LAND AND INCOME TAX AMENDMENT BILL

EXPLANATORY NOTE
Ths Bill amends the Land and Income Tax Act 1954,

Clause I relates to the Short Title.

Clause 2 provides that the Bill, except where otherwise provided therein,
will apply with respect to tax on income derived in the income year that
commenced on 1 April 1968, and in every subsequent year.

Clause 3 inserts a definition of “relative” in section 2 of the principal Act.
A relative of a person is defined as being any other person connected with
him by blood, marriage, or adoption. For the purposes of the definition—

(a) Persons are connected by blood relationship if within the fourth degree

of relationship.

(b) Persons are connected by marriage if married to each other or if one
is married to a person connected by blood relationship (as defined
in (a)) to the other.

(c) Persons are connected by adoption if one has been adopted by the
other or by a person who is within the third degree of relationship
to the other.

(d) Illegitimate relationship is equivalent to legitimate relationship.

Clause 4 extends the definition of the term “dividends” for the purposes
of the principal Act to include, in the case of a proprietary company, any
non-deductible expenditure of the company (other than donations) the henefit
of which is enjoyed by a shareholder, the spouse of a shareholder, or any
trust under which a shareholder or the spouse of a shareholder is a beneficiary.

This clause arises from a recommendation in the report of the Taxation
Review Committee (in this explanatory note referred to as the Ross Com-
mittee). See paras. 635 and 656, on p. 261, and recommendation 3, on p. 262,
of the report.

Copies of the report and of the supplementary report of the Committee have
been laid before Parliament. See Parliamentary Papers B. 18 and B. 18a.

Clause 5: Section 24 of the principal Act provides that the Commissioner
may not alter an assessment so as to increase the amount of tax after a period
of 4 years has elapsed from the end of the year in which the assessment was
made, except where the Commissioner is satisfied that the taxpayer has made
fraudulent or wilfully misleading returns of income or has omitted all mention
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of income which is of a particular nature or was derived from a particular
source, In these excepted cases, the Commissioner may alter an assessment so
as to increase the amount of tax at any time up to 10 years from the end of
the year in which the assessment was made.

This clause re-enacts section 24 in an amended form, and removes the
10-year time limit in the excepted cases mentioned, enabling the Commissioner
to alter an assessment at any time so as to increase the amount of tax.

A consequential amendment is made to section 233 In respect of penal

tax assessments.
This clause gives effect to a recommendation of the Ross Committee. See

p. 7 of its supplementary report.

Clause 6: Under section 35 (f) of the principal Act a taxpayer has no right
of objection with respect to any matter which by any provision of Part VII
is left to the discretion, judgment, opinion, approval, consent, or determination
of the Commissioner.

This clause excludes from the operation of section 35 (f) any deter-
mination of the Commissioner under section 181 (issue of assessment to
person carrying on business in New Zealand where the Commissioner is satis-
fied that he is carrying on business as an agent), section 187 (liability as agent
in respect of income from company debentures), and section 194 (liability
of agent of absentee landlord, mortgagee, or other creditor), and a taxpayer
will accordingly have a right of objection in such cases.

This clause arises from a recommendation on p. 422 of the report of the
Ross Committee.

Clause 7 increases the ordinary exemption for land tax purposes from
$12,000 to $60,000, reducible by $1 for every $1 of value in excess of $60,000
until the exemption disappears altogether at $120,000. At present the exemp-
tion disappears at $24,000. As the ordinary exemption will now always exceed
the mortgage exemption allowable under the existing provisions, these latter
provisions are consequentially repealed.

Clause 8 is a consequential amendment to section 848 (4) of the principal
Act (relating to a special exemption in respect of gifts of money to certain
organisations) which should have been made when the scope of the qualifying
gifts was extended by section 6 of the Land and Income Tax Amendment Act
(No. 2) 1967 to include gifts made to the Commonwealth Foundation. The
amendment is retrospective to the passing of that Act.

Clause 9 inserts a new section 88 in the principal Act relating to the taxa-
tion of a lump sum payment received by way of a retiring allowance by a full-
time employee on his retirement. At present, under the proviso to section 83
{1) (b), 5 percent of such a payment is assessable income, and the balance
is not taxable.

The new section 888 provides as follows:

(a) Except where the taxpayer retired before reaching the “appropriate
retiring age” (as defined in subsection (3)), such a payment is
assessable income to the extent of 5 percent of the amount of the
payment provided it does not exceed the amount of the “specified
sum” (as defined in subsection (3)). Where it exceeds that amount,
the payment is assessable income to the extent of 5 percent of the
specified sum plus the full amount by which the amount of the pay-
ment exceeds the specified sum.
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(b) The term “appropriate retiring age” is defined in subsection (3) as being
60 years of age in the case of a male taxpayer, 55 years of age in the
case of a female taxpayer, or any earlier age that the Commissioner
considers reasonable, having regard to the nature of the employment
and the general terms of employment in the business or occupation
in which the taxpayer is employed. Provision is made for cases where
a taxpayer retires at an earlier age by reason of serious illness or
permanent disability.

{c) The term “specified sum” is defined in subsection (3) as being 1 year’s
salary calculated as the average of the taxpayer’s annual remunera-
tion for his last 3 years of service in the case of a taxpayer with 10
or more years of service. In the case of taxpayers with less than 10
years of service, a proportionate reduction is made. Subsection (2)
defines the method of calculating the specified sum in the case of a
taxpayer who retires more than once.

(d) Subsection (4) extends the provisions of this section to redundancy
payments as if they were retiring allowances.

{(e) Subsection (5) excludes from these provisions payments to the classes
of persons specified in the subsection.

(f) Subsection (6) re-enacts the existing provisions of section 88 (2) of the
principal Act that the provisions as to the taxation of retiring allow-
ances do not apply to Regular armed forces gratuities payable under
the pay code in operation before 1 September 1965.

This clause arises from recommendations 3 and 4, so far as they relate
to employees, on pp. 215 and 216 of the Report of the Ross Committee.

Clause 10: By section 98 (4) of the principal Act, the value of any trading
stock of any taxpayer to be taken into account at the end of any income
year shall be, at the option of the taxpayer, its cost price, its market selling
value, or its replacement cost.

This clause enables a taxpayer who is the holder of a grape wine licence
under Part IV of the Sale of Liquor Act 1962 or a licence to distil spirits under
Part I of the Distillation Amendment Act 1959 to adopt a standard value in
respect of wine, brandy, or whisky held as a reserve stock for maturity pur-
poses, instead of the value provided for in section 98 (4). The clause follows
the general pattern of section 98 relating to the adoption of a standard value
for livestock.

Clause 11 is a consequential amendment to the definition of “aggregable
income” in section 104 of the principal Act which should have been made
when a new section 105 of that Act was substituted for the original section 105
by section 4 (1) of the Finance Act (No. 2) 1967. The term “prescribed
period” is now defined in subsection (4) of the new section 105, and not
in subsection (6).

Clause 12: re-enacts in an amended form section 111 of the principal Act,
relating to the right of a taxpayer to deduct expenditure or loss incurred
in the production of assessable income.

The new section provides that in calculating a taxpayer’s assessable income
for an income year there may be deducted from his total income any expendi-
ture or loss to 'the extent to which it is incurred in gaining or producing
that assessable income or is necessarily incurred in carrying on a business
for the purpose of gaining or producing that assessable income.
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This clause arises from a recommendation of the Ross Committee. See
p. 196 of its report.

Clause 13 amends various provisions in the principal Act, so that the Com-
missioner may allow a deduction for depreciation where he is satisfied that
complete and satisfactory accounts have been kept, without the requirement
that sufficient depreciation must have been provided for in those accounts.

The provisions affected are—

(a) Section 113 (deductions for repair, maintenance, and depreciation}.

{(b) Section 1138 (depreciation allowance on plant, machmery, and equip-

ment used for scientific research).

(c) Section 113p (depreciation allowance on expenditure in relation to

fishing boats).

(d) Section 114a (depreciation allowance on plant and machinery and on

accommodation for employees).

This clause gives effect to a recommendation of the Ross Committee. See
p- 254 of its report.

Clause 14 amends section 1144 of the principal Act, which enables a taxpayer
to claim a special depreciation allowance of 20 percent, in addition to ordinary
depreciation rates, in respect of-—

(a) Plant or machmery or buildings for the accommodation of employees
of the taxpayer. At present, the plant or machinery must be acquired,
installed, or extended, and the building for employees must be
acquired, erected, or extended, not later than 31 March 1969.

