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diture or losses t0 be allowed as a deduction, they must relate directly to the
pen

1-19¢  The derivation of income sgessable income, excluded income or a combination of both.

[ncome tax is an annual tax imposed on a person’s taxable income for each year. This m
that it is necessary to determine for which year income {and deductions) should be allosat
See ss BD 3 and BD 4. Unless the amount of income is subject o a timing regime undey!
or Pts -1, income is allocated to the income year in which it is derived. See s BD 3(2
first giance, there would seem to be no difficulty with this, because the year's incon
simply the total of all income items actually received by the person during the year. So long »
the person can add up all salary payments, interest and dividends, ete, between 1 April a '
following 31 March, there would seem to be no room for doubt. However, it is not aly
obvious when many types of income are derived. '

I e income from Tents, he or she is allowed a dedu‘cti_on for the expenses incurred in
@ e deé;zzs such as rates on the pt'&mises, maintenance, depreciation and putgoings. -
.ﬂ-‘?'t-mct };e allowed as being incurred in the course of carrying on a busmess,'the
chon © + relate directly to the business but need not necessarily relate to any
ghre © rrﬂm.s able or excluded income. [t is only necessary that the person shows
o e Ofiril S‘:;;?i‘h the expenditure or loss was incurred was carried on for the purpose
busészz:zsable or excluded income, See ! 0—02?. » o)
mber of general limitations which restrict the g.eneral permission {sqe - .
R ifi g les which may supplement of overnde the general permission (for
D ot & revenue account property, vad debts and rescarch and

or loss

Example 1:

A payment of salary is made by an emp’loyel‘ into a bank acjcoum_o“f ar{_emplc?yee. Lz}tm: the employee ta deductions for taxes,
the money out of the account and uses il. In this case, the salary is derived when paid into the account, _
when the empioyee later takes it out. See s BD 3(4). t)

- A1 clarifies the effect of a specific rule on the general permission and the general
Example 2: : .

¢ more 8

; ; . o-0L6.
A business person carries out the business of manufacturing products and selling them. This is a continu R ne
process. Bach 31 March there Is a notional line drawn and it must be decided what income has come, i
the business in the year up to that date. If the business has recently sent out a batch of products and bi
the customer so thal the customer owes the person the price of the products, is that amount to be regarded 2
income of the person at the time when it becomes owing, or only when it {s actually paid? If the forme
would be income in the year just ended buy, if the latter, the customer might not pay the bill until the fi
year has started and so it would become part of the income of the next year. :

Sl it (as well as expenditure’) in the general permission 18 designed to
" 1Oiel'e(§o“ailt]ugiq C;I:B%dimre is i)ncuiTed by the taxpayer but the @xpayer
: P?mo}? “r sting off of a bad debt, for exemple, involves no ;xpen(bmr(‘: of the
qitsénTo?f “ngt t%at amount could be described as a 1055.1Af distinction 1;3131;(1;
T s . : i t from a year s -
: i ie of loss and loss as in the context of a negative res'u : tene
When income is derived is generally based on ordinary accounting principles. Busings o eel; tl;lsogg{:ms have distinguished the two terms by including dfrcfigence to “‘net loss
accounting operates on an accrual system whereby items are regarded as income when thg Jplicable where the resuit of the income calculation is a negative Hgure.
become owing, not when they are actually paid. This is the approach adopted for income fa L
purposes in the type of case outlined above. There are a number of rules in the Act for
determining when particular types of receipt are derived, as well as much case law develoned
on this question. See 45-075. The issue is important, because the allocation of income @ an
particular year instead of another often affects not only the time at which the person miist pa
tax on it but also the amount of the tax to be paid.

DEDUCTIONS

91.220 Deductions defined L7675 BD 2, DA 1, DA:

A person’s tax liability is calculated by determining all assessable income for a particular
income year (annual gross income) and subtracting from that figure all deductions for the year
(annual total deductions). Only those deductions which are expressly authorised by the A

may be made in calculating a person’s tax liability. If a taxpayer wishes to claim a particulae
deduction, the taxpayer must be able to point to a provision in the Act that allows it.

