assessment

with respect to that tax; or".

Subsections (1) and (2) apply to the 2002-03 and subsequent

income years.

Consequential changes to sections resulting from 5

taxpayer assessment

Wherever it occurs, "alter" is replaced by "amend" in the

following sections:
107A 108 108A

127(1) 130(4) 138P(3) 10

138P(4).

Wherever it occurs, "altered" is replaced by "amended" in
the following sections:
107 136(17)(a) 176(1).

Wherever it occurs, "alteration" is replaced by "amendment" 15
in the following sections:
135(3)(a) 136(19)(a) 138P(5).

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years.

Part 4 20

Amendments to other Inland Revenue Acts

Amendments to Goods and Services Tax Act 1985

Goods and Services Tax Act 1985

(Section 228 amends) Sections 227A, 2278,228 and 228A amend

the Goods and Services Tax Act 19853. 25

' 1985 No 141. RS Vol 27

New (unanimous)

227A Meaning of term supply

( 1) In section 5(11 G)-

(a) in the portion before paragraph (a), "if" is omitted:

(b) in paragraph (a), "if" is inserted before "it": 30
(c) in paragraph (b), "if" is inserted before "the supplier of

the goods and services".

(2) Subsection (1) applies on and after 10 October 2000.

101
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New (unanimous)

227B Value of supply of goods and services
(1) This section amends section 10 of the Goods and Services Tax

Act 1985 as it was before its replacement by section 90 of the

Taxation (GST and Miscellaneous Provisions) Act 2000 and

before its amendment by section 79 of the Taxation (Remedial 5

Matters) Act 1999.

(2) After section 10(16), the following is inserted:

"(16A) Subsection (16) does not apply to a supply of services
described in section 11(2A)."

(3) After section 10(17), the following is inserted: 10

"(17A) Subsection (17) applies to a supply of services described in

section 11(2A) which is in exchange for a token, stamp or

voucher even if the monetary value of the token, stamp or
voucher is stated thereon."

(4) Subsections (2) and (3) apply to a supply made by a registered 15
person between 1 October 1986 and 19 May 1999 (both dates

inclusive) if, on or after 15 September 1995, the registered

person has sought an adjustment on any basis to a calculation

of tax payable in respect of the supply.

228 Zero-rating of goods

102

New (unanimous)

(Al) After section 11(1)(k), the following is inserted:

"(ka) the goods are supplied for use on, or the use of, a
pleasure craft, being a temporary import within the

meaning of section 116 of the Customs and Excise Act
1996, that cause or enable the craft to sail, or that ensure 25

the safety of passengers and crew on the craft; or .

Struck out (unanimous)

1 1

(1) After section 11(1)(1), the following is inserted:

"(la) the goods have been supplied as consumable stores for
use outside New Zealand on a pleasure craft that is-

20

1 1
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Struck out (unanimous)

"(i) going to a destination outside New Zealand fish-
cries waters; and

"(ii) a temporary import within the meaning of section
116 of the Customs and Excise Act 1996; or".

New (unanimous)

(1) Section 11(1)(1) is replaced by: 5

"(1) the goods are supplied as consumable stores for use
outside New Zealand on-

"(i) an aircraft going to a destination outside New
Zealand; or

"(ii) a fishing ship going outside New Zealand fisher- 10
ies waters; or

"(iii) a foreign-going ship; or

"(iv) a pleasure craft that is a temporary import within

the meaning of section 116 of the Customs and

Excise Act 1996 going to a destination outside 15
New Zealand fisheries waters; or .

Struck out (unanimous)

1 1

(2) In section 11(9), the following is inserted after the definition
of aircraft:

'consumable stores means-

"(a) goods that passengers and crew on board a pleasure 20
craft intend to consume; and

"(b) goods necessary to operate or maintain a pleasure craft

including fuel and lubricants but excluding spare parts

and equipment .
1 1

(3) In section 11(9), in the definition of foreign-going ship, "as 25

those terms are defined in section 2 of the Maritime Transport
Act 1994," is omitted.

(4) In section 11(9), the following is inserted after the definition
of New Zealand fisheries waters:

103
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"pleasure craft has the meaning set out in section 2 of the

Maritime Transport Act 1994".

(5) Subsections (m) (Al) to (4) apply on and after the date this Act
receives the Royal assent.

New (majority)

228A Zero-rating 5

(1) This section amends section 11 of the Goods and Services Tax

Act 1985 as it was before its replacement by section 90 of the
Taxation (GST and Miscellaneous Provisions) Act 2000 and

before its amendment by section 80 of the Taxation (Remedial

Matters) Act 1999. 10

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

"(d) the services are physically performed outside New

Zealand or are the arranging of services that are physi-
cally performed outside New Zealand; or".