(b) New farm buildings, or new extensions (other than residences). At
present, the buildings must be erected or extended not later than
31 March 1969.

(c¢) Certain facilities installed in hotels not later than 31 March 1969.

The allowance may also apply to firm plans made before the
expiry date and carried out within a reasonable time thereafter.

This clause extends the time in each case for a further year, until 31 March
1970.

Clause 15 will enable a company engaged in New Zealand in the business
of killing and processing stock for export to claim, in addition to ordinary
depreciation, a special depreciation allowance in respect of the cost of erecting
a new building or extensions to an existing building wholly to provide, for the
purposes of the business, storage for meat or meat products in a frozen state.
The allowance will be at the rate of 20 percent of the cost of the building or
extensions spread over 4 years from the date on which the building or exten-
sions are first used. The building or extensions must generally be completed on
or after 1 April 1968 and before 1 April 1972, Section 1144, of which the new
provisions form part, also provides that the allowances may be claimed when
the building or extensions are not completed before 1 April 1972 but are
completed within a reasonable time after that date pursuant to a development

plan approved by the Commissioner.

Clause 16: By section 114a of the principal Act, a special depreciation
allowance may be claimed in respect of new, or extensions to existing, farm
buildings {other than residential buildings) and on employee accommodation.
The allowance that may be claimed is 20 percent of the cost price, and is
additional to an allowance for ordinary depreciation. Provision is made for
the spread of the 20 percent allowance over 4 or 5 years.
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By section 116a of the principal Act, an initial depreciation allowance at
the same rate, but with no spread, may be claimed, as an alternative to a
special depreciation allowance under section 1144, in respect of the same
classes of buildings.

This clause combines the two forms of depreciation and allows a taxpayer
to claim a special depreciation allowance under section 1144, with the option
of claiming the whole deduction in respect of the income derived from the
business during the year in which the building is first used.

This clause gives effect to a recommendation of the Ross Committee. See
p- 252 of its report.

Clause 17: Section 117c¢ of the principal Act enables a taxpayer to claim
a special investment allowance on new or secondhand plant, machinery,
and buildings and extensions of buildings for redevelopment projects on
the West Coast of the South Island. The plant, machinery, or buildings
must be acquired or installed by the taxpayer not later than 31 March 1969.

The allowance is—

(a) Ten percent in the case of plant or machinery acquired or installed after
16 June 1966 unless a binding contract for its acquisition or installa-
tion had been entered into on or before that date. In the latter case
the allowance is 20 percent:

(b) Twenty percent in the case of buildings or extensions of buildings.

This clause extends the qualifying period for a further year, until 31 March
1970.

Clause 18 amends section 119p of the principal Act, which enables a tax-
payer engaged in any farming or agricultural business to claim a deduction
in respect of—

(a) Expenditure incurred on development work (such as eradicating pests,
clearing timber, scrub, stumps, and weeds, and the preparation of
land for farming or agriculture).

(b) Expenditure incurred not later than the income year ending with
31 March 1969 on other development work (such as drainage,
farm-access roads and tracks, irrigation, new fencing, and construc-
tion of landing strips).

(c) Expenditure incurred on or after 1 April 1965 and not later than
the end of the income year ending with 31 March 1969, on the
erection on the land of electric-power lines and telephone lines.

(d) Expenditure incurred on or after 1 April 1966 and not later than the
end of the income year ending with 31 March 1969 on the con-
struction of feeding platforms, feeding yards, plunge sheep dips,
or self-feeding ensilage pits.

The taxpayer is entitled to elect to allocate the whole or any part of the
expenditure to any one or more of the 3 income years succeeding the income
year in which the expenditure is incurred.

This clause extends the time referred to in paragraphs (b), (c), and (d)

of this note for a further year, until the end of the income year ending with
31 March 1970.
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Clause 19 inserts a new section 1196 in the principal Act enabling a taxpayer
engaged in the business of rock oyster farming to claim a deduction in respect
of expenditure incurred in the acquisition and preparation of spatting sticks,
the construction and erection of structures for the holding of spatting sticks
during spat catching and maturing, and the construction of fences, without
limit as to amount. The expenditure must be incurred after 31 March 1968
and not later than 31 March 1970.

The taxpayer will be entitled to elect to allocate the whole or any part of the
expenditure deductible under this section, in such manner as he thinks fit, to
any one or more of the 5 income years succeeding the income year in which
the expenditure is incurred.

A taxpayer who embarks on a development project which extends over a
number of years may claim the special deduction in certain cases in respect of
expenditure incurred after the end of the qualifying period. In order to
qualify under this provision—

(a) The taxpayer must, during the qualifying period, have incurred a
substantial part of that expenditure in pursuance of the development
plan or entered into, or taken the necessary preliminary steps for
the purpose of entering into, a binding contract requiring him to
incur a substantial part of that expenditure; and

{b) The expenditure incurred after the expiry of the qualifying period
must have been incurred in pursuance of that development plan, and
must be of a kind which would have qualified for a deduction if it
had been incurred during the qualifying period; and

{c) The interval between the expiry of the qualifying period and the
incurring of the further expenditure must be reasonable in the
circumstances; and

(d) The plan must be one approved by the Commissioner as a development
plan for the purposes of section 1196 on application made by the
taxpayer before the expiry of the qualifying period.

Clause 20 inserts a new section 121a in the principal Act providing that
where any taxpayer is the lessee of land used by him in connection with his
business and a premium was paid on the grant or renewal of the lease, a
deduction may be allowed in respect of that premium in calculating the
assessable income derived by the taxpayer from that business.

The premium that may be deducted is spread over the term of the lease.
In the case of a lease acquired by transfer, the deduction is limited to the
balance of the premium in respect of the remaining term of the lease or the
amount paid by the transferee, whichever is the less, spread over the remaining
term of the lease.

This clause gives effect to a recommendation of the Ross Committee. See
p- 207 of its report.

Clause 21 inserts a new section 123a in the principal Act providing that
dues paid under the Chatham Islands Dues Regulations 1951 (S.R. 1951/204)
may be claimed as a deduction where the dues are levied on goods which are
imported into or exported from the Chatham Islands for business purposes.

Dues allowed as a deduction may not be taken into account in calculating
the cost of goods for the purpose of any other deduction (such as depreciation)
under the principal Act in respect of those goods.

This clause gives effect to a recommendation of the Ross Committee. See
p- 35 of its Supplementary Report, Parliamentary Paper B. 18a.
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Clause 22 inserts a new section 128p in the principal Act providing that a
taxpayer may claim as a deduction any lump sum payment made by way
of a retiring allowance to a full-time employee of the taxpayer. This will not
apply where the employee retires before attaining the appropriate retiring age
(as defined in section 888 (3) of the principal Act, inserted by clause 9 of
this Bill), nor will it apply to the following payments—

(a) A payment by the taxpayer to his or her spouse or where the taxpayer
is a proprietary company, to any shareholder or to the spouse of
any shareholder:

(b) A payment made to any relative (other than the spouse) of the tax-
payer, or, where the taxpayer is a proprietary company, of any
shareholder, unless the relative was a bona fide full-time employee
of the taxpayer and the determination of the amount of the payment
was not influenced by the fact that the employee was a relative of
the taxpayer or, as the case may be, of the shareholder in the
proprietary company.

The new section 1288 also extends to redundancy payments.

In the new section 1288 “relative” has the meaning defined in section 2
of the principal Act (inserted by clause 3 of this Bill).

This clause arises from recommendations 3 and 4, so far as they relate
to employers, on pp. 215 and 216 of the report of the Ross Comiuittee.

Clause 23 amends section 1294 of the principal Act enabling a taxpayer
to claim a special deduction in relation to export-market development or
tourist-promotion expenditure. At present, the taxpayer may deduct one and
a half times the amount of any such expenditure incurred during the period
commencing 1 April 1962 and ending 31 March 1969.

This clause extends the qualifying period under section 129a for a further
3 years, until 31 March 1972.

Clause 24: By section 1298 of the principal Act, a taxpayer may claim a
deduction in respect of income derived from the increased exports of goods.
The deduction is available only in respect of goods which have been exported
by the taxpayer and have been sold or disposed of by him and which were
owned by the taxpayer at the time of the sale or disposal, and is available
in respect of all such goods exported, with certain exceptions specified in the
definition of the term “export goods” in section 1298 (1).

