INCOME TAX AMENDMENT BILL

EXPLLANATORY NOTE

THis Bill amends the Income Tax Act 1976.
Clause 1 relates to the Short Title.

Clause 2 provides that, except where otherwise stated, this Bill is to apply with
respect to the tax on income derived in the 1984-85 income year and subsequent
years.

Clause 3 inserts definitions of the terms “primary employment earnings” and
“secondary employment earnings” in section 2 of the principal Act, and amends
section 344 of that Act to make it clear that, for PAYE purposes, a primary tax
code is to be used in respect of a taxpayer’s major source of salary or wages.

It also substitutes a new definition of the expression “shearer”, and adds
definitions of the expressions “shearing shed” and “shearing shed hand” in
section 2 of the principal Act.

It also amends the definition of the expression “national superannuation” to
ensure that any additional benefits and supplements paid to national
superannuitants are not taxable.

Clause 4 gives effect to the Budget announcement that the rebate for rates on
owner-occupied homes and Chatham Islands dues will terminate with effect from
and including the income year commencing on 1 April 1985.

Clause 5 Exves effect to the Budget announcement that mortgage interest in
respect of homes purchased after 8 November 1984 is ineligible for the first
home mortgage interest rebate.

Clause 6 amends section 508 of the principal Act, which provides for the principal
income earner rebate.

Subclauses (1) and (3) are consequential amendments arising from the inclusion
in 1983 of a de facto relationship in the definition of the expression “spouse”.

Subclause (2): At present where in any income year any taxpayer is married
to or is the de facto spouse of any person who is entitled to the principal income
earner rebate or to the family rebate, that taxpayer does not qua.lpi’fy for the
principal income earner rebate for that income year. This subclause makes it
clear that this exclusion is only to apply where that relationship exists throughout
the income year.

Subclauses (4) and (5) give effect to the Budget announcement that the maximum
principal income earner rebate is to be increased from $312 a year to $520 a
year with effect from 1 December this year. The rebate is to abate at the rate
of 16.5 cents in the dollar from income of $12,001 to $15,152 a year.

For the 1984-85 income year the maximum rebate is to be $381.34, abatin
by 13.5 cents in the dollar for income of $12,001 to $14,600. For income exceedin:
$14,600 the rebate is to be $30.36, abating by 5.5 cents for each dollar of the
excess, so as to extinguish when income exceeds $15,151.
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Clause 7 gives effect to the Budget announcement that for the 1984-85 income
year the housekeeper rebate is to be calculated at the rate of 32 cents (instead
of 31 cents) for each dollar of the qualifying payments and for the 1985-86
income year and subsequent years at the rate of 33 cents for each dollar thereof.

The maximum amount of the rebate remains unchanged.

Clause 8 gives effect to the Budget announcement that for the 1984-85 income
year the dependent relative rebate is to be calculated at the rate of 32 percent
(instead of 31 percent) of qualifying contributions and for the 1985-86 income
year and subsequent years at the rate of 33 percent thereof.

The maximum amount of the rebate remains unchanged.

Clause 9 gives effect to the Budget announcement that for the 1984~85 income
year the school fees and charitable donations rebate is to be calculated at the
rate of 32 percent (instead of 31 percent) of the q}t:alifying fpaymvents and for the
1985-86 income year and subsequent years at the rate of 33 percent thereof.

The maximum amount of the rebate remains unchanged.

Clause 10 gives effect to the Budget announcement that the exemption under
section 59 of the principal Act for life insurance premiums and superannuation
contributions is no longer to apply to contracts entered into on or after
9 Novemnber 1984 in respect of—

(a) Life insurance:

(b) Personal lump sum superannuation:

{c) Nonrsubsidised employee lump sum superannuation.

Clause 11 extends the provisions of the second and third provisos to section
74 (2) of the principal Act, which enables current year deductions for expenditure
or loss and depreciation to be taken into account in calculating the assessable
income of any company engaged in a forestry business, to include all persons
carrying on such business.

The clause applies to any expenditure incurred and any sale of timber made
on or after 9 November 1984.

Clause 12 provides that forestry companies can no longer claim to convert a
tax loss into a tax credit in relation to forestry costs incurred in the 1984-85
income year and succeeding years, except for depreciation in the period up to
8 November 1984.

Clause 13 gives effect to the Budget announcement that the present provision
that income derived in any income year from the sale of timber from farms
may be spread over up to 4 of the subsequent years is not to apply to any such
sales after 8 November 1984. :

Clause 14 gives effect to the Budget announcement that income derived in any
income year from the sale of timber may be spread over up to 3 of the preceding
years. The clause is to apply to sales of timber made after 8 November 1984.

Clause 15 gives effect to the Budget announcement that forestry encouragement
§rants are to be replaced by tax deductibility measures similar to those provided
or farm development expenditure.

It inserts a new section 1274 in the principal Act providing for development
expenditure incurred in timber production, as set out in paragraphs (a) to (k) of
subclause (2), to be deducted in calculating the assessable income of any taxpayer
from a forestry business in that income year, or, if the taxpayer so elects, in all
or any of the next 9 income years, being income years in which the taxpayer
carries on the business.
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Clause 16 amends section 168 of the principal Act to provide that grants received
under the Forestry Encouragement Grants Regulations 1983 in respect of or in
relation to expenditure incurred on or after 9 November 1984 are to be dealt
with under section 169 of the principal Act.

This latter section provides that the amount of any deduction for expenditure
in respect of which a grant is received is to be reduced for tax purposes by the
amount of this grant, and the grant is deemed not to be assessable income.

At present under section 168 the whole of the e);Per;diture in respect of which
a grant is received is not allowed.as a deduction for tax purposes.

Clause 17: Subclause (1) inserts a new Part XA in the principal Act to impose
the national superannuitant surcharge with effect from 1 April 1985, as announced
in the Budget.

Section 3364 is the interpretation section.

Section 3368 provides for the determination of the amount of the other income
of a national superannuitant for the purposes of this Part.

Subsection (1) applies where the national superannuation is payable for the
whole year, and subsections (2) and (3) apply where it is payable for part of the
year only.

Section 336¢ applies the Part to the income of all national superannuitants for
the 1985-86 income year and subsequent years.

Section 336p imposes the surcharge.

Subsection (1) provides that where a national superannuitant receives the national
superannuation for the whole of an income year, the surcharge is to be calculated
at 25 percent of the amount by which his other income (as determined under
section 3368) exceeds $5,200.

Subsection (2) provides that where a national superannuitant receives the national
superannuation for only part of an income year by reason of—

(a) His national superannuation commencing after the beginning of that income

ear; or

(b) His <)i’eath during that income year; or

(c) His permanent departure from New Zealand during that income year,—
the surcharge is to be calculated at 25 percent of the amount by which, in effect,
his other income exceeds the aggregate of $200 for each fortnightly pay period
during which he receives national superannuation.

Subsection (3) provides that in no case is the amount of the surcharge to exceed
the net national superannuation after deduction of income tax on an annual
basis.

Section 336 empowers the Commissioner to assess the amount of the surcharge
and applies the objection provisions of the principal Act to the surcharge in the
same manner as they apply to income tax.

Section 336F provides for the national superannuitant to elect against which of
his sources of mcome the deductions for the surcharge are to be made.

Section 336G provides for the manner in which, where a national superannuitant
has elected to have the surcharge deducted from his national superannuation,
the Director-General of Social Welfare makes the deduction and pays it over to
the Commissioner.

Section 336n provides for the Commissioner to calculate the amount of the
deduction to be made by the Director-General of Social Welfare pursuant to
section 336¢ on the basis of the estimate of the national superannuitant’s estimate
of his income.
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Section 3361 provides for the manner in which the surcharge is to be paid as
provisional tax where the national superannuitant so elects pursuant to section 336r.

Section 336y deals with the manner in which the surcharge is to be deducted
against source deduction payments where the national superannuitant so elects
pursuant to section 336F.

Section 336k deals with the manner in which the surcharge is to be deducted
against source deduction payments and the manner in which the surcharge is
to be paid as provisional tax where the national superannuitant derives income
other than national superannuation from both source deduction payments and
inc6ome other than source deduction payments and so elects pursuant to section
336F. i )

Section 3361 deals with the surcharge codes for deductions to be made from
source deduction payments.

Section 336m provides for the application of other Parts of the principal Act to
the surcharge, with any necessary modifications.

