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Bill

Government Bill

Explanatory note

General policy statement

This taxation omnibus Bill introduces amendments to the following
Inland Revenue Acts:

. Income Tax Act 2007:

. Tax Administration Act 1994:

. Income Tax Act 2004:

. Goods and Services Tax Act 1985:

. Child Support Act 1991.

Generally speaking, the taxation amendments contained in this Bill
are aimed at improving the current tax settings within a broad-base,
low rate (BBLR) framework. Under a BBLR framework, the tax
treatment of alternative forms of income and expenditure is intended
to be as even as possible. This ensures that overall tax rates can be
kept low, while also minimising the biases that taxation introduces
into economic decisions. The BBLR framework is the cornerstone of
the Government’s Revenue Strategy and helps maintain confidence
that the tax system is broadly fair, which is crucial to encouraging
voluntary compliance.
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Although New Zealand has relatively robust tax settings, it is import-
ant to maintain the tax system and ensure that it continues to be fit for
purpose. Changes in the economic environment, business practice,
or interpretation of the law can mean that the tax system becomes
unfair, inefficient, complex, or uncertain. The tax system needs to be
responsive to accommodate these concerns.

The policy measures within this Bill have been developed in ac-
cordance with the Generic Tax Policy Process (GTPP). This is a
very open and interactive process which helps ensure that tax policy
changes are well thought through. A good tax policy process is an
essential ingredient for a good tax system. This process is designed
to ensure better, more effective tax policy development through early
consideration of all aspects — and likely impacts — of proposals, and
increased opportunities for public consultation.

The GTPP means that major tax initiatives are subject to public
scrutiny at all stages of their development. As a result, Inland Rev-
enue and Treasury officials have the opportunity to develop more
practical options for reform by drawing on information provided
by the private sector and the people who will be affected. Further
information on the GTPP can be found at:

. http://taxpolicy.ird.govt.nz/how-we-develop-tax-policy

Below is a summary of the policy measures contained in this Bill. A
comprehensive explanation of all the policy items will be included
in a Commentary on the Bill, that will be available shortly after this
Bill is introduced at:

. http://taxpolicy.ird.govt.nz/publications/2013-commen-
tary-arearm/overview

Employee allowances

The Bill proposes to clarify the tax treatment of employer-provided
accommodation, accommodation allowances, and other payments
provided by employers to employees to reimburse them for expend-
iture incurred.

Since accommodation, meals, and clothing have an inherent private
benefit for an employee, the starting position is that payments by em-
ployers to cover expenses for these items should be treated as income
of the employee. However, situations arise where the private benefit
is minimal or hard to measure, and the benefit is clearly not a sub-
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stitute for salary or wages. Practical rules are needed in this area to
determine where to draw the line between what is taxable and what
is not taxable.

The main areas of concern addressed in the Bill are employer-pro-
vided accommodation, allowances, and payments, particularly when
they are linked to business travel, secondments, and projects.

Accommodation

Accommodation and accommodation payments provided to employ-
ees who are required to work away from their normal work place on
secondment or projects will be exempt from income tax:

. for up to 2 years generally, when there is an expectation that
the employee will be working away for no more than 2 years;

. this is extended to 3 years when an employee is involved in a
capital project; and

. up to 5 years for employees involved in Canterbury earthquake

recovery projects.

Accommodation and accommodation payments will also be exempt
when there is more than 1 regular workplace.

When an accommodation benefit is taxable, it will generally be
valued at market value. However, specific valuation rules are
proposed for ministers of religion and New Zealand Defence Force
personnel, to reflect existing practice:

. ministers of religion — value of church supplied accommoda-
tion will be capped at 10% of remuneration; and

. accommodation provided to Defence Force personnel will
continue to be valued at a discount to market value, reflecting
the particular nature and restrictions of military life.

Meal payments and distinctive work clothing

The Bill proposes that the full amount of meal payments will be ex-
empt, if the meal payment is linked to work-related travel (for up to
the 3 months). The full amount of meal payments and light refresh-
ments outside of work-related travel (such as conferences) will also
be tax exempt.

A specific exemption is proposed for distinctive work clothing, to
match the outcome when clothing is provided directly by the em-
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ployer. Plain clothes allowances will also be exempt if paid to em-
ployees who are provided with a uniform but because of the nature
of their current duties are required not to wear that uniform.

General rule for other payments

The general rule covering when other types of payments are not tax-
able will also be clarified. To provide greater flexibility to handle
any future issues, the Commissioner will have the power to issue
determinations for other types of payments affecting a wide group
of employees when the private benefit is hard to measure and not a
salary substitute. These determinations setting out what portion of
the payment will be taxable will not be binding on the taxpayer.

Thin capitalisation

Amendments are proposed to the interest apportionment rules. The
rules are intended to affect taxpayers who have a disproportionately
high level of debt funding in relation to their worldwide interest ex-
penditure and taxpayers who can control the relative levels of their
debt funding and equity funding. Different aspects of the rules re-
late to situations in which New Zealand residents have investments
in non-resident entities (the outbound rules) and situations in which
non-residents have investments in New Zealand residents (the in-
bound rules). The rules also require taxpayers to determine which
related entities are in their New Zealand group and in their world-
wide group for the purpose of calculations.

The proposed amendments relate to 5 policy areas:

. extending the inbound rules to cover groups of non-residents
who act together when investing in New Zealand (the rules
currently apply only when a single non-resident controls the
investment):

. changing the calculation, in the inbound rules, of the world-
wide group debt for a group of entities so as to exclude debt
linked to shareholders of group entities and debt linked to per-
sons associated with shareholders:

. extending the inbound rules to apply to resident trustees if 50%
or more of settlements made on the trust were made by a non-
resident, by non-residents acting together, or by other entities
subject to the interest apportionment rules:
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. in the outbound rules, forcing consolidation of interests held
by individuals or trustees with interests held by companies in
which they have an interest:

. ignoring increases in asset values that are the result of trans-
actions between associated persons, unless the increase would
be allowed by accounting standards if there were no sale of the
relevant property.

Under the proposed changes, a group of non-resident shareholders in

a company are treated as acting together if—

. the group makes up 50% or more of the company’s sharehold-
ers and the members of the group have debt in the company in
proportion to their equity:

. for a company that is not widely held, the group makes up 50%
or more of the company’s shareholders and the members of the

group have an agreement that sets out how the company is to
be funded:

. the group holds 50% or more of the company’s shares and the
members of the group are effectively coordinated by a person,
such as a non-resident private equity manager.

Changes are proposed to the rules about New Zealand groups and

worldwide groups, following from the introduction of the concept of

non-resident shareholders acting together.

Black hole expenditure

Several amendments are proposed relating to business expenditure of
a capital nature that is not immediately deductible for tax purposes
and does not give rise to a depreciable asset, so cannot be deducted as
tax depreciation over time. Such expenditure is commonly referred
to as “black hole expenditure”.

The 2 broad areas of black hole expenditure focused on are certain
company running costs and the costs of applying for patents, resource
consents, and plant variety rights.

Foreign account information-sharing
agreements
Currently, United States legislation commonly known as the Foreign
Account Tax Compliance Act (FATCA) is due to take effect on 1
July 2014. Under FATCA, financial institutions, regardless of their
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location, will be required to report on certain United States account
holders directly to the United States’ Internal Revenue Service, or
face a withholding tax on United States sourced income of 30%.

It is proposed that New Zealand enter into an “intergovernmental
agreement” (IGA) with the United States, to significantly reduce the
compliance costs of FATCA for New Zealand financial institutions.
Negotiations for such an agreement are currently underway. The pro-
visions in this Bill will enable financial institutions to comply with
the IGA, and any future similar agreements.

Charities deregistration

New rules are proposed which set out the obligations of a deregis-
tered charity when it ceases to derive exempt income as a result of
being deregistered. A deregistered charity is an entity which is re-
moved from the register of charitable entities. These new rules set
out a method for establishing the initial tax base of the entity at the
time it ceases to derive exempt income.

The rules also prescribe how to determine the date from which the en-
tity will no longer be deriving exempt income. Entities which have
been compliant with their constitutions and other information sup-
plied at the time of registration will only be liable for tax prospec-
tively. Entities which have not been compliant with these documents
will face tax liabilities from the time they ceased to comply with the
documents.

The rules also impose new requirements with respect to any assets
and income a deregistered charity may have accumulated before it
was deregistered. The entity will be taxed on the accumulated assets
it still holds 1 year after it ceases to derive exempt income if it has
not distributed those assets for charitable purposes during that year.
Assets, excluding money, which were gifted to the entity while it was
deriving exempt income will not be taxed.

Community housing providers

New rules are proposed which confer tax-exempt status on a small
subset of community housing entities. The new rules also set out
that gifts of $5 or more which are made to one of these entities will
qualify for charitable donations tax relief.
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To qualify for the exemption, the community housing entity must
supply housing products and services only to certain classes of re-
cipients, as well as meeting a number of other requirements. These
requirements include:

. the business must not be carried out for the private pecuniary
profit of any individual,

. all profits of the business must be reinvested back into the busi-
ness;

. no person with some control over the business may be able

to direct or divert an amount derived by the business for their
own benefit or advantage; and

. the entity must also be a registered community housing

provider under the Housing Restructuring and Tenancy Mat-
ters Act 1992.

The classes of recipients will be set out by Order in Council. When
making such an Order in Council, the Governor-General will take the
following factors into account:

. the maximum income of the person or household, adjusting
that threshold with respect to the person’s geographic location
in New Zealand, and the composition of the household that the
person lives in; and

. the person’s assets.

Financial arrangements: Foreign currency
agreements for sale and purchase

This Bill proposes to change the tax treatment of agreements for the
sale and purchase of property or services denominated in foreign cur-
rency (the foreign currency agreements) in order to reduce com-
plexity, minimise volatility, and reflect economic reality.

The changes require taxpayers using international financial report-
ing standards (IFRS) to follow their accounting treatment for foreign
currency arrangements. This means the value of the property and
services and any interest included in foreign currency arrangements
will follow the accounting treatment. Non-IFRS taxpayers will fol-
low similar rules to IFRS taxpayers that are based on spot exchange
rates. There will be the ability to use forward exchange rates when
these taxpayers elect to follow a prescribed foreign currency hedging
tax treatment.
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The amendments apply to foreign currency arrangements entered
into from the 2014—15 income year. IFRS taxpayers may make a
once-and-for-all election to apply the new tax treatment to foreign
currency arrangements entered into from the beginning of an income
year commencing with the 2011-12 income year.

In addition, it is proposed to validate tax positions already taken con-
sistently for pre-existing foreign currency arrangements, if they are
essentially in agreement with the proposed new rules.

Land-related lease payments

This proposal includes measures taxing and providing deductions for
payments made for transfers of certain leases or licences of land. It
also proposes 4 technical amendments to tax law relating to leases
and licences of land.

Under changes made by the Taxation (Livestock Valuation, Assets
Expenditure, and Remedial Matters) Act 2013, provisions were in-
serted in the Income Tax Act 2007 that treat lease inducement and
lease surrender payments as deductible to the payer and taxable to
the recipient over the term of the lease from 1 April 2013.

The changes proposed in this Bill are intended to build on those pro-
visions so as to provide for a consistent and coherent tax treatment
of land-related lease payments and remove distortions, thereby im-
proving business efficiency and fairness.

The main amendments proposed will tax lease transfer payments that
are substitutable for taxable lease surrender and lease premium pay-
ments.

The technical amendments are:

. a payment for a permanent easement will be excluded from
being income of a land owner under section CC [ of the Income
Tax Act 2007

. leases that are perpetually renewable (“Glasgow leases”) will

be excluded from being depreciable property, since they are
more appropriately treated in the same way as fee simple es-
tates in land;

. the definition of legal life for a lease will be extended to in-
clude extensions, renewals, and further grants to which the
lessee or an associated person is entitled when the lessee en-
ters the lease; and
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. occupation rights agreements, as defined in the Retirement Vil-
lages Act 2003, will be excluded from the financial arrange-
ments rules.

Annual rates of income tax

This Bill sets the annual rates of income tax for the 201415 tax year,
at the same rates that apply for the 2013—14 tax year.

Date of acquisition of land

Whether the proceeds from a disposal of land by a taxpayer are taxed
may depend on the intention or purpose of the taxpayer when acquir-
ing the land. The Courts have held that the relevant intention or pur-
pose should be tested on the date of the acquisition of the land.

Identification of that date is not straightforward, because the defin-
ition of /and in the Income Tax Act 2007 includes all estates and inter-
ests in land. For example, a taxpayer who agrees to buy a fee simple
estate in a piece of land acquires different interests and estates, all
of which are within the definition of land, at different times during
the process leading to the settlement of the agreement. The differ-
ent interests and estates are then merged when the title to the land is
registered. Neither the legislation nor common law provides suffi-
cient clarity as to the stage in the process of acquisition that must be
reached for land to be regarded as acquired.

The Bill proposes a solution to the problem by defining the date on
which a person acquires land as being the date on which the person
first has an estate or interest in the land, alone or jointly or in common
with another person. The proposal relies on the existing definitions
of estate and interest in land. As a result, the person acquires the
land at the stage in the process of acquisition when the person has a
right in the land and is entitled to apply to a Court for protection of
that right.

Substituting debentures
This Bill proposes the repeal of the substituting debenture rule in the
Income Tax Act 2007. This rule re-characterises shareholders’ debt
in a company as equity in that company where the debt is issued by
reference to the shareholding. As a consequence, the company is
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denied a deduction for interest paid on the shareholder debt and the
interest payments are treated as dividends for tax purposes.

The rule was enacted in 1940 and is largely redundant. It does not
fit within the current policy framework, particularly, the imputation
system. The rule is also causing problems in practice, and there are
more targeted rules governing the tax treatment of debt and equity.
The rule is also imposing unnecessary compliance costs on taxpayers.

Withholding tax on inflation-indexed bonds

This Bill proposes that non-resident withholding tax (NRWT) and
resident withholding tax (RWT) is withheld on account of the coupon
(that is the interest payment on the inflation-indexed bond) and on
the inflation-indexation uplift at the time when the coupon is paid.
This is in accordance with, and confirms, current practice. For RWT,
the withholding is limited to the lesser of the coupon amount or the
inflation-indexation uplift.

To enable Inland Revenue to administer these proposed legislative
changes, additional record-keeping requirements for the bond issuer
are required. Therefore amendments to the record-keeping provi-
sions are included to:

. provide that the bond issuer must notify the bond holder of
the requirement to file a tax return if there is a remaining tax
liability, with a corresponding exclusion from non-return filing
requirements; and

. provide that the bond issuer notify the Commissioner of any
remaining tax liability.

Deductions for underground gas storage

It is proposed that underground gas storage facilities be removed
from the concessionary petroleum mining tax rules and be included
in the general depreciation tax rules, with deductions for expenditure
being spread over the estimated economic life of the asset. Grand-
parenting is proposed for some expenditure. A transitional provision
is also proposed to apply on disposal of an underground gas storage
facility to apportion the sale proceeds to reflect expenditure incurred
under the existing rules.
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Schedule 32 donee status

It is proposed to give Everyhome Global Concern Incorporated and
Namibian Charitable Trust donee status, under schedule 32 of the
Income Tax Act 2007. Monetary gifts to them may qualify for tax
benefits.

GST: Definitions of dwelling and commercial
dwelling

The definitions of dwelling and commercial dwelling in the Goods
and Services Tax Act 1985 (GST Act) were amended in 2011. Part of
the amendment to the definition of dwelling was importing the idea of
“quiet enjoyment” from section 38 of the Residential Tenancies Act
1986. However, the contractual obligations retirement villages and
rest homes impose upon their tenants that enable operators to enter
the residential units and provide limited services at short or no notice
could undermine the tenants’ “quiet enjoyment” of their units. The
proposed amendments will clarify that when the consideration paid
is for the right to occupy the unit, a residential unit in a retirement
village or rest home is a dwelling and not a commercial dwelling.

A transitional rule was also enacted for registered persons required to
treat their accommodation as a commercial dwelling as a result of the
changes to the definitions of commercial dwelling and dwelling. The
rule allows those affected to claim an input tax deduction in relation
to the acquisition of the property. Two additions to the transitional
rule are proposed. The first ensures those affected cannot claim an
input tax deduction on costs incurred prior to 1986. The second gives
those affected the option of either including or not including a com-
mercial dwelling (with supplies less than $60,000) as part of their
broader taxable activity.

GST: Apportionment rules

An amendment to the apportionment rules is proposed in new sec-
tion 21FB of the GST Act which will require taxpayers to perform a
wash-up calculation when they change from using an asset for both
taxable and non-taxable purposes to 100% taxable or non-taxable
use.

When the apportionment rules were changed in 2011, the ability of
non-profit bodies to claim all their input deductions was inadvertently
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affected. A proposed amendment to section 20(3K) of the GST Act
ensures that non-profit bodies can claim all of their GST input deduc-
tions other than on inputs that relate to the making of exempt supplies.

GST: Output tax and the disposal of land
A proposed amendment to section 5(16) of the GST Act clarifies the
policy relating to subsequent supplies of land or dwellings when in-
put tax has been claimed, requiring a wash-up calculation on the dis-
posal.

GST: Directors’ fees

Some uncertainty has arisen when an employee, such as a director,
is engaged by a third party and receives a fee for which they must
account to their employer. If both the employer and third party are
registered persons but the employee is not, the GST effect is not neu-
tral. It is proposed to treat the employer, in these circumstances, as
the supplier of the service to the third person.

GST: Zero-rating of land
Amendments are proposed to clarify that:

. an assignment or surrender to which the provision applies is a
supply of land;

. a commercial lease for which no contemporaneous or advance
payment has been made may be excluded from the zero-rating
requirements;

. the procurement of a lease is a supply of land; and

. a purchaser that was already registered for GST when they
incorrectly zero-rated a transaction will still be able to claim
an input tax credit.

GST: Residents and non-residents

Services supplied to a non-resident who is outside New Zealand at the
time the services are performed are zero-rated. A proposed amend-
ment to the meaning of outside New Zealand clarifies that, for a nat-
ural person, a minor presence in New Zealand that is not directly
connected with the supply does not invalidate the rule.
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The definition of resident is also proposed to be amended, so that the
retrospective application of the day count residence tests in section
YD 1(4) and (6) of the Income Tax Act 2007 is switched off, with the
result that for GST purposes, the day count rules apply only prospec-
tively.

Minor clarifications of the non-resident registration provisions en-
sure that the extended period within which to claim refunds applies
only to registered non-residents, and the deregistration period for
non-compliance is more accurately expressed.

Definition of hire purchase agreement

The definition of hire purchase agreement under section YA 1 of the
Income Tax Act 2007 and section OB 1 of the Income Tax Act 2004
is proposed to be amended to explicitly incorporate contracts under
which the person has an option to purchase, but that option is not
exercised until a later date.

Loss grouping and insolvent loss companies

The use of tax losses by a profit company within a group of com-
panies is contingent on the loss company in the group of companies
fully satisfying its debts for deductible expenditure incurred. This
Bill proposes an amendment to reduce the benefit of past grouped
tax losses if the loss company is liquidated or the loss company and
the profit company grouping status is broken. The reduction in the
benefit of past grouped tax losses is achieved by treating the amount
of the unpaid debts as income of the profit company.

The amendment allows for consistency with self-assessment and cor-
rects an unintended consequence for group companies arising from
a policy change made to the treatment of remitted debts in rewriting
provisions of the Income Tax Act 1994 into the Income Tax Act 2004.

Bankrupts with remitted debts
The Rewrite Advisory Panel has reviewed the policy history and
practice of the Commissioner of Inland Revenue relating to setting
off remission income against a bankrupt’s loss balance. Clarifica-
tion is necessary to ensure that the bankrupt is not saddled with tax
debt, but rather, any of the bankrupt’s tax losses should be reduced
by amounts remitted.
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Public and local authority tax exemption

A proposed amendment will clarify that the exempt income rule does
not apply to income derived by a local or public authority as a trustee.
But if that income is distributed as beneficiary income, the benefi-
ciary may be entitled to the local or public authority exemption, if
they qualify.

Non-resident oil rig operators

At present, there is a temporary 5-year exemption from tax on the
income of non-resident offshore oil rig and seismic vessel operators.
The exemption is due to expire on 31 December 2014. This Bill pro-
poses a further temporary 5-year exemption. It is also proposed that
modular drilling rigs will not be covered by the exemption, because
the exemption is intended for large rigs that have high mobilisation
and demobilisation costs, not modular rigs.

Serious hardship

The Bill proposes to clarify 2 aspects of the financial relief provisions
in the Tax Administration Act 1994. The Bill clarifies the definition of
serious hardship and ensures that factors that give rise to the taxpayer
not being able to pay the outstanding tax are not taken into account
in determining whether the taxpayer is in serious hardship.

The Bill also clarifies that the Commissioner can, in appropriate cir-
cumstances, bankrupt a taxpayer who is in serious hardship. In many
cases it is appropriate that the outstanding tax is written off, but in
some cases if, for example, the Commissioner is concerned that writ-
ing off the outstanding tax would have an adverse effect on taxpayers’
perceptions of the integrity of the tax system, the taxpayer could be
made bankrupt.

Mining permits
A proposed item clarifies the status in the /ncome Tax Act 2007 of
permits that grant a right to explore for natural resources. Under the
Crown Minerals Act 1991, such permits are neither real property nor
personal property. Such a status produces problems when some dou-
ble tax agreements are applied to revenue derived by non-residents
from the permits. The proposed amendment treats permits under the
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Crown Minerals Act 1991 as real property for the purposes of the In-
come Tax Act 2007.

Child support remedial items

Proposed amendments seek to ensure that the policy objectives of the
recent child support reform are achieved by correcting errors, clar-
ifying wording, making additional consequential changes and mak-
ing minor improvements to simplify the child support scheme. For
example, the formula for distributing the minimum amount of child
support in section 98 of the Child Support Act 1991 is aligned with
the formula in section 32 of that Act so that the minimum amount
of child support is distributed in the same way under the Act to all
receiving carers.

Working for Families

Working for Families tax credits are targeted to families with depend-
ent children who need additional financial assistance because of the
level of their household income. Family scheme income is a broader
concept than taxable income and includes payments received from
other sources. However, the tax credits are income tested and are not
asset tested. This bill proposes that various payments that are of a
capital nature or are windfall gains are excluded from the definition of
family scheme income in section MB 13 of the Income Tax Act 2007.
These include repayments of mistaken or misdirected payments, re-
funds, a capital payment from a person’s ownership in a business,
inheritances, and lottery winnings.

Rules for income from controlled foreign
companies (CFCs) and foreign investment
funds (FIFs)
Offshore investments of New Zealand residents are generally taxed
under 1 of 2 regimes: the controlled foreign company (CFC) or the
foreign investment fund (FIF) rules. The Bill proposes several re-
medial amendments to these rules:

. Australian unit trusts that are not taxed as companies under
Australian law will be excluded from the exemptions available
to Australian resident entities in the CFC and FIF rules.
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Section DB 55 of the Income Tax Act 2007 will be repealed.
The section allows companies to claim deductions for ex-
penses incurred in deriving exempt foreign dividends. The
section no longer serves a useful purpose following changes
enacted in the Taxation (International Taxation, Life Insur-
ance, and Remedial Matters) Act 2009.

The rules applying to indirectly held interests in FIFs will be
clarified.

The grouping rules for the active income test in the CFC rules
will be relaxed so that wholly-owned groups of companies can
form test groups of CFCs including any of the interests held
by the group.

The formula in section EX 21E(5) of the Income Tax Act 2007
will be amended so a negative numerator no longer disqualifies
a CFC from passing the active business test.

The accounting standards test will be amended to give taxpay-
ers the option of including foreign exchange gains and losses
on both financial assets and liabilities.

The apportioned funding income provision will be moved
from section EX 20C to EX 20B of the Income Tax Act 2007,
as it relates to income rather than deductions. This will
allow taxpayers to take the adjustment into account when
performing the active business test under section EX 21D of
the Income Tax Act 2007.

Remedial items

A number of remedial matters are proposed in the Bill, some of which
have been identified by the Rewrite Advisory Panel. In addition to
fixing minor faults of expression, reader’s aids, and incorrect cross-
references, the following specific issues are addressed:

clarifying the spreading of income, from the grant of a lease,
derived in anticipation, or from disposing of land to the Crown:
technical changes to the mixed use asset rules in the /ncome
Tax Act 2007, to ensure that the rules are consistent with the
policy intent of the legislation as introduced:

ensuring that under the transitional depreciation recovery rule
in the mixed use assets rules, depreciation recovery income is
crystallised when the shareholder sells to a third party:
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. clarifying the amendment of assessments by the Commis-
sioner on recovery of a dividend from a shareholder:

. remedying the definitions of direct control interest and direct
income interest and the right of a person to receive income of
the company or have the income dealt with in their interest or
on their behalf:

. clarifying that a new due date is not required if the assess-
ment is made electronically when the taxpayer has defaulted
in providing a return, and if an assessment is not made in such
circumstances, but replaces an assessment that has been, the
replacement assessment must be treated as a new assessment
and a new due date must be set for all the tax payable under
the replacement assessment:

. clarifying the ability of a company that is part of a wholly-
owned group of companies to use a tax loss to pay a shortfall
penalty imposed on another company in the group:

. electing to use balance dates used in foreign countries:

. remedying the item costs in the formula for the comparative
value method:

. remedying expenditure incurred when land is transferred to
close relatives after a person dies:

. clarifying that joint and several liability removed when a com-
pany leaves a consolidated group of companies:

. clarifying the effective date for the revocation of directors’
elections for qualifying companies.

Generic tax policy process: consultation
Consultation on specific matters was undertaken with relevant pro-
fessional groups, industry representatives, and individual taxpayers,
according to their expertise on the proposed amendments. The
Treasury was consulted in the development of the proposals in the
Bill. In addition the Department of Internal Affairs, the Ministry
of Social Development, Ministry of Foreign Affairs and Trade,
Ministry of Education, Ministry of Health, Ministry of Justice, Min-
istry of Business, Innovation and Employment, CERA, Crown Law
Office, the Officials’ Committee on Economic Growth and Infras-
tructure Group, Department of Corrections, New Zealand Customs
Service, Immigration New Zealand, New Zealand Defence Force,



Taxation (Annual Rates, Employee
18 Allowances, and Remedial Matters) Bill Explanatory note

the New Zealand Law Society, KPMG, the New Zealand Institute
of Chartered Accountants, Office of the Privacy Commissioner,
Department of Prime Minister and Cabinet, New Zealand Police,
Te Puni Kokiri, Association of Non-Governmental Organisations of
Aotearoa, Fundraising Institute of NZ, Volunteering NZ, Council of
Trade Unions, Corporate Taxpayers’ group, Inter-church Working
Party on Taxation, Petroleum Exploration and Production Asso-
ciation of NZ, the Community Housing Association of NZ, BNZ,
Contact Energy, Deloittes, Ernst & Young, PwC, Russell McVeagh,
Sky City, NZX, Transpower, Rewrite Advisory Panel, Staples
Rodway, Veda, QIC, Greenpeace Social Development Partners, and
the New Zealand Bankers’ Association were consulted on relevant
aspects of the proposals.

Departmental disclosure statement

The Inland Revenue Department is required to prepare a disclosure
statement to assist with the scrutiny of this Bill. It provides access to
information about the policy development of the Bill and identifies
any significant or unusual legislative features of the Bill.

A copy of the statement can be found at http:/legisla-
tion.govt.nz/disclosure.aspx?type=bill&subtype=govern-
ment&year=2013&no=176&.

Regulatory impact statement

Inland Revenue produced a regulatory impact statements to help in-
form the main policy decisions taken by the Government relating to
the contents of this Bill.

A copy of this regulatory impact statement can be found at—
. http://www.taxpolicy.ird.govt.nz/publications/type/ris

. http://www.treasury.govt.nz/publications/informationre-
leases/ris

Clause by clause analysis
Clause 1 gives the title of the Act.
Clause 2 gives the dates on which the clauses come into effect.
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Part 1
Annual rates of income tax

Clause 3 gives the annual rates of income tax for the 2014—15 tax
year.

Part 2
Amendments to Income Tax Act 2007
Clause 4 gives the clauses that affect the Income Tax Act 2007.

Clause 5 amends section BB 3, consequential on the amendments
to implement foreign account information-sharing agreements and
FATCA.