The excess exports for an income year are ascertained in relation to a base
period which is defined as the first 3 of the 5 income years immediately
preceding the income year, and the amount of a deduction for the current
income year is 15 percent of the increase in export sales. No deduction is at
present provided for beyond the current income year.

This clause extends the provisions for a further 3 years, and will apply
to income derived from the increased exports of goods during the income
years commencing 1 April 1969, 1 April 1970, and 1 April 1971.

Clause 25: By section 137 (2) of the principal Act, a taxpayer who incurs
a loss in an income year is entitled to carry forward the amount of that
loss and set it off against assessable income derived during the next six
succeeding income years. Any loss carried forward is to be set off, as far
as possible, against the income of the first succeeding income year, and so
on, until the loss is completely set off against assessable income or the six-year
period has expired. If any balance remains at the end of the six-year period,
the right to set it off is lost.
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This clause repeals subsection (2), and replaces it with new subsections (2)

to (2p) providing as follows: _ ) )

(a) The new subsection (2) removes the present six-year limitation period.
This gives effect to a recommendation of the Ross Committee on
p- 201 of its report.

(b) Subsection (2a) re-enacts the existing provision that a loss may not
be carried forward if, had a profit been made from the transaction,
the amount of the profit would not have been assessable income.

(c) Subsection (2B) brings into section 137 a provision at present in section
94 (2) of the principal Act that where the amount of any debt
incurred by the taxpayer has been taken into account in calculating
any loss, and the debt is subsequently remitted, the relief under section
137 is to be reduced by the amount of the debt remitted. The provi-
sion has been extended to include cancelled as well as remitted debts.

(d) Subsection (2c) is a new provision. It provides that where a taxpayer
pays a debt which had been previously cancelled or remitted, the
amount paid may be allowed as a deduction in the income year in
which the payment is made. By virtue of subsection (2p) (b) of
section 137, this will include any subsequent voluntary payment made
by a bankrupt or debtor of any debt from which he has been released
under the Bankruptcy Act 1908 or the Insolvency Act 1967, or, in
the case of a company, of any debt from which it has been released
under the Companies Act 1955,

(e) Subsection (2p) is an interpretation provision.

Clause 26 re-enacts in an amended form section 145 of the principal Act,
relating to the taxation of profits of a mutual association. At present, subject to
special provisions in the case of co-operative dairy, milk marketing, and pig
marketing companies, a mutual association is assessable in respect of its
retained income but not in respect of income rebated to its members, whether
that income was derived from transactions with its members or with non-
members. Income which is rebated to a member (whether derived from trans-
actions with members or non-members) is assessable income of the member
to the extent that the rebates are granted in respect of transactions in relation
to a business conducted by him, but is not assessable if the transactions are
of a non-business nature.

The effect of the new section 145 is that a mutual association will continue
to be assessable in respect of income retained by it, and will also be assessable
in respect of profits derived from trading with non-members. As at present,
rebates granted to a member in respect of transactions in relation to a business
conducted by him will be assessable income of the member, but rebates in
respect of transactions of a non-business nature will not be assessable.

Where the mutual association is a company, rebates satisfied by the issue of
shares (whether fully or partly paid up) or the giving of credit in respect of
the whole or part of the amount unpaid on shares will not be a bonus issue
for the purposes of the principal Act.

The provisions of this clause that rebates, to the extent that they are made
from profits from transactions with non-members, will not be allowable as a
deduction to the mutual association arise from recommendation No. 1 on
p. 322 of the report of the Ross Committee.
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Clause 27: By the proviso to section 41 of the Income Tax Assessment Act
1957, a taxpayer whose only provisional income is small investment income
consisting of interest, dividends, or rents not exceeding $100 is not required
to pay provisional tax. This clause re-enacts that proviso, increasing that
amount to $200 in respect of the year that commenced 1 April 1968 and
subsequent years.

Clause 28 corrects two incorrect references in section 14 (4) of the Land
and Income Tax Amendment Act 1961.

Clause 29 repeals a number of spent provisions in the principal Act. They
all relate to deductions in respect of certain classes of expenditure incurred
before various dates, all of which are now past.

Subclauses (2) to (4) are consequential amendments. Subclause (2) inserts
in section 113 of the principal Act some definitions that appear in one of the
sections being repealed and are referred to in section 113.
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2 Land and Income Tax Amendment

A BILL INTITULED
An Act to amend the Land and Income Tax Act 1954

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

1. Short Title—This Act may be cited as the Land and
Income Tax Amendment Act 1968, and shall be read together
with and deemed part of the Land and Income Tax Act 1954%*
(hereinafter referred to as the principal Act).

2. Application—FExcept 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 first day of April,
nineteen hundred and sixty-eight, and in every subsequent

year.

3. Meaning of “relative”—(1) Section 2 of the principal
Act is hereby amended by inserting, after the definition of the
term “public authority”, the following definition:

“‘Relative’, in relation to any person, means any other
person connected with the first-mentioned person by
blood relationship, marriage, or adoption; and in-
cludes a trustee for a relative; and for the purposes of
this definition—

“(a) Persons are connected by blood relationship
if within the fourth degree of relationship:

“(b) Persons are connected by marriage if one is
married to the other or to a person who is
connected by blood relationship to the other:

“(c) Persons are connected by adoption if one has
been adopted as the child of the other or as
a child of a person who is within the third
degree of relationship to the other:

“(d) Illegitimate relationship is equivalent to legiti-
mate relationship:”.

(2) The principal Act is hereby consequentially amended—

(a) By omitting from the definition of the term “nominee”

in subsection (5) of section 3 the words “and in-
cludes the husband or wife of that person and any
relative of that person by blood, marriage, or
adoption”, and substituting the words “and in-
cludes any relative of that person”:

*Reprinted 1967, Vol. 3, p. 1749
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(b) By repealing the definition of the term “relative” in
subsection (4) of section 105 (as substituted by
section 4 (1) of the Finance Act (No. 2) 1967):

(c) By repealing subsection (3) of section 106:

(d) By repealing the definition of the term ‘“relative” in
subsection (3) of section 107:

(e) By repealing subsection (1) of section 139.

4. Meaning of expression “dividends” extended—Section 4
of the principal Act is hereby amended by inserting, after
subsection (1), the following subsection :

“(1A) Without limiting the generality of subsection (1)
of this section, for the purposes of this Act the expression
‘dividends’, in relation to any shareholder in any proprietary
company, shall be deemed to include any expenditure of the
company (other than a donation) the benefit of which is
CI’l_]OYCd by—

“(a) That shareholder; or
(b) The spouse of that shareholder (the spouse not being
a shareholder); or
“(c) Any trust under which that shareholder is a bene-
ficiary; or
(d) Any trust under which the spouse of that shareholder
(the spouse not being a shareholder) is a bene-
ficiary,—
not being expenditure which is deductible, pursuant to any
provision of this Act, in calculating the assessable income of
the company:

“Provided that where, pursuant to the foregoing provisions
of this subsection, more than one shareholder of the company
is deemed to derive the same dividend, the dividend shall be
apportioned ratcably among those shareholders in proportion
to the paid up value of the interest of each of those share-
holders in the share capital of the company.”

<<

5. Limitation of time for amendment of assessment—
(1) The principal Act is hereby further amended by repealing
section 24, and substituting the following section:

“24. (1) When any person has made returns and has been
assessed for land tax or income tax for any year, it shall not
be lawful for the Commissioner to alter the assessment so as
to increase the amount thereof after the expiration of four
years from the end of the year in which the assessment was
made.
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“(2) Notwithstanding the provisions of subsection (1) of
this section, in any case where, in the opinion of the Commis-
sioner, the returns so made are fraudulent or wilfully mis-
leading or, in the case of returns of income, omit all mention
of income which is of a particular nature or was derived from
a particular source, and in respect of which a return is required
to be made, it shall be lawful for the Commissioner to alter
the assessment at any time so as to increase the amount
thereof.”

(2) Section 4 of the Land and Income Tax Amendment
Act 1955 is hercby conscquentially repealed.

(3) Section 233 of the principal Act is hereby amended by
repealing subsection (3), and substituting the following sub-
section:

“(3) It shall be lawful for the Commissioner to make or
amend an assessment of penal tax at any time.”

(4) Subsection (1) of section 24 of the principal Act (as
substituted by subsection (1) of this section) shall apply to
any assessment made on or after the first day of April, nine-
teen hundred and sixty-four, and in cvery subsequent year.