Subclause (2) inserts a definition of the expression “‘national superannuitant
surcharge” in section 2 of the principal Act.

Subclause (3) in effect allows any surplus rebates of income tax to be set off
against the surcharge.

Subclause (4) ensures that all national superannuitants with income (other than
national superannuation) exceeding $5,200 are to furnish an income tax return.

Clauses 18 and 19 deal with the Budget announcement in respect of the basic
rates of tax for insurance companies and the trustees of superannuation category
2 schemes.

Clause 18 increases these rates from 31 cents in the dollar to 32 cents in the
dollar for the 1984-85 income year and clause 19 increases these rates to 33
cents in the dollar for the 1985-86 income year and subsequent years.

Clauses 20 to 22 give effect to the Budget announcement of an increase in the
standard marginal rate of income tax from 31.5 cents in the dollar to 33 cents”
in the dollar and an increase from $24,000 to $25,000 in the threshhold at which
the next marginal rate applies from 1 December 1984. It also continues the
temporary surtax of 10 percent for high income earners.

Clause 20 substitutes a new scale of tax rates for the 1984-85 income year,
taking into account the combined effect of the present scale and the new scale
(including surtax) that applies from 1 December 1984.

Clause 21 substitutes a new scale of tax rates for the 1985-86 income year
and succeeding income years, being the basic scale excluding the surtax.

Clause 22 in effect imposes the temporary surtax for the 1985-86 income year
and succeeding income years.

Clause 23 gives effect to the Budget announcement that the rate of tax on
secondary employment income and extra emoluments is to be increased from
31.5 cents to 33 cents in the dollar with effect from 1 December 1984. It also
provides for new PAYE deduction tables applicable from that date and for new
rates of PAYE deductions for shearers and shearing shed hands from 1 April
1985. ‘ ‘
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A BILL INTITULED
An Act to amend the Income Tax Act 1976

BE IT ENACTED by the General Assembly of New Zealand
in Parliament assembled, and by the authority of the same, as
5 follows:
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2 Income Tax Amendment

1. Short Title—This Act may be cited as the Income Tax
Amendment Act 1984, and shall be read together with and
deemed part of the Income Tax Act 1976% (hereinafter referred
to as the principal Act).

2. Application—Except where this Act otherwise provides,
this Act shall apply with respect to the tax on income derived
in the income year that commenced on the 1st day of April
1984 and in every subsequent year.

3. Interpretation—(1) Section 2 of the principal Act is
hereby amended by inserting, in their appropriate alphabetical
order, the following definitions:

“ ‘Primary employment earnings’, in relation to an
employee and to any pay period, means—

“(a) In any case where the employee derives in that
pay period source deduction payments (not being
withholding payments and not being extra
emoluments) from 2 or more employers, such source
deduction payment as, being derived from one of
those employers, exceeds in amount the source
deduction payment derived in that pay period from
the other employer or, as the case may be, each of
those other employers; and

“(b) In any case where, in that pay period, any 2
or more ot the source deduction payments first-
mentioned in this definition are of equal amount, the
primary employment earnings in relation to the
employee and to the pay period shall be such one
of those source deduction payments that are of equal
amount as the employee elects:

“ ‘Secondary employment earnings’, in relation to an
employee and to any pay period, means any source
deduction payment (not being a payment of prima
employment earnings and not being a withholding
payment and not being an extra emolument) derived
in the pay period from any employer:”.

(2) Section 2 of the principal Act (as so amended) is hereby
further amended by repealing the definition of the expression
“shearer”, and substituting the following definitions:

“ ‘Shearer’ means a person (not being a person
permanently employed on the premises where the
shearing shed is situated) who, other than in the
carrying on of a business by the person, undertakes
the shearing of sheep:

“R. S. Vol. 12, p. 1
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Income Tax Amendment 3

“ ‘Shearing shed’ has the same meaning as in the Shearers

Act 1962:

Shearing shed hand’ means a person, not being—

“(a) A shearer:

“(b) A wool classer:

“lcd A person permanently employed on the
premises where the shearing shed is situated,—
who, other than in the carrying on of a business by
the person, is employed in or about the shearing
shed:”. A
(3) Section 2 of the principal Act (as so amended) is hereby

further amended by omitting from the definition of the
expression “national superannuation” (as inserted by section 3
of the Income Tax Amendment Act 1979) the words “any
additional benefit paid or payable under section 61E or
section 61G”, and substituting the words “any supplement or
benefit paid or payable under section 61A or section 61E or
section 61G”.

(4) Section 341 (1) of the principal Act (as substituted by
section 17 (1) of the Income Tax Amendment Act 1982) 1s
hereby amended by omitting the expression “section 344 (1)”,
and substituting the words “section 344 (1)(b) (except
subparagraph (ix))”’.

(5) Section 344 (1) (b) of the principal Act (as substituted by
section 19 (1) of the Income Tax Amendment Act 1982) is
hereby amended by adding the following subparagraph:

“(ix) ‘Sec’, signifying an employee in relation to
whom the source deduction payment is a payment
that is secondary employment earnings.”

(6) Section 344 of the principal Act is hereby further amended
by inserting in subsections (9) and (10) (as substituted by section
19 (4) and (5) of the Income Tax Amendment Act 1982), after
the expression “G” in each case where it appears, the words
“or ‘Sec’ .

(7) Section 356 (1) (a) of the principal Act (as substituted by
section 13 (1) of the Income Tax Amendment Act 1980) is
hereby amended by inserting, after the word “‘shearer”, the
words “or as a shearing shed hand”.

(8) Section 379 (2) of the principal Act (as amended by section
19 (6) (b) of the Income Tax Amendment Act 1982) is hereby
further amended by inserting, after the expression “G”, the
words “or ‘Sec’ ”’.

(9) Subsections (1), (4), (5). (6). and (8) of this section shall apply
with respect to every source deduction payment made on or
after the 1st day of December 1984.

(10) Subsections (2) and (7) of this section shall apply with
respect to the tax on income derived in the income year
commencing on the 1st day of April 1985.

€C <



4 Income Tax Amendment

4. Rebate for rates on owner-occupied home and
Chatham Islands dues—Section 48a (3) of the principal Act
(as inserted by section 6 (1) of the Income Tax Amendment
“Act (No. 2) 1977, and substituted by section 5 of the Income
Tax Amendment Act 1979) is hereby amended by inserting, 5
after the words “a residence during the income year”, the
words “, being an income year ending on or before the 31st
day of March 1985,”.

5. First home mortgage interest rebate—Section 488 (9)
of the principal Act (as inserted by section 4 (1) of the Income 10
Tax Amendment Act 1981) is hereby amended by adding the
words “and on or before the 8th day of November 1984”.

6. Principal income earner rebate—(1) Section 508 (1) of"
the principal Act (as inserted by section 8 (1) of the Income
Tax Amendment Act 1982 and amended by section 5 (1) of 15
the Income Tax Amendment Act (No. 2) 1983) is hereby further
amended by repealing paragraph (c) of the definition of the
expression ‘“qualifying person”, and substituting the following
paragraph:

“(c) Who, being the spouse of another person throughout 20
the income year, derives from all sources in the
income year assessable income of an amount less
than or equal to the assessable income derived from
all sources during the income year by that other
person:”. 25

(2) Section 508 (1) of the principal Act (as so inserted and
amended) is hereby further amended by repealing paragraph
(e) of the definition of the expression “qualitying person”, and
substituting the following paragraph:

‘“(e) Who is, throughout the income year, the spouse of any 30

person who, in respect of the income year, is entitled
to any rebate under this section or section 53C of
this Act:”.

(8) Section 508 (1) of the principal Act (as so inserted and
amended) is hereby further amended by omitting from the 35
proviso to the definition of the expression “qualifying person”
the words “who are married to each other”, and substituting
the words “each of whom, in relation to the other, is the
spouse’.

(4) Section 508 of the principal Act (as inserted by section 8 40
(1) of the Income Tax Amendment Act 1982) is hereby further
amended by repealing subsection (2), and substituting . the
following subsection:
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“(2) Subject to this section and to section 57 of this Act, in
the assessment of every taxpayer who in any income year is
a qualifying person, there shall be allowed as a rebate of income
tax,— '

5  ‘“(a) Where the amount of the assessable income derived in
the income year by that taxpayer is less than $6,118,
a rebate of an amount equal to 8.5 cents for each
complete dollar of the amount of that assessable
income:

10 “(b) Where the amount of the assessable income so derived
amounts to or exceeds $6,118 and does not exceed
$12,000, a rebate of the amount of $520:

“c) Where the amount of the assessable income so derived
exceeds $12,000, a rebate of the amount of $520

15 diminished by 16.5 cents for each complete dollar
of that excess.”

