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INCOME TAX AMENDMENT BILL (NO. 8) 
Proposed Amendments 

Hon. DAVID CA YGILL, in Committee, to move the following 
amendments: 

Clause 11, new section 327c: To insert in line 28 on page 21, after the 
word "made", the words "or, where the person required to make the 
resident withholding tax deduction so elects in the case of alayment 
of resident withholding income made outside New Zealan , on the 
next succeeding day". 

To omit from line 15 on page 22 the word "income", and substitute 
the word "activity". 

New section 327M: To omit lines 17 to 21 on page 50, and substitute 
the following lines: . 

subsection, in each iu.;:ome y:::ar a..,y part of wr.Jch 
income year falls within the period of validity of the 
certificate of exemption, oe or be likely to be 
entitled to claim aggregate resident withholding tax 
credits in accordance with section 3 2 7 K of this Act 
exceeding the income tax liability of that person for 
such income year by an amount not less than $500: 

"Provided that the Comrmssioner shall not issue to any 
person a certificate of exemption in accordance with this 
subsection unless the Commissioner has received from that 
person an application in. writing in the form prescribed by the 
Commissioner, which application shall be accompanied by-

"(c} A declaration made by the applicant or any duly 
authorised officer of the applicant stating that the 
applicant is a person to whom either paragaph (a) or 
paragraph (bl of this subsection applies for the 
proposed period of validity of the certificate of 
exemption; and 

"(d) A set ot budgeted accounts; .. dt;t~g the projected 
income, deductions, resident withholding tax 
credits, and income tax liability of the person for the 
proposed period of validity of the certificate of 
exemption; and 

"(e} Such furtlier information in relation to the person or the 
budgeted accounts as the Commissioner may 
require. 

New clause 23A: To insert, after line 39 on page 81, the following new 
clause: 

28A. Exclusions from term "dividends"-(!} Section 
4A (2) of the principal Act (as inserted by section 31 (1) of the 
Income Tax Amenclment Act (No. 5) 1988) is hereby amended 
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b~r adding to of the tenn G'c;3mifcal i:rain a:mo1mt'' J ~"°'"-"LOU.OS A b 
the following p:Jtragraph: 

to-The amcmnt of anv profit or gain that is 
H ,~, ( )[ d " 0 f 1 · J. (lJ l\ny 1ue uctmn m respect O tlvestoG, ' . d !..\ jl O Ill 1revaluatmn UJl 1er or tl:lls I' .. cit; or 
"{ii) revaluation of livestock under s,ection ' . of Aci:; or 

deduction in respect of 
trad:ing of 1·vinie, 

tm.der 8 of this 
,,.,.,~&"'-'"' shall apply 

"' ·~ 
mcome cornrnencmg: on 

subseauent l 

16 on page 

For purn,oses 
., ' r 

the ernployer furnishes a return 
this Ao~ for an accounting year ending 

other than 31st dav of Ivfard1.-·-

"ov;ed" at line 17 on 

1 to on 

section, where 
section X 5 of 

an annual balance 
" ., 

"(a) Subject to paragraph {bl this subsection, every reference 
~mD~,e1.::1m1r,. !2A) to an income year 

to that accounting 
year: 
reference m l2Aj of 

deemed t:o be i'll. 

·to vvhich that 
section to an incorrie 
rieforence to the income 
accounting vear corn:sponds, ''., "I? · ~ •TT 1. f' ' l ' d 1l \;;.c1 h nere ti1e ,unount o mc01ne nenve1. oy an 

employee and applied in repayment an employment related 

'"(a) Vvould, 1!i: had been derived employee in the 
income irnmediatdy preceding the incom1e 
y~ar m it is be an .i:.rrHJLmt deemed 
v:rrtue ~ubsecti{llrl !2~.) of this section to ap1olied 
reoo:J'·rment of !that loan on .a date earlier d~ . .an the 

' actual date repayment; and 
"(b) not for the application of this subsection be 

so treatrf:d,-· 
approval the Com:rrJ.issioner that 2imounrc shall, 

for the pmpose:s . ~rubsei::tkm of 
t!llls section notice :in ·w1-i1fa1g 6civen to the (:;orrm'lissioner 
v,rithin tirnc ~ATithin the employer is required to 
fornish a return of income for income year in v,1hich that 
employment Ioan fa or 'i1vfrhn1 such :forrther 
as the Cornmfasioner rnay .allow, be deierned the pmnos,:::s 