(3) After section 11(2), the following is inserted: 15

"(2A) Subsection (2)(e) does not apply to a supply of services

under an agreement that is entered into, whether directly or

indirectly, with a person, person A, who is not resident in New
Zealand if-

"(a) the performance of the services is, or it is reasonably 20

foreseeable at the time the agreement is entered into that
the performance of the services will be, received in

New Zealand by another person, person B, including-

"(i) an employee of person A; or

"(ii) if person A is a company, a director of the com- 25

pany; and
"(b) it is reasonably foreseeable, at the time the agreement is

entered into, that person B will not receive the perform-

ance of the services in the course of making taxable or

exempt supplies." 30

(4) Subsection (3) applies to a supply made by a registered person
between 1 October 1986 and 19 May 1999 (both dates inclu-

sive) if, on or after 15 September 1995, the registered person
has sought an adjustment on any basis to a calculation of tax
payable in respect of the supply. 35

(5) Subsection (2) applies only if subsection (3) applies.
1
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(2)

(1)

(2)

(3)
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New (majority)
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(6) Subsection (4) does not apply to a supply made by a registered

person if the Commissioner has, on or before 14 May 2001-

(a) paid a refund in respect of the supply; or
(b) set off against unpaid tax, an amount otherwise refund-

able in respect of the supply; or 5
(c) reduced the amount that would otherwise be the tax

payable for a taxable period in respect of the supply.

229

230

231

(3)

232

(1)

Amendments to Estate and Gift Duties Act 1968

Estate and Gift Duties Act 1968

Sections 230 to 233 amend the Estate and Gift Duties Act 10

19684

+ RS Vol 28 p 341

Exemption for gifts of financial arrangements under
accrual rules in Income Tax Act 1994 (Part EH,

Division 2)

Section 75BA is repealed. 15

Subsection (1) applies on 20 May 1999.

Despite subsection (2), subsection (1) does not apply to a financial

arrangement that is transferred by way of gift between

10 October 2000 and 2 April 2001 (both dates inclusive).

Exemption for gifts of financial arrangements under 20

accrual rules in Income Tax Act 1994 (Part EH,

Division 1)

Section 75BB is repealed.

Subsection (1) applies on the implementation date (as defined
in section EH 14 of the Income Tax Act 1994). 25

Despite subsection (2), subsection (1) does not apply to a financial

arrangement that is transferred by way of gift between

10 October 2000 and 2 April 2001 (both dates inclusive).

Exemption for gifts of financial arrangements under
accrual rules in Income Tax Act 1976 30

Section 75BC is repealed.

105
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(2)

233

(1)

(2)

234

106
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Subsection (1) applies on the implementation date (as defined
in section 64B of the Income Tax Act 1976).

Application of Parts IVA and VIIIA of Tax
Administration Act 1994

In section 9OA, "reassessment" is replaced by "amended 5
assessment", wherever it occurs.

Subsection (1) applies to the 2002-03 and subsequent income

years.

Amendments to Income Tax Act 1976

Income Tax Act 1976 10

(Section 235 amends) Sections 234A, 235,235A to 2350 amend the

Income Tax Act 19765.

' RS Vol 29-1. RS Vol 29-2

New (unanimous)

234A Allocation rules for imputation credits
(1) After section 394G(5), the following is inserted: 15

-'(6) This section does not apply to a dividend described in section
394GA, irrespective of whether a ratio change declaration was
filed in respect of the dividend."

(2) Subsection (1) applies to dividends derived between 1 April
1988 and 31 March 1995 (both dates inclusive). 20

235 New section 394ZGA inserted

(1) After section 394ZG, the following is inserted:

"394ZGA Imputation-no arrangement to obtain tax

advantage

Despite section 394ZG, there is not an arrangement to obtain a 25
tax advantage when a unit trust manager derives a dividend to
which section 63(2H) applies and an imputation credit is not
attached to the dividend."

(2) Subsection (1) applies to dividends derived between 1 April
1988 and 31 March 1995 (both dates inclusive). 30

1 1

1 1



Taxation (Annual Rates, Taxpayer
Assessment and Miscellaneous Provisions)

New (unanimous)

Part 4 cl 235B

235A Refund of excess tax

(1) After section 409(1), the following is inserted:

"(LA) The Commissioner must not pay a refund under sub-

section (1) to the extent that the excess tax is applied to a nil
period under section 409A." 5

(2) Subsection (1) applies to tax paid in excess, being tax on

income derived in the income years from 1988-89 to 1994-95

(both income years inclusive).