(5) Notwithstanding anything in the principal Act, with
respect to the tax on income derived in the income year that
commenced on the Ist day of April 1984, section 508 of the

20 principal Act (as so inserted) shall be deemed to have effect as

if that section had been amended by repealing subsection (2),
and substituting the following subsection:

‘(2) Subject to this section and to section 57 of this Act, in
the assessment of every taxpayer who in any income year is

25 a qualifying person, there shall be allowed as a rebate of income

tax,—

“a) Where the amount of the assessable income derived in
the income year by that taxpayer is less than $5,673,
a rebate of an amount equal to 6.5 cents for each

30 complete dollar of the amount of that assessable
income:

“(b) Where the amount of the assessable income so derived
amounts to or exceeds $5,673 and does not exceed
$6,094, a rebate of the amount of $368.68 increased

35 by 3 cents for each complete dollar, of the amount
of that assessable income, that exceeds $5,672:

“(c) Where the amount of the assessable income so derived
exceeds $6,094 and does not exceed $12,000, a
rebate of the amount of $381.34:

40 “(d) Where the amount of the assessable income so derived
exceeds $12,000 and does not exceed $14,600, a
rebate of the amount of $381.34 diminished by 13.5
cents for each complete dollar, of the amount of
that assessable income, that exceeds $12,000:

45  ‘“e) Where the amount of the assessable income so derived
exceeds $14,600, a rebate of the amount of $30.36
diminished by 5.5 cents for each complete dollar of
that excess.”

Sig 2



6 Income Tax Amendment

(6) Subsection (4) of this section shall apply with respect to the
tax on income derived in the income year commencing on the
1st day of April 1985 and in every subsequent year.

(7) Subsection (5) of this section shall be deemed to have been
repealed on the 1st day of April 1985.

7. Rebate in certain cases for housekeeper—(1) Section
54 (2) of the principal Act (as amended by section 14 (8) of the
Income Tax Amendment Act 1982) is hereby further amended
by omitting from paragraph (a) the expression “31c”, and
substituting the expression “33c”.

(2) Notwithstanding anything in the principal Act, section
54 (2) of that Act (as so amended) shall, in respect of the tax
on income derived in the income year that commenced on the
1st day of April 1984, apply as if, for the expression “33¢” in
paragraph (a}ﬁ) (as substituted by subsection (1) of this section),
there were substituted the expression “32c”.

(8) Section 14 (3) {a) of the Income Tax Amendment Act 1982
is hereby consequentially repealed.

(4) Subsection (2} of this section shall be deemed to have been
repealed on the 1st day of April 1985.

8. Rebate for support of dependent relatives—(1) Section
55 (1) of the principal Act (as amended by section 42 of the
Income Tax Amendment Act (No. 2) 1977) is hereby further
amended by repealing paragraph (b) of the proviso.

(2) Section 55 (2) of the principal Act (as amended by section
15 of the Income Tax Amendment Act 1982) is hereby further
amended by omitting the expression “31c”, and substituting
the expression “33c”.

(3) Notwithstanding anything in the principal Act, section
55 (2) of that Act (as so amended) shall, in respect of the tax
on income derived in the income year that commenced on the
1st day of April 1984, apply as if, for the expression “33c” (as
substituted by subsection (2) of this section), there were
substituted the expression “32¢”.

(4) Section 15 (2) of the Income Tax Amendment Act 1982
is hereby consequentially repealed.

(5) Subsection (3) of this section shall be deemed to have been
repealed on the 1st day of April 1985.

9. Rebate in respect of gifts of money and payment of
school fees—(1) Section 564 (4) of the principal Act (as inserted
by section 9 (1) of the Income Tax Amendment Act (No. 2) 1977
and amended by section 16 (1) of the Income Tax Amendment
Act 1982) is hereby further amended by omitting from
paragraph (a) the expression “31 percent”, and substituting the
expression “83 percent”.
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Income Tax Amendment 7

(2) Notwithstanding anything in the principal Act,
section 564 (4) of that Act (as so inserted and amended) shall,
in respect of the tax on income derived in the income year
that commenced on the 1st day of April 1984, apply as if, for

5 the expression “33 percent” in paragraph (a) (as substituted by

10

subsection (1) of this section), there were substituted the
expression “32 percent”. )

3) Section 16 (1) (a) of the Income Tax Amendment Act 1982
is hereby consequentially repealed.

(4) Subsection (2) of this section shall be deemed to have been
repealed on the 1st day of April 1985.

10. Special exemption in respect of life insurance
premiums, and other specified contributions—(1) Section
59 (1) of the principal Act is hereby amended by inserting, in

15 their appropriate alphabetical order, the following definitions:
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Designated superannuation scheme’ means—

“(a) A superannuation scheme which is approved
or deemed to be approved for the time being by the
Government Actuary under Part II of the
Superannuation Schemes Act 1976 and which is
classified by him as—

“4) A non-subsidised employee  pension
superannuation scheme; or

“i) A subsidised employee pension
superannuation scheme; or

“(ii) A subsidised employee lump sum
superannuation scheme; or
“(iv) A personal pension superannuation scheme:
“(b) The Government Superannuation Fund:
Policy of pension insurance’ means a policy of life
insurance, in relation to a taxpayer, pursuant to
which—

“(a) No benefits are payable or distributable other
than in respect of a life assured under that policy
and other than by way of—

“(i) Benefits that are required to be paid or
distributed by way of a (g)ension
commencing on or after the date on
which that life assured attains the age of
60 years and continuing for the li%e of
the taxpayer or of a spouse or child of
that taxpayer: :

“(ii) Benefits payable or distributable as a result
of the death of that life assured; and

€6 €



8 Income Tax Amendment

“(b) No benefits are payable or distributable as the
result of the death of a life assured other than by
way of—

“@) A return of such portion of the premiums
paid in respect of the assurance of that 5
life as was for the purpose of securing
the payment of a pension dependent on
the life of the taxpayer or of a spouse or
child of that taxpayer:

“(ii) A payment of such portion of each bonus 10
declared in respect of that policy as is
attributable to the portion referred to in
subparagraph (i) of this paragraph:

“ ‘Specified medical fund’ means—

‘“(a) Any insurance fund, of a friendly society, which 15
provides benefits solely in respect of personal
accident, disease, sickness, or expenses consequent
on death; or

“(b) Any fund which provides benefits solely in
respect of personal accdent, disease, sickness, or 20
expenses consequent on death, and which is approved
by the Commissioner for the purposes of this
section:”’.

(2) Section 59 (8) of the principal Act (as amended by section
42 (2) of the Income Tax Amendment Act 1980) is hereby 25
further amended by inserting, after the words “policy of life
insurance”, the words “(being a policy of life insurance other
than a policy of life insurance that is a policy of pension
insurance) entered into on or before the 8th day of November
1984 or a policy of pension insurance (whenever entered into)”. 30

(8) Section 59 of the principal Act (as so amended) is hereby
further amended by repealing subsection (4), and substituting
the following subsection:

‘“(4) For the purpose of assessing income tax every taxpayer,
other than an absentee, who in any income year is a 35
contributor for the benefit of the taxpayer or a spouse or child
of the taxpayer to—

“(a) A specified fund (not being a designated superannuation

scheme and not being a specified medical fund) of
which the taxpayer was a member on or before the 40
8th day of November 1984; or

“(b) A designated superannuation scheme; or
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“(c) A specified medical fund—
and makes, in that income year, contributions to, as the case
may be, that specified fund or that designated superannuation
scheme or that specified medical fund, shall be entitled to a

-deduction by way of special exemption from his assessable

income for that income year of the amount of those
contributions.” .