Clause 6 amends section BH 1, to ensure that foreign account infor-
mation-sharing agreements, including the 1 for FATCA, are part of
the double tax agreement regime.

Clause 7 inserts new section CB 15B, to clarify the date of acquisition
of land.

Clause 8 amends section CC 1, to ensure that consideration for the
grant of certain easements are not derived as income under that sec-
tion.

Clause 9 replaces section CC 1B, to clarify the income tax treatment
of consideration relating to the grant, renewal, extension or transfer
of certain leasehold estates and licences.

Clause 10 amends section CD 40, as a rewrite remedial, to reproduce
the effect of section CF 2(8)(b) of the Income Tax Act 1994 in relation
to the amendment of assessments of the company and the shareholder
when the Commissioner is notified of the recovery of a dividend from
a shareholder.

Clause 11 amends section CE I as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 12 inserts new sections CE 1B to CE 1D which state the gen-
eral rule for the tax treatment of employer-provided accommodation,
and provides for exceptions for the valuation of overseas accommo-
dation, and accommodation provided to New Zealand Defence Force
personnel.

Clause 13 amends section CE 5 as a consequence of the clarification
of the accommodation provisions.
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Clause 14 amends section CG 2, consequential to inserting new sec-
tions CG 2B to CG 2D, which relate to the treatment of remitted
amounts on discharge from bankruptcy, on liquidation, or when com-
panies leave a group of companies.

Clause 15 inserts new sections CG 2B to CG 2D which relate to the
treatment of remitted amounts on discharge from bankruptcy, on li-
quidation, or when companies leave a group of companies. The new
provisions detail when income is derived, by whom, and the amount
of the income.

Clause 16 inserts new section CG 7B to claw back as income an ear-
lier deduction for expenditure on certain failed intangible property
applications if the failed application property is subsequently sold or
used.

Clause 17 amends section CT I to clarify the relationship of that sec-
tion with the new transitional provision inserted in relation to petrol-
eum storage facilities.

Clause 18 amends section CT 7 to provide that an underground gas
storage facility is not a petroleum mining asset.

Clause 19 inserts a new section CV 17 to ensure that a ceased char-
ity is taxed appropriately on certain accumulations that were derived
while tax exempt.

Clause 20 inserts new sections CW 16B to CW 16F as part of the clari-
fication of the rules related to employer-provided accommodation.
The amendments relate to tax treatment of employment expenditure
on accommodation for employees on out-of-town secondments and
projects, and their associated time limits, and when employees at-
tend conferences requiring overnight stays, and the treatment of new
employees and employees with multiple workplaces. The relevant
amounts are exempt income of the employee.

Clause 21 amends section CW 17 by inserting new subsections (2B)
to (2D). The amendments clarify when expenditure is treated as be-
ing incurred in connection with an employee’s employment or ser-
vice, and enable the Commissioner to determine the level of benefit
provided when an employer makes a payment to a class of employ-
ees when the benefit is hard to measure.

Clause 22 inserts new section CW 17CB to clarify the tax treatment of
expenditure that an employer incurs for a meal for their employees.
A 3-month limit applies to some expenditure.



Taxation (Annual Rates, Employee
Explanatory note Allowances, and Remedial Matters) Bill 21

Clause 23 inserts new section CW 17CC for the treatment of pay-
ments that employers make for distinctive work clothing, which in-
cludes a portion of plain clothes allowances in certain specified in-
stances. The payments are exempt income of the employee.

Clause 24 inserts new section CW 25B as part of the clarification of
the rules related to employer-provided accommodation. The amend-
ment relates to accommodation provided to ministers of religion, and
limits the extent to which the market rental value of the accommoda-
tion is taxable.

Clause 25 amends section CW 38 to clarify an ambiguity related
to the exemption for an amount derived by a public authority as a
trustee. The amendment clarifies that the amount is not exempt in-
come unless it is an amount distributed as beneficiary income for a
beneficiary who enjoys exempt income status.

Clause 26 amends section CW 39 to clarify an ambiguity related to
the exemption for an amount derived by a local authority as a trustee.
The amendment clarifies that the amount is not exempt income unless
it is an amount distributed as beneficiary income for a beneficiary
who enjoys exempt income status.

Clause 27 amends section CW 41, to ensure that certain charities who
may be de-registered nevertheless qualify for tax-exempt status in
circumstances where they are compliant and the deregistration is not
final.

Clause 28 amends section CW 42 as part of granting a tax exemption
to certain community housing providers.

Clause 29 inserts new section CW 42 to grant a tax exemption to
certain community housing providers.

Clause 30 amends section CW 57, to grant a 5—year extension of a
tax exemption for non-residents involved in certain petroleum ex-
ploration and development activities, and to remove from the con-
cessionary regime modular drilling rigs.

Clause 31 amends section CX 19 as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 32 amends section CX 28, as part of the clarification of the
rules related to employer-provided accommodation.

Clause 33 inserts new section CZ 29 as part of the clarification of the
rules related to employer-provided accommodation. The amendment
is a transitional provision for expenditure by an employer in greater
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Christchurch on accommodation for employees on secondment or
working on a project, and modifies the time periods applying under
the general provisions.

Clause 34 inserts new section CZ 30 as part of the clarification of the
rules related to employer-provided accommodation. The amendment
is a transitional provision for expenditure by an employer on accom-
modation for employees for a period before the rules come into effect.
The employer may choose to apply the new provisions if they have
not taken a contrary tax position for the relevant year.

Clause 35 inserts new section CZ 31 as part of the clarification of the
rules related to employer-provided accommodation. The amendment
is a transitional provision and treats the rent paid by a member of the
Defence Force for accommodation provided by the Defence Force as
effectively the market rental value.

Clause 36 inserts new section CZ 32 which relates to the treatment
of expenditure on underground gas storage facilities incurred before
the date of enactment of this Bill. On disposal of the storage facility,
the petroleum miner has an amount of income that is a percentage of
the expenditure for which they have been allowed a deduction.
Clause 37 amends section DB 1, to clarify that no deduction is avail-
able for certain amounts withheld under FATCA.

Clause 38 amends section DB 10, as part of removing the redundant
substituting debenture rule.

Clause 39 amends section DB 19, to allow a deduction for what
would otherwise be black hole expenditure on failed resource con-
sent applications.

Clause 40 amends section DB 235, as part of removing the redundant
substituting debenture rule.

Clause 41 amends section DB 37, to allow a deduction for what
would otherwise be black hole expenditure on failed patent appli-
cations.

Clause 42 inserts new section DB 40BA, to allow a deduction for what
would otherwise be black hole expenditure on failed plant variety
rights applications.

Clause 43 amends section DB 55. Subsection (1) replaces section
DB 55(3) as a remedial matter. Subsection (2) repeals section DB 55.
Clause 44 inserts a new heading and new sections DB 63 to DB 63C,
to provide rules relating to the deductibility of certain company ad-
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ministration expenses, including some expenses that would other-
wise be black hole expenditure.

Clause 45 amends section DD 4 as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 46 amends section DD 10 as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 47 amends section DG 6 to correct a cross-reference and to
repeal 1 of the rules for shareholders and companies mistakenly in-
cluded in the Taxation (Livestock Valuation, Assets Expenditure, and
Remedial Matters) Act 2013.

Clause 48 amends section DZ 21 to replace the transitional provision
related to depreciation recovery income for mixed-use assets that are
transferred from a company to its shareholders in the 2013—14 in-
come year.

Clause 49 amends examples in subpart DG, as a remedial matter.
Clause 50 amends section DO 5, as a remedial matter.

Clause 51 amends section DP 8, as part of removing the redundant
substituting debenture rule.

Clause 52 amends section EA 3 as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 53 amends section EE 7, to correct a cross-reference, and
clarify its ambit in regard to leases with perpetual rights of renewal.
Clause 54 amends section EE 25, to ensure an appropriate deduction
for expenditure on a plant variety rights application when the rights
are granted.

Clause 55 amends section EE 57, to ensure that the depreciation rules
work appropriately when deductions for expenditure relating to cer-
tain items of intangible property have been clawed back.

Clause 56 amends section EE 67, to ensure that the definition of legal
life accounts appropriately for land rights and their renewals.
Clause 57 amends section EG [ to clarify the income years to which
the election applies.

Clause 58 amends section EI 7 to clarify the method of allocation of
income derived in anticipation from a lease, and to provide a transi-
tional provision for existing unallocated amounts.
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Clause 59 amends section EI 8 to clarify the method of allocation of
income derived on disposal of land to the Crown, and to provide a
transitional provision for existing unallocated amounts.
Clause 60 amends section EW 15D, as part of ensuring appropriate
tax treatment of certain agreements for sale and purchase (ASAPs)
and their hedges under the financial arrangements rules.

Clause 61 amends section EW 15F, as part of ensuring appropriate
tax treatment of certain ASAPs and their hedges under the financial
arrangements rules.

Clause 62 amends section EW 15G, as part of ensuring appropriate
tax treatment of certain ASAPs and their hedges under the financial
arrangements rules.

Clause 63 amends section EW 15H, as part of ensuring appropriate
tax treatment of certain ASAPs and their hedges under the financial
arrangements rules.

Clause 64 amends section EW 151, as part of ensuring appropriate
tax treatment of certain ASAPs and their hedges under the financial
arrangements rules.

Clause 65 amends section EW 32, to ensure appropriate tax treatment
of certain ASAPs and their hedges under the financial arrangements
rules.

Clause 66 inserts new sections EW 32B and EW 32C, as part of en-
suring appropriate tax treatment of certain ASAPs and their hedges
under the financial arrangements rules. In particular the new sections
provide for hedges and for foreign exchange conversion.

Clause 67 amends section EW 35, as a remedial matter.

Clause 68 amends section EX 5 as a rewrite remedial to clarify the
nature of the rights related to direct control interests.

Clause 69 amends section EX 9 as a rewrite remedial to clarify the
nature of the rights related to direct income interests.

Clause 70 amends section EX 20B, to move the apportioned funding
income provision from section EX 20C, as it relates to income rather
than deductions.

Clause 71 amends section EX 20C, to move the apportioned funding
income provision to section EX 20B, as it relates to income rather
than deductions.
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Clause 72 amends section EX 21B, to provide for members of wholly-
owned groups.

Clause 73 amends section EX 21D, to provide for members of
wholly-owned groups.

Clause 74 amends section EX 21 E, to provide for members of wholly-
owned groups, and to allow taxpayers options in applying the rele-
vant accounting standards-based tests.

Clause 75 amends section EX 22, to exclude Australian unit trusts
that are not taxed as companies under Australian law from the ex-
emptions available to Australian resident entities in the CFC and FIF
rules.

Clause 76 amends section EX 35, to exclude Australian unit trusts
that are not taxed as companies under Australian law from the ex-
emptions available to Australian resident entities in the CFC and FIF
rules.

Clause 77 amends section EX 46, to correct a cross-reference error.
Clause 78 amends section EX 50, to clarify the rules applying to
indirectly held interests in FIFs.

Clause 79 amends section EX 51 as a rewrite remedial to include a
reference to expenditure incurred on behalf of the owner of the FIF
interest.

Clause 80 amends section EX 58, to clarify the rules applying to
indirectly held interests in FIFs.

Clause 81 amends section EZ 32D, to correct cross-references.
Clause 82 inserts new sections EZ 70 and EZ 71, to provide valid-
ation for the tax treatment of pre-existing foreign currency ASAPs, if
the tax treatment is essentially in agreement with the proposed new
ASAP rules.

Clause 83 inserts new section EZ 72, to provide a transition out of
the redundant substituting debenture rules.

Clause 84 amends section FA 2, as part of removing the redundant
substituting debenture rule.

Clause 85 amends section FB 15, to remedy expenditure incurred
when land is transferred to close relatives after a person dies.
Clause 86 amends section FC 5 as a rewrite remedial to include ex-
penditure incurred by an administrator or executor of a deceased per-
son’s estate in the cost price of land.
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Clause 87 amends section FE 1(1) by redrafting the description of
the intended effect of the interest apportionment rules, which re-
late to deductions for interest expenditure by entities with certain
sorts of overseas ownership or ownership interests in overseas en-
tities. The description of the type of situation to which the rules apply
is amended to include a situation in which a taxpayer’s worldwide
group has excessive debt funding from associated entities compared
to debt funding from third parties. The description of the types of
overseas ownership that bring a taxpayer within the scope of the rules
is also expanded.

Clause 88 amends section FE 2 to expand the types of overseas own-
ership that bring a New Zealand company within the rules and the
sources of settlements on a trust that bring the trustee within the rules.
Rules relating to the treatment of persons as being associated in some
contexts are also introduced.

Clause 89 amends section FE 3 to specify the New Zealand and
worldwide groups of the members of a controlling body for a New
Zealand company.

Clause 90 amends section FE 4 to introduce the definition of a non-
resident owning body for a company.

Clause 91 amends section FE 13 to provide for the treatment of fi-
nancial arrangements held by the trustee of a trust having assets that
are all financial arrangements.

Clause 92 amends section FE 14 by inserting rules that the assets
and debts of a member of a controlling body may be included in the
assets and debts of not more than a single New Zealand group and a
single worldwide group.

Clause 93 amends section FE 16 by providing for the treatment of
investments by trustees in controlled foreign companies (CFCs) and
specifying situations in which an increase in the valuation of an asset
may be included in the total group assets of a New Zealand group.
Clause 94 amends section FE 18 by excluding, from the measure-
ment of total group debt for an entity, a financial arrangement involv-
ing the provision of funds by a third party to the entity if an associated
person provides or undertakes to provide funds to the third party.

Clause 95 makes consequential amendments to section FE 25, taking
into account the provisions for non-resident owning bodies.
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Clause 96 amends section FE 26 to provide that a non-resident own-
ing body for a company is the company’s New Zealand parent if the
company does not have a New Zealand parent under another provi-
sion.

Clause 97 inserts new section FE 31D to provide for a company’s
worldwide group if the company’s New Zealand parent is determined
by the existence of a non-resident owning body.

Clause 98 inserts a defined term into lists of defined terms in subpart
FE, consequential to changes to that subpart.

Clause 99 amends section FM 5 to clarify that when a company
leaves a consolidated group, its liability for the income tax obliga-
tions of the group is removed for all years in which it was a member
of the group.

Clause 100 amends section GB 34 to correct a cross-reference.
Clause 101 amends section HA 31 to clarify when the revocation of
an election by a director takes effect.

Clause 102 amends section HC 27 to correct a cross-reference.
Clause 103 amends section HC 30 to correct a reference to a defined
term.

Clause 104 amends section HC 31, as part of giving deregistered
charities a tax base, and the rules to tax accumulations derived while
tax-exempt.

Clause 105 amends section HD 14, as part of removing the redundant
substituting debenture rules.

Clause 106 amends section HM [ to correct a cross-reference.
Clause 107 inserts a new heading and new section HR 11, to give
deregistered charities a tax base.

Clause 108 inserts new section HR 12, to provide rules to tax accu-
mulations of deregistered charities derived while tax-exempt.
Clause 109 amends section IW I to clarify that the shortfall penalty
may be 1 imposed on the company or on another company in the
group.

Clause 110 amends section LD 3, to give a donation tax credit for
gifts to certain charities and to certain community housing providers.
Clause 111 amends section LJ 3 to include a reference to a foreign
territory for consistency with other provisions.

Clause 112 amends section LJ 5 to correct a cross-reference.
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Clause 113 amends subpart LZ to remove redundant cross-headings.
Clause 114 amends section MB 1, as a remedial matter.
Clause 115 amends section MB 7B, as a remedial matter.

Clause 116 amends section MB 13, to exclude from family scheme
income mistaken or misdirected payments, refunds, a capital pay-
ment from a person’s ownership in a business, inheritances, and lot-
tery winnings.

Clause 117 amends section RD 5 as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 118 amends section RD 6 as a consequence of the clarification
of the rules related to employer-provided accommodation.

Clause 119 amends section RE 2, as part of remedying RWT for in-
flation-indexed instruments.

Clause 120 amends section RE 14 to correct the formula.

Clause 121 inserts a new section RE 18B, to remedy RWT for infla-
tion-indexed instruments.

Clause 122 amends section RF 2, to remedy NRWT for inflation-
indexed instruments.

Clause 123 amends section YA 1. Subclause (1) is a machinery pro-
vision. Subclause (2) inserts a definition of /2 month ASAP as part
of appropriately taxing ASAPs. Subclause (3) replaces the defin-
ition of accommodation as a consequence of the clarification of the
rules related to employer-provided accommodation. Subclause (4)
inserts an index entry definition of Canterbury earthquakes for the
purposes of the rules related to employer-provided accommodation.
Subclause (5) amends the definition of capital contribution to correct
a cross-reference error. Subclause (6) amends the definition of char-
itable organisation, to ensure that certain deregistered charities have
access to fringe benefit tax concessions. Subclause (7) inserts a defin-
ition of community housing entity for the purpose of granting certain
community housing providers a tax exemption. Subclause (8) inserts
a definition of day of final decision to time when certain comply-
ing deregistered charities are still entitled to tax-exempt status. Sub-
clause (9) inserts a definition of distant workplace for the purposes of
the rules related to employer-provided accommodation. Subclause
(10) inserts a cross-reference into the definition of distinctive work
clothing. Subclause (11) amends the cross-references in the defin-
ition of employee. Subclause (12) inserts a paragraph in the definition
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of employer for the purposes of the rules related to employer-pro-
vided accommodation. Subclause (13) amends the definition of ex-
cluded fixed rate security, as part of removing the redundant sub-
stituting debenture rules. Subclause (14) inserts a new definition of
financial liability, as part of remedying the CFC and FIF rules. Sub-
clause (15) inserts a definition of foreign account information-shar-
ing agreement, as part of implementing FATCA, the proposed IGA,
and the foreign account information sharing agreements rules. Sub-
clause (16) inserts a definition of foreign ASAP, as part of ensuring
appropriate tax treatment of certain ASAPs and their hedges under
the financial arrangements rules. Subclause (17) inserts a definition
of FX hedge, as part of ensuring appropriate tax treatment of certain
ASAPs and their hedges under the financial arrangements rules. Sub-
clause (18) inserts an index entry definition of greater Christchurch
for the purposes of the rules related to employer-provided accommo-
dation. Subclause (19) amends the definition of Aire purchase agree-
ment to change the scope of the agreement, explicitly incorporating
a contract under which a person has an option to purchase to be exer-
cised at a later date. Subclause (20) amends the definition of hire pur-
chase agreement to update a cross-reference. Subclause (21) inserts
a definition of IFRS designated FX hedge, as part of ensuring ap-
propriate tax treatment of certain ASAPs and their hedges under the
financial arrangements rules. Subclause (22) inserts a definition of
inflation-indexed instrument, as part of remedying NRWT and RWT
for inflation-indexed instruments. Subclause (23) amends the defin-
ition of land provisions, to update cross-references. Subclause (24)
amends the definition of lease, as a technical remedial matter, to ac-
count for multiple leases. Subclause (25) amends the definition of
lease, to include occupation right agreements. Subclause (26) inserts
a definition of minister of religion for the purposes of the rules related
to employer-provided accommodation. Subclause (27) amends the
definition of net asset balance, as a remedial matter. Subclause (28)
inserts a definition of net assets, as part of providing rules to tax ac-
cumulations of deregistered charities derived while tax-exempt. Sub-
clause (29) inserts a definition of non-IFRS designated FX hedge, as
part of ensuring appropriate tax treatment of certain ASAPs and their
hedges under the financial arrangements rules. Subclause (30) inserts
an index entry definition of non-resident owning body for the pur-
poses of the amendments to the thin capitalisation regime. Subclause
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(31) inserts a definition of out-of-town secondment for the purposes
of the rules related to employer-provided accommodation. Subclause
(32) replaces the definition of ownership interest, to update it for the
purposes of the amendments to the thin capitalisation regime. Sub-
clause (33) inserts a definition of period of continuous work for the
purposes of the rules related to employer-provided accommodation.
Subclause (34) inserts a definition of project of limited duration for
the purposes of the rules related to employer-provided accommoda-
tion. Subclause (35) inserts a definition of real property to include
Crown Minerals Act 1991 permits. Subclause (36) inserts an index
entry definition of rebuilding for the purposes of the rules related
to employer-provided accommodation. Subclause (37) replaces the
definition of recognised seasonal employment scheme, to update it.
Subclause (38) inserts an index entry definition of recovery for the
purposes of the rules related to employer-provided accommodation.
Subclause (39) inserts a definition of rights date, as part of ensuring
appropriate tax treatment of certain ASAPs and their hedges under
the financial arrangements rules. Subclause (40) deletes the defin-
ition of substituting debenture, because the substituting debenture
rule is redundant. Subclause (41) inserts a definition of workplace
for the purposes of the rules related to employer-provided accommo-
dation. Subclauses (42) to (47) provide appropriate application dates
for the other subclauses in clause 123.

Clause 124 amends schedule 14, to insert an item of depreciable in-
tangible property related to resource consents.

Clause 125 amends schedule 20, as a remedial matter related to the
historical removal of depreciation loading.

Clause 126 amends schedule 32 to add 2 new organisations to the list
of recipients of charitable or other public benefit gifts.

Part 3
Amendments to other enactments
Tax Administration Act 1994

Clause 127 gives the clauses that affect the Tax Administration Act
1994.

Clause 128 amends section 3. Subclause (1) replaces the definition
of competent authority, as part of implementing FATCA, the pro-
posed IGA, and the foreign account information sharing agreements
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rules. Subclause (2) inserts a definition of foreign account informa-
tion-sharing agreement, as part of implementing FATCA, the pro-
posed IGA, and the foreign account information sharing agreements
rules. Subclause (3) inserts a definition of inflation-indexed instru-
ment, as part of remedying NRWT and RWT for inflation-indexed
instruments. Subclause (4) inserts a definition of relief company, as
part of clarifying the rules around serious hardship relief for tax debt.
Subclause (5) replaces the definition of tax return, as part of imple-
menting FATCA, the proposed IGA, and the foreign account infor-
mation sharing agreements rules.

Clause 129 amends section 22, to require record keeping as part of
implementing FATCA, the proposed IGA, and the foreign account
information sharing agreements rules.

Clause 130 amends section 25, as part of remedying NRWT and
RWT for inflation-indexed instruments.

Clause 131 amends section 334, as part of remedying NRWT and
RWT for inflation-indexed instruments.

Clause 132 amends section 3344, as part of remedying NRWT and
RWT for inflation-indexed instruments.

Clause 133 amends section 51, as part of remedying NRWT and
RWT for inflation-indexed instruments.

Clause 134 inserts a new heading and new section 914AT containing
a determination-making power enabling the Commissioner to deter-
mine the level of benefit provided when an employer makes a pay-
ment to a class of employees when the benefit is hard to measure.

Clause 135 amends section 93, to correct cross-references.
Clause 136 amends section 94, to correct cross-references.
Clause 137 amends section 95, to correct cross-references.
Clause 138 amends section 97, to correct cross-references.
Clause 139 amends section 97B, to correct cross-references.
Clause 140 amends section 98, to correct cross-references.
Clause 141 amends section 98B, to correct cross-references.
Clause 142 amends section 99, to correct cross-references.
Clause 143 amends section 100, to correct cross-references.
Clause 144 amends section 101, to correct cross-references.
Clause 145 amends section 101B, to correct cross-references.
Clause 146 amends section 141B, to correct cross-references.
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Clause 147 amends section 141EB, to update cross-references.
Clause 148 repeals section 141FD, because it is redundant.

Clause 149 amends section 1424, as a remedial matter related to the
setting of new due dates.

Clause 150 amends section 143, to create a new offence of failing
to register, as part of implementing FATCA and the foreign account
information-sharing agreements rules.

Clause 151 amends section 1434, to create a new offence of know-
ingly failing to register, as part of implementing FATCA, the pro-
posed IGA, and the foreign account information-sharing agreements
rules.

Clause 152 amends section 173B, as part of implementing FATCA,
the proposed IGA, and the foreign account information sharing
agreements rules.

Clause 153 amends section 176, to allow, in appropriate circum-
stances, the Commissioner to bankrupt a taxpayer who is in serious
hardship, and to ensure that the reason why the debt arose is not a
factor in determining if a taxpayer is in serious hardship.

Clause 154 amends section 177, as part of clarifying the rules around
serious hardship relief for tax debt.

Clause 155 replaces section 1774, to clarify the rules around serious
hardship relief for tax debt.

Clause 156 amends section 177B, as part of clarifying the rules
around serious hardship relief for tax debt.

Clause 157 amends section 177C, as part of clarifying the rules
around serious hardship relief for tax debt.

Clause 158 inserts new Part 11B, to implement FATCA, the pro-
posed IGA, and the foreign account information-sharing agreements
rules. New section 185E gives the purpose of the Part. New sec-
tion 185F provides rules for making choices under foreign account
information-sharing agreements. New section 185G imposes regis-
tration obligations. New section 185H imposes due diligence obli-
gations. New sections 1851 and 185J impose obligations to provide
information. New section 185K prescribes the form for providing in-
formation. New section 185L provides an anti-avoidance rule for the
foreign account information-sharing agreements rules. New section
185M gives timeframes for providing information.
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Clause 159 inserts a new section 225D, to allow the making of regula-
tions in relation to the grant of a tax exemption to certain community
housing providers, including the making of retrospective regulations.

Goods and Services Tax Act 1985

Clause 160 gives the clauses that affect the Goods and Services Tax
Act 1985.

Clause 161 amends section 2. Subclause (1) consequentially amends
a cross-reference in the definition of commercial dwelling. Subclause
(2) inserts a new subparagraph in the definition of dwelling to clar-
ify when a residential unit in a retirement village or rest home is a
dwelling that is not a commercial dwelling. Subclause (3) amends
the definition of resident to ensure that, for GST purposes, the day
count residence rules under section YD 1 of the Income Tax Act 2007
do not apply to a natural person.

Clause 162 amends section 3 to update a cross-reference.

Clause 163 amends section 5 to extend the scope of the provision to
all subsequent supplies of land in relation to which input tax has been
claimed. The amendment requires the supplier to charge output tax
and perform the wash-up calculation on disposal of the land.

Clause 164 amends section 6 to clarify that fees paid to a director or
other person when the fees are reimbursed to the person’s employer,
the supply of the service is treated as made by the employer to the
person making the payment.

Clause 165 amends section 11 to clarify that assignments and sur-
renders of interests in land are land transactions for the purposes of
the zero-rating rules. The amendment also clarifies that commercial
leases for which no contemporaneous or advance payment has been
made may be excluded from the zero-rating requirements.

Clause 166 amends section 114 to allow a natural person to remain
within the ambit of the term outside New Zealand despite a minor
presence in New Zealand that is unconnected with a supply of ser-
vices.

Clause 167 amends section 20 to ensure that the apportionment rules
do not prevent non-profit bodies from claiming input tax on goods
and services used to make non-taxable supplies. The amendment also
enables purchasers already registered for GST when they incorrectly
zero-rated a transaction to be able to claim an input tax credit.
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Clause 168 inserts new section 21FB as part of the apportionment
rules when a person who uses their goods or services in making
mixed taxable and non-taxable supplies, subsequently changes to
total taxable or total non-taxable use. The amendment creates a
wash-up rule for the permanent change of use.

Clause 169 amends section 21HB for the transitional rule on the ear-
lier change of the definitions of dwelling and commercial dwelling.
If the change means a person must value a dwelling as a commercial
dwelling and the total value of their supplies exceeds the threshold
because of that treatment, the person is given the option to exclude
the supply from the calculation. Persons affected by the change will
also be prevented from claiming input tax credits on supplies of ac-
commodation acquired prior to 1 October 1986.

Clause 170 amends section 46 to clarify that the non-resident person
must be a registered person.

Clause 171 amends section 54C to clarify when the period ends and
who the person is who may apply for registration.

Income Tax Act 2004
Clause 172 gives the clauses that affect the Income Tax Act 2004.

Clause 173 amends section CD 29, as a rewrite remedial, to repro-
duce the effect of section CF 2(8)(b) of the Income Tax Act 1994 in
relation to the amendment of assessments of the company and the
shareholder when the Commissioner is notified of the recovery of a
dividend from a shareholder.

Clause 174 amends section DB 44, as a remedial matter.
Clause 175 amends section EE 7, to remedy a cross-reference error.

