INCOME TAX AMENDMENT BILL (NO. 2)

EXPLANATORY NOTE
Turs Bill amends the Income Tax Act 1976.
Clause 1 relates to the Short Title.

Clause 2: Subclause (1) amends section 125 of the principal Act which
provides for a 100 percent deduction for certain capital expenditure incurred
in the carrying on of any business in New Zealand for the purposes of energy
conservation.

This amendment provides for a deduction for a new motorcar equipped to
use compressed natural gas and acquired on or after 1 January 1981. The
deduction is to be $1,000 where not more than one storage cylinder is incor-
porated in the vehicle and $1,400 where more than one is incorporated.

Subclauses (2) and (3) make consequential amendments to section 110
of the principal Act, which provide for an upper limit for the amount on
which the depreciation may be claimed in respect of motorcars, to take into
account any amount which has been allowed as a deduction under section

125.

Clause 3 substitutes a new scale of tax rates for the 1980/81 income year,
taking into account the combined effect of the present scale and the new
scale to apply from the 1981/82 income year.

Clause 4 substitutes the new scale of tax rates to apply from the 1981/82
income year.

Clause 5 substitutes new tables for basic tax deductions. The new tables
are to apply with respect to every tax deduction from payments of salaries
and wages made in respect of any period ending on or after 1 February 1981.

Clause 6 inserts a new Horowhenua area in the Sixth Schedule to the
Act for the purposes of regional investment allowance.
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Hon. Mr Templeton

INCOME TAX AMENDMENT (NO. 2)

ANALYSIS
Title 4. Basic rates of income tax for
1. Short Title individuals and certain other
2. Certain expenditure. relating to taxpayers for income year com-
energy conservation mencing on 1 April 1981 and
3. Basic rates of income tax for subsequent income years
individuals and certain other 5. Basic tax deductions
taxpayers for income year that 6. Regional  investment allowance
commenced on 1 April 1980 Schedules

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,

5 as follows:

1. Short Title—This Act may be cited as the Income Tax
Amendment Act (No. 2) 1980, and shall be read together
with and deemed part of the Income Tax Act 1976% (herein-
after referred to as the principal Act).

10 2. Certain expenditure relating to energy conservation—

(1) Section 125 of the principal Act (as substituted by section

21 of the Income Tax Amendment Act (No. 2) 1977) is

hereby amended by inserting in the definition of the expres-

sion “qualifying expenditure” in subsection (1) (as substituted

15 by section 28 of the Income Tax Amendment Act 1978 and

amended by section 57 of the Income Tax Amendment Act
1979), after paragraph (e), the following paragraph:

“(f) Any expenditure of a capital nature incurred, on or

after the 1st day of January 1981, in the carrying
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on by any taxpayer of any business in New Zea-
land, in the acquisition of a new road vehicle (being
a motorcar within the meaning of section 2 (1) of
the Transport Act 1962), in the manufacture and
assembling of which there has been incorporated
equipment which enables that road vehicle to burn
and be powered by compressed natural gas
indigenous to New Zealand:

“Provided that in no case shall the amount of
expenditure which is qualifying expenditure under
this paragraph exceed—

“(i) Where that equipment includes not more
than one storage cylinder for the storage in that
road vehicle of such compressed natural gas,
$1,000:

“(i1) Where that equipment includes more than
one storage cylinder for the storage in that road
vehicle of such compressed natural gas, $1,400:”.

(2) Section 110 (1) of the principal Act is hereby amended
by inserting, before the definition of the expression “motor-
car”, the following definition:

“ ‘Expenditure’, in relation to the acquisition of a motor-
car by a taxpayer in any income year, means the
amount of the capital expenditure incurred by that
taxpayer in the acquisition of that motorcar, reduced
by the amount (if any) that, in relation to that
motorcar, 1s,—

“(a) For the purposes of section 125 of this Act,
qualifying expenditure of the kind referred to in
paragraph (f) of the definition of the expression
‘qualifying expenditure’ in subsection (1) of that
section; and

“(b) Allowed as a deduction, pursuant to section
125 (2) of this Act, in calculating the assessable
income derived by that taxpayer in that income
year:”.