(5) Subsection (2) of the said section 24 and subsection (2)
of this section shall apply to any assessment made on or after
the first day of April, nineteen hundred and fifty-eight, and in
every subsequent year.

(6) Subsection (3) of this section shall apply to any assess-
ment of penal tax, or any amendment thereof, which relates
to the deficient tax for the year of assessment that com-
menced on the first day of April, nineteen hundred and fifty-
eight, or.for any subsequent year.

6. Rights of objection by taxpayers—Section 35 of the
principal Act (as substituted by section 2 (1) of the Land
and Income Tax Amendment Act 1960) is hereby amended
by inserting in paragraph (f), after the words “Part VII”, the
words “(except sections 181, 187, and 194)”.

7. Increased exemptions from land tax—(1) Section 54
of the principal Act is hereby amended by repealing para-
graphs (a) and (b) of subsection (1), and substituting the
following paragraphs:

“(a) Where that value does not exceed sixty thcusand

dollars, a deduction of sixty thousand dollars:
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“(b) Where that value exceeds sixty thousand dollars, a
deduction of sixty thousand dollars diminished at
the rate of one dollar for every dollar of that excess,
so as to leave no deduction when that value amounts
to or exceeds one hundred and twenty thousand
dollars.”

(2) Section 54 of the principal Act is hereby further

amended by repealing subsections (2) to (4).

(3) The following enactments are hereby consequentially

repealed:

(a) Section 10 of the Maori Purposes Act 1943:

(b) The Land and Income Tax Amendment Act 1957.

(4) This section shall apply with respect to the tax for the

year of assessment that commenced on the first day of April,
ninetecen hundred and sixty-eight, and for every subsequent
year.

8. Special exemption in respect of gifts of money—
(1) Section 848 of the principal Act (as inserted by section 4
of the Land and Income Tax Amendment Act (No. 2) 1962)
is hereby amended by omitting from paragraph (a) of sub-
section (4) (as substituted by section 22 (3) of the Land and
Income Tax Amendment Act 1964) the words “paragraphs
(a) to (i) of”.

(2) This section shall be deemed to have come into force on
the fifth day of September, nineteen hundred and sixty-seven
(being the date of the passing of the Land and Income Tax
Amendment Act (No. 2) 1967), and shall apply with respect to
the tax on income derived in the income year that commenced
on the first day of April, nineteen hundred and sixty-seven, and
in every subsequent year.

9. Retiring allowances payable to employees—(1) The
principal Act is hereby further amended by inserting, after
section 88a (as inserted by section 12 of the Land and Income
Tax Amendment Act 1964), the following section:

“888. (1) Subject to the provisions of this section, where any
payment is made in a lump sum by way of a bonus, gratuity,
or retiring allowance in respect of the full-time employment
or service of a taxpayer on the occasion of his retirement from
that employment or service, and the Commissioner is satisfied
that the taxpayer did not retire from that employment or
service before attaining the appropriate retiring age, the pay-
ment shall, notwithstanding the provisions of paragraph (b)
of section 88 of this Act, be deemed to be assessable income
of the taxpayer to the following extent only:
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“(a) Where the amount of the payment does not exceed
the specified sum, five percent of the amount of
the payment:

“(b) Where the amount of the payment exceeds the speci-
fied sum, the total of— 5

“(i) Five percent of so much of the amount of
the payment as is equal to the specified sum; and

“(ii) The amount by which the payment exceeds
the specified sum.

“(2) Where any payment of the kind referred to in sub- 10

section (1) of this section is made to a taxpayer, and a further

payment of that kind is made to him on the occasion of his
retirement from any subsequent employment or service, then,
for the purposes of subsection (1) of this section, any period
of employment or service, and any remuneration in respect 15
thereof, before the date of his earlier retirement shall be dis-
regarded in calculating the specified sum in relation to his
subsequent retirement.
“(3) For the purposes of this section—

“ ‘Appropriate retiring age’ means— 20

“(a) Not less than sixty years of age in the case of
a male taxpayer; or

“(b) Not less than fifty-five years of age in the case
of a female taxpayer; or

“(c) Such earlier age as the Commissioner considers 25
reasonable having regard to the nature of
the taxpayer’s employment or service or
the general terms of employment in the
business or occupation in which the taxpayer
was employed; or 30

“(d) The age at which the taxpayer retired in the
case of retirement by reason of his or her
serious illness or permanent disability:

“ ‘Specified sum’ means—

“(a) In any case where the taxpayer has completed 35
ten years or more of service in the employ-
ment or service, an amount equal to one-
third of the total remuneration of the
taxpayer from that employment or service
in respect of his services in that employment 40
or service in the period of three years imme-
diately preceding the date of his retirement:
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“(b) In any other case, an amount calculated in
accordance with the following formula:
a
— X b
3 10
Where—

a is the number of complete years of
service of the taxpayer in that employ-
ment or service; and

10 b is an amount equal to one-third of the
total remuneration of the taxpayer
from that employment or service in
respect of his services in that employ-
ment or service in the period of three

15 years immediately preceding the date
of his retirement.

“(4) Where the Commissioner is satisfied that any tax-
payer has ceased to be employed in any full-time employ-
ment or service by reason of redundancy or other similar

0 circumstances, then, for the purposes of this section,—

“(a) Any payment made to him in a lump sum on the
occasion and by reason of his ceasing to be so
employed shall be deemed to be a retiring allow-
ance paid on the occasion of his retirement from

25 that employment or service; and

“(b) The taxpayer shall be deemed to have attained the
appropriate retiring age on the date on which he
ceased to be so employed and to have retired from
that employment or service on that date.

30 “(5) This section shall not apply to any bonus, gratuity, or

retiring allowance which—

“(a) Is paid by a company pursuant to its articles of
association to any of its directors; or

“(b) Is paid by the employer to his or her spouse, or, where

35 the employer is a proprietary company, to any

shareholder or the spouse of any shareholder; or

“(c) Is paid by the employer to any relative (other than the
spouse) of the employer, or, where the employer
is a proprietary company, to any relative (other

40 than the spouse) of any shareholder, unless the

Commissioner is satisfied, in either case, that—
“(i) That relative was a bona fide full-time
employee of that employer; and
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“(ii) The determination of the amount of the
payment was not influenced by the fact that the
employee was a relative of that employer or of
that shareholder, as the case may be.

“(6) This section shall not apply to—

“(a) Any gratuity granted or paid pursuant to the Navy
Act 1954 to a member of the Royal New Zealand
Navy:

“(b) Any gratuity granted or paid pursuant to the New
Zealand Army Act 1950 to a member of the Regular
Force:

“(c) Any gratuity granted or paid pursuant to the Royal
New Zealand Air Force Act 1950 to a member of
the Regular Air Force or of the Regular Section of
the Women’s Royal New Zealand Air Force,—

being in each case a payment designated as a gratuity in the
regulations, notice, order, instructions, or other instrument of
authority pursuant to which it is payable.”
(2) Section 88 of the principal Act is hereby amended—
(a) By repealing the proviso to paragraph (b) of sub-
section (1):

(b) By repealing subsection (2) (as added by section 7 (1)
of the Land and Income Tax Amendment Act
(No. 2) 1965).

(3) Section 2 of the Income Tax Assessment Act 1957 is
hereby amended by omitting from the definition of the term
“extra emolument” in subsection (1) the words “paragraph
(b) of section 88 of the principal Act to be income” wherever
they occur, and substituting in each case the words “subsection
(1) of section 888 of the principal Act to be assessable in-
come.”

(4) Section 7 of the Land and Income Tax Amendment
Act (No. 2) 1965 is hereby consequentially amended by
repealing subsections (1) and (2).

10. Standard values for maturing stocks of wine, brandy,
and whisky—Section 98 of the principal Act is hereby
amended by inserting, after subsection (8), the following sub-
sections:

“(8a) Notwithstanding anything to the contrary in subsec-
tion (4) of this section, where any taxpayer, or any person
acting on behalf of the taxpayer, is the holder of a grape wine
licence granted under Part IV of the Sale of Liquor Act 1962
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or of a licence to distil spirits granted under Part I of the
Distillation Amendment Act 1959, and the assets of the tax-
payer include trading stock, being—

“(a) Wine; or

“(b) Brandy; or

“(c) Whisky—
which is manufactured in New Zealand and is held as reserve
stock for maturity purposes, the taxpayer may, with the con-
currence of the Commissioner, adopt and fix a standard value
in respect of that trading stock or in respect of any class of that
trading stock:

“Provided that in any case where a standard value has been
so fixed, the taxpayer may adopt or the Commissioner may
require the adoption of the true value instead of the standard
value, or the taxpayer may, with the concurrence of the Com-
missioner, adopt another standard value instead of the
standard value fixed as aforesaid:

“Provided also that the adoption of a standard value, or
the adoption of the true value instead of a standard value, or
any alteration in the standard value as herein provided shall
first take effect at the end and for the purposes of the income
year or other period to which any return of assessable income
relates.