Clause 176 amends section EG 1 to clarify the income years to which
the election applies.

Clause 177 amends section EX 5 as a rewrite remedial to clarify the
nature of the rights related to direct control interests.

Clause 178 amends section EX 9 as a rewrite remedial to clarify the
nature of the rights related to direct income interests.

Clause 179 amends section EX 44 as a rewrite remedial to include a
reference to expenditure incurred on behalf of the owner of the FIF
interest.
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Clause 180 amends section OB I, the definition of hire purchase
agreement, to change the scope of the agreement, explicitly incorp-
orating a contract under which a person has an option to purchase to
be exercised at a later date.

Child Support Act 1991

Clause 181 gives the clauses that affect the Child Support Act 1991,
as it will be on 1 April 2014 when amendments made by the Child
Support Amendment Act 2013 come into force. In this analysis, ref-
erences to sections are references to sections of the Child Support
Act 1991. References to new sections and amended sections are ref-
erences to sections of that Act that are new or amended as a result of
changes to be made by the Child Support Amendment Act 2013.

Clause 182 amends section 2 to delete the definition of election
period from the interpretation section. That term is now defined in
new section 40AA.

Clause 183 amends new section 9 to ensure that beneficiaries only
have to apply for a formula assessment of child support if they are
not already a receiving carer.

Clause 184 amends new section 40(1) to clarify that notices of elec-
tion cannot be given after the end of the child support year to which
the election relates.

Clause 185 replaces new section 44(2), which is about the end-of-
year reconciliation following an election. The amendment rearranges
the provision to properly reflect the policy intention.

Clause 186 amends section 65, which provides that a formula assess-
ment can be applied for even if a voluntary agreement is in force.
The policy underlying that section is not changed, but the wording
is adjusted to reflect the new way of making a formula assessment
provided under the Child Support Amendment Act 2013.

Clause 187 makes a minor consequential amendment to the heading
of section 81.

Clause 188 repeals new section 92(34). The new subsection is un-
necessary.

Clause 189 replaces section 98(2), which is about how a court al-
locates the payment of the minimum annual amount of child sup-
port between different receiving carers. The amendment aligns the
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method with the method used under new section 32, which is the sec-
tion used in the vast majority of cases.

Clause 190 makes minor consequential amendments to section 142.

Clause 191 amends new section 1794, which describes when a
person can waive their entitlement to receive child support payments
from a liable parent. The right to waive this entitlement does not
apply to persons in receipt of an unsupported child benefit. To
achieve the intended policy, this needs to also refer to persons in
receipt of a sole parent support benefit.
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183 Section 9 amended (Social security beneficiaries must 123
apply for formula assessment)

184  Section 40 amended (Estimated taxable income) 124

185 Section 44 amended (End-of-year reconciliation) 124

186 Section 65 amended (Child support voluntary agreement 124
no bar to application for formula assessment)

187 Section 81 amended (Notification requirements of liable 125
parent)

188 Section 92 amended (Requirements in relation to 125
objections)

189 Section 98 amended (Minimum liability in respect of 125
child support)

190  Section 142 amended (Payment of formula assessment 125
child support to custodians who are social security
beneficiaries)

191 Section 179A amended (Waiver of right to payment) 126

Schedule 127

Amendments to examples in subparts DG and DZ

The Parliament of New Zealand enacts as follows:

1 Title
This Act is the Taxation (Annual Rates, Employee Allow-
ances, and Remedial Matters) Act 2013.

2 Commencement

(1)  This Act comes into force on the day on which it receives the
Royal assent, except as provided in this section.

(2) Sections 135, 136, 137, 138, 140, 142, 143, and 144 arc
treated as coming into force on 1 October 1996.

(3) Section 162 is treated as coming into force on 1 April 2002.

(4) Section 139 is treated as coming into force on 26 March
2003.

(5) Section 145 is treated as coming into force on 16 November
2004.

(6) Sections 173, 175, 176, 177, 178, 179, and 180 arc
treated as coming into force on 1 April 2005.
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(7)

(8)
)

(10)

(11)
(12)
(13)
(14)

(15)
(16)

(17)
(18)
(19)

(20)

1)

Section 174 is treated as coming into force on 1 October
2005.

Section 141 is treated as coming into force on 1 April 2007.
Sections 10, 43(1) and (3), 53(2) and (3), 57, 65(4), 67,
68, 69, 77, 79, 82, 86, 99, 100, 101, 102, 103, 109, 111,
112, 120, 123(16), (17), (19), and (42), and 146 are treated
as coming into force on 1 April 2008.

Sections 43(2) and (4), 70(1), (2), (4), and (5), 71, 73,
74(1) to (6) and (8) to (11), and 81 are treated as coming
into force on 30 June 2009.

Sections 72 and 74(7) are treated as coming into force on
1 July 2009.

Section 149 is treated as coming into force on 6 October
20009.

Sections 33, and 123(4), (18), (36), (38), and (47) are
treated as coming into force on 4 September 2010.

Section 123(37) is treated as coming into force at 2 am on
29 November 2010.

Section 34 is treated as coming into force on 1 January 2011.
Sections 60, 61, 62, 63, 64, 65(1), (2), (3), (5), and (6),
66, 114, 123(2), (21), (29), (39), and (43), 147, 148,
161(1), (2), and (4), 165(1) and (3), 167, and 169(2) and
(4) are treated as coming into force on 1 April 2011.
Section 35 is treated as coming into force on 6 December
2012.

Section 47, 48, 49, 50, and 125 are treated as coming into
force on 1 April 2013.

Sections 23, 24, and 123(26) are treated as come into force
on 1 July 2013.

Sections 7, 14, and 15(2) and (3) are treated as coming into
force on the day on which the Taxation (Annual Rates, Em-
ployee Allowances, and Remedial Matters) Bill is introduced.
Sections 16, 39, 41, 42, 44, 54, 55, 75, 76, 78, 80, 115,
124, 170, 171, 182, 183, 184, 185, 186, 187, 188, 190,
and 191 come into force on 1 April 2014.
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(22)

(23)

24)
(25)

(26)

27)

Sections 19, 27, 28, 29(1), 104, 107, 108, 110, 123(6),
(7), (8), (28), and (44), and 159 come into force on 14 April
2014.

Sections 5, 6, 37, 123(15), 128(1), (2), and (5), 129, 150,
151, 152, and 158 come into force on 1 July 2014.
Section 30 comes into force on 1 January 2015.

Sections 8, 9, 11, 12, 13, 20, 21, 22, 31, 32, 38, 40, 45,
46, 51, 52, 53(1), 56, 58, 59, 84, 87, 88, 89, 90, 91, 92,
93, 94, 95, 96, 97, 98, 105, 116, 117, 118, 123(3), (5),
(9), (10), (11), (12), (13), (23), (24), (25), (30), (31), (32),
(33), (34), (40), (41), (45), and (46), 126, and 134 come
into force on 1 April 2015.

Section 132 comes into force on 1 April 2016 or on an earlier
date set by Order in Council.

Section 29(2) comes into force on the earlier of—

(a) the date appointed by the Governor-General by Order
in Council to bring into force new Part 9 of the Hous-
ing Restructuring and Tenancy Matters Act 1992, as
described in the Social Housing Reform (Housing Re-
structuring and Tenancy Matters Amendment) Bill; and

(b) 14 April 2016.

Part 1
Annual rates of income tax

Annual rates of income tax for 201415 tax year

Income tax imposed by section BB 1 of the Income Tax Act
2007 must, for the 2014—15 tax year, be paid at the basic rates
specified in schedule 1 of that Act.

Part 2
Amendments to Income Tax Act 2007

Income Tax Act 2007 amended
This Part amends the Income Tax Act 2007.

Section BB 3 amended (Overriding effect of certain
matters)
Replace section BB 3(2), other than the heading, with:
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“(2) Subpart BH (Double tax agreements) provides for the effect of
a double tax agreement.”

6 Section BH 1 amended (Double tax agreements)

(1)  Insection BH 1(4), replace “(5)” with “(5) or (5B)”.

(2)  After section BH 1(5), insert:

“Foreign account information-sharing agreements

“(5B) A foreign account information-sharing agreement is subject

7

to Part 11B of the Tax Administration Act 1994.”

New section CB 15B inserted (When land acquired)
After section CB 15, insert:

“CB 15B When land acquired

“(D)

“2)

“General rule

For the purposes of subpart CB, a person acquires land on the
date that begins a period in which the person has an estate or
interest in the land, alone or jointly or in common with another
person.

“Relationship with subparts FB and FC

Subsection (1) is overridden by a provision in subpart FB
(Transfers of relationship property) or FC (Distribution, trans-
mission, and gifts of property) providing for the timing of a
transaction to which the provision applies.

“Defined in this Act: estate, interest, land”’.

Section CC 1 amended (Land)
After section CC 1(2B), insert:

“Exception for amount from grant of easement

“(2C) Anamount is not income of the owner of a fee simple estate in

(1

land if derived as consideration for the grant, for the duration
of the estate, of an easement over the land.”

Section CC 1B replaced (Consideration for agreement
to grant, renew, extend, or transfer leasehold estate or
licence)

Replace section CC 1B with:
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“CC 1B Consideration relating to grant, renewal, extension, or

“(1)

“2)

“G)

“(4)

“©)

transfer of leasehold estate or licence

“When this section applies

This section applies when a person (the payee) derives an

amount, in relation to a right (the land right) that is a lease-

hold estate, or a licence to use land, as consideration for—

“(a) the agreement by the payee to the grant, renewal, exten-
sion, or transfer of the land right:

“(b) the transfer of the land right from the holder of the land
right to another person.

“Income
The amount is income of the payee.

“Exception for payment as consideration for transfer of land

right

The amount is not income of the payee if—

“(a) the payee is the holder of the land right; and

“(b) the amount is consideration for the transfer of the land
right to the person paying the amount; and

“(c) the amount is not sourced directly or indirectly from
funds provided by the owner of the estate in land from
which the land right is granted; and

“(d) each of the payee and the person paying the amount is
not associated with the owner of the estate in land from
which the land right is granted.

“Exception for tenant or licensee of residential premises

The amount is not income of the payee if the payee—

“(a) 1is anatural person and derives the amount as a tenant or
licensee of residential premises whose expenditure on
the residential premises does not meet the requirements
of the general permission; and

“(b) is not associated with the owner of the estate in land
from which the land right is granted.

“Exception for payment of capital contribution

The amount is not income of the payee if the amount is derived
as a capital contribution.

“Defined in this Act: amount, associated, capital contribution, estate, general
permission, income, land, leasehold estate, own, pay’”.

15

10

15

20

25

30

35



Taxation (Annual Rates, Employee

Part 2 ¢l 10 Allowances, and Remedial Matters) Bill

2)

10

(1
“2)

)

)

4)

()

11

(1)

2)
3)

12

16

Subsection (1) applies to an amount derived on or after
1 April 2015.

Section CD 40 amended (Adjustment if dividend
recovered by company)

Replace section CD 40(2), other than the heading, with:
Section 113B of the Tax Administration Act 1994 requires the
Commissioner, if given notice of the recovery of the dividend
from a shareholder, to amend an assessment of the company or
the shareholder in relation to income tax or under the imput-
ation rules, the NRWT rules, the RWT rules, the FDP rules, or
under subpart LP (Tax credits for supplementary dividends),
as applicable.”

In section CD 40(3), replace “If the Commissioner is given
notice of the recovery,” with “If the Commissioner has been
notified of the recovery and has amended an assessment as
described in subsection (2),”.

In section CD 40(5), replace “A credit or debit,” with “If
the Commissioner has been notified of the recovery and has
amended an assessment as described in subsection (2), a
credit or debit”.

In section CD 40, insert in the list of defined terms, “FDP
rules”,” imputation rules”, “NRWT rules”, and “RWT rules”.
Subsections (1) to (4) apply for the 2008—09 and later in-
come years.

Section CE 1 amended (Amounts derived in connection

with employment)

After section CE 1(1)(b), insert:

“(bb) the market value of board or lodging that the person
receives in connection with their employment or ser-
vice:”.

Repeal section CE 1(1B) and (2).

In section CE 1, in the list of defined terms, delete “accommo-

dation”, and insert “employment”.

New sections CE 1B to CE 1D inserted
After section CE 1, insert:
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“CE 1B General rule: accommodation provided by employers

“(1)

“(2)

“G)

“(4)

“©)

“Value of accommodation

The value of accommodation provided to a person is income of
the person when it is provided in relation to their employment
or service. The value is an amount equal to the market rental
value of the accommodation.

“Value of accommodation allowances

The value of an accommodation allowance provided to a per-
son is income of the person when it is provided in relation to
their employment or service. The value is equal to the amount
of the allowance paid to the person.

“Payments and reimbursements

An amount paid for or towards the provision of accommoda-
tion for a person, whether as expenditure on account of an em-
ployee or as a reimbursement, is income of the person when it
is paid in relation to their employment or service.

“Adjustments to values

The value under subsection (1) may be adjusted as follows:

“(a) when more than 1 person referred to in that subsection
shares in the accommodation provided, the amount is
apportioned equally between them:

“(b) when the person to whom the accommodation is pro-
vided contributes towards the amount that is, or would
be, incurred by the employer in consideration of the em-
ployee’s occupation of the accommodation, the amount
is reduced by the amount contributed:

“(c) when the person to whom the accommodation is pro-
vided uses part of the accommodation exclusively for
work purposes related to their employment or service,
the amount is apportioned between that business use
and private use.

“Exceptions
Sections CE 1C and CE 1D override this section.
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“(6)

“Relationship with section CW 25B

The adjustment referred to in subsection (4)(c) does not
apply to a person to whom section CW 25B (Accommoda-
tion provided to ministers of religion) applies.

“Defined in this Act: accommodation, amount, business, employer, employ-
ment, expenditure on account of an employee, income, pay

“CE 1C Exception to general rule: overseas accommodation

“(1)

“2)

“G)

“Relevant local rental

Despite section CE 1B, if accommodation is provided at or

near a work location that is overseas, the value of the ac-

commodation is an amount equal to the relevant market rental

value of accommodation in New Zealand. The relevant mar-

ket rental value is determined taking into account—

“(a) the location where the person would be likely to work
for their employer in New Zealand:

“(b) the kind of accommodation in New Zealand that the
person would be likely to occupy:

“(c) theaverage or median market rental value in the vicinity
of the location referred to in paragraph (a).

“When overseas rental is less than New Zealand equivalent

For the purposes of subsection (1), if the value of the accom-
modation in the overseas location is less than the New Zealand
equivalent market rental value, the value that must be used is
the value in the overseas location.

“When location in New Zealand is uncertain

For the purposes of subsection (1)(a), if the location where
the person would be likely to work for their employer in New
Zealand is uncertain, the relevant market rental value is taken
as the average or median market rental value for the whole of
New Zealand.

“Defined in this Act: accommodation, amount, New Zealand

“CE 1D Exception to general rule: accommodation provided

“(D)

18

by Defence Force

“When this section applies
This section applies for the purposes of section CE 1B(1)
when accommodation is provided to a person who is a member
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“2)

“G)

“(4)

13

(1

of'the Defence Force by the Navy, Army, or Air Force, as those
terms are defined in the Defence Act 1990.

“Market rent less discount

The market rental value of the accommodation is an amount
equal to the lesser of the market rental value for the accommo-
dation, and market rent payable for the national New Zealand
Defence Force benchmark property for the type of accommo-
dation provided to the person less the discount applying to the
type of accommodation.

“National benchmark properties and discounts

For the purposes of this section, the Commissioner and the

Chief of the Defence Force, in consultation with a registered

valuer, must determine—

“(a) the number and location of national benchmark proper-
ties:

“(b) the types of accommodation represented by the bench-
mark properties:

“(c) a market rental value for each type of accommodation
in the benchmark properties:

“(d) a discount applying to each type of accommodation in
the benchmark properties.

“Three-yearly review

A determination under subsection (3)(c) and (d) must be
reviewed every 3 years. Either the Commissioner or the Chief
of the Defence Force may instigate the review.

(13 . . . . . 29
Defined in this Act: accommodation, amount, Commissioner, pay .

Section CE 5 amended (Meaning of expenditure on
account of an employee)
Replace section CE 5(3)(b) and (bb) with:

“(b) an amount paid under—

“(i) sections CW 16B to CW 16F (which relate to
accommodation expenditure):

“(@i1) section CW 17B (Relocation payments):

“(ii1) section CW 17C (Payments for overtime meals
and certain other allowances):

“(iv) section CW 17CB (Payments for certain work-
related meals):
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“(v) section CW 17CC (Payments for distinctive
work clothing):

“(vi) section CW 18 (Allowance for additional trans-
port costs):”.

(2)  Replace section CE 5(3)(c) with:

“(c) expenditure, other than an amount to which paragraph
(a) applies, that an employee pays in connection with
their employment or service to the extent to which—
“(1) the amount of the expenditure is incurred by or
on behalf of their employer; and
“(i1) the employee pays the amount on their em-
ployer’s behalf:”.
(3) Insection CE 5, in the list of defined terms, insert “amount”
and “employment”.

14  Section CG 2 amended (Remitted amounts)
After section CG 2(4), insert:
“Relationship with sections CG 2B to CG 2D

“(5) Sections CG 2B to CG 2D override this section.”

15 New sections CG 2B to CG 2D inserted
(1)  After section CG 2, insert:

“CG2B Remitted amounts on discharge from bankruptcy

“When this section applies
“(1) This section applies when a person to whom section CG 2(1)
applies is discharged from bankruptcy.

“Income

“(2) An amount to which the remission or cancellation applies is
income of the person, but only to the extent of the lesser of—
“(a) the total of the amounts to which the remission or can-
cellation applies; and
“(b) either—

“(i) the amount of the person’s loss balance at the end
of the tax year corresponding to the income year
immediately before the income year in which the
discharge occurs (the preceding tax year loss
balance), if the Commissioner has not claimed a
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“G)

“(4)

“©)

)

provable debt referred to in section 231(1) of the
Insolvency Act 2006 in relation to the person; or
“(i1) the amount calculated using the following for-
mula, if the Commissioner has claimed a prov-
able debt referred to in section 231(1) of the In-
solvency Act 2006 in relation to the person:

loss balance — debt adjustment.

“Definition of items in formula

In the formula,—

“(a) loss balance is the amount of the person’s preceding tax
year loss balance:

“(b) debt adjustment is the amount of the adjustment made
by the Commissioner to the person’s loss balance under
section 177C of the Tax Administration Act 1994.

“Timing of income

The income is treated as derived on the first day of the income
year in which the person is discharged from bankruptcy.
“Relationship with section CG 2

This section overrides section CG 2.

“Defined in this Act: amount, Commissioner, deduction, income, income year,
29
loss balance, tax loss component, tax year .

Before section CG 3, insert:

“CG 2C Remitted and other amounts: companies in liquidation

“(1)

“When this section applies

This section applies when—

“(a) a company that is part of a group of companies (com-
pany A) is allowed a deduction for an amount that it is
liable to pay; and

“(b) company A’s liability for the amount is later remitted or
cancelled, wholly or partly; and

“(c) company A includes some or all of the amount of the
deduction in the calculation of a net loss for a tax year;
and

“(d) the net loss is a tax loss component included in a tax
loss of company A for a tax year under section 1A 2(2)
or (3) (Tax losses); and
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“(e) after the inclusion of the amount of the deduction in its
net loss, company A makes some or all of the tax loss
available to another company in the group (company B)
to subtract from its net income for a tax year; and

“(f) after making the tax loss available to company B, and at
a time when company A and company B are in the same
group of companies, company A is liquidated, struck
off, or otherwise removed from the register of compan-
ies.

“Income of profit company

“(2) An amount equal to the amount remitted or cancelled is in-
come of company B.

“Timing of income
“(3) Company B is treated as deriving the income on the date on

which company A is liquidated, struck off, or otherwise re-
moved from the register of companies.

“No application to financial arrangements

“(4) This section does not apply to a liability that is a financial
arrangement, whether or not the liability has been remitted or
cancelled.

“Relationship with section CG 2
“(5) This section overrides section CG 2.

“Defined in this Act: amount, company, deduction, financial arrangement,
group of companies, income, liquidation, net income, net loss, pay, tax loss,
tax loss component, tax year

“CG2D Remitted and other amounts: companies leaving
groups

“When this section applies
“(1) This section applies when—

“(a) a company that is part of a group of companies (com-
pany C) is allowed a deduction for an amount that it is
liable to pay; and

“(b) company C includes some or all of the amount of the
deduction in the calculation of a net loss for a tax year;
and

22

5

10

15

20

25

30

35



Taxation (Annual Rates, Employee
Allowances, and Remedial Matters) Bill Part 2 cl 15

“2)

“G)

“(4)

“(c) thenetlossis atax loss component included in a tax loss
of company C for the tax year under section A 2(2) or
(3) (Tax losses); and
“(d) after the inclusion of the amount of the deduction in the
calculation of its net loss, company C makes some or
all of the tax loss available to another company in the
group (company D) to subtract from its net income for
a tax year; and
“(e) after the tax loss is made available to company D,—
“() either company C or company D, or both, leave
the group; and
“(i1) at the date of the departure, company C is in li-
quidation, receivership, or does not satisfy the
solvency test set out in section 4 of the Compan-
ies Act 1993; and
“(f) the liability referred to in paragraph (a) remains un-
paid at the date on which either company C or com-
pany D, or both, leaves the group.

“Income of profit company

An amount equal to the amount of the unpaid liability referred
to in subsection (1)(f) is income of company D.

“Timing of income
Company D is treated as deriving the income immediately be-

fore the date on which either company C or company D, or
both, leaves the group.

“When subsection (5) applies

Subsection (5) applies for the purposes of subsection

(1)(e)(ii) when—

“(a) atransaction or arrangement results in an amount being
received by a creditor of company C within a period of
2 years before either company C or company D, or both,
leaves the group; and

“(b) the payment of the amount reduces, in whole or in part,
the liability of company C so that company C satisfies
the solvency test set out in section 4 of the Companies
Act 1993.

23

10

15

20

25

30

35



Taxation (Annual Rates, Employee

Part 2 cl 16 Allowances, and Remedial Matters) Bill

“©)

“(6)

“(7

€)

16

(1)

“Commissioners discretion

The Commissioner may treat company C as not satisfying the

solvency test set out in section 4 of the Companies Act 1993

if the Commissioner considers—

“(a) the amount is paid when company C is insolvent; and

“(b) the payment has allowed the creditor to receive more to-
wards the satisfaction of a debt than they would other-
wise have received in a liquidation, as if company C
were placed in liquidation on the day on which com-
pany C or company D, or both, leaves the group.

“No application to financial arrangements

This section does not apply to a liability that is a financial
arrangement, whether or not the liability has been remitted or
cancelled.

“Relationship with section CG 2
This section overrides section CG 2.

“Defined in this Act: amount, arrangement, Commissioner, company, deduc-

tion, financial arrangement, group of companies, income, liquidation, net in-
99

come, net loss, pay, tax loss, tax loss component, tax year .

Subsection (2) applies when an event, listed in the follow-
ing paragraphs, occurs after the date of introduction for the
Taxation (Annual Rates, Employee Allowances, and Remed-
ial Matters) Bill:

(a) company A is removed from the register of companies:
(b)  company C is insolvent and leaves the group of com-

panies:
(c)  company D leaves the group of companies.

New section CG 7B inserted (Disposals or applications
after earlier deductions)
After section CG 7, insert:

“CG7B Disposals or applications after earlier deductions

“(D)

24

“When this section applies

This section applies when a person—

“(a) incurs expenditure for the purpose of applying for the
grant of a patent, a resource consent, or plant variety
rights; and
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“2)

“0)

“(4)

)

17

“(b) does not lodge the application, withdraws the applica-
tion, or is refused the grant; and

“(c) has a deduction under section DB 19, DB 37, or
DB 40BA (which relate to expenditure on abortive or
failed applications) for the expenditure; and

“(d) acquires property (the application property) as a result
of the expenditure; and

“(e) disposes of the application property for consideration or
uses the application property in the lodging of a patent
application with a complete specification or in obtaining
the grant of a resource consent or plant variety rights.

“Income

The person has income of the amount described in—

“(a) subsection (3), if the application property is disposed
of for consideration; or

“(b) subsection (4), if the application property is used in
the lodging of a patent application with a complete spe-
cification or in obtaining the grant of a resource consent
or plant variety rights.

“Lesser of total deductions and consideration from disposal

The amount is—

“(a) the amount of the consideration derived for the disposal
that is not income under another provision of this Act, if
that amount is less than the total amount of deductions
referred to in subsection (1)(c); or

“(b) the total amount of deductions referred to in subsec-
tion (1)(c), if paragraph (a) does not apply.

“Total deductions

The amount is the total amount of deductions referred to in

subsection (1)(c).

“Defined in this Act: deduction, dispose, income, plant variety rights”.

Subsection (1) applies for the 201415 and later income

years.

Section CT 1 amended (Disposal of exploratory material
or petroleum mining asset)
After section CT 1(3), insert:
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“Relationship with section CZ 32
“(4) Section CZ 32 (Treatment of certain petroleum storage facil-
ities) overrides subsection (2).”

18  Section CT 7 amended (Meaning of petroleum mining
asset)
Replace section CT 7(2), other than the heading, with:

“(2) Petroleum mining asset does not include—
“(a) land:
“(b) an underground gas storage facility as that term is de-
fined in section 2 of the Crown Minerals Act 1991.”

19  New section CV 17 inserted (Ceased charities: taxation of
tax-exempt accumulation)
After section CV 16, insert:

“CV 17 Ceased charities: taxation of tax-exempt accumulation
An amount of income of a person under section HR 12
(Ceased charities: taxation of tax-exempt accumulation) is
income of the person for the income year that contains the
day 1 year after the relevant end date under that section.

. . . . 29
“Defined in this Act: person, income, income year, year’ .

20 New sections CW 16B to CW 16F inserted
(1)  After section CW 16, insert:

“CW16B Accommodation expenditure: out-of-town
secondments and projects

“When this section applies
“(1) This section applies when—

“(a) the employment duties of an employee require them to
work at a distant workplace on an out-of town second-
ment or a project of limited duration; and

“(b) the period of the employee’s employment or service at
the distant workplace is a period of continuous work;
and

“(c) the employer—

“(i) provides accommodation for the employee for a
period that falls within a time limit described in
section CW 16C:
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“2)

“G)

“(4)

“(i1) incurs expenditure on the employee’s accommo-
dation at the distant workplace for a period that
falls within a time limit described in section
CW 16C:

“(ii1) incurs expenditure on the employee’s accommo-
dation for necessary travel to and from the distant
workplace in connection with the performance of
their duties.

“Exclusions

This section does not apply—

“(a) to an amount that is the value provided or expenditure
incurred by the employer when, under the terms of the
their employment, the employee would be entitled to
a greater amount of employment income, should the
employee choose, or have chosen, not to receive the
benefit of the amount:

“(b) in relation to an out-of-town secondment, to a new em-
ployee of the employer.

“Exempt income

The amount that is the value provided or expenditure incurred
by the employer is exempt income of the employee.

“Definitions for this section

In this section and sections CW 16C to CW 16F, CW 17CB,
CZ 29, and CZ 30 (which relate to accommodation expend-
iture), as applicable,—

“distant workplace, for an employee, means a new workplace
that is not within reasonable daily travelling distance of their
residence

“employer, other than in section CW 17CB, includes a com-
pany that is part of the same group of companies as the em-
ployer

“out-of-town secondment means the placement of an em-

ployee at a distant workplace—

“(a) because the employment duties of the employee require
them to work at the distant workplace for the perform-
ance of those duties; and

“(b) for a period that, in the expectation of their employer,
will last for no more than 2 years
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“period of continuous work—

“(a) means a period when an employee has ongoing duties
of employment that must be performed to a significant
extent at a distant workplace, requiring the employee to
stay at the distant location for 1 or more nights; and

“(b) includes the employee’s time away on leave or other
breaks for personal reasons, weekend breaks, required
rest periods, and other similar periods

“project of limited duration means a particular work pro-
ject—
“(a) whose principal purpose is to create, build, develop,
restore, replace, or demolish a capital asset; and
“(b) which is carried out under a contract between an em-
ployer and 1 or more persons who are not associated
with the employer; and
“(c) 1inrelation to which the engagement of an employee of
the employer at the distant workplace—
“(1) has, at the outset, clear start and end dates; and
“(@1) involves work that, apart from incidental activ-
ities, is undertaken solely for the purposes of the
project; and
“(ii1) in the expectation of their employer, will last for
a period of no more than 3 years

“workplace means a particular place or base—

“(a) at which an employee performs their employment du-
ties; or

“(b) from which an employee’s duties are allocated.