(4) Section 59 of the principal Act (as so amended) is hereby

further amended by adding the following subsection:

“(8) For the purposes of this section—

“(a) A policy of life insurance or a policy of pension insurance
shall be deemed to have been entered into on
whichever of the following dates is the earliest:

“@i) The date on which the first payment of the
whole or any part of the premium payable under
that policy of life insurance or that policy of pension
insurance was received from the taxpayer by the
life insurance company which effected that policy
of life insurance or that policy of pension insurance:

“(ii) The date on which the proposal which forms
the basis of that policy of life insurance or that policy
of pension insurance was unconditionally accepted
by the life insurance company by which that policy
of life insurance or that policy of pension insurance
was effected:

“(iii) The date on which the proposal which
formed the basis of that policy of life insurance or
that policy of pension insurance was, contingent
only on the health of a life assured (being the
taxpayer or the spouse or a child of the taxpayer),
accepted by the life insurance company by which
that policy of life insurance or that policy of pension
insurance was effected:

“(b) Where a taxpayer who is a member of a specified fund
has, in the course of securing that membership,
made any contribution to that specified fund at any
time before the securing of that membership, the
taxpayer shall be deemed to have been a member
of that specified fund at the time at which that
contribution was made.”

11. Income derived from use or occupation of land—
(1) Section 74 (2) (b) of the principal Act (as amended by section
12 of the Income Tax Amendment Act (No. 2) 1982) is hereby
further amended by repealing the second and third provisos,
and substituting the following provisos:
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“Provided also that a person who carries on a forestry
business on any land in New Zealand shall, in calculating the
assessable income derived by him in any income year, be
entitled to deduct any expenditure incurred on or after the
9th day of November 1984 by him in that business in that 5
income year, being expenditure which is not deductible
otherwise than under this section,—

“@) In the planting or the maintaining of trees on the land;

or

‘(i) By way of rent, rates, land tax, insurance premiums, or 10
other like expenses; or

“(iii) By way of interest on money borrowed and employed
as capital for the purposes of that business:

“Provided further that in any case where—

“@i) Expenditure of a capital nature is incurred in the 15
acquisition or construction, on or after the 1st day
of April 1975, of plant or machinery by a person;
and

“(ii) That plant or machinery so acquired or constructed is
first used on or after the 1st day of April 1975 by 20
that person primarily and principally in planting or
maintaining trees on the land in New Zealand on
which that person carries on his forestry business
or in preparing or otherwise developing that land
for his forestry operations; and 25

“(iii) Depreciation of any such asset, being plant or
machinery, is caused, on or after the 9th day of
November 1984, by fair wear and tear or by the
fact of the asset becoming obsolete or useless, and
that depreciation cannot be made good by repair,— 30

the Commissioner may, in calculating the assessable income
derived by the person, allow, subject to sections 117 and 168

(4) of this Act, a deduction by way of depreciation in respect

of the asset in respect of which that expenditure of a capital
nature is incurred, in the same manner and to the same extent 35
that he would allow a deduction by way of depreciation in
respect of that asset if it were plant or machinery of any of
the kinds referred to in section 108 (1) or in paragraph (a) or
paragraph (b) of section 112 (2) of this Act.” ]

(2) Section 74 (3) of the principal Act is hereby amended— 40

(a) By inserting, after the words “with standing timber

thereon” the words “, except to the extent that that
timber is timber comprised in ornamental or
incidental trees,”: .

(b) By repealing the proviso. 45

(8) Section 74 (34) of the principal Act (as inserted by section
47 (1) of the Income Tax Amendment Act (No. 3) 1983) is
hereby amended by repealing the proviso, and substituting the
following proviso:
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“Provided that this subsection shall not apply with respect
to so much of any standing timber included with a sale of land
as consists of timber that is comprised in ornamental or
incidental trees.”

(4) Section 74 of the principal Act (as so amended) is hereby
further amended by repealing subsection (4), and substituting
the following subsection:

“(4) If any question arises under subsection (3) or subsection
(3A) of this section as to whether trees on any land or on part
of any land are of an ornmamental or incdental nature, a
certificate of a duly authorised officer of the Ministry of
Agriculture and Fisheries or of a duly authorised officer of the
New Zealand Forest Service as to the nature of those trees or
a specified area of those trees shall be final and conclusive
evidence thereof for the purposes of that subsection.”

(5) Section 74 of the principal Act (as so amended) is hereby
further amended—

(a) By omitting from subsection (5) the word “‘company”
wherever it occurs, and substituting in each case the
word “person’”:

(b) By repealing subsection (6):

(c) By omitting from subsection (7) the words “section 134
or section 135 or section 213”, and substituting the
words “any other provision”.

(6) The Income Tax Amendment Act (No. 2) 1982 is hereby

consequentially amended by repealing section 12 (1) and (2).

(7) This section shall come into force on the 9th day of

November 1984 and shall apply on and from that date.

12. Tax credit in relation to forestry expenditure—
(1) Section 74A (as inserted by section 24 of the Income Tax
Amendment Act 1980) is hereby amended by repealing the
definition of the expression “qualifying deduction”, and
substituting the following definition:

“ ‘Qualifying deduction’, in relation to a company and to
any income year, means the deduction to which the
company is entitled in respect of that income year
under the third proviso to section 74 (2) (b) of this
Act in respect of an asset in respect of which
expenditure of a capital nature was incurred on or
before the 31st day of March 1983:
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‘“Provided that where the said income year is the
income year in which there occurs the 8th day of
November 1984, the qualifying deduction shall be an
amount calculated in accordance with the following
formula:

——xb
365

where—

a is the number of days in the period
commencing on the first day of that
income year and ending with the 8th
day of November 1984; and

b is the amount which, but for this
proviso, would be the amount of the

ualifying deduction.”

(2) Section 74A (2) of the principal Act (as so inserted) is hereby
amended by inserting, after the words “income year”, the
words “being an income year not later than the income year
in which there occurs the 8th day of November 1984,”.

13. Spreading of income derived from sale of timber
from farms—Section 81 (2) of the principal Act is hereby
amended by inserting, after the words “from the sale”, the
~words “, on or before the 8th day of November 1984,”.

14. Spreading of income derived from sale of timber—
The principal Act is hereby amended by inserting, after section
81 (as amended by section 13 of this Act), the following section:

“81A. (1) For the purposes of this section—

“‘Sale’ includes any disposition by way of a licence or
easement, or the grant of any right of taking any
profits or produce from land; and includes a sale,
and a transfer, of land with standing timber that,
under subsection(8) or, as the case may be,
subsection (3a) of section 74 of this Act, is deemed
to be a sale of timber:

Timber’ includes standing timber.

“(2) Where a taxpayer derives assessable income in any
income year from the sale, on or after the 9th day of November
1984, of timber, the Commissioner may, upon application made
In writing by or on behalf of the taxpayer not later than 12
months after the end of that income year, apportion that
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assessable income between that income year and any number
of preceding income years, not exceeding 3, and in every such
case the amount of assessable income so apportioned to any
income year shall thereupon be deemed to have been derived

5 in that income year and not in any other income year, and
shall be assessable for income tax accordingly.”

15. Certain expenditure on land used for forestry
purposes—(1) The principal Act is hereby amended by
inserting, after section 127, the following section:

10 “127A.(1) For the purposes of this section the expression
‘development plan’, in relation to the business of a taxpayer,
means a plan, project, or scheme which,—

“(a) In the opinion of the Commissioner, has been entered

into by the taxpayer for the purpose of the

15 development or expansion of that business, being
development or expansion involving expenditure of
any of the kinds referred to in subsection (2) of this
section; and

“(b) Upon application in that behalf made in writing by or

20 on behalf of the taxpayer on or before the
terminating date, has been approved in writing by
the Commissioner as a development plan for the
purposes of this section.