235B New section 409A inserted

(1) After section 409, the following is inserted: 10

"409A Application of excess tax to nil period

"( 1) To the extent that tax paid in excess by or on behalf of a

taxpayer is refundable and, before it is applied under this

section, has not been applied to satisfy a tax liability or other

amount due, the Commissioner must apply all or part of the 15
excess to a nil period if-

"(a) before 21 April 2001-

"(i) the taxpayer or their agent requested, in writing,

that the Commissioner apply all or part of the

excess to the nil period; or 20

'(ii) the Commissioner, by notice, declined the tax-

payer's or their agent's request to apply all or part

of the excess to the nil period; or

"(iii) the Commissioner provided the taxpayer to

whom the tax was applied with a notice or a 25

statement of account that reflected the application

of all or part of the excess to the nil period,

irrespective of whether the application of the
excess is subsequently reversed; and

"(b) on or after the Taxation (Annual Rates, Taxpayer 30
Assessment and Miscellaneous Provisions) Act 2001

receives the Royal assent, the taxpayer identifies them-

selves, or the taxpayer' s agent identifies the taxpayer, to
the Commissioner as being a person to whom this

section applies. 35
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"(3)

"(4)
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New (unanimous)

To the extent that tax paid in excess by or on behalf of a
taxpayer is refundable and, before it is applied under this
section, has not been applied to satisfy a tax liability or other
amount due, the Commissioner must apply all or part of the

excess to a nil period if, on or after 21 February 2001- 5

"(a) an assessment is made of a previous year's tax liability

that gives rise to the excess; and
"(b) the taxpayer or their agent requests that the Commis-

sioner transfer the excess to the nil period.

The Commissioner must apply all or part of an excess to a date 10

in a nil period that occurs after the date the excess tax is paid.

In this section-

"nil period means a period in which a taxpayer does not have
an outstanding liability for unpaid tax

"tax includes a credit allowed to a taxpayer under any one of 15
Parts IX, IXA, XI, XII or XIIB-

"(a) for withholding tax or provisional tax; and

"(b) in respect of a dividend withholding payment, if the

taxpayer is entitled to a refund of that credit under
Part XIIB." 20

(2) Subsection (1) applies to tax paid in excess, being tax on

income derived in the income years from 1988-89 to 1994-95
(both income years inclusive).

235C Interest on tax overpaid

(1) In section 413A(1), after the definition of specified rate of 25

interest, the following is inserted:

"tax paid includes tax paid in excess that is applied under
section 409A".

(2) Subsection (1) applies to the 1994-95 income year.

235D Interest on tax overpaid 30

(1) This section amends section 413A as it was before its substitu-

tion by section 81 of the Income Tax Amendment Act (No 2)
1993.

(2) After section 413A(5), the following is inserted:

1

1
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"(SA) For the purpose of subsection (5), the amount of the balance
that remains to be refunded by the Commissioner, referred to
in item 'a' of the formula, includes tax paid in excess that is
applied under section 409A."

(3) Subsection (2) applies to the income years from 1988-89 to 5
1993-94 (both income years inclusive).

236

Amendments to Student Loan Scheme Act 1992

Student Loan Scheme Act 1992

Sections 237 and 238 amend the Student Loan Scheme Act

19926 (in those sections called "the principal Act"). 10
6 1992 No 141

237 Sections 21,33,34,36 to 39,41 to 44,63,79,80,92,106
to 111,113, and 114 of the Tax Administration Act 1994

and sections IB 1, IB 4, and KB 2 of the Income Tax Act
1994 (which relates to returns and assessements) to

apply 15
(1) Section 16 of the principal Act is amended by omitting the

heading, and substituting the heading:

"Sections of Tax Administration Act 1994 and Income

Tax Act 1994 relating to returns and assessments to

apply". 20

(2) Section 16 of the principal Act is amended by-

(a) inserting, after the expression "92,", the expression
"92A,":

(b) omitting the expression " sections IB 1, IB 4, and KB

2", and substituting the words "section KB 2 and para- 25

graph (b) of the definition of applicable basic tax rate
in section OB 1".

(3) Subsections (1) and (2) apply to the 2002-03 and subsequent
income years.
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238

(1)

(2)

239

110
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Interim repayments to be paid in same manner as
provisional tax

Section 28(3)(a) of the principal Act is amended by omitting

the words "tax assessment", and substituting the words "a

taxpayer' s income tax liability". 5

Subsection (1) applies to the 2002-03 and subsequent income

years.