“Defined in this Act: accommodation, amount, associated person, company,
distant workplace, employee, employer, employment, employment income, ex-
empt income, group of companies, out-of-town secondment, pay, period of con-
tinuous work, project of limited duration, workplace

“CW16C Time periods for certain accommodation expenditure

“Time limits: out-of-town secondments

“(1) Section CW 16B applies for an employee on an out-of-town

28

secondment to the value provided or expenditure incurred for
a period that starts on the date on which the employee begins
to work at a distant workplace, and ends at the earliest of the
following dates:
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“(2)

“G)

“(4)

“(a) the date that is 2 years from the date on which they
began work at the distant workplace:

“(b) the date on which the out-of-town secondment ends:

“(c) the date on which the employee receives a relocation
payment under section CW 17B in relation to the costs
associated with settling the purchase of a new home:

“(d) the date on which the employer’s expectation regarding
the length of the period changes, and the total period is
expected to be more than 2 years.

“Time limits: projects of limited duration

Section CW 16B applies for an employee on a project of

limited duration to the value provided or expenditure incurred

for a period that starts on the date on which the employee starts
work at a distant workplace, and ends at the earliest of the fol-
lowing dates:

“(a) the date that is 3 years from the date on which the em-
ployee began work on the project at the distant work-
place:

“(b) the date on which the employee’s participation in the
project at the distant workplace ends:

“(c) the date on which the employee receives a relocation
payment under section CW 17B in relation to the costs
associated with settling the purchase of a new home:

“(d) the date on which the employer’s expectation regarding
the employee’s involvement in the project changes, and
the total period of their involvement in the project is
expected to be more than 3 years.

“Time limits in exceptional circumstances

A time limit does not apply if exceptional circumstances arise
beyond the control of the employer and employee that re-
quire the employee to remain at the distant workplace after
the period expires. Examples are a natural disaster or medical
emergency. However, an extension of time must be limited to
the period for which the employee is unable, because of the
exceptional circumstances, to leave the distant workplace.

“Avoidance provision

For the purposes of determining whether a time limit under
this section applies, a break in a period of continuous work at
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a distant workplace is ignored if a reason, that is more than
incidental, for the cessation of the employment or service is to
allow a further period of exemption under section CW 16B or
CZ 29 (Accommodation expenditure: Canterbury earthquake
relief).

“Defined in this Act: accommodation, amount, distant workplace, employee,
employer, employment, out-of-town secondment, pay, period of continuous
work, project of limited duration, workplace

“CW 16D Accommodation expenditure: conferences and

“(D

“(2)

“G)

30

overnight stays

“When this section applies

This section applies when—

“(a) the employment duties of an employee require them to
attend a work-related meeting, conference, or training
course that entails an overnight stay; and

“(b) the period for which the employee’s attendance is re-
quired is a period of continuous work; and

“(c) their employer—

“@) provides accommodation for the employee for
the period of their attendance:

“(@i1) 1incurs expenditure on the employee’s accommo-
dation for the period of their attendance:

“(ii1) 1incurs expenditure on the employee’s accommo-
dation for necessary travel in connection with the
performance of their duties for the period of their
attendance.

“Exclusions

This section does not apply to an amount that is the value pro-
vided or expenditure incurred by the employer when, under
the terms of the their employment, the employee would be en-
titled to a greater amount of employment income, should the
employee choose, or have chosen, not to receive the benefit of
the amount.

“Exempt income

The amount that is the value provided or expenditure incurred
by the employer is exempt income of the employee.

“Defined in this Act: accommodation, amount, employee, employer, employ-
ment, employment income, exempt income, period of continuous work
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“CW16E Accommodation expenditure: new employees
Despite section CW 16B(2)(b), section CW 16B applics to
a new employee in the following circumstances:

“(a)

“(b)

when the employer intends, at the time of employing

the new employee, that the new employee would work

permanently at a workplace of the employer that is not

a distant workplace, but instead requires the employee

to work temporarily at another of their workplaces that

is a distant workplace:

the new employee is on an out-of-town secondment to

work—

“() for a person with whom the employer has a
continuing commercial affiliation or working
relationship, and for the purposes of section
CW 16B, the person is treated as the employer;

and

“(i1) for a period that is expected to be no more than 2
years; and

“(@i1) at a distant workplace that is the person’s work-
place.

“Defined in this Act: distant workplace, employee, employer, out-of-town sec-
ondment, workplace

“CW 16F Accommodation expenditure: multiple workplaces

“(1)

“2)

“When this section applies
This section applies when—

“(a)
“(b)
“(0)

the employment duties of an employee require them to
work on an ongoing basis at more than 1 workplace; and
1 or more of those workplaces is a distant workplace;
and

in connection with the employee’s employment or ser-
vice, their employer provides accommodation or pays
an amount for the employee’s accommodation at the
distant workplace.

“Exclusions

This section does not apply—

“(a)

to an amount that is the value provided or the payment
by the employer when, under the terms of their em-
ployment, the employee would be entitled to a greater
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“G)

2)

21

(1)

amount of employment income, should the employee
choose, or have chosen, not to receive the benefit of the
amount:

“(b) when the employee has 2 workplaces and 1 of those
workplaces is a home office.

“Exempt income
The amount that is the value provided or the payment by the
employer is exempt income of the employee.

“Defined in this Act: accommodation, amount, distant workplace, employee,

employer, employment, employment income, exempt income, pay, work-
2

place™.

Subsection (1) applies for the 2015-16 and later income
years.

Section CW 17 amended (Expenditure on account, and
reimbursement, of employees)

After section CW 17(2), insert:

“Requirements for expenditure connected to employment or
service

“(2B) For the purposes of subsections (1) and (2), expenditure is

treated as incurred, or an amount paid, in connection with an

employee’s employment or service only if—

“(a) the expenditure is incurred or the amount is paid
because the employee is performing an obligation
required by their employment or service; and

“(b) the employee derives employment income through the
performance of the obligation; and

“(c) the expenditure is necessary in the performance of the
obligation.”

“When subsection (2D) applies

“(2C) Subsection (2D) applies for the purposes of subsections (2)

32

and (3) to an amount that an employer pays to or on behalf of
an employee in connection with their employment or service
when—
“(a) the payment—
“(1) 1is made to, or on behalf of, a wide group or class
of employees; and
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“(@i1) 1is provided mainly to reimburse an expense in-
curred by an employee in deriving their employ-
ment income; and

“(b) the amount paid is not an amount incurred by the em-
ployer when, under the terms of their employment, the
employee would be entitled to a greater amount of em-
ployment income, should the employee choose, or have
chosen, not to receive the benefit of the amount; and

“(c) the Commissioner considers that the average private or
capital benefit that the employee as a member of the
group or class is likely to receive from the payment is
hard to measure.

“Determinations

“(2D) The Commissioner may make a determination under sec-

2)

3)

22

tion 91AAT of the Tax Administration Act 1994 as to whether,
or the extent to which, tax must be paid on some or all of the
amount.”

In section CW 17(5),—

(a)  replace the heading with “Relationship with certain em-
ployment expenses provisions”:

(b) replace “section CW 17B (Relocation payments) or
CW 17C (Payments for overtime meals and certain
other allowances)” with “section CW 16B to CW 16F,
CW 17B, CW 17C, CW 17CB, CW 17CC, or CW 18
(which relate to certain amounts of employment ex-
penditure)”.

In section CW 17, in the list of defined terms, insert “Commis-

99 C¢ 9% ¢

sioner”, “employment”, “employment income”, and “tax”.

New section CW 17CB inserted (Payments for certain
work-related meals)
After section CW 17C, insert:

“CW 17CB Payments for certain work-related meals

“Exempt income

“(1) When the employment duties of an employee require them to

work away from their employer’s workplace, expenditure that
the employer incurs for or on behalf of the employee for a meal
for the employee is exempt income of the employee.
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“2)

“G)

“(4)

“©)

34

“Inclusions: work-related events

For the purposes of subsection (1), a meal includes—

“(a) food and drink that the employee consumes as part of
a working meal arranged as an alternative to a formal
meeting for business discussions:

“(b) food and drink that the employee consumes at a confer-
ence or training course:

“(c) light refreshments in the form of tea, coffee, water, or
similar refreshments, provided for the employee, but
only if—

“(i) the employee normally works a minimum of
7 hours a day; and

“@1) their employment duties require them to be away
from their employment base for most of the day;
and

“(ii1) the employer would normally provide the re-
freshments to the employee on the day; and

“(iv) it is not practicable for the employer to provide
the refreshments on the day.

“Inclusions: meals when travelling on business

For the purposes of subsection (1), a meal also includes food
and drink that the employee consumes when their employment
duties require them to travel in the performance of those duties.

“Exclusion: salary sacrifice
Subsection (1) does not apply if expenditure is incurred by
the employer when, under the terms of their employment, the
employee would be entitled to a greater amount of employ-
ment income, should the employee choose, or have chosen,
not to receive the benefit of the expenditure.
“Time limit
The maximum period applying to expenditure incurred under
subsection (1) other than expenditure on a meal described in
subsection (2), is 3 months—
“(a) commencing on—

“(i) on the date on which the employee starts to work

away from their employer’s workplace; or
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“(6)

23

“(@1) for an employee who does not have a fixed work-
place, on the date on which they arrive at their
accommodation base:

“(b) ending on the earlier of—

“() the date on which the 3 month period expires; or

“(i1) the date on which the employee returns to their
employer’s workplace to undertake their employ-
ment duties for their employer, or the date on
which the employee moves to a new accommo-
dation base, as applicable.

“Measuring period

In the measurement of the maximum period in subsection
(5), the period includes the employee’s time away on leave or
other breaks for personal reasons, weekend breaks, required
rest periods, and other similar periods.

“Defined in this Act: accommodation, amount, business, employee, employer,
employment, employment income, exempt income, pay, workplace™.

New section CW 17CC inserted (Payments for distinctive
work clothing)
After section CW 17C, insert:

“CW17CC Payments for distinctive work clothing

“(D

“(2)

“G)

“Exempt income

An amount that an employer pays to or on behalf of an em-
ployee for distinctive work clothing for the employee is ex-
empt income of the employee.

“Distinctive work clothing

For the purposes of this section, distinctive work clothing
has the meaning set out in section CX 30 (Distinctive work
clothing).

“Certain plain clothes included

Despite subsection (2), for the purposes of subsection (4),
the wearing of distinctive work clothing by an employee in-
cludes the wearing of plain clothes that would normally be
worn for private purposes if—

“(a) their employer provides a uniform to employees; and
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“(4)

24

“(b) despite the provision of a uniform, the employer re-
quires the employee to wear plain clothes in the per-
formance of their employment duties; and

“(c) asat1 July 2013, the employer’s general terms and con-
ditions of employment or service provided for—

“(i) an allowance for the plain clothes to be paid to
the employee; and

“(i1) a part of the allowance (the exempt portion) to
be treated as exempt income of the employee;
and

“(d) the terms and conditions referred to in paragraph (c)
continue to provide for both the payment of the allow-
ance and the same treatment of the same exempt por-
tion.

“Exempt amount

The exempt portion that the employer pays to or on behalf of
the employee as an allowance for the plain clothes is exempt
income of the employee.

“Defined in this Act: amount, distinctive work clothing, employee, employer,
employment, exempt income, pay’ .

New section CW 25B inserted (Accommodation provided
to ministers of religion)
After section CW 25, insert:

“CW 25B Accommodation provided to ministers of religion

“(1)

“2)

“G)

36

“Exempt income

The value of accommodation, to the extent described in sub-
section (2), that is provided to a person who is a minister of
religion is exempt income of the person when the property in
which the accommodation is provided is supplied by the reli-
gious society or organisation of which they are a minister.

“Limited amount

For the purposes of subsection (1), the amount of exempt
income for an income year is calculated using the formula—

rental value — (remuneration x (1 — adjustment)).

“Definition of items in formula
In the formula,—
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“(4)

“©)

“(a)

“(b)

“(©)

rental value is the lesser of—

“(i) the market rental value for the income year of the
accommodation provided; and

“(i1) the market rental value for the income year of
the accommodation that is reasonably commen-
surate with the duties of the person as a minister
and for the location in which they perform their
duties:

remuneration is the amount that equals 10% of the re-

muneration that the person receives for the income year

for the performance of their duties as a minister from

the religious society or organisation of which they are a

minister:

adjustment is the adjustment referred to in subsec-

tion (4)(a), and is the part of the amount that is the value

of the accommodation for the income year apportioned

to work-related use, expressed as a decimal fraction of

the total value of the accommodation.

“Adjustments to values

For the purposes of this section, the following adjustments
may be made:

“(a)

“(b)

“(©)

an adjustment referred to in subsection (3)(c) may be
made when the person to whom the accommodation is
provided uses part of the accommodation exclusively
for work purposes related to their duties as a minister:
if an adjustment is made under section CE 1B(4)(a)
(General rule: accommodation provided by employers),
the result of the formula in subsection (2) is divided
by the number of persons sharing in the accommodation
provided:

if accommodation is provided for part of an income
year, the references in subsections (2) and (3) to an
income year are read as references to the relevant part
of the income year.

“Maximum amount

For the purposes of this section, the exempt amount must be
no more than the amount described in subsection (3)(a), after
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“(6)

“(7

25

26

27

(1

38

taking into account any adjustments of the person under sec-
tion CE 1B(4)(a) and (b).

“Meaning of minister of religion

For the purposes of this section, minister of religion—

“(a) means a person—

“(1) holding an office or position as a minister of a
religious denomination that meets the charitable
purpose of the advancement of religion; and

“(i1)) whose accommodation forms an integral part of
their work:

“(b) does not include a member of a religious society or

order referred to in section CW 25.

“Application of item rental value in formula

Subsection (3)(a)(ii) applies to accommodation supplied on
or after 1 April 2015. Before that date, the item rental value
is the market rental value of the accommodation.

(13 . . . . .« .
Defined in this Act: accommodation, amount, exempt income, minister of
. . b

religion”.

Section CW 38 amended (Public authorities)

In section CW 38(3), replace “as a trustee” with “as a trustee,
other than an amount distributed as beneficiary income to a
beneficiary who derives the amount as exempt income”.

Section CW 39 amended (Local authorities)

In section CW 39(3), replace “as a trustee” with “as a trustee,
other than an amount distributed as beneficiary income to a
beneficiary who derives the amount as exempt income”.

Section CW 41 amended (Charities: non-business income)

Before section CW 41(1)(a), insert:

“(aa) an amount of income derived by a person who is re-
moved from the register of charitable entities (the regis-
ter) under the Charities Act 2005, if it is derived in
the period starting with the day they are registered on
the register and ending with the earlier of the following
days:
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)

3)
“(6)

4)
)

28
(1)

)
€)
4

“(i) the day on which the person fails to act in ac-
cordance with the relevant constitutional docu-
ments or other information supplied to the Char-
ities Commissioner or Board at the time of apply-
ing for charitable status:

“(i1) the day of final decision:”.

In section CW 41(5)(c), replace “unavailable.” with “unavail-
able:”, and insert:

“(d) a person, described in subsection (6), in the period
described in that subsection.”

After section CW 41(5), insert:

“Further definition: grace period for ceased charities

A person who is removed from the register of charitable en-

tities under the Charities Act 2005 is a tax charity in the period

starting on the day they are registered on the register and end-
ing on the earlier of the following days:

“(a) the day on which the person fails to act in accordance
with the relevant constitutional documents or other
information supplied to the Charities Commission or
Board at the time of applying for charitable status:

“(b) the day of final decision.”

In section CW 41, in the list of defined terms, insert “day of

final decision”.

Subsections (1), (2), (3), and (4) apply for a person for the

first income year and subsequent income years for which they

file a return of income on the basis that these subsections apply
for the relevant income year.

Section CW 42 amended (Charities: business income)

In section CW 42(5), replace “subsection (1)(c)” with “sub-
section (1)(c) and section CW 42B(2)(c) and (3)”.

In section CW 42(6), replace “subsection (5)” with “subsec-
tion (5) and section CW 42B(2)(c) and (3)”.

In section CW 42(7), replace “subsection (1)(c)” with “sub-
section (1)(c) and section CW 42B(2)(c) and (4)”.

In section CW 42(8), replace “subsection (1)(c)” with “sub-
section (1)(c) and section CW 42B(2)(c) and (5)”.
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29  New section CW 42B inserted (Community housing trusts
and companies)
(1)  After section CW 42, insert:

“CW42B Community housing trusts and companies

“Exempt income
“(1) An amount of income derived by a community housing en-

tity from a business of providing new houses (the business)

is exempt income if the only beneficiaries of the trust or only

clients of the company, as the case may be, are—

“(a) community housing entities that derive exempt income
under this section:

“(b) persons, or classes of persons, described in regulations
made under section 225D of the Tax Administration
Act 1994.

“Definition

“(2) In this section and section LD 3 (Meaning of charitable or

other public benefit gift), community housing entity means a

trust and its trustees, or a company, that carries on the business,

and—

“(a) the business is not carried on for the private pecuniary
profit of any individual; and

“(b) all profit of the business is reinvested into the business;
and

“(c) no person with some control over the business is able
to direct or divert, to their own benefit or advantage, an
amount derived from the business.

“Control over business

“(3) For the purposes of subsection (2)(c), for an income year,
a person is treated as having some control over the business,
and as being able to direct or divert amounts from the business
to their own benefit or advantage if, in the tax year, they are
described in section CW 42(5)(a) and (b) and (6).

“No control

“(4) For the purposes of subsection (2)(c), a person described
in section CW 42(7)(a) and (b) is not treated as having some
control merely because of the factors in section CW 42(7)(a)
and (b).
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“©)

)

30

(1)

2)

31

“Benefit or advantage

For the purposes of subsection (2)(c), a benefit or advantage
to a person includes a benefit or advantage included under sec-
tion CW 42(8).

(13 . . . . . . .
Defined in this Act: amount, business, community housing entity, exempt in-
. . 2
come, income, income year .

Before section CW 42B(2)(a), insert:

“(aa) the trust and its trustee or the company, as the case
may be, are a registered community housing provider
under the Housing Restructuring and Tenancy Matters
Act 1992; and”.

Section CW 57 amended (Non-resident company involved
in exploration and development activities)
Replace section CW 57(1)(a) and (b) with:

“(a) starts on 1 January 2015; and
“(b) ends on 31 December 2019.”

In section CW 57(2), replace the definition of exploration and
development activities with:

“exploration and development activities—

“(a) means the following activities undertaken for the pur-
poses of identifying and developing exploitable petrol-
eum deposits or occurrences in an offshore permit area:
“(i) operating a ship to provide seismic survey read-

ings:
“(i1) drilling an exploratory well or other well; but

“(b) does not include using a drilling rig of modular con-
struction that is installed on an existing offshore plat-
form.”

Section CX 19 amended (Benefits provided instead of
allowances)

In section CX 19(1)(c), replace “section CW 17B (Relocation
payments)” with “sections CW 16B to CW 16F, CW 17B,
and CW 17CC (which relate to certain expenditure of an
employer on an employee’s accommodation, relocation, and
clothing)”.
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33

(1)

Section CX 28 amended (Accommodation)
In section CX 28, replace “accommodation” with “board or
lodging, or accommodation”.

New section CZ 29 inserted (Accommodation expenditure:
Canterbury earthquake relief)
Before Part D, insert:

“CZ29 Accommodation expenditure: Canterbury earthquake

“(1)

“2)

“G)

4

relief

“When this section applies

This section applies for the purposes of section CW 16B (Ac-

commodation expenditure: out-of-town secondments and pro-

jects) when—

“(a) the employment duties of an employee require them
to work on a project of limited duration for rebuild-
ing or recovery, including the repair and reconstruc-
tion of land, infrastructure, and other property in greater
Christchurch as a result of the Canterbury earthquakes;
and

“(b) the distant workplace is a workplace in greater
Christchurch.

“Exempt income

The value provided or expenditure incurred by the employer

of the employee for or in relation to the accommodation is

exempt income of the employee.

Despite paragraph (c)(iii) of the definition of project of

limited duration and section CW 16C(2)(d) (Time periods

for certain accommodation expenditure), for the purposes of

this section, the 3-year limit is ignored and is replaced by the

following:

“(a) 5 years, if the employee starts work at the distant work-
place in the period commencing on 4 September 2010
and ending on 31 March 2015:

“(b) 4 years, if the employee starts work at the distant work-
place in the period commencing on 1 April 2015 and
ending on 31 March 2016:
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“(4)

“©)

“(6)

)

“(c) 3 years, if the employee starts work at the distant work-
place in the period commencing on 1 April 2016 and
ending on 31 March 2017:

“(d) 3 years, if the employee starts work at the distant work-
place in the period commencing on 1 April 2017 and
ending on 31 March 2018:

“(e) 3 years, if the employee starts work at the distant work-
place in the period commencing on 1 April 2018 and
ending on 31 March 2019.

“Project periods: basis of time limits

For the purposes of this section and section CW 16C,—

“(a) in subsection (3)(a), the time limit is determined by
whether the actual period of continuous work of the em-
ployee at the distant workplace is for a period of no
more than 5 years:

“(b) in subsection (3)(b) to (e), the time limits apply based
on the employer’s expectation of the employee’s in-
volvement in the project.

“Definitions for this section
In this section, Canterbury earthquakes, greater
Christchurch, rebuilding, and recovery have the meanings

given in section 4 of the Canterbury Earthquake Recovery
Act 2011.

“Related provisions

For the purposes of this section, the commencement and appli-

cation provisions in sections 2 and 20 of the Taxation (An-

nual Rates, Employee Allowances, and Remedial Matters) Act

2013 are treated as—

“(a) commencing on 4 September 2010:

“(b) applying for the person’s income year that includes 4
September 2010 and for all later income years.

“Defined in this Act: accommodation, amount, Canterbury earthquakes, distant
workplace, employee, employer, exempt income, greater Christchurch, land,
pay, period of continuous work, project of limited duration, rebuilding, recov-
ery’.

Subsection (1) applies for a person’s income year that in-
cludes 4 September 2010 and for all later income years.
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(1)

New section CZ 30 inserted (Transitional provision:
application of certain accommodation provisions)
After section CZ 29, insert:

“CZ30 Transitional provision: application of certain

“(h)

“(2)

“G)

“(4)

44

accommodation provisions

“When this section applies

This section applies for the purposes of sections CE 1B and
CW 16B to CW 16F (which relate to accommodation expend-
iture) when an employer provides accommodation or incurs
expenditure that meets the requirements of those provisions in
the period that starts on 1 January 2011 and ends on 31 March
2015.

“Transitional period

Despite the commencement and application provisions in the
Taxation (Annual Rates, Employee Allowances, and Remedial
Matters) Act 2013 relating to the provisions, the employer
may choose to apply the provisions to the expenditure incurred
in the period, but only if they have not, before 6 December
2012, taken a tax position that the accommodation expenditure
is taxable.

“Basis of time limits for and after transitional period

For the purposes of this section and section CW 16C, and for

the period referred to in subsection (1), a time limit may be

either—

“(a) the actual period of continuous work of the employee at
the distant workplace; or

“(b) atime limit based on the employer’s expectation of the
employee’s involvement in an out-of-town secondment
or project of limited duration.

“Related provisions

For the purposes of this section, the commencement and appli-
cation provisions in sections 2, 12, and 20 of the Taxation
(Annual Rates, Employee Allowances, and Remedial Matters)
Act 2013 are treated as—

“(a) commencing on 1 January 2011:
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“(b) applying for the person’s income year that includes
1 January 2011 and for all later income years.

“Defined in this Act: accommodation, distant workplace, employee, employer,
out-of-town secondment, period of continuous work, project of limited dura-
tion, tax”’.

Subsection (1) applies for a person’s income year that in-
cludes 1 January 2011 and for later income years.

New section CZ 31 (Accommodation expenditure: New
Zealand Defence Force)
After section CZ 30, insert:

“CZ31 Accommodation expenditure: New Zealand Defence

“(D

“2)

36

Force

“When this section applies

This section applies for the period that starts on 6 December

2012 and ends on 31 March 2015 for the purposes of section

CE 1(1B) (Amounts derived in connection with employment)

when—

“(a) accommodation is provided to a person who is a mem-
ber of the Defence Force by the Navy, Army, or Air
Force, as those terms are defined in the Defence Act
1990; and

“(b) the accommodation is provided in relation to the em-
ployment or service of the person.

“Market value

The value is an amount equal to the rent paid by the person for
the accommodation.

“Defined in this Act: accommodation, amount, employment”.

New section CZ 32 inserted (Treatment of certain
petroleum storage facilities)
After section CZ 31, insert:

“CZ 32 Treatment of certain petroleum storage facilities

“(1)

“When this section applies

This section applies for an income year when a petroleum
miner disposes of an underground gas storage facility in re-
lation to which they have been allowed a deduction under sec-
tion DT 5 (Petroleum development expenditure) for expend-
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iture incurred before the date of enactment of the Taxation
(Annual Rates, Employee Allowances, and Remedial Matters)
Act 2013.

“Income

Despite section CT 1(2) (Disposal of exploratory material or
petroleum mining asset), the miner has an amount of income
from the disposal of the storage facility for the income year
calculated using the formula—

past expenditure

: X amount on disposal.
total expenditure

“Definition of items in formula

In the formula,—

“(a) pastexpenditure is the total amount of expenditure that
the miner incurs in relation to the storage facility for
which they have been allowed a deduction under section
DT 5:

“(b) total expenditure is the sum of—

“(i) the amount of expenditure that the miner incurs
in relation to the storage facility after the date of
enactment of the Taxation (Annual Rates, Em-
ployee Allowances, and Remedial Matters) Act
2013 for which a deduction is allowed; and

“(i1) the amount of past expenditure referred to in
paragraph (a):

“(c) amount on disposal is the total amount that the miner
derives on the disposal of the storage facility.

“Transitional provision for certain facilities

Despite section CT 7(2) (Meaning of petroleum mining asset),
an underground gas storage facility covered by petroleum min-
ing permit number 52278 is a petroleum mining asset to the
extent to which the expenditure incurred by the permit holder
relates to activities specified in the work programme set out
in schedule 3 of the permit. Permit number 52278 includes a
replacement or supplementary permit to the extent to which it
covers activities specified in the work programme in schedule
3 of permit 52278.

“Defined in this Act: amount, deduction, income year, petroleum miner, pet-
roleum mining asset, petroleum mining permit”.
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Section DB 1 amended (Taxes, other than GST, and

penalties)

After section DB 1(1)(b), insert:

“(bb) an amount withheld under section 1471 or 1472 of the
Internal Revenue Code of 1986 (USA), as amended
from time to time:”.

Section DB 10 amended (Interest or expenditure
connected to profit-related or substituting debentures)
In the heading to section DB 10, delete “or substituting”.

In section DB 10(2), replace “either a profit-related debenture
or a substituting debenture” with “a profit-related debenture”.

In section DB 10, in the list of defined terms, delete “substi-
tuting debenture”.

Subsections (1), (2), and (3) apply for the 2015—16 and later
income years.

Section DB 19 amended (Expenses of failed or withdrawn
application for resource consent)

Replace the heading to section DB 19 with “Expenses in ap-
plication for resource consent”.

Replace section DB 19(1), other than the heading, with:

A person who incurs expenditure for the purpose of applying

for the grant of a resource consent under the Resource Man-

agement Act 1991 and does not obtain the grant because the

application is not lodged or is withdrawn, or because the grant

is refused, is allowed a deduction for the expenditure—

“(a) that the person incurs in relation to the application or
intended application; and

“(b) that would have been part of the cost of depreciable
property, or otherwise a deduction, if the application or
intended application had been granted; and

“(c) for which the person is not allowed a deduction under
another provision.”

Replace section DB 19(2), other than the heading, with:

The deduction is allocated to the income year in which the
person decides not to lodge the application, withdraws the ap-
plication, or is refused the grant.”
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(1)

48

Subsections (2) and (3) apply for the 2014—15 and later in-
come years.