“(8B) Notwithstanding anything to the contrary in the
foregoing provisions of this section, the executor or adminis-
trator of any deceased taxpayer to whom at the date of his
death subsection (8a) of this section applied shall, in the
return of mcome for the period ending with the date of death
of the deceased taxpayer, adopt as the value of all trading
stock on hand at the date of death the value of that trading
stock as determined for the purposes of the Estate and Gift
Duties Act 1955, unless he elects in respect of any class of
trading stock to which that subsection applied to adopt instead
thereof a lower standard value, being—

“(a) The standard value last adopted by the deceased tax-

payer under subsection (8A) of this section; or

“(b) A new standard value, being higher than the standard

value referred to in paragraph (a) of this sub-
section,—
in which event the standard value so adopted in respect of
any such class of trading stock shall be deemed to have been
adopted with the concurrence of the Commissioner, and shall
be taken into account for the purpose of calculating the assess-
able income derived by the deceased taxpayer for the period

2
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ending with the date of his death and (subject to the pro-
visions of subsection (8a) of this section) for the purpose of
calculating the assessable income derived by the executor or
administrator for any period or periods after the date of the
death of the deceased taxpayer. In any case in which a
standard value is adopted under this subsection, the amount
of income tax (if any) required to be allowed as a debt under
section 9 of the Estate and Gift Duties Act 1955 in respect
of the income of the deceased taxpayer for the period ending
with the date of his death shall be calculated in accordance
with this subsection:

“Provided that no election may be made under this sub-
section unless the appropriate licence referred to in sub-
section (8A) of this section is held by or on behalf of the
executor or administrator.

“(8¢) In any case where a deceased taxpayer to whom at
the date of his death subsection (8a) of this section applied
was at that date a member of a partnership whose trading
stock comprised in whole or in part trading stock to which
that subsection applied, and the executor or administrator of
the deceascd taxpayer carries on the business in partnership
with the surviving partner or partners, subsection (8B) of this
section shall, with the necessary modifications, apply for the
purpose of calculating the assessable income derived from the
partnership by the dececased taxpayer or by his executor or
administrator:

“Provided that the executor or administrator may not elect
to adopt any standard value unless that standard value was in
force under subsection (8a) of this section for the purposes of
the partnership at the date of death of the taxpayer, or is
adopted by the executor or administrator and the other
partner or partners for the purposes of the partnership.”

11. Aggregation of incomes of husband and wife—(1) Sec-
tion 104 of the principal Act (as substituted by section 14 (1)
of the Land and Income Tax Amendment Act 1960) is
hereby amended by omitting from subparagraph (ii) of para-
graph (a) of the definition of the term “aggregable income”
in subsection (1) the words “subsection (6)”, and substituting
the words “subsection (4)”.

(2) This section shall be deemed to have come into force
on the twenty-fourth day of November, nineteen hundred and
sixty-seven (being the date of the passing of the Finance Act

(No. 2) 1967).
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12. Expenditure or loss incurred in production of assessable
income—The principal Act is hereby further amended by
repealing section 111, and substituting the following section:

“111. In calculating the assessable income of any taxpayer,

3 any expenditure or loss to the extent to which it—

“(a) Is incurred in gaining or producing the assessable

income for any income year; or

“(b) Is necessarily incurred in carrying on a business for the

purpose of gaining or producing the assessable
10 income for any income year—
may, except as otherwise provided in this Act, be deducted
from the total income derived by the taxpayer in the income
year in which the expenditure or loss is incurred.”

13. Deduction for depreciation not conditional on amount
15 of provision in taxpayer’s accounts—(1) The principal Act is
hereby further amended by omitting the words “or that
sufficient depreciation has been provided for in the taxpayer’s
accounts” from each of the following provisions of that Act:
(a) Subsection (2) of scction 113 (as amended by sec-
20 tion 10 (b) of the Land and Income Tax Amend-
ment Act (No. 2) 1967) :
(b) Subsection (3) of section 1138 (as inserted by section 8
of the Land and Income Tax Amendment Act
(No. 2) 1963) :
25 (c) Subsection (3) of scction 113p (as inserted by section 11
of the Land and Income Tax Amendment Act
(No. 2) 1967):
(d) Paragraph (b) of subsection (4) of section 114a (as
substituted by section 7 of the Land and Income
30 Tax Amendment Act (No. 2) 1962).
(2) Section 10 of the Land and Income Tax Amendment
Act (No. 2) 1967 is hereby consequentially amended by
repealing paragraph (b).

14. Special depreciation allowance on plant and machinery,

35 on certain facilities installed in hotels, and on certain build-
ings—(1) Section 114a of the principal Act (as substituted

by section 7 of the Land and Income Tax Amendment Act
(No. 2) 1962) is hereby amended by omitting from para-
graph (a) and from paragraph (b) of subsection (1) (as
40 amended by section 12 (1) of the Land and Income Tax
Amendment Act (No. 2) 1967), and also from subsection (14)
(as inserted by section 28 (4) of the Land and Income Tax



12 Land and Income Tax Amendment

Amendment Act 1964 and amended by section 12 (1) of the
Land and Income Tax Amendment Act (No. 2) 1967), and
also from subsection (1B) (as inserted by section 12 (2) of
that last-mentioned Act) the words “nineteen hundred and
sixty-nine”, and substituting in each case the words “nineteen
hundred and seventy”.

(2) Section 12 of the Land and Income Tax Amendment
Act (No. 2) 1967 is hereby consequentially amended by
repealing subsection (1).

15. Special depreciation allowance on certain buildings
erected, altered, or extended by companies engaged in killing
and processing stock for export— (1) Section 1144 of the prin-
cipal Act (as so substituted) is hereby further amended by
inserting, after subsection (1B) (as inserted by section 12 (2)
of the Land and Income Tax Amendment Act (No. 2) 1967),
the following subsection:

“(1BB) Where the Commissioner is satisfied that any com-
pany engaged in New Zealand in the business of killing and
processing stock for export has, on or after the first day of
April, nineteen hundred and sixty-eight, and before the first
day of April, nineteen hundred and seventy-two, erected a new
building wholly to provide, for the purposes of that business,
storage for meat or meat products in a frozen state, he may,
in his discretion, subject to section 117 of this Act, in calcu-
lating the assessable income derived by the company from
that business allow, in addition to the depreciation allowed as
a deduction under section 113 of this Act, such deduction by
way of special depreciation in accordance with this section as
he thinks fit.”

(2) Section 1144A of the principal Act (as so substituted) is
hereby further amended by inserting in subsection (6) (as
substituted by section 12 (5) of the Land and Income Tax
Amendment Act (No. 2) 1967), after the definition of the
term “‘private”, the following definition:

“ ‘Stock’ has the same meaning as in the Meat Act 1964:”.

(3) Section 114a of the principal Act (as so substituted) is
hereby further amended by inserting in the definition of the
term “the relevant provision of this section” and also in the
definition of the term “the specified terminating date” in sub-
section (6) (as so substituted), after the words ‘“or sub-
section (1B)"” in each definition, the words “or subsection
(1BB)”.
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16. Alternative special depreciation allowance on certain
buildings—(1) Section 114a of the principal Act (as so sub-
stituted) is hereby further amended by adding to subsection
(3) the following paragraph:
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“(c) Notwithstanding the provisions of paragraph (b) of

this subsection, where the asset consists of—
“(i) Any building that has been acquired or
erected on or after the first day of April, nineteen
hundred and sixty-two, by a taxpayer engaged in
any business in New Zealand, including any farm-
ing or agricultural business, for the purpose of
providing accommodation for any person employed
by the taxpayer in connection with that business,
and which has been used for that purpose; or
“(i1) Any new building (not being a building

to provide accommodation for any person) that has
been erected on or after the first day of April, nine-
teen hundred and sixty-four, by a taxpayer engaged
in any farming or agricultural business in New Zea-
land and is to be used wholly for the purposes of
that business, and which has been used for those
purposes,—
the whole of the deduction shall, where the tax-
payer so elects, be allowed in respect of the income
derived by the taxpayer from the business during
the income year in which the building is first so
used.”