11707 s DA 2]

4 ‘Suymmary of general limitations for deductions i
dction is allowed for an amount of expenditure or loss to the extent that 1t 18:
. of a capital nature (the capital Timitation)

ofd pﬁvate nature (the private limitation) o

'é'Llffed in deriving exernpt income (the exempt income hmltﬂthI.]) o
méﬁﬁ'ed in deriving income from employment (the employment limnitation)

rred in deriving non-resident passive income (the withholding tax limitation)

ficurred in deriving non-residents’ foreign-sourced income (the non-residents foreign-

courced income limitation). .

ral limitations override the general permission (see 1-220). e

c fimportant general limitation i the cagital 1im.itat110n;t;5pee ﬂ; ;)—e(gélenlzﬁzr&\; C\:fii; Oa}fva
j i rticular types

- ment over the question of whether pa ;

'Q'aiesriiai;%g and therefore not allowed as a deduction. See, for example, Auckiand Gas Co

» € of IR (2000) 19 NZTC 15,702 (PC)-

1.250 Employment expenses ———————— 8 L Tt
. . .. . . : i ni ‘ son’s tax i ‘
® incurred in deriving the taxpayer’s assessable income or excluded income or part from those expenses ineurred in detenmm{_l)% %(llj)e)lscertain loss of canings and/or
combination of those types of income, or yapation of income tax or GET returns urﬁ;{iﬁg to the derivation of income subject to
fifs insurance premiums and e€xpenses I ) - denve ¢ |ovment.
G i i ed in deriving income from employ
fholding tax, no other deduction is allowe n
Towever, %ndependent contractors (eg real cstate sales persons) who do not derive any

. . o ) :
come from employment’ can still deduct expenditure incurred in deriving assessable ©
liided income.

General permission

Briefly, the general permission provides that an amount of expenditure or Joss is deductible to

crat be YA
the extent to which it is: {1707 55 DA 2(4}, DB 3, VAT

@ incurred in the course of carrying on a business for the purpose of deriving assessable
income or excluded income or a combination of those types of incotmne.

A taxpayer is also allowed a deduction for an amount of depreciation loss, provided one of the
above criteria is met.

§1-250
11-190
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Other deemed matters : gning relurns Wh s made
; rson” . When a retum

As income statements are deemed returns and deemed assessments, s 80! of the Tax reon need NOt personally fill out and 51gndthte p}f-lsgnbsegr\f[;’lr;;:rﬁy the person o on the
Administration Act generally provides that the statements cannot be challenged on the " behalf of any person, it is deeme 1 % “W3 4 of the Tax Administration Act 1994.
grounds that a return has not been filed. or a person has not filed or signed a return, or that an’ ¢ guthority unl;ss the contrary 18 provec. (fcb : an agent if there is an added disclaimer
assessment is not final. Similatly, anything required to be done or previded within the time ‘Commissionet will not accept a refuin SIg?etheyadditi%n of a disclaimer to the statemeni
limit for filing a tax return is deemed to be required to be done or provided within the tim : although she will hf}ve ne ObJFC{iiOD 0 s

limit for responding to an income statement, : - anicial position of ungudited financial statements.

. H egard to tax agents signing tax returns on behalf of clients, see Inland Revenue
it reg

. s . .
12-035  Filing requirement for a non-resident e JOENTS Answers, Tssue 54, February 2004,

An individual who is regarded as non-resident for New Zealand income tax purposes must fil
arctum of income (JR 3NR) shewing all income derived from New Zeaiand. The exception {
if non-resident withholding tax (NRWT) was imposed on that income and that tax is treated a
a firal tax (not all forms of NRWT tax are a final tax). The tax position relating to a non
resident is more fully described beginning at §26-400.

27 Maoti authority returns — ———————— [ TAA ss 57, 688, 69B, 7081

ity 1 i 1 n tax retum, a distribution statement
4 authority is required to furnish an Income . _ :
ta?r?i?macllletaﬂs )((Jf all distributions made for the year and a Maon authority credit account
f=}
If an individual is a New Zealand resident for income tax purposes for part of the tax year, th g5y )
individual is required to file only an 1R 3 {resident return) for the year. 5050 Retinns of partners, trustees an