Section DB 25 amended (Cancellation of shares held as
revenue account property)

In section DB 25, in the list of defined terms, delete “profit-
related debenture” and “substituting debenture”.

Subsection (1) applies for the 2015-16 and later income
years.

Section DB 37 amended (Expenses of failed or withdrawn

patent application)

Replace the heading to section DB 37 with “Expenses in ap-

plication for patent”.

Replace section DB 37(1), other than the heading, with:

A person who incurs expenditure for the purpose of applying

for the grant of a patent and does not obtain the grant because

the application is not lodged or is withdrawn, or because the

grant is refused, is allowed a deduction for the expenditure—

“(a) that the person incurs in relation to the application or
intended application; and

“(b) that would have been part of the cost of fixed life intan-
gible property, or otherwise a deduction, if the applica-
tion or intended application had been granted; and

“(c) for which the person is not allowed a deduction under
another provision.”

Replace section DB 37(2), other than the heading, with:

The deduction is allocated to the income year in which the

person decides not to lodge the application, withdraws the ap-

plication, or is refused the grant.”

Subsections (2) and (3) apply for the 2014—15 and later in-

come years.

New section DB 40BA inserted (Expenses in application
for plant variety rights)
After section DB 40, insert:
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“2)

“G)

2)

43
(D
“3)

2)
3)

“Deduction

A person who incurs expenditure for the purpose of applying

for the grant of plant variety rights and does not obtain the

grant because the application is not lodged or is withdrawn,

or because the grant is refused, is allowed a deduction for the

expenditure—

“(a) that the person incurs in relation to the application or
intended application; and

“(b) that would have been part of the cost of fixed life intan-
gible property, or otherwise a deduction, if the applica-
tion or intended application had been granted; and

“(c) for which the person is not allowed a deduction under
another provision.

“Timing of deduction
The deduction is allocated to the income year in which the

person decides not to lodge the application, withdraws the ap-
plication, or is refused the grant of plant variety rights.

“Link with subpart DA

This section overrides the capital limitation. The general per-
mission must still be satisfied and the other general limitations
still apply.

“Defined in this Act: capital limitation, deduction, fixed life intangible property,
general limitation, general permission, income year, plant variety rights”.

Subsection (1) applies for the 201415 and later income
years.

Section DB 55 amended and repealed (Expenditure
incurred in deriving exempt dividend)

Replace section DB 55(3), other than the heading, with:

This section supplements the general permission and overrides
the exempt income limitation. The other general limitations
still apply.”

Repeal section DB 55.

Subsection (1) applies for the 2008—09 and later income
years.
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Subsection (2) applies for income years beginning on or after

1 July 2009, except for a tax position that is—

(a) inconsistent with subsection (2); and

(b)  taken by the person in a tax return filed before the date of
introduction of the Taxation (Annual Rates, Employee
Allowances, and Remedial Matters) Bill.

New heading and sections DB 63 to DB 63C inserted
After section DB 62, insert:

“Miscellaneous company administration costs

“DB 63 Expenses in paying dividends

“(1)

“2)

“Deduction

A company is allowed a deduction for expenditure incurred

in—

“(a) authorising, allocating, or processing, the payment of a
dividend:

“(b) resolving a dispute concerning a matter referred to in
paragraph (a).

“Link with subpart DA

This section supplements the general permission and overrides

the capital limitation. The other general limitations still apply.

“Defined in this Act: capital limitation, company, deduction, dividend, general
limitation, general permission

“DB 63B Periodic company registration fees

“(D)

“2)

50

“Deduction

A listed company is allowed a deduction for expenditure in-
curred as periodic fees of a recognised exchange for maintain-
ing the registration of the company on the exchange.

“Link with subpart DA

This section supplements the general permission and overrides
the capital limitation. The other general limitations still apply.

“Defined in this Act: capital limitation, company, deduction, general limitation,
general permission, listed company, recognised exchange
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“DB 63C Meetings of shareholders

“(1)

“2)

“G)

)

45

46

47
(1)

)
)

“Deduction

A company is allowed a deduction for expenditure incurred in
holding an annual meeting of the shareholders of the company
to consider the affairs of the company.

“No deduction

A company is denied a deduction for expenditure incurred in
holding a special or extraordinary meeting of the shareholders
of the company.

“Link with subpart DA

Subsection (1) supplements the general permission and over-
rides the capital limitation. Subsection (2) overrides the gen-
eral permission. The other general limitations still apply.

“Defined in this Act: capital limitation, company, deduction, general limitation,
general permission, shareholder’.

Subsection (1) applies for the 201415 and later income
years.

Section DD 4 amended (Employment-related activities)

In section DD 4(3)(a), replace “CW 17B and CW 17C (which
relate to relocation expenses, expenditure on overtime meals,
and sustenance allowances)” with “CW 17B, CW 17C, and
CW 17CB (which relate to relocation expenses and expend-
iture on meals)”.

Section DD 10 amended (Interpretation: reimbursement
and apportionment)

In section DD 10(a), replace “CW 17B and CW 17C” with
“CW 17B, CW 17C, and CW 17CB”.

Section DG 6 amended (Associated persons: company
rule modified)

In section DG 6, replace “YB 3(1)” with “YB 3(1) (Company
and person other than company)”.

Repeal section DG 6(a).

In section DG 6, in the list of defined terms, delete “voting
interest”.
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Subsection (2) applies for the 2013—-14 and later income
years.

Section DZ 21 amended (Expenditure on certain assets

before 31 March 2013)

Replace the heading to section DZ 21 with “Transfer in

2013-14 income year of assets to which subpart DG ap-

plies”.

Replace section DZ 21(2) with:

“Disposal by transferor

For the purposes of section CG 1, (Amount of depreciation

recovery income) and subpart EE (Depreciation),—

“(a) the company is treated as disposing of the asset for an
amount equal to the adjusted tax value of the asset on
the day of the transfer; and

“(b) the shareholder is treated as having—

“(i) acquired the asset on the date on which the
company acquired it for an amount equal to the
amount the company paid to acquire it; and

“@1) used the asset for the purposes for which the com-
pany used it; and

“(i11) used the depreciation method used by the com-
pany in relation to the asset; and

“(iv) been allowed a deduction for an amount of depre-
ciation loss that the company has been allowed
since the company’s acquisition of the asset.

“Allocation to shareholders

For the purposes of subsection (2), if more than 1 share-
holder referred to in subsection (1)(b) acquires the asset, their
share of the cost of the asset and the amount of depreciation
loss is based on the proportion of their voting interests in the
company.”

In section DZ 21, in the list of defined terms, insert “deduc-

99 <c

tion”, “depreciation loss”, “pay”, and “voting interest”.

Subsections (1) and (2) apply for the 201314 and later in-
come years. However, subsections (1) and (2) do not apply
in relation to an asset when a shareholder who acquires the as-
set disposes of it before the date of introduction of the Taxation
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53

(1)

(Annual Rates, Employee Allowances, and Remedial Matters)
Bill.

Amendments to examples in subparts DG and DZ
The examples provided in subparts DG and DZ are amended
as indicated in the schedule.

Section DO 5 amended (Expenditure on land: planting of
listed horticultural plants)
In section DO 5(4), replace the formula with:

rate x diminished value.

Subsection (1) applies for listed horticultural plants that are
planted on land on or after the first day of the 2013—14 income
year.

Section DP 8 amended (Forestry business on land bought
from the Crown, Maori owners, or holding company: no

deduction)

Replace section DP §(3) with:

“Relationship with section FA 2B

Section FA 2B (Stapled debt securities) does not apply to a
qualifying debenture.”

In section DP 8, in the list of defined terms, delete “substituting
debenture”.

Subsections (1) and (2) apply for the 201516 and later in-
come years.

Section EA 3 amended (Prepayments)

In section EA 3(7), replace “CW 17, CW 17B, CW 17C,
and CW 18” with “CW 16B to CW 16F, CW 17, CW 17B,
CW 17C, CW 17CB, CW 17CC, and CW 18”.

Section EE 7 amended (What is not depreciable

property?)
After section EE 7(a), insert:

“(ab) a lease of land with a perpetual right of renewal:”.
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54

In section EE 7(c), replace “subpart EB (Valuation of trading
stock (including dealer’s livestock)” with “subpart EC (Valu-
ation of livestock)”.

Subsection (2) applies for the 2008—09 and later income
years.

Section EE 25 amended (Depreciation loss for plant
variety rights application granted in 200506 or later
income year)

Replace section EE 25(3)(a) with:

“(a) cost is the cost to the person of the plant variety rights
application, including an amount incurred for the pur-
pose of lodging an earlier application and giving rise
under section CG 7B (Disposals or applications after
earlier deductions) to a corresponding amount of in-
come relating to the plant variety rights application:”.

Subsection (1) applies for the 201415 and later income
years.

Section EE 57 amended (Base value in section EE 56 when
none of sections EE 58, EE 59, and EZ 22(1) applies)
After section EE 57(3)(c), insert:

“(cb) expenditure is included in it if the item is a patent appli-
cation, a patent, plant variety rights, or a resource con-
sent under the Resource Management Act 1991 and the
expenditure has given rise under section CG 7B (Dis-
posals or applications after earlier deductions) to a cor-
responding amount of income relating to the item; and”.

Subsection (1) applies for the 2014—-15 and later income

years.

Section EE 67 amended (Other definitions)

In section EE 67, definition of legal life, paragraph (a), replace
“paragraphs (b) and (c)” with “paragraphs (b) to (d)”.

In section EE 67, definition of legal life, paragraph (c)(ii), re-
place “granted” with “granted:”.

In section EE 67, after the definition of legal life, paragraph
(c), insert:
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“2)

2)

3)

“(d) for a person and a right (a land right) that is a lease-
hold estate, or a licence to use land, means the num-
ber of years, months, and days for which the person or
an associated person has an owner’s interest in the land
right, or in a consecutive or successive land right, under
the contract or statute that creates the owner’s interest,

determined—
“(i) when the person acquires the owner’s interest;
and

“(i1) assuming that the person or associated person
exercises rights of renewal, extension, or fur-
ther grant that are either essentially unconditional
or conditional on the payment of predetermined
fees”.

Section EG 1 amended (Election to use balance date used
in foreign country)

In section EG 1(6), replace “A person who has made an elec-
tion is treated as making the same election for all later income
years” with “An election made by a person under subsection
(2) applies for the income year referred to in subsection (1)(c)
and all later income years”.

Subsection (1) applies for the 2008—09 and later income
years.

Section EI 7 amended (Leases: income derived in

anticipation)

Replace section EI 7(2), other than the heading, with:

The person may choose to—

“(a) divide the income into 6 equal portions; and

“(b) allocate a portion to the income year in which they de-
rive the amount; and

“(c) similarly allocate a portion to each of the next 5 income
years.”

In section EI 7(3)(a), replace “give a notice to the Commis-

sioner requesting the Commissioner to make the allocation”

with “notify the Commissioner of their election”.

After section EI 7(4), insert:
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“Transitional provision: 2015—16 and later income years

Despite subsection (2), when a person has derived an amount

of income to which this section applies before the 2015-16

income year, and all or part of that amount remains unallocated

at the start of that income year, the person must—

“(a) 1if the period of 5 income years after the income year
of derivation has expired by the start of the 2015-16
income year, allocate the remaining amount to the
2015-16 income year; or

“(b) if the period of 5 income years after the income year
of derivation has not expired before the start of the
2015-16 income year, divide the remaining amount into
equal portions based on the number of income years left
in the period, and allocate a portion to each of those in-
come years falling after the end of the 201415 income
year.”

In section EI 7, in the list of defined terms, insert “amount”.

Subsections (1) to (4) apply for the 2015-16 and later in-
come years.

Section EI 8 amended (Disposal of land to the Crown)
Replace section EI 8(2), other than the heading, with:

The person may choose to—

“(a) divide the income into 4 equal portions; and

“(b) allocate a portion to the income year in which they de-
rive the amount; and

“(c) similarly allocate a portion to each of the next 3 income
years.”

After section EI 8(5), insert:

“Transitional provision: 2015—16 and later income years

Despite subsection (2), when a person has derived an amount

of income to which this section applies before the 2015-16

income year, and all or part of that amount remains unallocated

at the start of that income year, the person must—

“(a) 1if'the period of 3 income years after the income year of
derivation has expired before the start of the 2015-16
income year, allocate the remaining amount to the
2015-16 income year; or
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“(b) if the period of 3 income years after the income year
of derivation has not expired before the start of the
2015-16 income year, divide the remaining amount into
equal portions based on the number of income years left
in the period, and allocate a portion to each of those in-
come years falling after the end of the 201415 income
year.”

Subsections (1) and (2) apply for the 2015-16 and later in-

come years.

Section EW 15D amended (IFRS financial reporting
method)
After section EW 15D(2)(ab), insert:

“(ad) if the financial arrangement is a foreign ASAP, or is an
IFRS designated FX hedge for a foreign ASAP, sec-
tions EW 32 and EW 33B apply to value, for IFRS
rules, the relevant property or service. Section EW
33B also provides rules for subsequently adjusting the
treatment of the relevant hedge:”.

Replace section EW 15D(2B)(b) with:

“(b) the person uses for the other financial arrangement a
method that is not the IFRS financial reporting method.”

In section EW 15D, in the list of defined terms, insert “foreign
ASAP” and “FX hedge”.

Subsections (1), (2), and (3) apply for a financial arrange-

ment entered into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b) in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 2012-13,
2013-14, or 2014—15 income year; and

(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.
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Section EW 15F amended (Expected value method)
After section EW 15F(1)(b), insert:

“(bb) the financial arrangement is not a foreign ASAP; and”.

In section EW 15F, in the list of defined terms, insert “foreign
ASAP”.

Subsections (1) and (2) apply for a financial arrangement

entered into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b) in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 2012-13,
2013-14, or 2014—15 income year; and

(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

Section EW 15G amended (Modified fair value method)
After section EW 15G(1)(b), insert:

“(bb) the financial arrangement is not a foreign ASAP; and”.

In section EW 15G, in the list of defined terms, insert “foreign
ASAP”.

Subsections (1) and (2) apply for a financial arrangement

entered into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b) in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(1)  the first income year is the 2011-12, 201213,
2013-14, or 2014—15 income year; and
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(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

Section EW 15H amended (Mandatory use of some

determinations)

Repeal section EW 15H(1)(d).

Subsection (1) applies for a financial arrangement entered

into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b) in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 201213,
2013-14, or 201415 income year; and

(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

Section EW 151 amended (Mandatory use of yield to

maturity method for some arrangements)

In section EW 15I(1)(b)(iii), replace “property or services”

with “property or services that is not a foreign ASAP”.

In section EW 151, in the list of defined terms, insert “foreign

ASAP”.

Subsections (1) and (2) apply for a financial arrangement

entered into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b) in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 201213,
2013-14, or 201415 income year; and
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(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

Section EW 32 amended (Consideration for agreement for
sale and purchase of property or services, hire purchase
agreement, specified option, or finance lease)

In the heading to section EW 32, replace “and purchase” with
“and purchase (ASAP)”.

In section EW 32(2), replace “applying subsections (3)” with
“applying, as modified by sections EW 33B, EW 33C, and
EW 34 (which relate to certain agreements), subsections
(2B)”.

After section EW 32(2), insert:

“IFRS foreign ASAPs

“(2B) If the person uses IFRSs to prepare financial statements or to

report for financial arrangements, and the relevant financial
arrangement is a foreign ASAP, the value of the property or
services is the value under IFRS rules, modified on account of
FX hedges as provided by section EW 33B.

“Future or discounted value: foreign ASAPs subject to 12
month ASAP

“(2C) If the relevant financial arrangement is a foreign ASAP that

is a 12 month ASAP, the value of the property or services is
the future value, or the discounted value, or a combination
of both the future and discounted values, on the rights date,
of the amounts paid or payable under the 12 month ASAP
for the property or services. Section EW 33B may apply in
relation to FX hedges, and section EW 33C applies if the
consideration is in a foreign currency.

“Express value: foreign ASAPs not subject to 12 month ASAP

“(2D) If the relevant financial arrangement is a foreign ASAP that

4

60

is not a 12 month ASAP, the value of the property or services
is the value expressly provided in the agreement as paid or
payable for the property or services. Section EW 33B may
apply in relation to FX hedges, and section EW 33C applies
if the consideration is in a foreign currency.”

After section EW 32(7), insert:
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“(8)

)

(6)

66
(D)

“Relationship with subject matter

Section EZ 70 (Consideration for property or services: [FRS
foreign ASAPs before 2014—15 income year) overrides this
section.”

In section EW 32, in the list of defined terms, insert “12 month
ASAP”, “foreign ASAP”, “FX hedge”, “IFRS”, and “rights
date”.

Subsections (1), (2), (3), and (5) apply for a financial ar-

rangement entered into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b)  in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 201213,
2013-14, or 2014—15 income year; and

(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

New sections EW 33B and EW 33C inserted
After section EW 33, insert:

“EW 33B Foreign ASAPs: designated FX hedges

“(D)

“When this section applies
This section applies when, for a person’s financial arrange-
ment, section EW 32(2B) applies, and—
“(a) the financial arrangement is a foreign ASAP that relates
to:
“(i) property that is or will be depreciable property or
revenue account property; or
“(i1) services, the sale or purchase of which, as rele-
vant for the person, gives rise to assessable in-
come or deductions under this Act outside of the
financial arrangements rules; and
“(b) the person holds an IFRS designated FX hedge in rela-
tion to the financial arrangement
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“2)

“G)

“(4)

“©)

62

“When this section applies

This section applies when, for a person’s financial arrange-

ment, section EW 32(2C) or (2D) applies, and—

“(a) the financial arrangement is a foreign ASAP that relates
solely to property that is or will be depreciable property
or trading stock; and

“(b) the person has made, at the time of filing a return of
income for the income year in which they enter into the
financial arrangement or at the time of filing a return
of income for an earlier income year, a one-time-only
irrevocable election in writing to apply this section to
all financial arrangements for depreciable property or
trading stock; and

“(c) the person holds a non-IFRS designated FX hedge in
relation to the financial arrangement.

“Value: IFRS

For a financial arrangement described in subsection (1) the
value under section EW 32 of the relevant property or ser-
vices is modified by the amount attributed under IFRS rules
to that value on account of the relevant IFRS designated FX
hedge.

“Value: non-IFRS

For a financial arrangement described in subsection (2) the
value under section EW 32 of the relevant property is modi-
fied by the amount that would be the base price adjustment for
the relevant non-IFRS designated FX hedge in the absence of
this section.

“FX hedge amounts attributed to value: No double-counting,
no separate spreading or base price adjustment

When applying a spreading method to, or calculating a base
price adjustment for, amounts under an IFRS designated FX
hedge or a non-IFRS designated FX hedge, to the extent to
which an amount is attributed to the value of the property or
services under this section, that amount is excluded from the
spreading method or base price adjustment.
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“(6)

“Relationship with subject matter

Section EZ 70 (Consideration for property or services: IFRS
foreign ASAPs before 2014—15 income year) overrides this
section.

“Defined in this Act: depreciable property, financial arrangement, foreign
ASAP, IFRS, IFRS designated FX hedge, non-IFRS designated FX hedge,
revenue account property, spreading method

“EW 33C Consideration in foreign currency: some agreements

“(D)

“2)
“G)

2)

for sale and purchase

“When this section applies

This section applies when the consideration paid or payable
under a financial arrangement to which section EW 32(2C)
or (2D) applies is in a foreign currency.

“Spot rates

Spot rates are used to convert to New Zealand dollars for con-
sideration in a foreign currency.
If no spot rate is available for an amount under the financial
arrangement, because the amount is deferred into an income
year after a person’s current income year and that deferral is
for a day after the person is required to file a return of income
for the current income year, then the person may use for the
amount:
“(a) the spot rate at the end of the current income year; or
“(b) the spot rate at the time that the taxpayer files a return
of income for the current income year.

“Defined in this Act: amount, consideration, financial arrangement, income
. 29
year, New Zealand, person, return of income” .

Subsection (1) applies for a financial arrangement entered

into by a person—

(a) inthe 2014-15 income year and later income years, un-
less paragraph (b) applies:

(b)  in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 201213,
2013-14, or 2014—15 income year; and
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67
(1)
2)

68
(1)

2)

3)

69
(D)

)

64

(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

Section EW 35 amended (Value relevant for non-financial
arrangements rule)

In section EW 35(1), replace “property” with “property or ser-
vices”.

In section EW 35(2), replace “property” with “property or ser-
vices”.

Section EX 5 amended (Direct control interests)
Replace section EX 5(1)(c) with:
“(c) aright to—
“(1) receive any income of the company for the ac-
counting period in which the time falls; or
“(@1) have the income of the company for the account-
ing period in which the time falls dealt with in
their interest or on their behalf :”.
Replace section EX 5(1)(d) with:
“(d) aright to—
“@{) receive any of the value of the net assets of the
company, if they are distributed; or
“(@i1) have the net value of the assets, if they are dis-

tributed, dealt with in their interest or on their be-
half.”

Subsections (1) and (2) apply for the 2008—09 and later in-
come years.

Section EX 9 amended (Direct income interests)
Replace section EX 9(1)(c) with:
“(c) aright to—
“(i) receive any income of the company for the ac-
counting period in which the time falls; or
“(@i1) have the income of the company for the account-
ing period in which the time falls dealt with in
their interest or on their behalf :”.

Replace section EX 9(1)(d) with:
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3)

70
(D

2)
3)

4

“(d) aright to—
“(i) receive any of the value of the net assets of the
company, if they are distributed; or
“(@1) have the net value of the assets, if they are dis-
tributed, dealt with in their interest or on their be-
half.”
Subsections (1) and (2) apply for the 2008—09 and later in-
come years.

Section EX 20B amended (Attributable CFC amount)
In section EX 20B(1), replace the formula with:

gross + arrangement — apportioned funding income.

In section EX 20B(2), replace “subsections (3) and (4)” with
“subsections (3) to (4B)”.

In section EX 20B(4)(a)(i), replace “EW 8 (Election to treat
certain excepted financial arrangements as financial arrange-
ments)” with “EW 8 (Some short-term agreements for sale and
purchase acquired in business: election to treat as financial ar-
rangement)”.

After section EX 20B(4), insert:

“Apportioned funding income

“(4B) Apportioned funding income is,—

“(a) ifthe CFC is an entity carrying on a business of banking
or insurance or is directly or indirectly controlled by
such an entity, zero:

“(b) if paragraph (a) does not apply, the amount calculated
using the formula—

funding income x funding fraction X (1 — asset fraction).

“Definition of items in formula

“(4C) The items in the formula in subsection (4B)(b) are defined

in subsections (4D) to (4F).

“Funding income

“(4D) Funding income is the total of the amounts in the accounting

period that are included in the items gross and arrangement
and relate to a financial arrangement—
“(a) that provides funds for the CFC; and
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“(b) for which there is no reasonable expectation, when the
CFC enters the financial arrangement or when the terms
of the financial arrangement are changed, that the CFC
will have from the financial arrangement amounts that
would be income for the CFC exceeding in total the
amounts that would be deductions for the CFC, dur-
ing—

“(1) the period in which the CFC is party to the finan-
cial arrangement:

“(i1) aperiod predictable in advance during which the
CFC is a party to the financial arrangement.

“Funding fraction

“(4E) Funding fraction is the amount given by section EX 20C(6)

“(4F)

)

71
(1)
2)
3)
“(4)
(4)
)

72

66

for the CFC.

“Asset fraction

Asset fraction is the amount given by section EX 20C(8) for
the CFC.”

Subsections (1), (2), and (4) apply for income years begin-
ning on or after 1 July 2009.

Section EX 20C amended (Net attributable CFC income
or loss)
In section EX 20C(2), replace the formula with:

attributable CFC — apportioned funding costs — other deductions.

Repeal section EX 20C(3)(b).
Replace section EX 20C(4), other than the heading, with:

The items in the formula in subsection (3)(c) are defined in
subsections (6), (10), and (11).”

Repeal section EX 20C(5).

Subsections (1) to (4) apply for income years beginning on
or after 1 July 2009.

Section EX 21B amended (Non-attributing active CFCs)
In section EX 21B(4), after “if the person”, insert *, or a mem-
ber of a wholly-owned group to which the person belongs,”.
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(1)

2)
3)

74

(1)

2)
€)

4

)
(6)

Section EX 21D amended (Non-attributing active CFC:
default test)
Replace section EX 21D(1)(b) with:
“(b) in each of which an income interest of more than 50%
is held by—
“@1) the interest holder:
“(il) companies that are all members of a wholly-
owned group of companies that includes the
interest holder; and”.

In section EX 21D, list of defined terms, insert “wholly-owned
group of companies”.

Subsections (1) and (2) apply for income years beginning
on or after 1 July 2009.

Section EX 21E amended (Non-attributing active CFC:

test based on accounting standard)

Replace section EX 21E(2)(c) with:

“(c) an income interest of more than 50% is held in each
company by—

“(i) the interest holder:

“(il) companies that are all members of a wholly-
owned group of companies that includes the
interest holder; and”.

Repeal section EX 21E(3)(b).

In section EX 21E(4)(g)(i1), replace “standard.” with “stand-

ard; and”.

After section EX 21E(4)(g), insert:

“(h) anumerator that is a negative number is treated as being
zero.”

In section EX 21E(7)(f), before “income or loss”, insert “if

paragraph (fb) does not apply,”.

After section EX 21E(7)(f), insert:

“(fb) for a CFC for which income and losses from finan-
cial assets are not readily distinguishable by an interest
holder from income and losses from financial liabilities,
income or loss from a financial asset or financial liabil-
ity other than a derivative as defined in NZIAS 39 or a
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(7)
(8)
)

(10)

(11)

75

(1)
2)

68

share that is not revenue account property, in the form
of—
“(i) a change in the reported value of the asset or
liability:
“(i1) a gain or loss on the derecognition, as defined in
NZIAS 39, of the asset or liability:
“(ii1) a foreign exchange gain or loss on the asset or
liability:”.
In section EX 21E(9)(cb), replace “financial asset” with “fi-
nancial asset or financial liability”.

In section EX 21E(10)(c), before “a gain or loss”, insert “if
paragraph (cb) does not apply,”.
After section EX 21E(10)(¢c), insert:

“(cb) for a CFC for which income and losses from finan-
cial assets are not readily distinguishable by an interest
holder from income and losses from financial liabilities,
income or loss from a financial asset or financial liabil-
ity other than a derivative as defined in NZIAS 39 or a
share that is not revenue account property, in the form
of—

“(i) a change in the reported value of the asset or
liability:

“(i1) a gain or loss on the derecognition, as defined in
NZIAS 39, of the asset or liability:

“(ii1) a foreign exchange gain or loss on the asset or
liability:”.

In section EX 21E, list of defined terms, insert “financial as-

set”, “financial liability”, and “wholly-owned group of com-

panies”.

Subsections (1) to (10) apply for income years beginning

on or after 1 July 2009.

Section EX 22 amended (Non-attributing Australian
CFCs)
In section EX 22(1)(b)(ii), replace “units.” with “units; and”.

After section EX 22(1)(b), insert:
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3)

76

(1)

)

€)

77

78

(1)

2)

3)

“(c) the CFC is not a unit trust or is a unit trust subject under
Australian law to income tax on its income in the same
way as a company.”

Subsection (1) applies for the 2014—15 and later income

years.

Section EX 35 amended (Exemption for interest in FIF

resident in Australia)

After section EX 35(c¢), insert:

“(cb) the FIF is not a unit trust or is a unit trust subject under
Australian law to income tax on its income in the same
way as a company; and”.

In section EX 35(b)(iii), replace “governments of other terri-

tories” with “governments of other countries or territories”.

Subsection (1) applies for the 2014-15 and later income
years.

Section EX 46 amended (Limits on choice of calculation
methods)

In section EX 46(11), replace “fair dividend rate” with “fair
dividend rate method”.

Section EX 50 amended (Attributable FIF income
method)

In section EX 50(6), replace the words before the formula with
“If the FIF has an income interest in a foreign company for the
accounting period and, as a result, the person has an indirect in-
come interest (an indirect attributing interest) in the foreign
company that would be an attributing interest for the person if
held as a direct income interest, the person has additional FIF
income or loss calculated using the formula—".