(2) The following enactments are hereby consequentially

repealed:

(a) Section 116A of the principal Act (as inserted by section
6 of the Land and Income Tax Amendment Act
1961) :

(b) Section 6 of the Land and Income Tax Amendment
Act 1961:

(c) Section 8 of the Land and Income Tax Amendment Act
(No. 2) 1962:

(d) Section 30 of the Land and Income Tax Amendment

Act 1964:
(e) Section 15 of the Land and Income Tax Amendment
Act (No. 2) 1967.

(3) The principal Act is hereby consequentially amended—

(a) By omitting from subsection (8) of section 117c (as
inserted by section 13 of the Land and Income Tax
Amendment Act (No. 2) 1963) the words “or sec-
tion 116A”:
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(b) By omitting from paragraph (a) of section 119¥ (as
inserted by section 23 of the Land and Income Tax
Amendment Act 1965) the words “and initial
depreciation under section 116A of this Act”.

17. Investment allowance on plant, machinery, and
buildings for use in redevelopment projects in the West Coast,
South Island—(1) Section 117c¢ of the principal Act (as
inserted by section 13 of the Land and Income Tax Amend-
ment Act (No. 2) 1963) is hereby amended by omitting from
paragraph (a) and from paragraph (b) of subsection (2)
(which paragraphs were substituted by section 33 (2) of the
Land and Income Tax Amendment Act 1964 and amended
by section 16 (1) of the Land and Income Tax Amendment
Act (No. 2) 1967) the words “nineteen hundred and sixty-
nine” wherever they occur, and substituting in each case the
words “nineteen hundred and seventy”’.

(2) Section 16 of the Land and Income Tax Amendment
Act (No. 2) 1967 is hereby consequentially amended by
repealing subsection (1).

18. Deduction of certain expenditure on land used for
farming or agricultural purposes—(1) Section 119p of the
principal Act (as inserted by section 16 (1) of the Land and
Income Tax Amendment Act (No. 2) 1963) is hereby
amended by omitting from paragraph (b) of subsection (1)
(as amended by section 17 (1) of the Land and Income Tax
Amendment Act (No. 2) 1967), and also from paragraph (c)
of that subsection (as inserted by section 22 (2) of the Land
and Income Tax Amendment Act 1965 and amended by
section 17 (1) of the Land and Income Tax Amendment Act
(No. 2) 1967), and also from paragraph (d) of that sub-
section (as inserted by section 21 (2) of the Land and Income
Tax Amendment Act 1966 and amended by section 17 (1)
of the Land and Income Tax Amendment Act (No. 2) 1967),
the words “nineteen hundred and sixty-nine”, and substitut-
ing in each case the words “nineteen hundred and seventy”.

(2) Section 17 of the Land and Income Tax Amendment
Act (No. 2) 1967 is hereby consequentially amended by
repealing subsection (1).

19. Deduction of certain expenditure by rock oyster
farmers— (1) The principal Act is hereby further amended by
inserting, after section 119¥ (as inserted by section 23 of the
Land and Income Tax Amendment Act 1965), the following
section:
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“119¢. (1) Subject to section 119k of this Act, any taxpayer
engaged in the business of rock oyster farming in New Zealand
shall, in calculating the assessable income derived by him from
that business, be entitled to deduct any expenditure incurred
in that business in any income year commencing after the
thirty-first day of March, nineteen hundred and sixty-eight,
and ending not later than the thirty-first day of March, nine-
teen hundred and seventy (hereinafter in this section referred
to as the terminating date), and not deductible otherwise than
under this section, in—

“(a) The acquisition and preparation of spatting sticks; or

“(b) The construction and erection of posts, rails, or other

structures for the holding of spatting sticks during
spat catching and maturing; or

“(c) The construction of fences:

“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, the taxpayer shall, if he
so elects by notice in accordance with subsection (3) of this
section (which election shall, subject to subsection (4) 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 five income years (being
a year or 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 year; and any
amount so allocated shall not be allowed as a deduction in
calculating the assessable ncome derived by the taxpayer from
that business in the income year in which the expenditure is
mcurred.

“(2) Where the Commissioner is satisfied that—

“(a) Before the terminating date a taxpayer has—

“(i) Incurred; or

“(i1) Entered into, or taken such preliminary
steps as are necessary for the purpose of entering
into, a binding contract requiring him to incur—
a substantial part of the expenditure referred to in
subsection (1) of this section included in a develop-
ment plan in relation to the business of the tax-
payer; and
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“(b) On or after the terminating date the taxpayer has
incurred such expenditure, being expenditure
incurred in pursuance of that development plan;
and

“(c) The period commencing on the terminating date and 5
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 10
section to have been incurred before the terminating date.

“(3) Every notice under the proviso to subsection (1) of
this section by which the whole or any part of the expenditure
is allocated to any one of the five income years next succeeding
the income year in which the expenditure was incurred shall 15
be in writing, and shall be given to the Commissioner within
the time limited within which the taxpayer is required to fur-
nish a return of his income for the year to which the expendi-
ture is so allocated, or within such further time as the
Commissioner, in his discretion, may allow in any case or class 20
of cases:

“Provided that where any part of the total amount of the
expenditure is not claimed as a deduction for the year in which
the expenditure is incurred and is not allocated to any one or
more of the four immediately succeeding income years by an 25
election under that proviso, that part shall be deducted from
the income of the fifth income year following the year in
which the expenditure was incurred.

“(4) Where any taxpayer who has made an election or
elections under the proviso to subsection (1) of this section 30
ceases to carry on that business before the expiry of the
fifth incomc year following the income year in which the ex-
penditure as aforesaid was incurred, the total amount of that
expenditure or, as the case may be, so much of that total
amount as has not previously been allowed as a deduction 35
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 40
that business; or




10

15

20

25

30

35

40

Land and Income Tax Amendment 17

“(b) Be allocated equally to the income year in which that
total amount was incurred and the succeeding in-
come 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 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 year.

“(5) Every reference in this section to expenditure incurred
in any income year shall, where the taxpayer furnishes a re-
turn of income under section 8 of this Act for an accounting
year ending with an annual balance date other than the
thirty-first day of March, be deemed to be a reference to ex-
penditure incurred in the accounting year corresponding with
that income year, and in every such case the provisions of this
section shall, with any necessary modifications, apply
accordingly.

“(6) For the purposes of this section the term ‘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 develop-
ment or expansion of that business, being develop-
ment or expansion involving expenditure of any of
the kinds referred to in subsection (1) of this
section; and

“(b) Upon application in that behalf made in writing by or
on behalf of the taxpayer before the terminating
date, has been approved in writing by the Com-
missioner as a development plan for the purposes of
this section.”

(2) Section 119k of the principal Act (as inserted by section

17 (1) of the Land and Income Tax Amendment Act (No.
(2) 1963) is hereby amended by inserting after the words
“section 119p” wherever they occur, the words “or section -
1196”.

(3) Section 119& of the principal Act (as so inserted) is
hereby further amended by adding, as subsection (2), the
following subsection :

“(2) For the purposes of this section the term ‘land’ in-
cludes lease-land within the meaning of the Rock Oyster
Farming Act 1964.”
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20. Deduction for premium paid in respect of a lease of
land—The principal Act is hereby further amended by insert-
ing, after section 121, the following section:

121A. (1) In this section—

“‘Lease’ has the same meaning as in section 2 of this
Act; and includes a licence:

“‘Lessee’ includes a licensee; and also includes the
assignee of a lease:

“ ‘Premium’, in relation to a lease of land, includes—

“(a) Any payment in the nature of a fine or fore-
gift:

“(b) Any payment in respect of goodwill attaching
to the land:

“(c) Any payment, other than rent, in considera-
tion of the grant, transfer, or renewal of
the lease:

““Term of the lease’, in relation to a lease of indefinite
duration, means the minimum period it has to run.