, • l, d • j 'b' ' • I • r , Um; .A.ct to ue · enveci ' y ernpfoyee m Me mi:orne ye.2s 
h1.1J11ediatelv the h1come. fua ·which ;:unount 

' l ,I ,-1' ·i O d O d ,, 1,,,romc tr,e.ateu as being enve".,/· 

iln?putb1ltiOlll ,t'.'.l"i:.!dfr li,ICii.;(!.•UJJ.'JJt-

princ1pal it,,:t :in.sicned b'leaion 
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55 (1) of the Income Tax Amendment Act (No. 5) 1988 and 
amended by section 62 of the Income Tax Amendment Act 
1989) is hereby amended by adding the following paragraph: 

"(j) The amount of any refundable excess paid pursuant to 
section 156F (4) of this Act in respect of the income 
year commencing on the 1st day of April 1988 or 
any subsequent year." . . . 

(2) This section shall be deemed to have t:ome into force on 
the 1st day of April 1989. ' 

29s. Imputation return to be furnished in certain 
circumstances-(1) Section 394K of the principal Act (as 
inserted by section 55 (1) of the Income Tax Amendment Act 
(No. 5) 1988) is hereby amended by inserting, after subsection 
(2), the following subsection: 

"(2A) An imputation credit account company may furnish to 
the Commissioner, at any time, an imputation return in respect 
of the period commencmg on the first day of any imputation 
year and ending with any day specified by the company within 
that imputation year, being a day that is not more than 7 days 
earlier than the date on which the imputation return is 
furnished to the Commissioner. 

(2) Section 394K (3) of the principal Act (as so inserted) is 
hereby amended by omitting the words "required to be". 

(3) Section 394K (3) of the principal Act (as so inserted) is 
hereby further amended by aading the following paragraph: 

"(c) In the case of a return furnished l.!ader subsection (2Aj of 
this section, references to the period ref erred to in 
that subsection." 

29c. Further tax payable where end of year debit 
balance, or when company ceases to be an imputation 
credit account company-(!) Section 394L (1) of the principal 
Act (as inserted by section 55 (1) of the Income Tax 
Amendment Act (No. 5) 1988) is hereby amended by inserting, 
before the words "the company: is liable to pay", the words 
"then, subject to subsection (4A) of this section'. 

(2) Section 394L (3) of the principal Act (as so inserted) is 
hereby amended by inserting, before the words "the company: 
is liable to f,ay", the words "then, subject to subsection (4A) of 
this section, '. 

(3) Section 394L of the principal Act (as so inserted) is hereby 
amended by inserting, after subsection (4), the following 
subsection: 

"(4A) Where-
"(a) Pursuant to section 156F (4) of this Act a company has 

been paid any refundable excess in respect of the 
income year commencing on the 1st day of April 
1988 or any subsequent income year; and 

"(b) The amount of that refundable excess has in any_ 
imputation year arisen as a debit to the company s 
imputation credit account,-

any amount that the company would otherwise be liable to pay 
by way of further income tax pursuant to subsection ( 1) or 
subsection (3) of this section snail be reduced (so far as it 
extends) by the sum of all such refundable excesses paid to the 
company on or before the date on which the relevant debit 
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balance giving rise to the liability to ~her income tax is 
determined." 

(4) This section shall be deemed to have come into force on 
the 1st day of April 1989. 

290. Limits on refunds of income tax-(1) Section 
394M (1) of the prn':dpal Act (as inserted by section 55 (1) of the 
Income Tax Amenchaent Act (No. 5) 1988) is hereby amended 
by omitting the words "at the end of the most recently ending 
imputation year", and substituting the following words: 

'at the later of-
"(a) The end of the most recently ending imputation year; or 
"(b) The last day of any period for whicb the company 

furnishes an imputation return pursuant to section 
394K (2A) of this Act; or 

"(c) The last day of any period for which the company is 
required by the Commissioner to furnish an 
imputation return pursuant to section 394K (1) of 
this Act." 