In section EX 50(7)(b), replace the words before the subpara-
graphs with “FIF’s FIF income or loss is the FIF’s FIF in-
come or loss for the period from foreign companies in which
the person has an indirect attributing interest, calculated under
the rules in section EX 58(4) and (5) as if—".

Subsections (1) and (2) apply for the 2014—15 and later in-
come years.
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79  Section EX 51 amended (Comparative value method)
(1)  Replace section EX 51(6)(a) with—

“(a) all expenditure, if any, that—

“(1) the person incurs in acquiring or increasing the
interest:

“(i1) another person incurs on behalf of the person re-
ferred to in subparagraph (i) in relation to the
interest:”.

(2) Subsection (1) applies for the 2008-09 and later income
years.
80  Section EX 58 amended (Additional FIF income or loss if

CFC owns FIF)

(1)  After section EX 58(1)(a), insert:

“(ab) as aresult of an income interest of the CFC in a FIF, the
person has an indirect income interest (an indirect at-
tributing interest) in the FIF that would be an attribut-
ing interest for the person if held as a direct income in-
terest; and”.

(2)  Replace section EX 58(3)(b) with:

“(b) CFC’s FIF income or loss is the CFC’s FIF income
or loss for the period, calculated under subsections (4)
and (5), from FIFs in which the person has an indirect
attributing interest.”

(3)  Replace section EX 58(4)(b) and (c) with:

“(b) otherwise apply the calculation rules in section EX 44
to EX 61 to the CFC and the CFC’s attributing interest
in the FIF; and

“(c) apply the FIF loss ring-fencing rules in section DN 8
(Ring-fencing cap on deduction: attributable FIF in-
come method) to the CFC and the CFC'’s attributing in-
terest in the FIF.”

(4) In section EX 58, in the list of defined terms, insert “direct
income interest”.
(5) Subsections (1) to (3) apply for the 2014-15 and later in-
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(1)
)

)

82

Section EZ 32D amended (Value of asset fraction: CFC

with excessive debt funding and loan entered before 21

June 2012)

In section EZ 32D(2), replace “section EX 20C(3)(b)(ii)” with

“section EX 20B(4B)(b)” in each place where it occurs.

In section EZ 32D(3),—.

(a) in the heading, replace “section EX 20C” with “section
EX 20B:

(b) replace “section EX 20C(3)(b)(ii)” with “section
EX 20B(4B)(b)”.

Subsections (1) and (2) apply for income years beginning

on or after 1 July 2009.

New sections EZ 70 and EZ 71 inserted
Before Part F, insert:

“EZ 70 Consideration for property or services: IFRS foreign

“(D

“(2)

ASAPs before 2014-15 income year

“When this section applies

This section applies when a person uses IFRSs to prepare fi-

nancial statements and to report for financial arrangements,

and—

“(a) the person has a financial arrangement that is a foreign
ASAP (the financial arrangement) for which section
EW 32 (Consideration for agreement for sale and pur-
chase of property or services, hire purchase agreement,
specified option, or finance lease) applies to value the
relevant property or services; and

“(b) the person enters into the financial arrangement before
the end of the 2013—14 income year; and

“(c) for the financial arrangement, the person has filed re-
turns of income in accordance with this section for the
2013-14 income year and every earlier income year.

“Treatment

The person, applying sections 66 and 67 of the Taxation
(Annual Rates, Employee Allowances, and Remedial Matters)
Act2013 as if in force may treat 1 of the following paragraphs:
“(a) treat sections EW 32 and EW 33B (Foreign ASAPs:

designated FX hedges) as applying to the financial ar-
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“G)

rangement for the 2013—14 income year and every ear-
lier income year; or

“(b) treat section EW 32 as applying, but excluding sec-
tion EW 33B. The value of the relevant property or
services under IFRS rules is modified by excluding an
amount attributed under IFRS rules from the value on
account of FX hedges.

“Treatment: modification for spot rate revaluation

Despite subsection (2), a treatment under that subsection
may be modified to allow the addition and subtraction, from
the value of the property or services, of amounts arising from
spot rate revaluation of payments already made at the time the
property or services are recognised under IFRS rules.

“Defined in this Act: amount, financial arrangement, foreign ASAP, FX hedge,
IFRS, income year

“EZ71 Consideration for property or services: non-IFRS

“(D

“2)

72

foreign ASAPs before 201415 income year

“When this section applies

This section applies when a person does not use IFRSs to pre-

pare financial statements and to report for financial arrange-

ments, and—

“(a) the person has a financial arrangement that is a foreign
ASAP (the financial arrangement) for which section
EW 32 applies to value the relevant property or ser-
vices; and

“(b) the person enters into the financial arrangement before
the end of the 2013-14 income year; and

“(c) for the financial arrangement, the person has filed re-
turns of income in accordance with this section for the
2013-14 income year and every earlier income year.

“Treatment

The person, applying sections 65 and 66 of the Taxation
(Annual Rates, Employee Allowances, and Remedial Mat-
ters) Act 2013 as if in force, may treat sections EW 32 and
EW 33C (which relate to certain financial arrangements) as
applying to the financial arrangement for the 2013—14 income
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83

year and every earlier income year. Section EW 33B (For-
eign ASAPs: designated FX hedges) is excluded.

“Defined in this Act: amount, financial arrangement, foreign ASAP, FX hedge,
IFRS, income year’.

New section EZ 72 inserted (Substituting debentures
repeal: transitional rules)
After section EZ 71, insert:

“EZ 72 Substituting debentures repeal: transitional rules

“(1)

“2)

“G)

84

(1)
)

“When this section applies

This section applies when a person has, on the last day of the
2014-15 income year, a substituting debenture, and, on the
first day of the 2015-16 income year, has a financial arrange-
ment because of the application of section 84 of the Taxation
(Annual Rates, Employee Allowances, and Remedial Matters)
Act 2013.

“2014-15 income year

On the last day of the 2014—15 income year,—

“(a) the substituting debenture is treated as cancelled; and

“(b) an amount equal to the debenture’s outstanding princi-
pal is treated as paid, for the cancellation, by the deben-
ture’s issuer.

“2015-16 income year

On the first day of the 2015—-16 income year, the debenture’s
issuer is treated as entering into the financial arrangement on
the same terms and conditions as the debenture described in
subsection (2)(b), except that the amount of principal treated
as advanced to the issuer is an amount equal to the amount
described in subsection (2)(b).

“Defined in this Act: consideration, financial arrangement, financial arrange-
ments rules, income year, substituting debenture”’.

Section FA 2 amended (Recharacterisation of certain
debentures)

In section FA 2(1), delete “or a substituting debenture”.

In section FA 2(2), replace “either a profit-related debenture
or a substituting debenture is denied a deduction under sec-
tion DB 10 (Interest or expenditure connected to profit-related
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3)
4

)

85

86

(1)

2)
87
(1)
“(D)

74

or substituting” with “a profit-related debenture is denied a
deduction under section DB 10 (Interest or expenditure con-
nected to profit-related”.

Delete section FA 2(5) and (7).

In section FA 2, in the list of defined terms, delete “substituting
debenture”.

Subsections (1), (2), (3), and (4) apply for the 2015-16 and
later income years.

Section FB 15 amended (Specified livestock valued under
herd scheme)
In section FB 15, replace “EC 4C” with “EC 4C (which relate
to livestock)”.

Section FC 5 amended (Land transferred to close

relatives)

Replace section FC 5(3)(b) with:

“(b) all other expenditure incurred by the person, the de-
ceased person, or the administrator or executor of the
deceased person, as applicable, for which no deduction
has been allowed.”

Subsection (1) applies for the 2008—09 and later income
years.

Section FE 1 amended (What this subpart does)
Replace section FE 1(1) with:

“Interest adjustment

This subpart applies to adjust the effective level of interest de-

ductions for a New Zealand taxpayer by treating the taxpayer

as deriving income—

“(a) if'the taxpayer is not a foreign-owned bank and the level
of interest expenditure incurred in New Zealand by the
taxpayer’s New Zealand group (identified in sections
FE 3 or FE 25 to FE 30) is disproportionately high,
either by comparison with the total level of interest ex-
penditure incurred worldwide by the taxpayer’s world-
wide group (identified in sections FE 31 to FE 32) or, in
some situations, by comparison with the level of interest
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2)
3)

88
(D

expenditure incurred in New Zealand by the taxpayer

arising from debt funding provided by third parties, and

the taxpayer—

“(i) 1is controlled by a single non-resident:

“(i1) is controlled by a non-resident owning body:

“(ii1) is controlled by a group of entities, including
non-residents and entities controlled by non-resi-
dents, that act together:

“(iv) is aperson (an outbound entity) with an income
interest in a CFC or with an interest in a FIF that
satisfies the requirements of section EX 35 (Ex-
emption for interest in FIF resident in Australia)
or for which the person uses the attributable FIF
income method:

“(v) 1is a New Zealand entity who controls an out-
bound entity; and

“(b) if'the taxpayer is a foreign-owned bank and the level of
equity for the taxpayer’s New Zealand banking group

(identified in sections FE 33 to FE 37) is less than the

acceptable threshold level.”

In section FE 1, in the list of defined terms, insert ‘“non-resident

2% e

owning body”, “ownership interest”, and “trustee”.

Subsection (1) applies for the 2015-16 and later income
years.

Section FE 2 amended (When this subpart applies)

After section FE 2(1)(c), insert:

“(cb) a company that is resident in New Zealand if the com-
pany has members who make up a non-resident owning
body for the company—

“(i) holding total ownership interests in the company
of 50% or more, determined as if the members
in the non-resident owning body were associated
persons:

“(@i1) having control of the company by any other
means:

“(cc) acompany that is resident in New Zealand if 1 or more
entities, including 1 or more trustees, who each meet
the requirements of paragraphs (a) to (cb), (d), and
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(db) and who act together as a group (the controlling
body)—
“(i) hold total ownership interests in the company of
50% or more, determined as if the members of
the controlling body were a group of associated
persons:
“@ii) have control of the company by any other
means:”.
(2)  Replace section FE 2(1)(d) with:

)

“(d) the trustee of a trust if 50% or more of the value of
settlements made on the trust is from settlements made
by—

“(i) anon-resident or associated person:

“@i1) a person who is described in paragraphs (a) to
(cc) or would be described by this paragraph
or paragraph (db) if settlements made by the
trustee and powers of appointment or removal
held by the trustee were ignored:

“(ii1) a group of persons who act together as a group,
each of whom is described in paragraphs (a) to
(cc) or would be described by this paragraph
or paragraph (db) if settlements made by the
trustee and powers of appointment or removal
held by the trustee were ignored:

“(db) the trustee of a trust if a person described in paragraphs

(a) to (ec), or would be described by this paragraph or
paragraph (d) if settlements made by the trustee and
powers of appointment or removal held by the trustee
were ignored, has the power to appoint or remove a
trustee of the trust other than for the purpose of pro-
tecting a security interest:”.

After section FE 2(3), insert:

“Treatment of groups of trustees
“(3B) For the purposes of this subpart, the members of a group
of trustees in a controlling body referred to in subsection

15
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(1)(cc) are treated as being associated persons.”
(4)  Replace section FE 2(4), other than the heading, with:
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“(4)

)
(6)

89

(1)

2)

A resident of New Zealand and a relative who is a non-resident

are not associated persons—

“(a) inrelation to a company for the purposes of subsection
(1)(b)(ii), if the non-resident does not have a direct or
indirect ownership interest in the company:

“(b) in relation to a trust for the purposes of subsection
(1)(d)(i), if the non-resident has not made a settlement
on the trust.”

In section FE 2, in the list of defined terms, insert “non-resident

owning body” and “ownership interest”.

Subsections (1) to (4) apply for the 2015-16 and later in-

come years.

Section FE 3 amended (Interest apportionment for
individuals)

In section FE 3(1)(a), replace the words before subparagraph
(i) with “the New Zealand group of a natural person other than
a trustee is made up of the person and all associated persons
who—"".

Replace section FE 3(1)(b) and (¢) with:

“(b) the worldwide group of a natural person is made up of

the person and—

“(i) the person’s New Zealand group; and

“(i1) all non-residents who are associated with the per-
son or a member of the person’s New Zealand
group:

“(c) the amount of the total assets of a natural person is cal-
culated excluding the person’s private and domestic as-
sets:

“(d) the New Zealand group of a trustee is made up of the
trustee and all companies controlled by the trustee, other
than a company with a New Zealand parent not deter-
mined under section FE 26(4D):

“(e) the worldwide group of a trustee is made up of the
trustee’s New Zealand group:

“(f) the New Zealand group of the members of a controlling
body referred to in section FE 2(1)(cc) is made up of
the members of the controlling body and all companies
controlled by the members, other than a company with
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3)
(4)

90
(1)

78

a New Zealand parent not determined under section
FE 26(4D):

“(g) the worldwide group of the members of a group of
trustees in a controlling body is made up of the mem-
bers’ New Zealand group.”

In section FE 3, in the list of defined terms, insert “non-resi-

dent”.

Subsections (1) and (2) apply for the 2015-16 and later in-
come years.

Section FE 4 amended (Some definitions)

In section FE 4, insert, in appropriate alphabetical order:

“non-resident owning body, for a company, means a group

consisting of 2 or more non-resident members who each hold

ownership interests in the company such that,—

“(a) 1if the members of the group, or companies (the sub-
sidiaries) in which the members have ownership inter-
ests, are owed money by the company,—

“(1) the amount of the debt owed to each member
is approximately in the same proportion to the
member’s direct ownership interests, or owner-
ship interests, in the company:

“(i1) the total for each member of the amount of debt
owed to the member and the amounts calculated
for the member’s subsidiaries by multiplying the
debt owed to each subsidiary by the member’s
ownership interest in the subsidiary, is approxi-
mately in the same proportion to the member’s
direct ownership interests, or ownership inter-
ests, in the company:

“(b) the company is not a widely-held company and the com-
pany is funded under an arrangement between the mem-
bers of the group:

“(c) the members exercise their rights under the ownership
interests in the way recommended by a person:

“(d) a person acts on behalf of the members to exercise
the members’ rights under the ownership interests as a
group”.
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2)

3)

91

(1)
“(D

2)
3)

92

(1)

In section FE 4, in the list of defined terms, insert “control
interest”, “non-resident”, “non-resident owning body”, “own-
ership interest”, and “widely-held company”.

Subsection (1) applies for the 2015-16 and later income

years.

Section FE 13 amended (Financial arrangements entered
into with persons outside group)
Replace section FE 13(1), other than the heading, with:
This section applies when—
“(a) a person enters into a financial arrangement with an-
other person (person A); and
“(b) the person is a natural person, a member of a natural
person’s New Zealand group, an excess debt entity, or a
member of an entity’s New Zealand group or worldwide
group; and
“(c) inthe absence of this section, the financial arrangement
would be included in the calculation of the debt per-
centage of the natural person, excess debt entity, New
Zealand group, or worldwide group; and
“(d) the person—
“(1) provides funds to person A under the financial
arrangement:
“@i) 1is the trustee of a trust with no trust property
other than financial arrangements and has a New
Zealand group consisting of the person alone or
the person and other trustees who are members
of a controlling body.”

In section FE 13, in the list of defined terms, insert “trustee”.

Subsection (1) applies for the 2015-16 and later income
years.

Section FE 14 amended (Consolidation of debts and
assets)
After section FE 14(3), insert:

“When entity is part of more than 1 group

“(3B) Ifanentity (the common member) is, under sections FE 3 and

FE 26 to FE 29, a member or part of a member of different New
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Zealand groups, the debts and assets of the common member
are included under this subpart in the total group debt and total
group assets of not more than 1 New Zealand group and in no
worldwide group other than the worldwide group determined
using that New Zealand group.

“Determining New Zealand group for common member s
debts and assets

“(3C) For the purposes of subsection (3B), the debts and assets

of the common member referred to in subsection (3B) arc

included with the debts and assets of the other members of the

New Zealand group—

“(a) given by section FE 26, in the absence of section
FE 26(2)(bb) and (bc), (3)(d), (4D), and (6), for the
common member; or

“(b) if paragraph (a) does not specify 1 New Zealand
group, chosen by the excess debt entity to which the
interest apportionment rules are being applied for the
common member and the excess debt entity.

“Determining worldwide group for common member s debts
and assets

“(3D) For the purposes of subsection (3B), the debts and assets

2)

93
(1)

of the common member referred to in subsection (3B) are
included with the debts and assets of the other members of the
worldwide group given by sections FE 31 to FE 36B for the
common member and the common member’s New Zealand
group under subsection (3C).”

Subsection (1) applies for the 2015-16 and later income
years.

Section FE 16 amended (Total group assets)
After section FE 16(1), insert:

“Investments to which subsection (1B) applies

“(1BA) Subsection (1B) applies to an investment—

80

“(a) of a person (the relevant person) who is—

“@) the excess debt entity:

“(i1) another member of the New Zealand group; and
“(b) that is an investment—
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)

3)

“@{1) in a CFC in which the relevant person has an
income interest:

“(@i) 1in a FIF in which the relevant person has an in-
terest meeting the requirements of section EX 35
(Exemption for interest for FIF resident in Aus-
tralia) or for which the relevant person uses the
attributable FIF income method:

“(iii) of atrustee or natural person in a CFC through an
income interest in the CFC of an associated per-
son, if the associated person would be a member
of'the New Zealand group but for being an excess
debt outbound company or being included in the
New Zealand group of an excess debt outbound
company:

“(iv) of a trustee or natural person in a FIF, through
an income interest of an associated person that
meets the requirements of subparagraph (ii) for
the FIF and the associated person as a relevant
person, if the associated person would be a mem-
ber of the New Zealand group but for being an
excess debt outbound company or being included
in the New Zealand group of an excess debt out-
bound company.”

In section FE 16(1B), replace the words before paragraph (a)
with “The value of the total group assets calculated and mea-
sured under this section does not include the value of an in-
vestment described in subsection (1BA), except—"".

After section FE 16(1C), insert:

“Changes in value excluded if arising from transfers between
associated persons

“(1D) The value of the total group assets calculated and measured

under this section does not include a change in the value of
assets arising from a transfer of the assets between a member
of the group and an associated person.

“Exception: change equivalent to revaluation or arising from
transaction with non-associate

“(1E) The value of the total group assets may include a change re-

ferred to in subsection (1D) if—
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4

)

94
(D
“G)

“(a) the change would have been permitted under generally
accepted accounting practice in the absence of the trans-
fer:

“(b) the change arises for a company that, with other com-
panies, is restructured on being purchased by a member
of the group from a person other than an associated per-
son and includes a change in value for the company’s
assets in New Zealand that is a reasonable proportion
of the change in value of the company’s total assets.”

In section FE 16, in the list of defined terms, insert “associ-

29 ¢ 9% ¢¢

ated person”, “company”, “excess debt outbound company”,

9% ¢¢

“ownership interest”, “total group assets”, and “trustee”.

Subsections (1) to (3) apply for the 2015-16 and later in-
come years.

Section FE 18 amended (Measurement of debts and assets
of worldwide group)
Replace section FE 18(3) with:

“Measurement of amounts

Despite subsection (1), an excess debt entity must measure the

amount of total group debt by applying section FE 15 as if—

“(a) section FE 15(1)(a) excluded from the measurement a
financial arrangement meeting the requirements of sub-
section (3B); and

“(b) section FE 15(1)(a)(ii) required the financial arrange-
ment to give rise to an amount that would be allowed
as a deduction to the natural person or to the entity, or
another group member, if the entity or group member
were resident in New Zealand.

“Financial arrangements removed from measurement of
amounts

“(3B) A financial arrangement is removed from the measurement of

82

total group debt for an excess debt entity that is not an excess
debt outbound company if—
“(a) there is a person (the owner) who is not a member of
the group and—
“(i) has an ownership interest in a member of the

group:
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2)

3)

95
(1)
2)
3)
(4)

)
(6)

“(@i1) 1s a settlor of a trust having a trustee who is a

member of the group; and
“(b) the owner, or an associated person other than a member
of the group,—

“(i) 1is a party to the financial arrangement:

“(il) guarantees, or provides security for, the perform-
ance of obligations under the financial arrange-
ment:

“(ii1) provides, or undertakes to provide, funds for the
use of a person who agrees to provide funds under
the financial arrangement; and

“(c) for an owner having direct ownership interests in mem-
bers of the group that for each member do not exceed

10%, the financial arrangement is not traded on a recog-

nised exchange.”
In section FE 18, in the list of defined terms, insert “associated

bR 1Y

person”, “deduction”, “excess debt outbound company”, “fi-

2 ¢ 2 G

nancial arrangement”, “ownership interest”, “recognised ex-
29 ¢

change”, “settlor”, and “trustee”.

Subsection (1) applies for the 2015-16 and later income
years.

Section FE 25 amended (New Zealand group for excess
debt entity that is a company)

In section FE 25, heading, insert “or non-resident owning
body” after “company”.

In section FE 25(1), insert “or non-resident owning body” after
“company”’.

In section FE 25(2), heading, insert “or non-resident owning
body” after “company”.

In section FE 25(2), replace the first sentence with “Sections
FE 26 to FE 30 apply to an excess debt entity that is a company
or a non-resident owning body.”

In section FE 25, in the list of defined terms, insert “ownership
interest”.

Subsections (2) and (4) apply for the 2015-16 and later in-
come years.
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4

84

Section FE 26 amended (Identifying New Zealand parent)
After section FE 26(2)(b), insert:

“(bb) the entity is resident in New Zealand, and meets the
requirements of none of the other paragraphs, and has
a non-resident owning body that has a direct ownership
interest of 50% or more in the entity and does not have
a member (a tax-return member)—

“()
“(ii)

carrying on business in New Zealand through a
fixed establishment in New Zealand:

deriving income, other than non-resident passive
income, that has a source in New Zealand and for
which relief from New Zealand tax is unavailable
under all relevant double tax agreements; or

“(bc) the entity is a non-resident owning body; or”.
Replace section FE 26(3)(c) and (d) with:

“(0)
“(d)

if company A is a non-resident, a non-resident has a
direct ownership in company A; and
if company A is resident in New Zealand,—

“(1)

“(i)

a non-resident has a direct ownership interest in
company A and ownership interests of 50% or
more in the entity and company A; or

the requirements of subparagraph (i) are not
met and a group of non-residents is a non-resi-
dent owning body for the entity and for company
A, and has ownership interests of 50% or more in
the entity and company A, and no such non-resi-
dent owning body for the entity and for company
A has a tax-return member; and”.

In section FE 26(4)(c), replace “a non-resident” with “a non-
resident, or non-resident owning body,”.

After section FE 26(4B), insert:

“Non-resident owning body

“(4C) Ifsubsections (2) to (4B) do not apply and the entity is resident
in New Zealand and has a non-resident owning body, the non-
resident owning body is the entity’s New Zealand parent if the
non-resident owning body has—

a direct ownership interest of 50% or more in the entity;

“(a)

and
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“(b) a tax-return member.

“Controlling body

“(4D) If an excess debt entity meets the requirements of section

)
(6)
“(7

(7)
(8)

97

(1)

FE 2(1)(cc) and the New Zealand parent of the entity cannot
be determined in the absence of this subsection and subsection
(6), the New Zealand parent of the entity is the members of the
controlling body referred to in section FE 2(1)(cc).”

In section FE 26(6), replace “subsection (3), (4), or (4B)” with
“1 of subsections (3) to (4D)”.

Replace section FE 26(7) with:

“Determining ownership interests in subsections (3) to (4C)

In subsections (3) to (4C), ownership interests are determined

under sections FE 38 to FE 41, but for the purposes of identi-

fying a New Zealand parent,—

“(a) the ownership interests of an associated person are ig-
nored, except under paragraph (b):

“(b) agroup of trustees who act together as a group is treated
as if it were a group of trustees who were associated
persons.”

In section FE 26, in the list of defined terms, insert “income”,

“ownership interest”, and “non-resident owning body”.

Subsections (1) to (6) apply for the 2015-16 and later in-

come years.

New section FE 31D inserted (Worldwide group for entity
with New Zealand parent determined by non-resident
owning body)

After section FE 31C, insert:

“FE 31D Worldwide group for entity with New Zealand parent

determined by non-resident owning body

A worldwide group for an entity that would not have a New
Zealand parent under section FE 26(2) and (3) in the ab-
sence of section FE 26(2)(bb), (3)(d)(ii), and (4C), and for
a company in which such an entity has an ownership interest
of more than 50%, is made up of—

“(a) the entity; and

“(b) the entity’s New Zealand group.

“Defined in this Act: company, ownership interest’.
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(2) Subsection (1) applies for the 2015-16 and later income
years.
98 New defined term inserted in lists for some sections in
subpart FE
(1)  In the lists of defined terms in the sections referred to in sub-
section (2), insert “ownership interest”.
(2)  The sections for the purposes of subsection (1) are sections
FE 27, FE 28, FE 29, FE 30, FE 31, FE 31C, FE 32, FE 34,
FE 38, FE 39, FE 40, and FE 41.
99  Section FM 5 amended (Liability when company leaves
consolidated group)
(1) Insection FM 5(1), replace “In an income year in which a com-
pany leaves a consolidated group” with “If a company leaves
a consolidated group”.
(2) Subsection (1) applies for the 2008—-09 and later income
years.
100 Section GB 34 amended (ICA arrangements for carrying
amounts forward)
(1)  In section GB 34(1),—
(a)  in paragraph (b), replace “section OB 41 (ICA debit for
loss of shareholder continuity)” with “section OA 8(2),
(7), and (8) (Shareholder continuity requirements for
memorandum accounts)”:
(b)  in paragraph (c), replace “section OB 41” with “section
OA 8(2), (7), and (8)”.
(2) Subsection (1) applies for the 2008—09 and later income
years.
101 Section HA 31 amended (Revocation of directors’
elections)
(1)  Replace section HA 31(2), other than the heading, with:
“(2) The revocation of an election takes effect at the later of—

86

“(a) the start of the income year that the board nominates in
the notice of registration; or
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)

102

103

104

(1)
)

“(b) the start of the income year in which the notice of revo-
cation is received by the Commissioner.”

Subsection (1) applies for the 2008—09 and later income

years.

Section HC 27 amended (Who is a settlor?)
In section HC 27(3B)(b), replace “section CE 1(d)” with “sec-
tion CE 1(1)(d)”.

Section HC 30 amended (Treatment of foreign trusts
when settlor becomes resident)

In section HC 30(4)(a), replace “date of the election” with
“election expiry date”.

Section HC 31 amended (When existing trusts come into
tax base)

Repeal HC 31(1)(b).

After section HC 31(1), insert:

“When this section does not apply

“(1B) This section does not apply if the relevant change in circum-

105
(1)
2)

106

107

stances is a charitable trust losing its charitable status. Instead,
see sections HR 11 and HR 12 (which relate to ceased char-
ities).”

Section HD 14 amended (Companies issuing debentures)
In section HD 14(2)(a), delete “or substituting debenture”.
Subsection (1) applies for the 2015-16 and later income
years.

Section HM 1 amended (Outline of subpart and
relationship with other Parts)

In section HM 1(2)(i), replace “DB 54 (Treatment of credits
for investment fees)” with “DB 54 (No deductions for fees
relating to interests in multi-rate PIEs)”.

New heading and section HR 11 inserted
After section HR 10, insert:
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“Ceased charities: cessation of tax-exempt
status

“HR 11 Ceased charities: initial tax base

“(h

“2

“G)

“(4)

“©)

88

“When this section applies

This section applies on and after the day that a person ceases to
meet the requirements to derive exempt income under section
CW 41 or CW 42 (which relate to charities’ income) (the date
of cessation).

“Establishing cost of property

For the purposes of this Act, for the person, the cost of
premises, plant, equipment, and trading stock is the value that
would be used at the date of cessation under this Act if section
CW 41 or CW 42 never applied.

“Consideration for financial arrangements

For the purposes of this Act, the consideration for a financial
arrangement of the person is the value calculated using the
following formula:

consideration paid to person + expenditure —
consideration paid by person — income.

“Definition of items in formula

In the formula,—

“(a) consideration paid to person is the consideration that
is paid to the person before the date of cessation:

“(b) expenditure is the expenditure that would have been
incurred under the financial arrangements rules before
the date of cessation:

“(c) consideration paid by person is the consideration that
is paid by the person before the date of cessation:

“(d) income is the income that would have been derived
under the financial arrangements rules before the date
of cessation.