‘“(2) Any taxpayer who carries on any forestry business on

25 any land in New Zealand shall, in calculating the assessable
income derived by him from that business, be entitled to deduct
any expenditure incurred, on or after the 9th day of November
1984, in that business in any income year ending on or before
the terminating date in—

30  “(a) The felling, clearing, destruction, or removal of timber,
stumps, scrub, or undergrowth on the land in the
preparation of the land for the planting of trees on
the land:

“(b) The eradication or extermination, to enable the planting

35 of trees on the land, of animal or vegetable pests
on the land:

“(c) The destruction, to enable the planting of trees on the

land, of weeds or plants detrimental to the land:

“(d) The draining of swamp or lowlying lands in the

40 preparation of the land for the planting of trees on
the land:

Sig 3
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“(e) The construction of access tracks or temporary roads to
or on the land and any temporary culverts or
temporary bridges that are necessary for the
purposes of that construction:

“(f) The construction of dams, stopbanks, irrigation or stream
diversion channels, or other improvements for the
purpose of conserving or conveying water for use
on the land or for preventing or combating soil
erosion:

“(g) The repair of flood or erosion damage:

“(h) The sinking of bores or wells for the purpose of
supplying water for use on the land:

“i) The construction of aeroplane landing strips to facilitate
aerial topdressing or disease control work or
firefighting on the land:

“(j) The construction on the land of fences, including the
purchase of wire or wire netting for the purpose of
making new or existing fences rabbit proof:

“(k) The erection on the land of electriccpower lines or
telephone lines:

“Provided that, instead of claiming a deduction for the
income year in which the expenditure is incurred of the total
amount of the expenditure allowable as a deduction under the
foregoing provisions of this subsection, any taxpayer to whom
this subsection applies shall, if he so elects by notice in
accordance with subsection (4) of this section (which election
shall, subject to subsection (5) of this section, be irrevocable), be
entitled to allocate, in such manner as he specifies in the notice,
the whole or any part of that total amount to any one or more
of the 9 income years (being an income year or income years
in which the taxpayer continues to carry on that business) next
succeeding the income year in which the expenditure is
incurred and to deduct the amount so allocated to any such
income year in calculating the assessable income derived by
him from that business in that income year; and any amount
so allocated shall not be allowed as a deduction in calculating
the assessable income derived by the taxpayer from that
business in the income year in which the expenditure is
incurred.

“(3) Where the Commissioner is satisfied that—

“(a) On or before the terminating date a taxpayer has—

“{) Incurred; or

“(ii) Entered into, or taken such preliminary steps
as are necessary for the purpose of entering into,
a binding contract requiring him to incur—
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Income Tax Amendment 15

a substantial part of the expenditure (being
expenditure of any of the kinds referred to in
subsection (2) of this section) included in a
development plan in relation to the business of the
taxpayer; and

“(b) After the terminating date the taxpayer has incurred

such expenditure, being expenditure incurred in
pursuance of that development fplam; and

“(c) The period commencing on the day after the terminating

date and ending with the date on which that
expenditure was incurred did not exceed such
period as, in the opinion of the Commissioner, is
reasonable in the circumstances of the particular
case,—
that expenditure shall be deemed for the purposes of this
section to have been incurred on or before the terminating
date.

“(4) Every notice under the proviso to subsection {2) of this
section by which the whole or any part of the expenditure is
allocated to any one of the 9 income years next succeeding
the income year in which the expenditure was incurred shall
be in writing, and shall be given to the Commissioner within
the time within which the taxpayer is required to furnish a
return of his income for the income year to which the
expenditure is so allocated, or within such further time as the
Commissioner, in his discretion, may allow in any case or class
of cases:

“Provided that where any part of the total amount of the
expenditure is not claimed as a deduction for the income year
in which the expenditure is incurred and is not allocated to
any one or more of the 8 immediately succeeding income years
by an election under that proviso, that part shall be deducted

‘from the income of the ninth income year following the income

year in which the expenditure was incurred.

“(5) Where any taxpayer who has made an election or
elections under the proviso to subsection (2) of this section ceases
to carry on that business before the expiry of the ninth income
year following the income year in which the expenditure as
aforesaid was incurred, the total amount of hat expenditure
or, as the case may be, so much of that total amount as has
not previously been allowed as a deduction shall, as the
taxpayer (or, where the taxpayer is deceased, his personal
representative) elects, either—

“(a) Be allowed as a deduction in calculating the assessable
income derived by the taxpayer from that business
in the income year in which he ceased to carry on
that business; or
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“(b) Be allocated equally to the income year in which that
total amount was incurred and the succeeding
income years in which the taxpayer has continued
to carry on that business, and any amount or, as
the case may be, additional amount so allocated to
any such income year shall be allowed as a
deduction or, as the case may be, a further
deduction in calculating the assessable income
derived by him from that business in that last
mentioned income year.

“(6) Every reference in this section to expenditure incurred
in any income year shall, where the taxpayer furnishes a return
of income under section 15 of this Act for an accounting year
ending with an annual balance date other than the 31st day
of March, be deemed to be a reference to expenditure incurred
in the accounting year corresponding with that income year,
and in every such case this section shall, with any necessary
modifications, apply accordingly.”

(2) The Third Schedule to the principal Act is hereby
amended by inserting, after the item relating to development
expenditure on farming or agricultural land, the following item:

“127A. Development expenditure on forestry .........
31 March 1986.”

16. Forestry encouragement grants—(1) Section 168 of the
principal Act is hereby amended by repealing subsection (4) (as
substituted by section 29 (8) of the Income Tax Amendment
Act (No. 3) 1983), and substituting the following subsection:

“(4) Where a payment to any taxpayer is made under the
regulations,—

“(a) No amount of the expenditure portion (if any) or of the
depreciation portion (if any) of the payment shall
be included in the assessable income of the taxpayer
for the income year in which that payment is made
or any other income year:

“b) In calculating the assessable income derived by the
taxpayer in any income year, no deduction by way
of depreciation in respect of any asset shall be
allowed in relation to the use of that asset in any
period (whether the whole or any part of the income
year) ending on or before the 8th day of November
1984, in any case where the amount of the
depreciation, to which the depreciation portion @(if
any) of the payment relates and on which it is based,
was calculated in relation to that period:
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“(c)In calculating the assessable income derived by the

taxpayer in any income year, the amount of any
deduction by way of depreciation, in respect of any
asset, that, but for this paragraph, would have been
allowable under this Act in relation to the use of
that asset in any period commencing on or after
the 9th day of November 1984 (whether that period
is the whole or any part of the income year), shall,
in any case where the amount of the depreciation,
to which the depreciation portion (if any) of the
payment relates and on which it is based, was
calculated in relation to that period, be reduced by
an amount equal to the said depreciation portion:

“(d) Notwithstanding paragraph (b} and paragraph (c) of this

subsection—

“@) In any case where the said paragraph (b) applies,
the amount of the depreciation last mentioned
therein shall be deemed to be the amount of a
deduction by way of depreciation allowed, under
the third proviso to section 74 (2) (b) of this Act, in
respect of the asset referred to in the said
paragraph (b}:

“(i) In any case where the said paragraph (c) applies,
the amount by which the deduction by way of
depreciation referred to in that paragraph 1s reduced
in accordance therewith shall be deemed to be the
amount of a deduction by way of depreciation
allowed, under the third proviso to section 74 (2) (b)
of this Act, in respect of the asset referred to in the
said paragraph (c):

“(iii) Notwithstanding the third proviso to section
74 (2) (b) of this Act, for the purposes of section 117
of this Act the value of the asset referred to in the
said paragraph (b) or the said paragraph (c) shall be
deemed not to have been reduced by the amount
that, under subparagraph (i) or, as the case may be,
subparagraph (i) of this paragraph is deemed to be
the amount of a deduction by way of depreciation
allowed, under the said third proviso, in respect of
that asset.”

(2) Section 168 of the principal Act is hereby further amended
by repealing subsection (54) (as inserted by section 29 (4) of
the Income Tax Amendment Act (No. 3) 1983), and substituting
the following subsection:
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“(5a) Where, in any income year, a payment to any taxpayer
is made under regulation 5 (1) of the Forestry Encouragement
Grants Regulations 1983 in respect of or in relation to
expenditure incurred before the 9th day of November 1984,
any expenditure of any of the kinds to which the expenditure
portion (if any) of that payment relates and on which that
expenditure portion is based shall, unless, and except to the
extent to which, the amount of that expenditure exceeds two
and two-ninths times the amount of that expenditure portion,
be deemed not to form part of the cost of the timber for the
purposes of section 74 (2) (b) of this Act.”

(3) Section 168 (58) of the princitpal Act (as so inserted) is
hereby amended by inserting, after the words “Forestry

e

Encouragement Grants Regulations 1983”, the words “in

10

relation to expenditure incurred before the 9th day of 15

November 1984,

(4) Section 168 (5B) of the principal Act (as so amended) is
hereby further amended by repealing paragraph (b), and
substituting the following paragraph:

“(b) The expression ‘two and two-ninths’ were the expression

‘one and one-half.”

(5) Section 168 of the principal Act is hereby further amended
by inserting, after subsection (58) (as so inserted and amended),
the following subsection:

“(5¢) Where, in any income year, a payment to any taxpayer
is made under regulation 5 (1) or regulation 5 (2) of the Forestry
Encouragement Grants Regulations 1983 in respect of or in
relation to expenditure incurred on or after the 9th day of
November 1984, the amount of the expenditure portion (if
any) of that payment shall be deemed to be the amount of a
payment to which the provisions of section 169 of this Act
apply.”