Clause 30B: To omit the words "which is not previously due and 
r.ayable" from lines 15 and 16 on page 88, and substitute the words 
'and not otherwise due and payabfe under this Act". 

Schedule: To omit from clause 1 of the new Nineteenth Schedule to 
the principal Act on page 89 the expression "28c", and substitute the 
expression "24c". 

EXPLANATORY NOTE 
Clause 11, new 5ection 327c: The first amendment provides that, in the case of a 

payment of resident withholding income made outside New Zealand, the person 
required to make the deduction has the option of converting the resident 
witbholding income into New Zealand currency at the close of trading spot 
exchange rate on the day after the day on which the deduction is required to be 
made. 

The second amendment corrects an error. 
New section 327M: Subsection (12) of this proposed new section that the 

Commissioner with the discretion to issue certificates of exemption where a 
taxpayer is, or is likely to be, in tax loss, or where resident withholding tax 
deductions are likely to exceed the taxpayer's income tax liability. 

The subsection has been amended to provide that in circumstances where the 
resident withholding tax deducted is likely to exceed a taxpayer's final tax 
liablility by more that $500 in any income year in the period to which the 
certificate of exemption relates, the Commissioner may 1Ssue a certificate of 
exemption. 

The section has also been amended to provide for appropriate procedures for 
applications for certificates of exemption under this subsection. 

New clause 23A amends section 4A of the r,rincipal Act by including in the 
definition of the term "<::!f1tal gain amount ' profits or gains attributable to 
livestock revaluations and to revaluation of trading stocks of wine, brandy, and 
whisky. The effect of this is to ensure that company revaluation reserves created 
by tax free revaluations of trading stock are not taxed on the winding up of the 
company. 

Tlie amendments to clause 28 (2A) are intended to clarify that payments to an 
employee need not be in the same year as that in which the emplo~ent related 
loan was advanced. Sub5ectiom (2B) and (2c) are redrafted to clarity the position 
where the employer has a non-standard accounting year, and to defuie more 
clearly the circumstances in which income of an employee applied towards 
repayment of an employment related loan may be treated as if it were derived in 
the preceding income year. 

New clause5 29A and 29c, which amend sections 394£ and 394L of the principal 
Act, relate to the position under the imputation regime of refundable excesses 
paid in respect of export tax credits under section 156F of the principal Act. 
Clause 29A provides that such refundable excesses will arise as debits to a 
company's unputation credit account, but clause 29c provides that any further 
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i:ncome tax payable a 1.-u1"1'""·" in respec.-, ,of a debit b. clance in its .account 1NiJ1 

H:fundab!e excesses previou:,ly debited to the be reduced by the .i.mou.nt 
account. 

1\lev~" clauses !:l9B and 2'9n .rlL 1rnecharils11c1 \~lt:i.1t:reby :refu111ds of incor.ne taJ:: 
not be lirrlited hv ih"TKlllllt of the credit biia."1ce in a companr's 

:irnpucation account at the ,end of tbe most recent imputation year. Cb1,,1Je 29B 
th-?.i1 a compa.11.:.r rn.av voh.u1~:a:dly fii_J.rnish ru1 ll11putation reta.11.1 to t..h.e 

at any th~1e d1~.rin.g a.it"1. llnputa.tion yea.r\ ind cLause 2'9D 
that the credit balarice for the most recently furnis!iled ,mputation return ·will he 

o~e that govems lirnits ~:m. the amount of ::my r':~u.:nd "?f tax. These 
a!;'l~nctrnen~s an:: . . £.ignmcanceJor w:1~1 late ~·al2,n~e.dates, 
vm.ich rnav ,1ave ithtrd m:§talrne:rus oi tax a!rcer 31 .tl!.l.ardh m 

ye~. ' . , . ,- . . 
1 he amendment to cwuse :,'lie changes a re,,erence LO rax .:l:1at u; not prevmusly 

due and to a reforence !to tax that £s nol: "oithe,~·r.ise" due and p:.yable 
under the The d2cw;e i:,; 1:1iot intended to 2Lf'Dect pay,nenu of t&:x for '"vhich 

has beexi 1:nade. 
This arnendment reducer the R':i~dent ta:."!: on inter,est 

from 23c fo:" every $1 to 24c for every ~H. 