“Prepayments

For the purposes of this Act, the person is treated as having the
unexpired portion of expenditure under section EA 3 (Prepay-
ments) and the unpaid amount under section EA 4 (Deferred
payment of employment income) that the person would have
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(1)

had if section CW 41 or CW 42 never applied. The unexpired
portion is available for deduction under sections DB 50 and
DB 51 (which relate to deductions) in the income year that
contains the date of cessation.

“Defined in this Act: charitable purposes, consideration, financial arrangement,
financial arrangements rules, income, tax charity, trading stock”.

New section HR 12 inserted (Ceased charities: taxation of
tax-exempt accumulation)
After section HR 11, insert:

“HR 12 Ceased charities: taxation of tax-exempt accumulation

“(D)

“2)

“G)

)

“When this section applies

This section applies on and after the day (the end date) that a
person is removed from the register of charitable entities under
the Charities Act 2005.

“Taxation of tax-exempt accumulation

The person has an amount of income, derived on the day that

is a year after the end date, equal to the greater of zero or the

value of net assets that the person held on the end date, but

ignoring:

“(a) assets distributed for charitable purposes in the year
after the end date; and

“(b) assets, other than money, gifted or left to the person
when the person was deriving exempt income under
section CW 41 or CW 42.

“Meaning of net assets

In this section, net assets means the assets of the person held

on the end date, less the liabilities of the person on the end

date.

“Defined in this Act: exempt income, income, net assets’”.

Subsection (1) applies—

(a) on and after 1 April 2015, unless paragraph (b) ap-
plies:

(b) on and after 14 April 2014, if the person is removed
from the register of charitable entities before 1 April
2015 because section 32(1)(f) of the Charities Act 2005
applies.
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110

(1)

)

€)
4

111
(1)

2)
112
(1)
2)

113

90

Section IW 1 amended (Shortfall penalties)

In section IW 1(3), replace “the penalty imposed on the com-
pany” with “the penalty imposed on the company or on another
company in the group”.

Section LD 3 amended (Meaning of charitable or other

public benefit gift)

After section LD 3(2)(a), insert:

“(ab) an entity registered on the register of charitable entities
under the Charities Act 2005:”.

After section LD 3(2)(ab), insert:

“(ac) a community housing entity, if the gift is made in a tax
year that the entity derives exempt income under sec-
tion CW 42B (Community housing trusts and compan-
ies):”.

In section LD 3, in the list of defined terms, insert “community

housing entity”.

Subsection (1) applies for a person for the first income year

and subsequent income years for which they file a return of in-

come on the basis that subsection (1) applies for the relevant
income year.

Section LJ 3 amended (Meaning of foreign income tax)

In section LJ 3, replace “foreign country” with “foreign coun-
try or territory”.

Subsection (1) applies for the 2008—09 and later income
years.

Section L.J 5 amended (Calculation of New Zealand tax)
In section LJ 5(3)(c), replace “section BD 4(1) to (3)” with
“section BC 4(1) to (3)”.

Subsection (1) applies for the 2008—09 and later income
years.

Subpart LLZ amended (Terminating provisions)

In subpart LZ, delete the cross-headings “Underlying foreign
tax credits” and “Credits for certain non-resident investment
companies”.
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115

116

(1)

)
)
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Section MB 1 amended (Adjustments for calculation of
family scheme income)

In section MB 1(5C), replace “depreciation loss of a business
that under section MB 4” with “depreciation loss of a business
or investment activity that under section MB 3.

Section MB 7B amended (Family scheme income
from employment benefits: employees not controlling
shareholders)

In section MB 7B(2),—

(a) replace “a fringe benefit” with “a benefit”; and

(b)  replace “such fringe benefits” with* such benefits”.

Section MB 13 amended (Family scheme income from
other payments)
After section MB 13(2)(b), insert:

“(bb) a repayment of a loan or of a mistaken or misdirected
payment:

“(bc) a refund of a payment, including a refund of overpaid
tax, student loan payments, or child support payments:

“(bd) a payment, other than a payment by a trustee, from the
person’s ownership of an investment activity or busi-
ness, and the payment—
“@) 1isreceived on capital account; and
“(i1) 1is not a loan:

“(be) a payment from a deceased’s estate:

“(bf) money won from gambling or from a New Zealand
lottery, as those terms are used in the Gambling Act
2003:”.

In section MB 13, in the list of defined terms, insert “trustee”.

Subsection (1) applies for the 2015-16 and later income
years.

Section RD 5 amended (Salary or wages)
In section RD 5(8), replace “section CE 1(1B) (Amounts
derived in connection with employment)” with “section
CE 1(1)(bb) or CE 1B (which relate to accommodation
provided in connection with employment)”.
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118 Section RD 6 amended (Certain benefits and payments)
In section RD 6(1)(a), replace “an accommodation benefit
treated as income under section CE 1(1B) (Amounts derived
in connection with employment” with “a benefit treated as
income under section CE 1(1)(bb) or CE 1B (which relateto 5
accommodation provided in connection with employment)”.

119 Section RE 2 amended (Resident passive income)
(1) Insection RE 2(3)(h), replace “1994.” with “1994:”, and after
section RE 2(3)(h), insert:

“(i) interest arising because section EI 2 (Interest from in- 10
flation-indexed instruments) applies to an inflation-in-
dexed instrument.”

(2) In section RE 2, in the list of defined terms, insert “inflation-
indexed instrument”.

120 Section RE 14 amended (Non-cash dividends other than 15
certain share issues)
(1)  Replace the formula in section RE 14(2) with:

tax rate X dividend paid

- tax paid or credit attached.
(1 — tax rate)

(2) Subsection (1) applies for the 2008-09 and later income
years.

121 New section RE 18B (Capital value increase under 20
inflation-indexed instruments: RWT cap)
After section RE 18, insert:

“RE 18B Capital value increase under inflation-indexed
instruments: RWT cap
“(1) Foran interest payment under an inflation-indexed instrument, 25
the payer is obliged, in addition to withholding under section
RE 12, to withhold and pay to the Commissioner the lesser of
the following amounts of tax:
“(a) the net amount of the interest payment (the current
coupon payment) remaining after the withholding of 30
RWT under section RE 12:
“(b) the amount given by the formula in subsection (2).
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“2)

“G)

“(4)

“©)

“Formula for subsection (1)(b)
The formula for the purposes of subsection (1)(b) is:

CV increase X tax rate.

“Definition of items in formula in subsection (2)

In the formula in subsection (2),—

“(a) CV increase is the amount calculated under the formula 5
in subsection (4), if it is positive:

“(b) tax rate is the basic rate set out in schedule 1, part D,
clause 3 or 4 (Basic tax rates: income tax, ESCT, RSCT,
RWT, and attributed fringe benefits).

“Formula for subsection (3)(a) 10
The formula for the purposes of subsection (3)(a) is:

CV current coupon payment — CV previous coupon

payment.

“Definition of items in formula in subsection (4)

In the formula in subsection (4),—

“(a) CV current coupon payment is an amount that is or
will be payable for the money lent under the instrument, 15
to the extent to which the amount has accrued at the
time of the current coupon payment and the amount is
determined by a fixed relationship to 1 or more indices
of general price inflation in New Zealand:

“(b) CV previous coupon payment is— 20

()

“(i)

an amount that is or will be payable for the money

lent under the instrument, to the extent to which

the amount has accrued at the time of the interest
payment before the current coupon payment and

the amount is determined by a fixed relationship 25
to 1 or more indices of general price inflation in
New Zealand; or

the face value of the instrument, if there has been

no interest payment before the current coupon
payment. 30

“Defined in this Act: amount, inflation-indexed instrument, interest, money

lent, pay”’.
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122
(1)

Section RF 2 amended (Non-resident passive income)
After section RF 2(1), insert:

“Inclusion.: Capital value increase under inflation-indexed
instruments

“(1B) Non-resident passive income includes an amount, arising at

2)

)

123

(1)
)

€)

94

the time of a relevant coupon payment (the current coupon
payment) equal to the amount given by the formula in sec-
tion RE 18B(4) (Capital value increase under inflation-in-
dexed instruments: RWT cap) in relation to the current coupon
payment, if that current coupon payment is—

“(a) non-resident passive income under subsection (1); and
“(b) in relation to an inflation-indexed instrument.”

After section RF 2(2)(a), insert:

“(b) interest arising because section EI 2 (Interest from in-
flation-indexed instruments) applies to an inflation-in-
dexed instrument:”.

In section RF 2, in the list of defined terms, insert “inflation-
indexed instrument”.

Section YA 1 amended (Definitions)
This section amends section YA 1.

Insert, in appropriate alphabetical order:

“12 month ASAP means an agreement for the sale and pur-

chase of property or services for which:

“(a) an amount paid or payable for property or services is
pre-paid (the prepayment) by reference to the rights
date, and the prepayment—

“(i) 1is paid 12 months or more before the rights date;
and

“(i1) 1is not a payment for progress made on either
making or constructing property, or providing
services:

“(b) an amount paid or payable for property or services is
delayed (the deferment) and the deferment is paid 12
months or more after the rights date”.

Replace the definition of accommodation with:

“accommodation, in sections CE 1B, CW 16B to CW 16F,
CW 17CB, CW 25B, CX 28, CZ 29, and CZ 30 (which relate
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4)

)

(6)

(7)

(8)

to accommodation provided in connection with employment)

includes the use of a house or living premises, or the use of

part of a house or living premises, whether permanent or tem-
porary”.

Insert, in appropriate alphabetical order:

“Canterbury earthquakes is defined in section CZ 29(5)

(Accommodation expenditure: Canterbury earthquake relief)

for the purposes of that section”.

In the definition of capital contribution, in paragraph (a)(iii),

replace “CC 1B” with “CC 1B (Consideration relating to grant,

renewal, extension, or transfer of leasehold estate or licence)”.
In the definition of charitable organisation, after paragraph
(a), insert:
“(ab) includes a person who has been removed from the regis-
ter of charitable entities (the register) under the Char-
ities Act 2005, but only for the period starting on the
day the person is registered on the register and ending
on the earlier of the last day of the following periods:
“(i) the quarter, or income year if section RD 60
(Close company option) applies, in which the
person fails to act in accordance with the rele-
vant constitutional documents or other informa-
tion supplied to the Commissioner or the Char-
ities Commission or Board at the time of apply-
ing for charitable status:

“(i1) the quarter, or income year if section RD 60 ap-
plies, in which the day of final decision falls;
and”.

Insert, in appropriate alphabetical order:

“community housing entity is defined in section CW 42B

(Community housing trusts and companies)”.

Insert, in appropriate alphabetical order:

“day of final decision means the later of—

“(a) the day the relevant person is removed from the register
of charitable entities under the Charities Act 2005:

“(b) the day on which all reasonably contemplated adminis-
trative appeals and Court proceedings, including appeal
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©)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

96

rights, are finalised or exhausted in relation to the per-
son’s charitable status”.

Insert, in appropriate alphabetical order:

“distant workplace is defined in section CW 16B(4) (Ac-
commodation expenditure: out-of-town secondments and pro-
jects) for the purposes of that section, the definition of distant
workplace, and sections CW 16C, CW 16E, CW 16F, CW
17CB, and CZ 29 (which relate to time limits for accommo-
dation expenditure and the application of the rules to new em-
ployees)”.

In the definition of distinctive work clothing, replace “that
section” with “that section and section CW 17CC (Payment
for distinctive work clothing)”.

113

In the definition of employee, in paragraph (b), replace “,

CW 17B, CW 17C, and CW 18” with “and CW 17B to

CW 18B”.

In the definition of employer, after paragraph (d), insert:

“(db) is defined in section CW 16B(4) (Accommodation ex-
penditure: out-of-town secondments and projects) for
the purposes of that section and sections CW 16C to
CW 16F, CZ 29, and CZ 30 (which relate to accom-
modation expenditure):”.

In the definition of excluded fixed rate security, delete “sub-

stituting debenture or”.

Insert, in appropriate alphabetical order:

“financial liability has the same meaning as in NZIAS 32”.

Insert, in appropriate alphabetical order:

“foreign account information-sharing agreement means a

double tax agreement that facilitates the exchange of informa-

tion named Agreement between the Government of the United

States of America and the Government of New Zealand to

Improve International Tax Compliance and to Implement

FATCA”.

Insert, in appropriate alphabetical order:

“foreign ASAP means a financial arrangement that is an

agreement for the sale and purchase of property or services

and the consideration is in a foreign currency”.
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(17)

(18)

(19)

(20)

1)

(22)

(23)

24)

Insert, in appropriate alphabetical order:

“FX hedge means a financial arrangement that is a hedge of
foreign exchange risk”.

Insert, in appropriate alphabetical order:

“greater Christchurch is defined in section CZ 29(5) (Ac-
commodation expenditure: Canterbury earthquake relief) for
the purposes of that section”.

In the definition of hire purchase agreement, replace para-
graph (a)(i) with:

“(1) an agreement under which goods are let or hired
with an option to purchase, however the agree-
ment describes the payments:”.

In the definition of hire purchase agreement, in paragraph
(d), replace “(a) or (b)” with “(a)(i) or (a)(ii)”.

Insert, in appropriate alphabetical order:

“IFRS designated FX hedge means a FX hedge that is des-
ignated, under IFRS rules, as a hedge for a foreign ASAP for
which section EW 32(2B) (Consideration for agreement for
sale and purchase (ASAP) of property or services, hire pur-
chase agreement, specified option, or finance lease) applies”.

Insert, in appropriate alphabetical order:

“inflation-indexed instrument means an instrument under
which a person lends money and an amount payable for the
money lent is determined by a fixed relationship to 1 or more
indices of general price inflation in New Zealand”.

In the definition of land provisions, after paragraph (b), insert:

“(bba) section CC 1B (Consideration relating to grant, re-
newal, extension, or transfer of leasehold estate or li-
cence):

“(bbab) section EE 67 (Other definitions):”.

In the definition of lease, in paragraph (d), replace subpara-

graph (v) with:

“(v) includes an arrangement for the leasing of a per-
sonal property lease asset to the lessee or an as-
sociated person under 2 or more consecutive or
successive leases, treated for this purpose as 1
lease, if the entitlement of the lessee or associated
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(25)

(26)

27)

(28)

(29)

98

person to each consecutive or successive lease
is, when the lessee enters the arrangement, es-
sentially unconditional or conditional on the pay-
ment of predetermined fees; and”.

In the definition of lease, replace paragraph (f) with:

“(f) 1in the financial arrangements rules, means—

“@{) alease as described in paragraph (d):

“(i1) an arrangement relating to property that is land,
livestock, or bloodstock and that would be a lease
as described in paragraph (d) if the property were
a personal property lease asset:

“(ii1) an occupation right agreement as defined in the
Retirement Villages Act 2003

Insert, in appropriate alphabetical order:

“minister of religion is defined in section CW 25B(6) (Ac-
commodation provided to ministers of religion) for the pur-
poses of that section”.

In the definition of net asset balance, replace “DG 11(7)” with
“DG 11(7) (Interest expenditure: close companies)”.

Insert, in appropriate alphabetical order:

“net assets is defined in section HR 12 (Ceased charities:
taxation of tax-exempt accumulation) for the purposes of that
section.”

Insert, in appropriate alphabetical order:

“non-IFRS designated FX hedge means a forward contract

for the sale or purchase of foreign currency—

“(a) for which a person uses Determination G14B: forward
contracts for foreign exchange and commodities: and
expected value approach under the financial arrange-
ments rules; and

“(b) entered into by the person after the start of the first
income year for which an election described in sec-
tion EW 33B(2)(b) (Foreign ASAPs: designated FX
hedges) applies; and

“(c) entered into by the person for the sole purpose of hedg-
ing the foreign exchange risk of a foreign ASAP for
which section EW 32(2C) or (2D) applies, and the
person enters into the foreign ASAP after the start of
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(30)

G

(32)

(33)

(34)

(35)

the first income year for which an election described in
section EW 33B(2)(b) applies”.

Insert, in appropriate alphabetical order:

“non-resident owning body is defined in section FE 4 (Some
definitions).”

Insert, in appropriate alphabetical order:

“out-of-town secondment is defined in section CW 16B(4)

(Accommodation expenditure: out-of-town secondments

and projects) for the purposes of that section and sections

CW 16C, CW 16E, and CZ 29 (which relate to time limits

for accommodation expenditure and the application of the

rules to new employees)”.

Replace the definition of ownership interest with:

“ownership interest, in a company,—

“(a) means—

“(i) a voting interest in the company determined by
applying section YC 4(2) (Look-through rule for
corporate shareholders):

“(i1l) a market value interest in the company deter-
mined by applying section YC 4(5):

“(b) for the purposes of subpart FE (Interest apportionment
on thin capitalisation), is measured under sections FE 38
to FE 41 (which provide for the measurement of own-
ership interests in companies)”.

Insert, in appropriate alphabetical order:

“period of continuous work is defined in section

CW 16B(4) (Accommodation expenditure: out-of-town sec-

ondments and projects) for the purposes of that section and

sections CW 16C, CW 16D, and CZ 29 (which relate to
certain employment and accommodation expenditure)”.

Insert, in appropriate alphabetical order:

“project of limited duration is defined in section

CW 16B(4) (Accommodation expenditure: out-of-town

secondments and projects) for the purposes of that section

and sections CW 16C and CZ 29 (which relate to certain
accommodation expenditure and the time limits applying to
that expenditure)”.

Insert, in appropriate alphabetical order:
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(36)

(37)

(38)

(39)

(40)
(41)

(42)

100

“real property includes a permit as defined in the Crown Min-
erals Act 1991

Insert, in appropriate alphabetical order:

“rebuilding is defined in section CZ 29(5) (Accommodation
expenditure: Canterbury earthquake relief) for the purposes of
that section”.

Replace the definition of recognised seasonal employment
scheme with:

“recognised seasonal employment scheme means the recog-
nised seasonal employer scheme described in immigration in-
structions certified under section 22(1) of the Immigration Act
2009”.

Insert, in appropriate alphabetical order:

“recovery is defined in section CZ 29(5) (Accommodation
expenditure: Canterbury earthquake relief) for the purposes of
that section”.

Insert, in appropriate alphabetical order:

“rights date means, for an agreement for the sale and purchase
of property or services, the date on which the first right in the
property is transferred or the services are provided”.

Delete the definition of substituting debenture.
Insert, in appropriate alphabetical order:

“workplace is defined in section CW 16B(4) (Accommoda-
tion expenditure: out-of-town secondments and projects) for
the purposes of that section and sections CW 16C to CW 16F,

CW 17CB, and CZ 29 (which relate to certain accommoda-

tion and employment expenditure)”.

Subsection (19) applies for the 2008—09 and later income

years. However, subsection (19) does not apply to a person

in relation to a tax position taken by them—

(a)  inthe period from 1 April 2008 to the date of introduc-
tion of the Taxation (Annual Rates, Employee Allow-
ances, and Remedial Matters) Bill; and

(b) relating to the application of the Goods and Services Tax
Act 1985 to hire purchase agreements; and

(c) relying on the provisions of the definition of hire pur-
chase agreement as it was before the amendment made
by subsection (19).
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(43)

(44)

(45)

(46)

(47)

124
(1)

Subsections (2), (21), (29), and (39) apply for a financial

arrangement entered into by a person—

(a) inthe 2014—15 income year and later income years, un-
less paragraph (b) applies:

(b) in an income year (the first income year) and later in-
come years, if the person files a return of income for the
first income year on the basis that this section applies to
a financial arrangement entered into in the first income
year, and—

(i)  the first income year is the 2011-12, 2012-13,
2013-14, or 2014—15 income year; and

(i)  the person uses IFRSs to prepare financial state-
ments or to report for financial arrangements for
the first income year.

Subsections (6) and (8) apply for a person for the first in-

come year and subsequent income years for which they file a

return of income on the basis that these subsections apply for

the relevant income year.

Subsection (25) applies, for a person and an occupation right

agreement, to an occupation right agreement entered by the

person on or after 1 April 2015.

Subsections (3), (10), (13), (30), (32), and (40) apply for

the 2015-16 and later income years.

Subsections (4), (18), (36), and (38) apply for a person’s

income year that includes 4 September 2010 and for all later

income years.

Schedule 14 amended (Depreciable intangible property)
Replace schedule 14, item 10, with:

101

10

15

20

25



Taxation (Annual Rates, Employee

Part 2 cl 125 Allowances, and Remedial Matters) Bill

10

)

125

(1)

)

126

(1)

)

127

102

a consent granted under the Resource Management Act 1991
to do something that otherwise would contravene sections 12
to 15B of that Act (other than a consent for a reclamation),
being a consent granted in or after—

(a) the 199697 tax year, if the consent relates to sections 12
to 15 of that Act; or

(b) the 2014—15 income year, if the consent relates to sections
15A and 15B of that Act.

Subsection (1) applies for the 2014-15 and later income
years.

Schedule 20 amended (Expenditure on farming,
horticultural, aquacultural, and forestry improvements)
In schedule 20, parts A to G, column 3,—

(a) replace “6” with “5” in each place where it appears:
(b) replace “12” with “10” in each place where it appears:
(c) replace “24” with “20” in each place where it appears.

Subsection (1) applies for an improvement made on or after
the first day of the 2013—-14 income year.

Schedule 32 amended (Recipients of charitable or other
public benefit gifts)

In schedule 32, insert, in appropriate alphabetical order, “Ev-
eryhome Global Concern Incorporated” and “Namibian Char-
itable Trust”.

Subsection (1) applies for the 2015-16 and later income
years.

Part 3
Amendments to other enactments

Tax Administration Act 1994

Tax Administration Act 1994 amended
Sections 128 to 159 amend the Tax Administration Act
1994.
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128
(D

2)

3)

4)

)

129

Section 3 amended (Interpretation)

In section 3(1), replace the definition of competent authority

with:

“competent authority—

“(a) has the meaning provided in a double tax agreement or
in a tax recovery agreement; and

“(b) includes the Commissioner”.

In section 3(1), insert, in appropriate alphabetical order:

“foreign account information-sharing agreement has the
same meaning as in section YA 1 of the Income Tax Act 2007”.

In section 3(1), insert, in appropriate alphabetical order:

“inflation-indexed instrument has the same meaning as in

section YA 1 of the Income Tax Act 2007”.

In section 3(1), insert, in appropriate alphabetical order:

“relief company means, in relation to a taxpayer, a company

in which—

“(a) the taxpayer owns 50% or more of the shares:

“(b) the taxpayer and 1 other person jointly own 50% or
more of the shares:

“(c) the taxpayer is a shareholder-employee, and the com-
pany satisfies paragraphs (a) and (c) of the definition of
close company in section YA 1 of the Income Tax Act
20077,

In section 3(1), replace the definition of tax return with:

“tax return

“(a) means a form or document that a taxpayer is required
to complete and return to the Commissioner, whether
in electronic or written form and whether provided in
relation to a period or not; and

“(b) includes a tax form issued by another taxpayer that the
taxpayer provides to the Commissioner; but

“(c) does not include the prescribed form or electronic for-
mat under section 185K”.

Section 22 amended (Keeping of business and other
records)
After section 22(2)(Ib), insert:

“(Ic) the person’s compliance with Part 11B; and”.
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130

131

132

133

134

104

Section 25 amended (RWT withholding certificates)

In section 25(6)(d)(iii), replace “rate.” with “rate; and”, and

after section 25(6)(d), insert:

“(e) 1if, for an inflation-indexed instrument, the recipient de-
rives an interest payment for which RWT is capped by
the application of section RE 18B(1)(a) of the Income
Tax Act 2007,—

“(i) a statement to that effect; and
“(i1) a statement that the recipient may be required to
file a return of income.”

Section 33A amended (Annual returns of income not

required)

After section 33A(2)(h), insert:

“@) for an inflation-indexed instrument, derives an interest
payment for which RWT is capped by the application of
section RE 18B(1)(a) of the Income Tax Act 2007.”

Section 33AA amended (Exceptions to requirement for
return of income)
After section 33AA(1)(1), insert:

“(Ib) for an inflation-indexed instrument, derives no interest
payment for which RWT is capped by the application
of section RE 18B(1)(a) of the Income Tax Act 2007;
and”.

Section 51 amended (RWT withholding reconciliation
statements)
After section 51(2)(f), insert:

“(g) fif, for an inflation-indexed instrument, the recipient de-
rives an interest payment for which RWT is capped by
the application of section RE 18B(1)(a) of the Income
Tax Act 2007, a statement to that effect; and”.

New heading and section 91AAT inserted
After section 91AAS, insert:
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“Determinations relating to certain employment
expenditure

“91AAT Determinations relating to certain employment
expenditure

“(1) The Commissioner may determine the extent to which, on
average, an amount that an employer pays in connection with
an employee’s employment or service as described in section
CW 17(2C) and (3) of the Income Tax Act 2007 is exempt in-
come of a member of the relevant group or class of employees
to which the employee belongs.

“(2) For the purposes of subsection (1), the Commissioner may
set a percentage that represents the extent to which the pay-
ment for a particular type of expense is taxable, and may do so
by making a reasonable estimate of the amount that is taxable.
This subsection does not apply to expenditure incurred under
sections CW 16B to CW 16F, CW 17B,CW 17C, CW17CB,
CW 17CC, and CW 18 of that Act.

“(3) The determination may set out the income year or income
years for which it is to apply, but may not apply for income
years before the 2014—15 income year.

“(4) A determination made under this section is not binding on the
employer or the employee.

“(5) Inmaking the determination, the Commissioner must have re-
gard to the size of the group or class of employees and the
generality of the issue.

“(6) The determination may provide for the extension, limitation,
variation, cancellation, or revocation of an earlier determin-
ation. The Commissioner must give at least 30 days notice of
the implementation date of any change to the determination.

“(7) Within 30 days of issuing or changing a determination under
this section, the Commissioner must publish a notice in a pub-
lication chosen by the Commissioner that—

“(a) gives notice that the determination has been issued or
changed, as applicable; and

“(b) states where copies of the determination can be ob-
tained.”
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135

136

(1)
2)

137

138

139

140

141

142
(1)

106

Section 93 amended (Assessment of FBT)
In section 93(2)(b), replace “sections 109, 111, and 113 with
“sections 111 and 113”.

Section 94 amended (Assessment of qualifying company
election tax and additional tax)

In section 94(2)(b), replace “sections 109, 111, and 113” with
“sections 111 and 113”.

In section 94(2)(c), replace “income tax” with “amount as-
sessed”.

Section 95 amended (Assessment of withdrawal tax)
In section 95(2)(b), replace “sections 109, 111, and 113” with
“sections 111 and 113”.

Section 97 amended (Assessment of imputation penalty
tax)

In section 97(3)(a), replace “those sections” with “sections 111
and 113”.

Section 97B amended (Assessment of Maori authority
distribution penalty tax)

In section 97B(3)(a), replace “those sections” with “sections
111 and 113”.

Section 98 amended (Assessment of ESCT)
In section 98(2)(a), replace “those sections” with “sections 111
and 113”.

Section 98B amended (Assessment of retirement scheme
contribution withholding tax)

In section 98B(3)(a), replace “those sections” with “sections
111 and 113”.

Section 99 amended (Assessment of RWT)
In section 99(2)(a), replace “income tax for any year” with
“amount assessed”.
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145

146
(D

)
“(10)

3)

147
(D

)

In section 99(2)(b), replace “sections 109, 111, and 113” with
“sections 111 and 113”.

Section 100 amended (Assessment of NRWT)
In section 100(3)(b), replace “sections 109, 111, and 113” with
“sections 111 and 113”.

Section 101 amended (Assessment of further income tax)
In section 101(2)(a), replace “those sections” with “sections
111 and 113”.

Section 101B amended (Assessment of imputation
additional tax)

In section 101B(2)(a), replace “those sections” with “sections
111 and 113”.

Section 141B amended (Unacceptable tax position)
In section 141B(2), replace “income tax” with “core income

2

tax™.
After section 141B(9), insert:

In this section core income tax means income tax as defined
in section YA 1 of the Income Tax Act 2007, but ignoring the
effect of section RA 2 of that Act.”

Subsections (1) and (2) apply for tax positions taken on or
after 1 April 2008.

Section 141EB amended (Promoter penalties)

In section 141EB(3),—

(a) replace “shareholders of a loss-attributing qualifying
company” with “owners of an effective look-through in-
terest for a look-through company (the LTC)”; and

(b)  replace “the loss-attributing qualifying company” with
“the LTC”.