(6) Section 169 (1) (a) of the principal Act (as amended by
section 24 (2) of the Income Tax Amendment Act 1979) is
hereby consequentially amended by inserting, after the
expression “168”, the words “(except subsection (5c))”’.

(7) This section shall come into force on the 9th day of
November 1984 and shall apply on and from that date.
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17. New Part XA (relating to national superannuitant
surcharge) inserted—(1) The principal Act is hereby amended
by inserting, after Part X, the following new Part:

“PART Xa
“NATIONAL SUPERANNUITANT SURCHARGE

“336A. Interpretation—For the purposes of this Part of this
Act—
“ ‘Income from employment’ has the same meaning as

mn section 105 (1) of this Act:

National superannuitant’, in relation to any income
year, means a person who receives national
superannuation in the income year; but does not
include a person who receives national
superannuation in accordance with section 16 of the
Social Security Act 1964:

Net national superannuation’, in relation to a national
superannuitant and to any income year, means an
amount calculated in accordance with the following
formula:

[ X33

¢ <

a—(b-—20¢
where—

a is the gross national superannuation which the
national superannuitant received in the income
year; and

b is the amount of the income tax that would have
been payable in respect of the income year if
an assessment had been made under Part IV of
this Act on the taxable income of the national
superannuitant for the income year; and

¢ is the amount of the income tax that would have
been payable in respect of the income year if
an assessment had been made under Part IV of
this Act on the taxable income of the national
superannuitant (other than national
superannuation) as if the national superannuitant
had not received any national superannuation
in the income year:

Other income’, in relation to a national superannuitant
and to any income year, has the meaning specified
in section 3368 of this Act:

“‘Source deduction payment’ does not include a

withholding payment:

€€ <
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“ ‘Specified income’, in relation to a national
superannuitant and to any income year, means all
the income, other than income that consists of source
deduction payments, of the national superannuitant
derived in the income year:

“‘Standard deduction entitlement’, in relation to a
national superannuitant and to any income year,
means—

‘“(a) Where the income from employment of that
national superannuitant in the income year comprises
national superannuation only, $52 or an amount
equal to 2 percent of the national superannuation,
whichever is the less:

“(b) Where the income from employment of the
national superannuitant in the income year exceeds
the gross national superannuation which the national
superannuitant received in the income year by an
amount less than $2,600, an amount equal to 2
percent of the difference between $2,600 and that
excess:

“(c) Where the income from employment of the
national superannuitant in the income year exceeds
the gross national superannuation which the national
superannuitant received in the income year by an
amount equal to or greater than $2,600, nil:

“‘Surcharge code’, in relation to a national

superannuitant, means his surcharge code under
section 336L of this Act:

Surcharge deduction’ means a deduction in respect of

the surcharge made or required to be made under
section 336G or section 3364 or section 336k of this Act.

LC ¢

“336B. Determination of ‘other income’—(1)For the
purposes of this Part of this Act the expression ‘other income’,
in relation to any national superannuitant and to any income
year, means an amount calculated in accordance with the
following formula:

a— (b -9

where—

a is the amount of the taxable income of the national
superannuitant in respect of the income year; and

b is the gross national superannuation which the national
superannuitant received in respect of the income year;
and

c is the standard deduction entitlement of the national
superannuitant in respect of the income year.
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“(2) Notwithstanding subsection (1) of this section, in any case
where a national superannuitant receives national
superannuation in respect of part only of any income year by
reason of—

‘“(a) His national superannuation commencing after the

beginning of the income year; or

“(b) His permanent departure from New Zealand during the

Income year,—
his other income in respect of the income year shall be an
amount calculated in accordance with the following formula:

d—e—g Xf

o + e

where—
d is the amount of his other income determined in
accordance with subsection (1) of this section; and
e is an amount equal to the part of his taxable income, not
including national superannuation, in respect of the
income year that, in the opinion of the Commissioner, is
derived from those sources of income (if any) which he
derived only while he was receiving national
superannuation; and
f is the number of pay days (as defined in section 3 of the
Social Security Act 1964) in respect of which the national
superannuation was payable to him in respect of the
income year; and
g is an amount equal to the part of his taxable income, not
including national superannuation, in respect of the
income year that, in the opinion of the Commissioner, is
derived from those sources of income @f any) which he
derived only while he was not receiving national
superannuation; and
h is the number of pay days (as so defined) in the income
year.
“(3) Where the Commissioner is satished—
“(a) That the other income of a national superannuitant
included income which was received by him within
a reasonable period after the date on which he
became entitled to receive national superannuation;
and
“(b) That the receipt of that income was delayed due to
circumstances beyond the control of the national
superannuitant and would in the ordinary course
have been received by him before that date,—
the Commissioner may determine that, for the purposes of
this Part of this Act, that income was received before that date. .

Sig 4
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“336c. Application of this Part—(1) Notwithstanding
anything in the other Parts of this Act, the national
superannuitant surcharge shall be payable by every national
superannuitant in accordance with this Part of this Act.

“(2) This Part of this Act shall apply to the national
superannuitant surcharge in respect of the other income of
every national superannuitant for the income year commencing
on the 1st day of April 1985 and for every subsequent income
year.

“336D. National superannuitant surcharge imposed—
(1) Every person who, in any income year, is a national
superannuitant shall be liable to pay a special tax by way of
an income tax to be known as the national superannuitant
surcharge at the rate of 25 percent of the amount by which
the other income of that person in that income year exceeds
$5,200.

“(2) Notwithstanding anything in subsection (1) of this section,
where a person is a national superannuitant for part only of
an income year by reason of—

‘“(a) His national superannuation commencing after the

beginning of that income year; or

“(b) The death of that person during that income year; or

“(c) The permanent departure of that person from New

Zealand during that income year,—

that person shall be liable to pay a special tax by way of an
income tax to be known as the national superannuitant
surcharge at the rate of 25 percent of the amount by which
the other income of that person in respect of that part of that
income year exceeds an amount calculated in accordance with
the following formula:

a

b X $5,200

where—

a is the number of pay days (as defined in section 3 of the
Social Security Act 1964) in respect of which the national
superannuation is payable to that person in that income
year; and

b 1s the number of pay days (as so defined) in that income

ear.

“(??; Notwithstanding anything in subsection (1) or subsection (2)
of this section, in no case shall the amount of the national
superannuitant surcharge for which a national superannuitant
is liable in respect of any income year exceed an amount equal
to the net national superannuation of that person in respect
of that income year.
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“336e. Assessment of surcharge—(1) The Commissioner
shall, in respect of any national superannuitant who is
chargeable with the surcharge in respect of any income year,
make an assessment of the amount of the surcharge and that
national superannuitant shall be liable to pay the surcharge so
assessed, except so far as he establishes on objection that the
assessment is excessive or that he is not chargeable with the
surcharge

“(2) Sections 23, 27, and 29 of this Act shall apply, so far as
may be, with respect to every assessment made under this
section as if—

“(a) The expression ‘tax already assessed’ in the said section
23 included the surcharge already assessed under
this section; and

“(b) The expression ‘taxpayer’ in the said sections 23, 27,
and 29 included a national superannuitant who is
chargeable with the surcharge.

“(3) An assessment made under this section shall be subject
to objection in the same manner as an assessment of income
tax levied under section 38 of this Act, and Part III of this Act
shall apply, so far as may be, to an objection to an assessment
made under this section as if the expressions ‘income tax’ and
‘tax’ used in that Part included the surcharge.

“336¥. Election by national superannuitant in respect of
payment of surcharge—(1) A national superannuitant, who
at any time expects that he will, in respect of any income year,
be liable for the surcharge in respect of that income year, shall
make an election in accordance with this section as to the
manner in which the surcharge is to be paid.