“(2) Where any taxpayer is the lessee of land used by him
in the production of his assessable income in any income year,
the Commissioner may, in calculating the assessable income
of the taxpayer in that income year, allow a deduction of so
much of any premium paid on the grant, or, as the case may
be, the renewal of the lease, as would be apportioned to that
income year or, where the land was not so used by the tax-
payer for the whole of the income year, the part of that income
year for which the land was so used, if the amount of that
premium were apportioned evenly over the term of the lease:

“Provided that where the taxpayer is not the person to
whom the lease or renewal of the lease was granted, the de-
duction allowed under this section shall not exceed so much
of any premium paid by the taxpayer on the acquisition of
the lease as would be apportioned to that income year, or,
where the land was not so used by the taxpayer for the whole
of the income year, the part of the income year for which the
land was so used, if the amount of that premium were appor-
tioned evenly over the remaining term of the lease.”

21. Deduction of Chatham Islands dues—The principal
Act is hereby further amended by inserting, after section 123,
the following section:

“123A. (1) The .Commissioner may, in calculating the
assessable income of any taxpayer from any business, allow a
deduction in respect of any amount (being an amount that is
not deductible otherwise than under this section) of dues
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under the Chatham Islands Dues Regulations 1951 paid in the
income year by the taxpayer in respect of any goods used by
him in connection with that business.

“(2) Dues allowed as a deduction under subsection (1) of
this section shall not be taken into account in calculating the
cost of goods for the purpose of allowing any other deduction
under this Act in respect of those goods.”

22.Retiring allowances payable by employers— (1) The
principal Act is hereby further amended by inserting, after
section 128A (as inserted by section 23 of the Land and Income
Tax Amendment Act 1966), the following section:

“1288. (1) The Commissioner may, in calculating the
assessable income derived 1n any income year by any taxpayer
from any business, allow a deduction in respect of the amount
of any payment (being a payment which is not deductible
otherwise than under this section) made in a lump sum by the
taxpayer in that income year by way of a bonus, gratuity, or
retiring allowance to any full-time employee of that business
on the occasion of the retirement of that employee, where the
Commissioner is satisfied that the employee did not retire
from that employment before attaining the appropriate
retiring age (as defined in subsection (3) of section 88s of this
Act).

“(2) Where the Commissioner is satisfied that any employee
of a taxpayer has ceased to be employed in the full-time
employment or service of the taxpayer by reason of redund-
ancy or other similar circumstances, then, for the purposes
of this section,—

“(a) Any payment made to the employee in a lump sum
on the occasion and by reason of his ceasing to be so
employed shall be deemed to be a retiring allow-
ance paid on the occasion of his retirement; and

“(b) The employee shall be deemed to have attained the

appropriate retiring age on the date on which he
ceased to be so employed and to have retired on
that date.

“(3) Notwithstanding the provisions of subsection (1) of
this section or of the proviso to paragraph (d) of section 112
of this Act or of any other section of this Act, no deduction
shall be allowed in respect of any bonus, gratuity, or retiring
allowance which—

“(a) Is paid to the spouse of the taxpayer, or, where the
taxpayer is a proprietary company, to any share-
holder or the spouse of any shareholder; or
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“(b) Is paid to any relative (other than the spouse) of the
taxpayer, or, where the taxpayer is a proprietary
company, to any relative (other than the spouse)
of any shareholder, unless the Commissioner is
satisfied in either case, that—

“(i) That relative was a bona fide full-time
employee of the taxpayer; and

“(ii) The determination of the amount of
the payment was not influenced by the fact that the
employee was a relative of the taxpayer or of that
shareholder, as the case may be.”

(2) Section 128a of the principal Act (as so inserted) is
hereby amended by repealing paragraph (b) of subsection (1),
and substituting the following paragraph:

“(b) Either—

“(i) The employee did not retire from that
employment before attaining the appropriate
retiring age (as defined in subsection (3) of sec-
tion 88B of this Act) ; or

“(ii) The employee ceased to be employed by
the taxpayer by reason of redundancy or other
similar circumstances.”

23. Deduction of export-market development expenditure
and of tourist-promotion expenditure— (1) Section 1294 of the
principal Act (as inserted by section 11 of the Land and
Income Tax Amendment Act (No. 2) 1962) is hereby
amended by omitting from subsection (2) (as amended by
section 18 (2) of the Land and Income Tax Amendment Act
(No. 2) 1967) the words “nineteen hundred and sixty-nine”,
and substituting the words ‘“nineteen hundred and seventy-
two”.

(2) Section 18 of the Land and Income Tax Amendment
Act (No. 2) 1963 is hereby consequentially amended by omit-
ting from subsection (4) (as amended by section 18 (3) of
the Land and Income Tax Amendment Act (No. 2) 1967)
the words “nineteen hundred and sixty-nine”, and substituting
the words “nineteen hundred and seventy-two.

(3) Section 18 of the Land and Income Tax Amendment
Act 1967 is hereby consequentially amended by repealing
subsections (2) to (4).
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24. Deduction by reference to the export of goods—
(1) Section 1298 of the principal Act (as inserted by section 20
of the Land and Income Tax Amendment Act (No. 2)
1963) is hereby amended by omitting from subsection (5)
(as substituted by section 19 (1) of the Land and Income Tax
Amendment Act (No. 2) 1967) the words “the income year
commencing on the first day of April, nineteen hundred and
sixty-eight” wherever they occur, and substituting in each
case the words “any of the four income years next succeeding
that income year”.

(2) Section 25 of the Land and Income Tax Amendment
Act 1966 is hereby consequentially amended by omitting from
subsection (6) (as amended by section 19 (3) of the Land
and Income Tax Amendment Act (No. 2) 1967) the words
“and in each of the two income years next succeeding that
income year”; and substituting the words “and in each of the
five income years next succeeding that income year”.

(3) Section 19 of the Land and Income Tax Amendment
Act (No. 2) 1967 is hereby amended—

(a) By repealing subsection (3) :

(b) By omitting from subsection (4), as from its commence-
ment, the words “and in the income year com-
mencing on the first day of April, nineteen hundred
and sixty-eight”.

(4) Subsections (1) and (2) of this section shall apply with
respect to the tax on income derived in the income year that
commenced on the first day of April, nineteen hundred and
sixty-eight, and in the three income years next succeeding
that income year.

25. Losses incurred may be set off against future profits—
(1) Section 137 of the principal Act is hereby amended by
repealing subsection (2), and substituting the following sub-
sectlons

“(2) Any taxpayer who satisfies the Commissioner that he
has, in any income year, incurred a loss shall, subject to the
provisions of this section, be entitled to claim that the loss be
carried forward and deducted from or set off against the
assessable income derived in the first income year after the
income year in which the loss was incurred, so far as that
income extends, and, so far as it cannot then be deducted or
set off, be deducted from or set off against the assessable
income derived in the next income year, and so on.
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“(2a) Where, if a profit had been made from the trans-
action in which the loss was incurred, the amount of the profit
would not have been assessable income, no relief shall be given
under this section in respect of that loss.

“(28) Where the amount of any debt incurred by a tax-
payer has been taken into account in calculating any loss
incurred by him in any income year, and subsequently the
liability of the taxpayer in respect of that debt has been
remitted or cancelled in whole or in part, the relief afforded
by this section shall be reduced by the amount so remitted
or cancelled. For the purposes of giving effect to this sub-
section, the Commissioner may at any time alter any assess-
ment, notwithstanding anything to the contrary in section 24
of this Act.

“(2c) Where a taxpayer pays an amount in respect of a
debt to which subsection (2B) of this section applies, the
amount paid shall, to the extent that it does not exceed that
debt, be allowed as a deduction from the assessable income in
the income year in which the payment is made.

“(2p) For the purposes of this section—

“(a) A debt shall be deemed to have been remitted to the
extent to which the taxpayer has been discharged
from that liability without fully adequate con-
sideration in money or money’s worth:

“(b) A debt shall be deemed to have been cancelled to the
extent to which the taxpayer has been released from
that liability by the operation of the Bankruptcy
Act 1908 or the Insolvency Act 1967 or the Com-
panies Act 1955, or by any deed of composition
with his creditors.”

(2) Section 1727 of the principal Act (as inserted by
section 15 of the Land and Income Tax Amendment Act
(No. 2) 1958) is hereby amended by omitting the words
“instead of the deductions under section 137 of this Act”
and substituting the words “the amount of the loss incurred
in any income year, as calculated in accordance with sec-
tion 137 of this Act, shall be allowed as follows”.