Subsection (1) applies for income years starting on or after

1 April 2011.
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148 Section 141FD repealed (Shareholders of loss-attributing
qualifying companies)

(1)  Repeal section 141FD.

(2) Subsection (1) applies for income years starting on or after
1 April 2011.

149 Section 142A amended (New due date for payment of tax
that is not a penalty)

(1) In section 142A(1), replace the words before paragraph (a)
with “This section applies if the Commissioner makes for a
taxpayer, other than by an assessment (an electronic default
assessment) made in the absence of a return and to which sec-
tion 106(2) applies,—”.

(2)  Replace section 142A(1)(a) with:

“(a) an assessment (the new assessment) of tax for the tax-
payer, if the taxpayer has not been assessed earlier for
the tax, except by an electronic default assessment:”.

(3) Insert in section 142A(1)(b), before subparagraph (i),—

“(ia) to which paragraph (a) does not apply; and”.

(4) Repeal section 142A(3)(ab).

150 Section 143 amended (Absolute liability offences)

(1)  After section 143(1)(a), insert:

“(ab) fails to register with a foreign government agency as
required by Part 11B; or”.

(2)  After section 143(2), insert:

“(2B) No person may be convicted of an offence against subsec-

151

152

108

tion (1)(ab) if the relevant failure to register occurred through
no fault of the person.”

Section 143A amended (Knowledge offences)
After section 143A(1)(a), insert:

“(ab) knowingly fails to register with a foreign government
agency as required by Part 11B; or”.

Section 173B amended (Definitions)
In section 173B, delete the definition of competent authority.
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)

Section 176 amended (Recovery of tax by Commissioner)

After section 176(2), insert:

Despite subsection (2)(b) the Commissioner may take steps
preparatory to, or necessary to, bankrupt the taxpayer, includ-
ing debt proceedings in the District Court or the High Court.”

Section 177 amended (Taxpayer may apply for financial
relief)

In section 177(1)(a), replace “outstanding tax would place the
taxpayer” with “the taxpayer’s outstanding tax or a relief com-
pany’s outstanding tax would place the taxpayer, being a nat-
ural person,”.

Replace section 177(1B) with:

“(1B) For the purposes of this section, the Commissioner must con-

155

sider the taxpayer’s financial position at the date on which the
application for financial relief is made.”

Section 177A replaced (Definition of serious hardship)
Replace section 177A with:

“177A How to apply serious hardship provisions

“(D)

Subsections (2), (3), and (4) provide the rules for the Com-

missioner to decide (the decision) whether,—

“(a) for the purposes of section 176, recovery of outstand-
ing tax would place a taxpayer, being a natural person,
in serious hardship:

“(b) for the purposes of section 177, the Commissioner
may accept the taxpayer’s request for financial relief
on the basis of a claim that recovery of the taxpayer’s
outstanding tax or a relief company’s outstanding tax
would place the taxpayer, being a natural person, in ser-
ious hardship:

“(c) for the purposes of section 177B, an instalment ar-
rangement entered into by a taxpayer or a relief com-
pany would place the taxpayer, being a natural person,
in serious hardship:

“(d) for the purposes of section 177C, recovery of the out-
standing tax would place the taxpayer, being a natural
person, in serious hardship.
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157
(1)

The Commissioner makes a decision under this section by
determining whether financial information, after allowing for
payment of a relevant amount of outstanding tax, and subject
to subsections (3) and (4), shows that the taxpayer would,
after the application under section 177 (the application),
likely have significant financial difficulties because, after the
application,—
“(a) the taxpayer or their dependant has a serious illness:
“(b) the taxpayer would likely be unable to meet—
“(i) minimum living expenses estimated according to
normal community standards of cost and quality:
“(i1) the cost of medical treatment for an illness or
injury of the taxpayer, or of their dependant:
“(ii1) the cost of education for their dependant:
“(c) other factors that the Commissioner thinks relevant
would likely arise.
Compliance with, and non-compliance with, tax obligations
must not be considered by the Commissioner when making a
decision under this section.

The Commissioner must use only financial information that
the Commissioner has at the date on which the decision is
made.”

Section 177B amended (Instalment arrangements)
Insection 177B(1), replace “a taxpayer to the extent that the ar-
rangement would place the taxpayer in serious hardship” with
“a taxpayer or a relief company to the extent that the arrange-
ment would place the taxpayer, being a natural person, in ser-
ious hardship”.

Section 177C amended (Write-off of tax by Commissioner)
After section 177C(1), insert:

“(1BA) The Commissioner may use, as a ground for deciding

110

whether or not to write off the outstanding tax of a taxpayer or
of a relief company, the basis that recovery of the outstanding
tax would place the taxpayer, being a natural person, in
serious hardship. The Commissioner is not required to write
off the outstanding tax if the ground exists.”
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In section 177C(7)(a) replace “was written oft” with “was
written off is a natural person who”.

In section 177C(7)(b) replace “company” with “relief com-
pany”.

New Part 11B inserted (Foreign account
information-sharing agreements)
After Part 11, insert:

“Part 11B

“Foreign account information-sharing
agreements

“185E Purpose

The purpose of this Part is to give effect to and implement
foreign account information-sharing agreements.

“185F Permitted choices in relation to foreign account

“(D)

“(2)

“G)

“(4)

information-sharing agreements

This section applies for a person, as described in a foreign

account information-sharing agreement (the agreement), if—

“(a) the agreement describes or contemplates a choice or a
course of action or inaction (a permitted choice) in re-
lation to them:

“(b) a choice made by the New Zealand government under
the agreement allows, as described or contemplated in
the agreement, the person a permitted choice.

The person is authorised to make, do, or not do, as described
or contemplated by the agreement, the permitted choice, and
to do or not do anything necessarily incidental to giving effect
to the permitted choice.

The obligations in this Part are modified to the extent neces-
sary to give effect to anything authorised by subsection (2)
(for example: a permitted choice, authorised by subsection
(2), as to using 1 of 2 due diligence procedures contemplated
by the agreement means that the chosen procedure would be
part of the required due diligence procedures for the purposes
of section 185H).

The Commissioner must publish an appropriate notice of a
choice made or revoked by the New Zealand government
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“(6)

“(7

under the agreement in a publication chosen by the Commis-
sioner.

A person’s permitted choice and a choice made by the New
Zealand government under the agreement are treated as part of
the agreement for the purposes of this Part and section BH 1
of the Income Tax Act 2007.

Subsections (2) to (5) do not apply to a choice or course

of action or inaction listed in subsection (7) (an excluded

choice).

For the purposes of subsection (6), the following are ex-

cluded choices:

“(a) an election under Annex 1.II.A of the foreign account
information-sharing agreement:

“(b) an election under Annex 1.I1I.A of the foreign account
information-sharing agreement:

“(c) an election under Annex 1.IV.A of the foreign account
information-sharing agreement:

“(d) an election under Annex 1.V.A of the foreign account
information-sharing agreement.

“185G Obligations related to foreign account

information-sharing agreements: registration

A person, as described in a foreign account information-shar-
ing agreement (the agreement), is required to comply with the
relevant registration requirements described or contemplated
in the agreement.

“185H Obligations related to foreign account

112

information-sharing agreements: due diligence

A person, as described in a foreign account information-shar-
ing agreement (the agreement), is required to apply the rele-
vant due diligence procedures described or contemplated in
the agreement.
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“1851 Obligations related to foreign account

“(D)

“2)

information-sharing agreements: information for
NZ competent authority
A person, as described in a foreign account information-shar-
ing agreement (the agreement), must obtain and provide in-
formation to the New Zealand competent authority if that in-
formation and its providing and obtaining is described or con-
templated in the agreement in relation to the person, and in-
cluding obtaining and providing—

“(a) the information that the New Zealand competent au-
thority is obliged to obtain and exchange with a foreign
competent authority:

“(b) other information that the person is authorised to obtain
and provide to the New Zealand competent authority.

Information described in subsection (1) must be obtained

and provided in accordance with—

“(a) the agreement; and

“(b) regulations made by Order in Council by the Governor-
General for the purposes of this Part under section 224.

“185J Obligations related to foreign account

“(D

“2)

information-sharing agreements: information for

third parties

A person, as described in a foreign account information-shar-
ing agreement (the agreement), must obtain and provide in-
formation to a foreign competent authority if that information
and its providing and obtaining is described or contemplated
in the agreement in relation to the person, and it is validly re-
quested from the person by the foreign competent authority.

A person, as described in the agreement, must obtain and pro-
vide information to a third party if that information and its
providing and obtaining is described or contemplated in the
agreement in relation to the person, and the person is author-
ised to obtain and provide it to the third party (for example: an
agreement may contemplate a choice to provide certain infor-
mation to a third party. If the person chooses to provide that
information, section 185F applies to authorise that choice.
The person would then have to provide that information to the
third party in accordance with their choice and the agreement).
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“(3) Information described in subsections (1) and (2) must be
obtained and provided in accordance with—
“(a) the agreement; and
“(b) regulations made by Order in Council by the Governor-
General for the purposes of this Part under section 224.

“185K Information provided in form prescribed by
Commissioner
The information in section 185I(1)(a) and (b) must be
provided to the New Zealand competent authority in the
prescribed form or electronic format.

“185L Foreign account information-sharing agreements:
anti-avoidance
If a person enters into an arrangement, and a main purpose
of the person in entering into the arrangement is to avoid an
obligation under this Part, then the arrangement is treated as
having no effect for the purposes of applying this Part.

“185M Timeframes not specified

“(1) Ifaninstrument described in section 1851(2)(a) and (b) does
not specify, or is discretionary as to, the period to which the
information in section 185I(1)(a) and (b) must relate, then
the information must relate to a tax year.

“(2) Ifaninstrument described in section 1851(2)(a) and (b) does
not specify, or is discretionary as to, a time when the informa-
tion in section 185I(1)(a) and (b) must be provided, then the
information must be provided within 2 months of the end of
the period that the information relates to.”

159 New section 225D inserted (Regulations: community
housing trusts and companies)
After section 225C, insert:

“225D Regulations: community housing trusts and companies

“(1) The Governor-General may, from time to time, by Order in
Council make regulations, on the combined recommendation
of the Minister of Revenue and the Minister for Housing, spe-
cifying persons or classes of person, using all, some, or a com-
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160

161
(1)

2)

bination of all or some, of the factors listed in subsection (2),

that are allowed to be beneficiaries or clients, as the case may

be, of community housing entities for the purposes of section

CW 42B(1)(b) of the Income Tax Act 2007.

The factors that may be used to specify persons or classes of

persons for the purposes of subsection (1) are:

“(a) geographic location of persons in New Zealand:

“(b) the composition of households persons live in:

“(c) the income of persons or households relative to a maxi-
mum set by taking into account the lower quartile of
household income based on household economic sur-
vey data published by Statistics New Zealand (the in-
come maximum) and adjusting the income maximum
by any appropriate economic factor (for example: geo-
graphically isolated increases in living costs):

“(d) assets of persons relative to a maximum.

Regulations made under this section are treated as coming into

force on a day specified for that purpose in the Order in Coun-

cil, but that day must not be earlier than 14 April 2014.

Goods and Services Tax Act 1985

Goods and Services Tax Act 1985 amended
Sections 161 to 171 amend the Goods and Services Tax Act
1985.

Section 2 amended (Interpretation)
In section 2(1), in the definition of commercial dwelling, re-
place paragraph (b)(ii) with:

“(@ii) a dwelling referred to in paragraph (b)(iii) of
the definition of dwelling:”.

In section 2(1), in the definition of dwelling, in paragraph
(b)(ii), replace “the premises; and” with “the premises:” and
insert:

“(ii1) despite paragraph (a)(ii), a residential unit in a
retirement village or rest home when the consid-
eration paid or payable for the supply of accom-
modation in the unit is for the right to occupy the
unit; and”.
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162

163

“(16)

116

In section 2(1), in the definition of resident, after paragraph

(b), insert:

“(c) the effect of the rules in section YD 1(4) and (6) of that
Act are ignored in determining the residence or non-
residence of a natural person, and residence is treated
as—

“(i) starting on the day immediately following the
relevant day that triggers residence under sec-
tion YD 1(3) of that Act; or

“(ii) ending on the day immediately following the
relevant day that triggers non-residence under
section YD 1(5) of that Act”.

Subsections (1) and (2) apply for the 2011-12 and later in-

come years. However, subsections (1) and (2) do not apply

to a person in relation to a tax position taken by them—

(a)  inthe period from 1 April 2011 to 31 March 2015; and

(b) relating to tax treatment of a residential unit in a rest
home or retirement village; and

(c) relying on the definitions of commercial dwelling and
dwelling as they were before the amendments made by
subsections (1) and (2).

Section 3 amended (Meaning of term financial services)
In section 3(2), in the definition of life insurance contract, re-
place “Schedule 1, Part 5 of the Accident Insurance Act 1998
with “Schedule 1, Part 4 of the Accident Compensation Act
2001”.

Section 5 amended (Meaning of term supply)
Replace section 5(16) with:

When a registered person has a deduction under section 20(3)
for the supply of land or a dwelling, a subsequent supply by
the person of all or part of the land or dwelling, or appurten-
ances belonging to or used with the dwelling, is treated as a
taxable supply. However, this subsection does not apply if the
person has accounted for output tax on the subsequent supply.
Subsections (18) and (19)(b) override this subsection.”
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)

)
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“©)

165
(1)

2)

Section 6 amended (Meaning of term taxable activity)

In section 6(3)(b),—

(a) replace “director of a company:” with “director of a
company, subject to subsection (4); or’:

(b)  repeal the proviso.

In section 6(3)(c)(iii), replace “other body” with “other body,

subject to subsection (4)”.

After section 6(3), insert:

Despite subsection (3)(b) and (c)(iii), if a director, member, or

other person referred to in those paragraphs is paid a fee or

another amount in relation to their engagement, occupation,

or employment in circumstances in which they are required

to account for the payment to their employer, the payment is

treated as consideration for a supply of services by the em-

ployer to the person who made the payment to the director,

member, or other person.

For the purposes of subsection (3)(b), (c)(ii1), and (4), if a per-

son in carrying on a taxable activity, accepts an office, any

services supplied by that person as holder of that office are

deemed to be supplied in the course or furtherance of that tax-

able activity.”

Section 11 amended (Zero-rating of goods)

In section 11(8D),—

(a)  in paragraph (a), replace “chargeable with tax at 0%”
with “of land”:

(b) in the introductory words in paragraph (b), replace
“chargeable with tax at 0%” with “of land”:

(c) in paragraph (b)(ii), replace “an amount is paid or
payable under the agreement for the supply in advance
of, or contemporaneously with, the supply being made,
that” with “if an amount is paid or payable under the
agreement for the supply in advance of, or contempo-
raneously with, the supply being made, the payment”.

In section 11(8D)(b)(ii)(C), replace “under the agreement.”

with “under the agreement:”, and insert:

“(c) asupply of an interest in land by way of a procurement
of a lease is a supply of land.”
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(3) Subsection (1) applies to supplies made on or after 1 April
2011.

166 Section 11A amended (Zero-rating of services)

After section 11A(3), insert:

“(3B) For the purpose of subsection (1)(k), outside New Zealand,
for a natural person, includes a minor presence in New Zealand
that is not directly connected with the supply.”

167 Section 20 amended (Calculation of tax payable)

(1)  Insection 20(3K), replace “(3C),” with “(3C), and the defini-
tions of percentage actual use and percentage intended use
in section 21G(1),”.

(2) Insection20(4B), replace “who later becomes a registered per-
son under section 517 with “who is either a registered person
or later becomes a registered person”.

(3) Subsections (1) and (2) apply to supplies made on or after
1 April 2011.

168 New section 21FB inserted (Treatment when use changes

to total taxable or total non-taxable use)
After section 21F, insert:

“21FB Treatment when use changes to total taxable or

“()

“(2)

118

non-taxable use
This section applies when—
“(a) a person makes an adjustment under section 21A or
21B; and
“(b) the person’s use of the goods or services in making tax-
able supplies changes in an adjustment period to either
total taxable use or total non-taxable use; and
“(c) the total taxable use or non-taxable use remains un-
changed for an unbroken period that is—
“() the remainder of the adjustment period in which
the use was changed; and
“(i1) the adjustment period following the period in
which the use was changed.

If the use changes to total taxable use, the person’s adjustment
for the adjustment period following the period referred to in
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169

(1)

2)
“(4)

“©)

subsection (1)(c)(ii) is an amount of input tax calculated us-
ing the formula—

full input tax deduction - actual deduction.

In the formula,—

“(a) full input tax deduction is the total amount of input
tax on the supply, after taking into account any nominal
GST component chargeable under section 20(3J)(a)(i):

“(b) actual deduction is the amount of deduction already
claimed, taking into account adjustments made up to the
date on which the use was changed.

If the use changes to total non-taxable use, the person’s adjust-
ment for the adjustment period following the period referred
to in subsection (1)(c)(ii) is an amount of output tax that is
equal to the amount of the person’s actual deduction as de-
scribed in subsection (3)(b).”

Section 21HB amended (Transitional rule related to
treatment of dwellings)

In section 21HB(1), replace “acquired or produced before
1 April 20117 with “acquired or produced in the period
between 1 October 1986 and 1 April 20117,

After section 21HB(3), insert:

Subsection (5) applies to a person who—

“(a) 1isrequired to treat a dwelling as a commercial dwelling
because of the amendments to the definitions of com-
mercial dwelling and dwelling made by section 4(3)
and (4) of the Taxation (GST and Remedial Matters)
Act 2010; and

“(b) is liable to become a registered person as a result of
the amendments referred to in paragraph (a) because
the total value of their supplies made in New Zealand
exceeds the threshold set out in section 51(1)(a).

The person may choose not to include a supply of a commer-
cial dwelling to which subsection (1) applies when calculating
the total value of their supplies for the purposes of section 51.”
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171
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172

173

(1)
“2)

2)

120

Subsection (1) applies to a tax position taken by a person
after the date of introduction of the Taxation (Annual Rates,
Employee Allowances, and Remedial Matters) Bill.

Subsection (2) applies to supplies made on or after 1 April
2011.

Section 46 amended (Commissioner’s right to withhold
payments)

In section 46(1B), replace “when a registered person is non-
resident,” with “for a non-resident person who is registered
under section 54B,”.

Section 54C amended (Non-residents: cancellation of
registration)

In section 54C(3)(a), replace “the first day of the third period”
with “the last day of the second period”.

In section 54C(3)(b), replace “apply to become a registered
person again” with “apply again for registration under section
54B”.

Income Tax Act 2004

Income Tax Act 2004 amended
Sections 173 to 180 amend the Income Tax Act 2004.

Section CD 29 amended (Adjustment if dividend
recovered by company)

Replace section CD 29(2), other than the heading, with:
Section 113B of the Tax Administration Act 1994 requires the
Commissioner, if given notice of the recovery of the dividend
from a shareholder, to amend an assessment of the company
or the shareholder in relation to income tax or under the im-
putation rules, the NRWT rules, the RWT rules, the dividend
withholding payment rules, or under section LE 2 (Credits in
respect of dividends to non-resident investors), as applicable.”
In section CD 29(3), replace “If the Commissioner is given
notice of the recovery,” with “If the Commissioner has been
notified of the recovery and has amended an assessment as
described in subsection (2),”.
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“G)

)

175

(1)

)

176

(1)

2)

In section CD 29(5), replace “A credit or debit,” with “If
the Commissioner has been notified of the recovery and has
amended an assessment as described in subsection (2), a
credit or debit”.

In section CD 29, insert in the list of defined terms, “dividend
withholding payment rules”,” imputation rules”, “NRWT
rules”, and “RWT rules”.

Subsections (1) to (4) apply for the 2005-06 and later in-
come years.

Section DB 44 amended (Expenditure incurred in deriving
exempt income)
Replace section DB 44(3), other than the heading, with:

This section supplements the general permission and overrides
the exempt income limitation. The other general limitations
still apply.”

Subsection (1) applies for expenditure incurred on and after
1 October 2005.

Section EE 7 amended (What is not depreciable
property?)

In section EE 7(c), replace “subpart EB (Valuation of trading
stock (including dealer’s livestock))” with “subpart EC (Valu-
ation of livestock)”.

Subsection (1) applies for the 2005-06 and later income
years.

Section EG 1 amended (Election to use balance date used
in foreign country)

In section EG 1(6), replace “A person who has made an elec-
tion is treated as making the same election for all later income
years” with “An election made by a person under subsection
(2) applies for the income year referred to in subsection (1)(c)
and all later income years”.

Subsection (1) applies for the 2005-06 and later income
years.
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177 Section EX 5 amended (Direct control interests)
(1)  Replace section EX 5(1)(c) with:
“(c) aright to—
“(i) receive any income of the company for the ac-
counting period in which the time falls; or
“(i1) have the income of the company for the account-
ing period in which the time falls dealt with in
their interest or on their behalf.”
(2)  Replace section EX 5(1)(d) with:
“(d) aright to—
“(i) receive any of the value of the net assets of the
company, if they are distributed; or
“(i1) have the net value of the assets, if they are dis-
tributed, dealt with in their interest or on their be-
half.”
(3) Subsections (1) and (2) apply for the 2005-06 and later in-
come years.
178 Section EX 9 amended (Direct income interests)
(1)  Replace section EX 9(1)(c) with:
“(c) aright to—
“@{) receive any income of the company for the ac-
counting period in which the time falls; or
“(@1) have the income of the company for the account-
ing period in which the time falls dealt with in
their interest or on their behalf :”.
(2)  Replace section EX 9(1)(d) with:
“(d) aright to—
“(i) receive any of the value of the net assets of the
company, if they are distributed; or
“(@i1) have the net value of the assets, if they are dis-
tributed, dealt with in their interest or on their be-
half.”
(3) Subsections (1) and (2) apply for the 2005-06 and later in-
come years.
179 Section EX 44 amended (Comparative value method)
(1)  Replace section EX 44(6)(a) with:

122

10

15

20

25

30

35



Taxation (Annual Rates, Employee
Allowances, and Remedial Matters) Bill Part 3 cl 183

2)
180

(1)

2)

181

182

183

“(a) all expenditure, if any, that—
“(i) the person incurs in acquiring or increasing the
interest:
“(i1) another person incurs on behalf of the person re-
ferred to in subparagraph (i) in relation to the
interest:”.

Subsection (1) applies for the 2005-06 and later income
years.

Section OB 1 amended (Definitions)

In section OB 1, in the definition of hire purchase agreement,

replace paragraph (a) with:

“(a) an agreement under which goods are let or hired with
an option to purchase, however the agreement describes
the payments; and”.

Subsection (1) applies for the 2005-06 and later income

years. However, subsection (1) does not apply to a person

in relation to a tax position taken by them—

(a)  inthe period from 1 April 2005 to the date of introduc-
tion of the Taxation (Annual Rates, Employee Allow-
ances, and Remedial Matters) Bill; and

(b) relating to the application of the Goods and Services Tax
Act 1985 to hire purchase agreements; and

(c) relying on the definition of hire purchase agreement
as it was before the amendment made by subsection

(1).

Child Support Act 1991

Child Support Act 1991 amended
Sections 182 to 191 amend the Child Support Act 1991.

Section 2 amended (Interpretation)
In section 2(1), repeal the definition of election period.

Section 9 amended (Social security beneficiaries must
apply for formula assessment)
In section 9(1)(c), replace “is not” with “is not already”.
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184
(1)

)

185

“(2)

186
(1)

2)
“(2)
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Section 40 amended (Estimated taxable income)

In section 40(1), replace “notice to the Commissioner” with
“notice to the Commissioner given before or during a child
support year”.

In section 40(1), replace “election period” with “election
period relating to that child support year”.

Section 44 amended (End-of-year reconciliation)

Replace section 44(2) with:

The income amount to be used for the assessment is,—

“(a) ifthe actual taxable income earned by the person during
the year is equal to or less than the year-to-date income
specified in the notice of election, the value of any ad-
justments made under section 41(1)(b); or

“(b) if'the actual taxable income earned by the person during
the year is more than the year-to-date income specified
in the notice of election, the lesser of the following:
“(i) the person’s actual taxable income earned in the

election period (which is the actual taxable in-
come earned in the full year less the year-to-date
income specified in a notice of election), annu-
alised in accordance with the formula in subsec-
tion (3) (which gives the annualised actual tax-
able income in the election period), and ad-
justed in accordance with section 41(1)(b):
“(i1) the person’s original adjusted taxable income.”

Section 65 amended (Child support voluntary agreement

no bar to application for formula assessment)

In section 65(1) replace “any parent or carer” with “any party”.

Replace section 65(2) with:

If a properly completed application for a formula assessment

of child support in respect of the child to whom the agreement

relates is completed, any person who, under the agreement,

was a person to whom child support was payable is deemed—

“(a) to have elected under section 64 that the liability of the
other party to the agreement to pay child support in re-
spect of the child under the agreement is to end with the
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187

188

189

(1)
“2)

day before the day on which the formula assessment is
to first apply; and
“(b) to have met the requirements of section 64(2) and (3).”

Section 81 amended (Notification requirements of liable
parent)
In the heading to section 81, delete “liable”.

Section 92 amended (Requirements in relation to
objections)
Repeal section 92(3A).

Section 98 amended (Minimum liability in respect of child

support)

Replace section 98(2) with:

Subsection (2A) applies when—

“(a) an order would, but for this section, operate in a child
support year so as to reduce the annual rate of child sup-
port payable under a formula assessment below the min-
imum annual rate for that year under section 72(1)(a);
and

“(b) the child support payable is payable under the formula
assessment in respect of more than 1 receiving carer.

“(2A) When this subsection applies, the annual rate of child support

2)

190

payable in the child support year to each receiving carer is the
minimum annual rate under section 72(1)(a) divided between
the receiving carers on the basis of the number of qualifying
children of the liable parent that each receiving carer provides
care for.”

In section 98(3), replace “(2)” with “(2A)”.

Section 142 amended (Payment of formula assessment
child support to custodians who are social security
beneficiaries)

In section 142, in each place in which it appears, replace “cus-
todian” with “receiving carer”.
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191 Section 179A amended (Waiver of right to payment)

(1)  Insection 179A(1), replace “in receipt of”” with “in receipt of
a sole parent support benefit or”.

(2) In section 179A(5), replace “begins to receive” with “begins
to receive a sole parent support benefit or”.
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Amendments to examples in subparts DG

and DZ

Section

Example

DG 11

Replace “charter boat whose cost is” with “charter
boat whose adjusted tax value is”.

DG 16

Replace “$15,000.” with “$15,000. The income
from associates is exempt under section CW 8B,
and is ignored. David therefore has asset income of
$4,000 and deductions of $15,000, giving rise to an
excess of expenditure over income of $11,000.”

DG 16

Replace “the excess expenditure of $5,000” with
“the excess expenditure of $11,000”.

DG 17

Replace “expenditure of $5,000” with “expenditure
of $11,000”.

DG 17

Replace “remaining $3,000” with “remaining
$9,000”.

DG 18

Replace “($7,500 x 50%)” with “($7,000 x 50%)”.
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DG 19

Replace the example, other than the heading,
with “In the following income year, Aircraft Ltd
has calculated an outstanding profit balance of
$16,000. Section DG 19 does not apply to Parent
Ltd or Hamish because they have no previously
quarantined interest expenditure. However, the
section does apply to Alisa because she has $4,500
of quarantined interest expenditure from the
previous year. Because Parent Ltd does not have
any current year expenditure, Alisa’s share of the
outstanding profit balance of Parent Ltd is $8,000
($16,000 x 50%).

Alisa’s current year apportioned interest expenditure
is $7,000, calculated under section DG 14. Alisa
is allowed a deduction for all her current year
expenditure and also a deduction for $1,000 of
previously quarantined expenditure ($8,000 -
$7,000). Her remaining quarantined expenditure is
$3,500 ($4,500 - $1,000).”

Dz 21

Replace “Boat Co has a boat on 31 March 2013
which meets the various requirements set out in
subpart DG.” with “On 31 March 2013, Boat Co has
a boat with an acquisition cost of $85,000. The boat
meets the various requirements set out in subpart
DG.”

Dz 21

Replace “and Michelle is treated as acquiring it for
$55,000” with “and Michelle is treated as acquiring
it for $85,000, and having been allowed a deduction
of $30,000 for depreciation loss in past income
years”.
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