Amendments to Child Support Act 1991

Child Support Act 1991

Sections 240 to 244 amend the Child Support Act 19917 (in 10
those sections called "the principal Act").
7 1991 No 142

Basic amount of child support payable
Section 29(1) of the principal Act is amended by-

(a) omitting from paragraph (a) of the definition of taxable
income the words "the Commissioner has not assessed 15

a liable parent's taxable income for an income year (and
no income statement has been issued) , and substitut-

ing the words 'a liable lparent is a person to whom
section 33AC 1 ) of the Tax Administration Act 1994

applies) parent's taxable income for an income year 20
.·has not been assessed :

(b) omitting from paragraph (b) of that definition the words
"by the Commissioner".

Subsection (1) applies to the 2002-03 and subsequent income

years. 25

New (unanimous)

240A Meaning of term living allowance
(1) Section 30(5) of the principal Act is amended by on*tting

from the definitions of gross married rate of invalid's bene-

fit and gross single rate of invalid's benefit the words "the

fourth proviso to section NC 6(1)", and substituting the words 30
"section NC 6(lD)".

(2) Subsection (1) applies on and after 1 April 1999.
1 1
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(3)

241

(1)

(2)

(4)

(1)

(2)

242

(1)
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Nil assessment of taxable income

The principal Act is amended by repealing section 37.

Subsection (1) applies on the first day of the 2002-03 income
year.

Application of assessments under Income Tax Act 1976 5

The heading to section 38 of the principal Act is amended by
inserting, after the expression "1976", the words "or Tax
Administration Act 1994".

Section 38(3)(b) of the principal Act is amended by omitting
the words "The amended assessment", and substituting the 10

9,

words "notice of the amended assessment .

Struck out (unanimous)

1

Section 38(6)(a) of the principal Act is amended by omitting
the words "under the Income Tax Act 1976 or the Tax Admin-

istration Act 1994 has been given to the person under the
relevant one of those Acts", and substituting the words "has 15
been given under the Tax Administration Act 1994".

New (unanimous)

(3) Section 38(6)(a) of the principal Act is amended by omitting
the words "to the person".

243

244

(1)

Subsections (1) to (3) apply to the 2002-03 and subsequent

income years. 20

Commissioner may take overseas taxable income into
account

The principal Act is amended by repealing section 39A(3)(c).

Subsection (1) applies on the first day of the 2002-03 income

year. 25

Reconciliation of estimated and actual taxable income

after end of child support year

Section 44(1) of the principal Act is amended by-

(a) omitting the words "the Commissioner makes":

111
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(2)

245

(1)

(2)

(2)

(3)

(4)

(5)

112

248

(1)

(2)

249

(1)
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(b) inserting, after the word "applied)", the words "has
been made".

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

Amendments to Gaming Duties Act 1971 5

Gaming Duties Act 1971

Sections 246 to 248 amend the Gaming Duties Act 19718.
8 1971 No 34, RS Vol 33 p 137

Assessment of duty

In section 12G(4)(b), "alter" is replaced by "amend".

Subsection (1) applies to the 2002-03 and subsequent income 10
years.

Application of Parts IVA and VIIIA of Tax
Administration Act 1994

In section 12HA, "reassessment" is replaced by "amended
assessment", wherever it occurs. 15

Subsection (1) applies to the 2002-03 and subsequent income

years.

Recovery of duty

In section 12R, " 12HA" is replaced by " 12G, 12H, 12HA".

Subsection (1) applies to the 2002-03 and subsequent income 20
years.

Amendments to Taxation (GST and Miscellaneous
Provisions) Act 2000

Taxation (GST and Miscellaneous Provisions) Act 2000

This section amends the Taxation (GST and Miscellaneous 25

Provisions) Act 2000.

In sections 5(2),24(2), 26(2), 27(2) and 50(23), "1995-96" is

replaced by "1997-98".

In section 70(6), ", (3) and (4)" is replaced by "and (3)".

In section 70(8), "Subsection (5)" is replaced by "Subsec- 30
tions (4) and (5)".

Subsections (2) to (4) apply on and after 10 October 2000.



Taxation (Annual Rates, Taxpayer
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New (unanimous)
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Amendments to Taxation (Beneficiary Income of Minors,
Services-Related Payments and Remedial Matters) Act 2001

250 Taxation (Beneficiary Income of Minors, Services-

Related Payments and Remedial Matters) Act 2001

(1) This section amends the Taxation (Beneficiary Income of 5
Minors, Services-Related Payments and Remedial Matters)
Act 2001.

(2) In section 64(3), "subsection (1)" is replaced by "subsection
(2)" in the first place where it occurs.

(3) In section 66(1)(c), "paragraph (c)" is replaced by "paragraph 10

(4) In section 72(4), "on" is replaced by "to payments of interest
paid on and after".

(5) Subsections (2) to (4) apply on and after 27 March 2001.
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