‘“(2) Every election made by any national superannuitant
under subsection (1) of this section shall,—

“(a) Where that national superannuitant estimates that his
other income in that income year will consist of
specified income only, be an election that the
surcharge is to be paid—

“() By way of deductions in accordance with
section 336G of this Act from payments of his gross
superannuation made in that income year; or

“(ii) As provisional tax by him in accordance with
section 3361 of this Act:

“(b) Where that national superannuitant estimates that his
other income in that income year will consist of
source deduction payments (other than national
superannuation) only, be an election that the
surcharge is to be paid—
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“() By way of deductions in accordance with
section 336G of this Act from payments of his gross
national superannuation made in that income year;
or

“(i1) By way of deductions from source deduction
payments (other than national superannuation)
made to him in that income year in accordance with
section 3364 of this Act:

“(c) In any other case, be an election that the surcharge is

to be paid—

“) By way of deductions in accordance with
section 3366 of this Act from payments of his gross
national superannuation made in that income year;
or

“(ii) In accordance with section 336K of this Act
both by way of deductions from source deduction
payments (other than national superannuation)
made to him in that income year and as provisional
tax paid by him.

“(3) Where at any time a national superannuitant has made
an election in respect of any income year under subsection (1)
of this section in accordance with, as the case may be, paragraph
{a) or paragraph (b) or paragraph (c) of subsection (2) of this section
and where, subsequent to the making of that election, the
composition of his other income changes so that an election
under subsection {1} of this section should have been made in
accordance with another paragraph of that subsection, the
national superannuitant shall forthwith make a new election
in respect of that income year in accordance with that other

paragraph.

“336G. Surcharge deductions from national
superannuation—(1) This section shall apply only where a
national superannuitant has elected in accordance with paragraph
(a) (i) or paragraph (b) (i) or paragraph (c) (i} of section 336F (2) of this
Act to have the surcharge paid by way of deductions from
payments of his gross national superannuation made in that
income year.

*(2) The Director-General of Social Welfare shall—

“@a) At the time of making any payment of national

superannuation to a national superannuitant, make
a surcharge deduction therefrom of an amount
determined by the Commissioner under section 336H
of this Act; and

“b)Pay every surcharge deduction so made to the

Commissioner in the same manner as if it were a
tax deduction to which Part XI of this Act applies.
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“336H. National superannuitant to estimate other
income—(1) Where, in respect of any income year a national
superannuitant elects in accordance with paragraph (a) (i} or
paragraph (b} (i) or paragraph (c) (i) of section 336F (2) of this Act, to
have the surcharge paid by way of deductions from payments
of his gross national superannuation made in that income year,
he shall provide to the Commissioner, as soon as practicable
after the making of that election, an estimate of the other
income he expects to derive during that income year together
with a statement as to the amount of national superannuation
he expects to receive in that income year.

“(2) For the purposes of providing the Commissioner with
an estimate of his other income and a statement of his expected
amount of national superannuation in accordance with
subsection (1) of this section, a national superannuitant shall
enter that estimate and indicate that amount on a prescribed
form and deliver that form, together with his tax code
declaration, to the Commissioner.

“(3) On receipt of the prescribed form and the tax code
declaration of any national superannuitant under subsection (2)
of this section, the Commissioner shall determine the amount
of the surcharge deduction to be made from future payments
of national superannuation to that national superannuitant,
and shall advise- the Director-General of Social Welfare
accordingly.

“3361. Surcharge paid as provisional tax—(1) This section
shall apply only where a national superannuitant has elected
in accordance with section 336F (2) (a) (ii) of this Act to have the
surcharge paid as provisional tax by him.

“(2) The provisions of Part XII of this Act shall apply, so far
as may be, with respect to a national superannuitant as if the
expression ‘provisional tax’ used in the said Part XII included
any amount payable as the surcharge in accordance with this
Part of this Act, and as if the expression ‘provisional income’
in that Part were, in relation to any income year, a reference
to an amount equal to the expected specified income of that
national superannuitant for that income year reduced by
$5,200:

“Provided that, in respect of the first income year in which
the surcharge is payable by him, a national superannuitant
shall be relieved from his obligation to pay as provisional tax
the surcharge in respect of his expected specified income.

“336]. Surcharge deductions from source deduction
payments—(1) This section shall apply only where a national
superannuitant has elected in accordance with section 336F
(2) (b) (i} of this Act to have the surcharge paid by way of
deductions from source deduction payments (other than
national superannuation) made to him in any income year.
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‘(2) The person by whom any such source deduction
payment is payable shall—
‘(a) At the time of making the source deduction payment,
make a surcharge deduction therefrom of an amount
equal to— 5

“(i) Where the surcharge code is ‘MAJ’, 25 cents
in each dollar of that part of that source deduction
payment as exceeds an amount calculated in
accordance with section 336L (2) of this Act:

“(ii) Where the surcharge code is ‘MIN’, 25 cents 10
in each dollar of the amount of that source
deduction payment; and

“(b)Pay every surcharge deduction so made to the
Commissioner in the same manner as if it were a
tax deduction to which Part XI of this Act applies. 15

“336k. Surcharge deductions from source deduction
payments and surcharge paid as provisional tax—(1) This
section shall apply only where a national superannuitant has
elected in accordance with section 336F (2) (c) (ii) of this Act to
have the surcharge paid both by way of deductions from source 20
deduction payments (other than national superannuation) made
to him in any income year and as provisional tax paid by him.

“(2) Where the total amount of a national superannuitant’s
expected specified income exceeds the total amount of his
expected source deduction payments (other than national 25
superannuation),—

“(a) The surcharge payable in respect of the specified income
shall be calculated on the amount of the expected
specified income reduced by $5,200, and paid as if
it were provisional tax in accordance with section 30
3361 of this Act:

“(b) The surcharge payable in respect of the source deduction
payments (other than national superannuation) shall
be paid in the following manner:

“@i) The surcharge code ‘MIN’ shall be used in 35
respect of every such source deduction payment paid
to him; and

“@ii) The person by whom any such source
deduction payment is made shall make the
surcharge deduction therefrom, and pay the 40
deduction to the Commissioner as if it were a
deduction to which section 3364 (2) of this Act applies.

“(8) Where the total amount of a national superannuitant’s
expected specified income does not exceed the total amount
of his expected source deduction payments (other than national 45
superannuation)—
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“(a) The surcharge payable in respect of the specified income
shall be calculated on the amount of the expected
specified income, and paid as if it were provisional
tax in accordance with section 3361 of this Act:

“(b) The surcharge payable in respect of the source deduction
payments z)ther than national superannuation) shall
be paid in the following manner:

“(i) The surcharge code ‘MAJ’ shall be used in
respect of the largest such source deduction payment
and the surcharge code ‘MIN’ shall be used in
respect of all such other source deduction payments;
and

“@ii) The person by whom any such source
deduction payment is made shall make the
surcharge deduction therefrom, and pay the
deduction to the Commissioner as if it were a
deduction to which section 3364 (2) of this Act applies.

“336L. Application of surcharge codes specified in tax
code declarations—(1) The surcharge code of any national
superannuitant in respect of any source deduction payment
(other than national superannuation) shall be such one of the
following codes as applies to him in respect of that source
deduction payment in accordance with this section, namely:

“(a) ‘MAJ’, signifying a national superannuitant who has no

other source deduction payment exceeding in
amount that source deduction payment:

“(b) ‘MIN’, signifying a national superannuitant who has

another source deduction payment in respect of
which the surcharge code is ‘MA]J’. *

“(2) In calculating the surcharge deduction to be made from
any source deduction payment (other than national
superannuation) made to a national superannuitant, where that
national superannuitant has specified that his surcharge code
is ‘MAJ’ in respect of that source deduction payment, the
amount of that source deduction payment shall, for the purpose
of calculating the surcharge deduction, be reduced by an
amount equal to, where the pay period for that source
deduction payment is a period of—

“(a) One week, the amount of $100:

“(b) Two weeks, the amount of $200:

“c) Three weeks, the amount of $300:

“(d) Four weeks, the amount of $400:

“(e) One month, the amount of $433.34.

“336M. Application of other Parts—Subiject to this Part of
this Act, the other Parts of this Act, as fas as they are applicable
and with any necessary modifications, shall apply with respect
to the surcharge as if it were income tax levied under section
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38 of this Act; but nothing in this Part of this Act shall be so
construed as to include the surcharge in the expressions
‘income tax’ or ‘tax’ for the purposes of Part IV of this Act.”

(2) Section 2 of the principal Act is hereby amended by
inserting, after the definition of the expression “national
superannuation”, the following definition:

“ ‘National superannuitant surcharge’ or ‘surcharge’ means
the national superannuitant surcharge imposed by
section 336D of this Act.”.