(3) The following enactments are hereby consequentially
repealed:

(a) Subsection (2) of section 94 of the principal Act:

(b) Section 137a of the principal Act (as inserted by
section 20 (1) of the Land and Income Tax Amend-
ment Act 1959) :

(c) Section 20 of the Land and Income Tax Amendment
Act 1959.
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(4) Subsection (1) and paragraph (a) of subsection (3)

of this section shall apply to—

(a) Any loss incurred by any taxpayer in the income year
which commenced on the first day of April, nineteen

5 hundred and sixty-two, or in any of the five income
years next succeeding that income year, in so far
as that loss has not been deducted from or set off
against his assessable income derived in any income
year ending not later than the thirty-first day of

10 March, nineteen hundred and sixty-eight:

(b) Any loss incurred by any taxpayer in the income year
that commenced on the first day of April, nineteen
hundred and sixty-eight, and in every subsequent
year.

15 (5) Subsection (2) of this section shall apply with respect
to the tax for the year of assessment commencing on the first
day of April, ninetcen hundred and seventy, and for every
subsequent year.

26. Profits of mutual associations in respect of transactions

20 with members—The principal Act is hereby further amended

by repealing section 145, and substituting the following sec-
tion:

“145. (1) Where in any income year an association enters
nto transactions with its members, or with its members and

25 other persons, any profit or surplus arising in that income year
from those transactions which would be included in the profits
or gains of the association if the transactions were not of a
mutual character shall be deemed to be profits or gains arising
from those transactions and, subject to the deduction allowed

30 under subsection (2) of this section, to be assessable income of
the association derived in that income year.

“(2) The Commissioner shall, in calculating the assessable
income for any income year of any association to which this
section applies, allow a deduction of the amount of any rebate

35 which—

“(a) Is paid by the association to a member in respect of
his transactions with the association in that income
year, being transactions which are taken into
account in calculating that assessable income; and

40  “(b) Is calculated by reference to the amount of those
transactions, whether or not in any case the rebate
is limited or reduced by reference to the amount
of the share or interest of the member in the capital
of the association—
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to the extent to which the rebate does not exceed the profit
attributable to those transactions.

“(3) For the purposes of this section, the profit attributable
to the transactions in any income year of any member shall be
calculated in accordance with the following formula:

a

S X c

b
where—

a is the total amount of the transactions of that member
with the association in that income year in respect
of which a rebate is given; and

b is the total amount in that income year of all the
transactions of the association with its members and
with other persons, in respect of which a rebate is
given to its members or would be given to those
other persons if they were members; and

¢ 1is the sum of—

(i) The assessable income of the association for
that income year; and

(ii) The aggregate amount of the deductions
allowed under subsection (2) of this sec-
tion in calculating that assessable income.

*“(4) Where any rebate or part of a rebate paid to any mem-
ber by an association to which this section applies is paid in
respect of any transactions which are of such a nature that any
payments in respect thereof by that member to the association
or, as the case may be, by the association to that member would
be taken into account in calculating the assessable income of
that member, that rebate, or, as the case may be, that part of
a rebate, shall form part of the assessable income (otherwise
than as a dividend) of that member:

“Provided that where that rebate or, as the case may be,
that part of a rebate exceeds so much as is attributable thereto
of the deduction allowed under subsection (2) of this section,
the amount of the excess shall be deemed to be a dividend
within the meaning of section 4 of this Act derived by that
member.

“(5) Nothing in this section shall affect the extent of the
exemption from income tax of any co-operative company
to which the provisions of paragraph (f) of subsection (1)
of section 86 or section 146 or section 146A or section 146m
of this Act are applicable.
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“(6) For the purposes of this section, a rebate shall be
deemed to have been paid to a person when it has been
credited in account or otherwise dealt with in his interest or
on his behalf.

“(7) Where a rebate or part of a rebate is satisfied—

“(a) By the issue of fully paid-up or partly paid-up shares
in an association (being a company) to which this
section applies; or

“(b) By giving credit in respect of the whole or part of the
amount unpaid on any shares in any such associa-
tion,—

that rebate or part of a rebate shall be deemed not to be a
bonus issue within the meaning of section 4a of this Act.

“(8) In this section the term—

¥ ‘Association’ includes any body or association of per-
sons, whether incorporated or not.

“‘Rebate’ means any payment to its members by an
association, being a payment by way of distribution
of profits of the association, the distribution being
made not later than six months after the end of the
association’s trading period in respect of which the
payment is made.”

27. Provisional taxpayers—(1) Section 41 of the Income
Tax Assessment Act 1957 is hereby amended by repealing
the proviso (as added by section 36 (1) of the Land and
Income Tax Amendment Act 1965) and substituting the
following proviso:

“Provided that a provisional taxpayer shall be relieved from
his obligation to pay provisional tax in respect of the income
of any income year in any case where he did not derive in the
income year preceding that income year any assessable income
other than source deduction payments, interest, dividends, or
rents, and the aggregate amount of his assessable income
derived from interest, dividends, or rents did not exceed two
hundred dollars.”

(2) Section 36 of the Land and Income Tax Amendment
Act 1965 is hereby consequentially repealed.

(3) This section shall apply with respect to the provisional
tax payable in respect of the income of the income year that
commenced on the first day of April, nineteen hundred and
sixty-eight, and of every subsequent year.



26 Land and Income Tax Amendment

28. Section 14 of 1961 Amendment Act amended-—Section
14 of the Land and Income Tax Amendment Act 1961 is
hercby amended, as from the passing of that Act, by omitting
from subsection (4) the words “the principal Act” wherever
they occur, and substituting in each case the words “the Land
and Income Tax Amendment Act 1960

29. Repeal of spent provisions—(1) The enactments speci-
fied in the Schedule to this Act are hereby repealed.

(2) Section 113 of the principal Act is hereby consequen-
tially amended by adding the following subsection:

“(3) For the purposes of this section—

“ ‘Fish’ includes shellfish and crustaceans:

“ ‘Fishing” means the taking or catching of fish for the
purposes of sale:

“‘Fishing boat’ means a boat that is registered as a
fishing boat under Part I of the Fisheries Amendment
Act 1963; and includes a small boat belonging to any
such fishing boat.”

(3) Section 113 of the principal Act is hereby consequen-
tially further amended by omitting from subsection (1A) (as
inserted by section 9 (1) of the Land and Income Tax Amend-
ment Act (No. 2) 1967) the words “(within the meaning of
section 117p of this Act) ” wherever they occur.

(4) Section 113p of the principal Act (as inserted by
section 11 of the Land and Income Tax Amendment Act
(No. 2) 1967) is hereby consequentially amended by omitting
from paragraph (a) of subsection (1) the words ““(within
the meaning of section 117p of this Act)” wherever they
occur, and substituting in each case the words *“(within the
meaning of section 113 of this Act)”.

10

20

25

30



Land and Income Tax Amendment 27

SCHEDULE Section 29

ENAcTMENTS REPEALED

1954, No. 67—The Land and Income Tax Act 1954: Sections 114,
115, 116, 1174, and 117g, subsection (9) of section
117¢, and sections 117p and 118. (Reprinted 1967,
Vol. 3, pp. 1909, 1919, 1921, 1927, 1936, 1943, 1944,
1946.)

1955, No. 91—The Land and Income Tax Amendment Act 1955:
Sections 10 and 13. (Reprinted 1967, Vol 3,
pp. 2148, 2149.)

1956, No. 52—The Land and Income Tax Amendment Act 1956.
Section 6. (Reprinted 1967, Vol. 3, p. 2150.)

1957, No. 90—The Land and Income Tax Amendment Act (No. 2)
1957: Section 11. (Reprinted 1967, Vol. 3, p. 2153.)

1958, No. 5—The Land and Income Tax Amendment Act (No. 2)
1958: Section 31. (Reprinted 1967, Vol. 3, p. 2236.)

1963, No. 140—The Land and Income Tax Amendment Act (No. 2)
1963: Sections 11 and 12. (Reprinted 1967, Vol. 3,
p. 2271.)

1964, No. 122—The Land and Income Tax Amendment Act 1964:
Section 32. (Reprinted 1967, Vol. 3, p. 2279.)

1965, No. 18—The Land and Income Tax Amendment Act 1965:
Sections 18, 19, and 21. (Reprinted 1967, Vol. 3,
pp- 2287, 2288.)

1965, No. 125—The Land and Income Tax Amendment Act (No. 2)
1965: Subsection (2) of section 9. (Reprinted 1967,
Vol. 3, p. 2293.)

1966, No. 28—The Land and Income Tax Amendment Act 1966:
Sections 17 and 19, (Reprinted 1967, Vol. 3, p. 2296.)
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