(3) Section 110 (6) of the principal Act (as amended by
section 23 (1) of the Income Tax Amendment Act 1978) is
hereby amended by repealing paragraph (a), and substituting
the following paragraph:

“(a) The expenditure incurred in the acquisition of the

replacement motorcar:”.

3. Basic rates of imcome tax for individuals and certain
other taxpayers for income year that commenced on 1 _April
1980—(1) In respect of the tax on income derived in the
income year that commenced on the 1st day of April 1980,
the principal Act shall be deemed to have effect as if the First
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Income Tax Amendment (No. 2) 3

Schedule thereto had been amended by repealing Part B,
and substituting the new Part B set out in the First Schedule
to this Act.

(2) The Income Tax (Annual) Act 1980 is hereby amended
by inserting in section 2, after the words “the Income Tax
Amendment Act (No. 2) 1979”, the words “and section 3 (1)
of the Income Tax Amendment Act (No. 2) 1980”.

4. Basic rates of income tax for individuals and certain
other taxpayers for income year commencing on 1 April
1981 and subsequent income years— (1) The First Schedule
to the principal Act is hereby amended by repealing Part B
(as substituted by section 2 (1) of the Income Tax Amend-
ment Act (No. 2) 1979), and substituting the new Part B set
out in the Second Schedule to this Act.

(2) The Income Tax Amendment Act (No. 2) 1979 is
hereby consequentially amended by repealing section 2 and
the First Schedule thereto.

(3) This section shall come into force on the 1st day of
April 1981, and shall apply with respect to the tax on income
derived in the income year commencing on that date and in
every subsequent year.

5. 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 the expression “$350” (as substituted by section
3 (2) of the Income Tax Amendment Act (No. 2) 1979) in
both places where it occurs, and substituting in each case the
expression “$387”.

(2) The Second Schedule to the principal Act (as so
substituted) is hereby further amended by repealing Appen-
dix A (as substituted by section 3 (1) of the Income Tax
Amendment Act (No. 2) 1979), and substituting the new
Appendix A set out in the Third Schedule to this Act.

(3) The Income Tax Act (No. 2) 1979 is hereby conse-
quentially repealed.

(4) This section shall apply with respect to every tax
deduction from payments of salaries and wages for every

pay period ending on or after the 1st day of February 1981.

6. Regional  investment allowance—(1) The  Sixth
Schedule to the principal Act is hereby amended by inserting,
after the item relating to the Wanganui regional develop-
ment priority area, the following item:

“Horowhenua area: comprising the
county of Horowhenua and the
boroughs of Levin, Otaki, and
Kapin ... . .. 157,
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(2) The Sixth Schedule to the principal Act is hereby
consequentially amended—

(a) By omitting from the item relating to the Manawatu
area the words “and Horowhenua (excluding the
Waikanae community of Horowhenua)”:

(b) By omitting from the item relating to the Wellington
area the words “and the Waikanae community of
Horowhenua County”.

(3) This section shall apply to plant or machinery (being
plant or machinery to which section 119 of the principal Act 10
applies) that was acquired, installed, extended, or leased on
or after the 1st day of April 1981.

SCHEDULES

Section 3 (1) FIRST SCHEDULE
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 every
$1 shall be—
On so much of the income as—
Cents
Does not exceed $5,000 ... ... ... .. 14.5
Exceeds $5,000 but does not exceed $11,683 ... .. 35.0
Exceeds $11,683 but does not exceed $16,266 .. 48.0
Exceeds $16,266 but does not exceed $22,000 ... 55.0
Over $22,000 .. ... .. .. . 60.0”
Section 4 (1) SECOND SCHEDULE
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 f}(l)r1 e\{;ery
1 1
On so much of the income as— B1 shall be—
Cents

Does not exceed $5,500
Exceeds $5,500 but does not exceed $12,600 ... .. 35.0
Exceeds $12,600 but does not exceed $17,600

Exceeds $17,600 but does not exceed $22,000
Over $22,000
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THIRD SCHEDULE

5 (2)

NEW APPENDIX A TO SECOND SCHEDULE TO PRINCIPAL ACT

ection

S

“APPENDIX A
Tax DepucTioNs FroMm PAYMENTS FOR WEEKLY PERIODS
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