(3) Section 57 (1) of the principal Act is hereby amended—

(a) By inserting, after the words “total amount of income

tax”, the words “and national superannuitant
surcharge’

(b) By adding the words “and that surcharge”.

(4) Section 356 (1) of the principal Act (as amended by
section 13 of the Income Tax Amendment Act 1980 and section
21 (1) of the Income Tax Amendment Act 1982) is hereby
further amended by inserting, after paragraph (aa), the
following paragraph:

“(ab) The employee did not derive—

“(i) Income from national superannuation; and
“G1) Income from other sources in excess of
$5,200; and”.

(5) This section shall come into force on the day on which
this Act receives the Governor-General’s assent and shall apply
on and from that day.

18. Basic rates of income tax for life insurance
companies and trustees of superannuation category 2
schemes for income year that commenced on 1 April
1984—The First Schedule to the principal Act is hereby
amended by omitting from clause 2a of Part A (as inserted by
section 42 (1) of the Income Tax Amendment Act (No. 2) 1982)
and also from clause 9A of that Part (as inserted by section
42 (2) of the Income Tax Amendment Act (No. 2) 1982) the
expression “31c”, and substituting in each case the expression
“32¢”.

19. Basic rates of income tax for life insurance
companies and trustees of superannuation category 2
schémes for income year commencing on 1 April 1985
and subsequent years—(1) The First Schedule to the principal
Act is hereby amended by omitting from clause 2A of Part A
and also from clause 9a of that Part the expression “32¢” (as
substituted by section 18 of this Act), and substituting in each
case the expression “33c”.
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(2) Subsection (1) of this section shall apply with respect to the
tax on income derived in the income year commencing on the
1st day of April 1985 and in every subsequent year.

20. Basic rates of income tax, incorporating temporary
surtax, for individuals and certain other taxpayers for
income year that commenced on 1 April 1984—(1) The First
Schedule to the principal Act is hereby amended by repealing
Part B (as substituted by section 12 (1) of the Income Tax
Amendment Act (No. 2) 1983), and substituting the new Part B
set out in the First Schedule to this Act.

(2) The Income Tax Amendment Act (No. 2) 1983 is hereby
consequentially amended by repealing sections 12 and 13 and
the First, Second, and Third Schedules.

21. Basic rates of income tax for individuals and certain
other taxpayers for income year commencing on 1 April
1985 and subsequent years—(1) The First Schedule to the
principal Act is hereby amended by repealing on the 1st day
of April 1985 Part B (as substituted by section 20 of this Act),
and substituting on that date the new Part B set out in the
Second Schedule to this Act.

(2) Subsection (1) of this section shall apply with respect to the
tax on income derived in the income year commencing on the
1st day of April 1985 and in every subsequent year.

(3) Section 20 of this Act and the First Schedule to this Act
shall be deemed to have been repealed on the 1st day of April
1985.

22. Basic rates of income tax, incorporating temporary
surtax, for individuals and certain other taxpayers for
income year commencing on 1 April 1985 and subsequent
years—(1) Notwithstanding section 21 of this Act, the principal
Act shall be deemed to have effect as if the First Schedule
thereto had been amended by repealing Part B (as substituted
by that section), and substituting the new Part B set out in the
Third Schedule to this Act.

(2) This section shall apply with respect to the tax on income
derived in the income year commencing on the Ist day of
April 1985 and in every subsequent year.

23. Basic tax deductions—(1) The Second Schedule to the
principal Act (as substituted by section 45 (1) of the Income
Tax Amendment Act (No. 2) 1977) is hereby amended by
omitting from clause 3 (as substituted by section 26 (1) of the

Sig 5
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Income Tax Amendment Act 1982 and amended by section
14 (1) of the Income Tax Amendment Act (No. 2) 1983) the
expression “$664” in both places where it occurs, and
substituting in each case the expression “$648”.

(2) The Second Schedule to the principal Act (as so
substituted) is hereby further amended by repealing clause 6
(as amended by section 14 (2) of the Income Tax Amendment
Act (No. 2) 1983), and substituting the following clause:

“6. Payments of secondary employment earnings—From
every payment that is secondary employment earnings in
respect of which the employee has delivered to the employer
a tax code declaration pursuant to section 344 of this Act and
specifying the tax code ‘Sec’, the basic tax deduction shall be
an amount calculated on the amount of the payment at the
rate of 33¢c per $1.”

(8) The Second Schedule to the principal Act (as so
substituted) is hereby further amended by repealing clause 7
(as substituted by section 26 (3) of the Income Tax Amendment
Act 1982), and substituting the following clauses:

“7. Payments to shearers—From every payment of salary
or wages for employment as a shearer, the basic tax deduction
shall be an amount calculated on the amount of the payment
at the rate of 25¢ per $1.

“7A. Payments to shearing shed hands—From every
payment of salary or wages for employment as a shearing shed
hand, the basic tax deduction shall be an amount calculated
on the amount of the payment at the rate of 20c per $1.”

(4) The Second Schedule to the principal Act (as so
substituted) is hereby further amended by omitting from clause
9 (as amended by section 14 (3) of the Income Tax Amendment
Act (No. 2) 1983) the expression “31.5¢”, and substituting the
expression “33c¢”.

5) The Second Schedule to the principal Act (as so
substituted) is hereby further amended by repealing
Appendix A (as substituted by section 14 (4) of the Income Tax
Amendment Act (No. 2) 1983), and substituting the new
Appendix A set out in the Fourth Schedule to this Act.

(6) The Income Tax Amendment Act 1982 is hereby
consequentially amended by repealing section 26 (3) and the
Fifth Schedule.

(7) The Income Tax Amendment Act (No. 2) 1983 is hereby
consequentially amended by repealing section 14 (2), (3), and
(4), and the Fourth Schedule.
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(8) Subsections (1), {2), and (5) of this section shall apply with
respect to every tax deduction from payments of salary or
wages for every pay period ending on or after the 1st day of
December 1984.

5 (9) Subsection (3) of this section shall apply with respect to all
payments made for any pay period ending on or after the Ist
day of April 1985. )

(10) Subsection (4) of this section shall apply with respect to
every tax deduction from every payment of an extra

10 emolument made on or after the 1st day of December 1984.
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SCHEDULES

FIRST SCHEDULE
Section 20

NEW PART B OF FIRST SCHEDULE TO PRINCIPAL ACT
“PART B
Rates Referred to in Paragraph (b) of Clause 9 or Clause 10 of Part A

The rate of tax for

On so much of the income as— every $1 shall be—
Cents
Does not exceed $6,000 .. .. 20.00
Exceeds $6,000 but does not exceed 324 000 .. 32.00
Exceeds $24,000 but does not exceed $25,000 .. 41.06
Exceeds $25,000 but does not exceed $30,000 .. 45.10
Exceeds $30,000 but does not exceed $38,000 .. 56.10
Exceeds $38,000 .. .. .. .. .. 66.00”

SECOND SCHEDULE
Section 21

NEW PART B OF FIRST SCHEDULE TO PRINCIPAL ACT
“PART B
Rates Referred to in Paragraph (b) of Clause 9 or Clause 10 of Part A

The rate of tax for

On so much of the income as— every $1 shall be—
Cents
Does not exceed $6,000 .. .. 20.0
Exceeds $6,000 but does not exceed $25 000 .. 33.0
Exceeds $25,000 but does not exceed $30,000 .. 41.0
Exceeds $30,000 but does not exceed $38,000 .. 51.0
Exceeds $38,000 . .. .. .. .. 60.0”

THIRD SCHEDULE
Section 22

NEW PART B OF FIRST SCHEDULE TO PRINCIPAL ACT
“PART B
Rates Referred to in Paragraph (b) of Clause 9 or Clause 10 of Part A

The rate of tax for

On so much of the income as— every $1 shall be—
Cents

Does not exceed $6,000 .. .. 20.0

Exceeds $6,000 but does not exceed $25 OOO .. 33.0

Exceeds $25,000 but does not exceed $30,000 . 45.1

Exceeds $30,000 but does not exceed $38,000 .. 56.1

Exceeds $38,000 .. e .. 66.0”
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Section 23 (5)

FOURTH SCHEDULE

NEW APPENDIX A TO SECOND SCHEDULE TO PRINCIPAL ACT

“APPENDIX A

TAX DEDUCTIONS FROM PAYMENTS FOR WEEKLY PAY PERIODS
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FOURTH SCHEDULE—continued

“APPENDIX A—continued
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