[TAA ss 82, 43(2), 43A(7), 44, 44A, 79, B0 ]
s —— — -

§2-036 Agents and refurns 1107 s HC32,HD 3, HD 4, HD 6, HD 9-HD 15; TAA s 34

e . o aad partnerships
Filing requirements s 2l p P

: i i i ake a joi turs of their partnership income, and
s ctwersbip are required to make a joint e _ .
'mﬁisef?nuat alsg make a separate return of the income derived from the paﬁnershép ang

L pc?ther qourées. For these purposes, the partpership should complete form IR 7 fr_n eacc

tmr?;idual ]E)artﬁer should also complete form IR 3. See 12-015. A person deriving mcom

ffomn a joint venture other than as a partner, mwst individually return his or her share of that
QT o N

An agent may be required to fumish a return, make an assessment and satisfy all tax liabilitie
on behalf of a principal. The Commissioner may treat a relationship between two person
engaged in business as a principal and agency situation. This might arise through either.
overseas or local control of a New Zealand business actually conducted by another. Agency:
status for tax purposes is attributed in the following circumstances:

B A guardian or a manager of a persen under disability. See s HD 9.

! | ‘ — ¢ i i is i ived as a trustee of a trust.
B A mortgagee in possessicn of income derived on behalf of a mortgagor. See s HD 1. “istee is required 0 annwally }1:urmsh a femmtfflsggog?@mﬁ‘;‘fthan o mtee of 0 st
of 3 ade erson 1s v .
- i i ; - . Sharate Teturns must be made when 2 pe: one tust, even 1 e
B A nominated company in respect of a consolidated group or an imputation  group. See Gencficiaries under those trusts are 1denttlic aRl' Co'tm(sltﬁ(;s m;tst Tt‘}llzlt‘ ea injl(;nthat am of the
. . ot U oF the trust. However, it is Inland Revenue policy : ‘

mcgﬁz (fJJT has no tax obligations is not required to file a tax retesmn. See IR’s newsletter,

B

A trustee for income of beneficiaries (excluding a beneficiary of a conwtnunity trust). See;

AGENTS Answers, lssue 31, March 2002 and AGENTS Answers, Issue 66, February 2005.
ss HC 32 and HD 12(1). AGEN

_ . pecial returns
B A settlor of income tax payable by the trustee. See ss HC 29 and HD 12(2). :

The Commissioner also has power to require any person to malfe a re:urn tco}rjlzl(rij;zi
iecessary for the purposes of the Act. The Commuissioner may 1'e]qu1re a (rie %l"m (5)1 s
Slati icule 1 transactions or for any particular period, irom ain )
clating io a particular transaction or tr : ] oty o i5
] i o g believed to be aboui to lcave e 0]
n-resident trader, a person who 18 eved out :
discontinuing busin’ess or has ceased to derive mcome OI 13 bankrupt, & companydtha:[ Jsd{rf
or the executors or administrators of a deceased estate in relation to tl:u: pcedseons
taxable income for his or her lifetime. The Commissioner a\.s§ﬁlas the powearriéo nl :tqg}{zna L?Sed
acti sat smputation return, These powers are o used,
aetive company to file a tax return or an mpu ) _

. but may bep wl'i:n the Commissioner considers that returns of income will not be made in the

fiormal way.

B A trustee of a unit trust in relation to income of the unit trust. See s HD 13,

A debenture company in respect of income derived by debenture helders..
See s HD 14(1). In practice, however, a debenture company is able to avoid agency tax
responsibilities for resident debenture holders by supplying the Commissioner with the
certified list provided for by s HD 14(2)—(6).

#® A reconstituted company for outstanding tax of the original company. See s HD 15.

With the Commissioner’s agreement, a principal and an agent may agree that the principal
will furnish & return that the agent would otherwise be tequired to furnish {and make an

assessment and satisfy any income tax liability the agent would otherwise be required to :
meet). Sec s HD 4.

Special returns are reguired from a person whose taxable inc?me dc:r(fostsl for t&;cieia); ygq; 1;
i 1 i of a deduction W

caduced by, or affected by a reduction 1m, the amoun : D

Ezr:;ngemgﬁt for petrolenm exploration expenditure and sale of property) or s DS 3 (clawhack

K ; - ) . . Tax Act 2007.
Sections HI» 18-HD 29 deal with agents for absentees and non-residents. ‘of deductions for film reimbursement schemes) of the [ncome Tax 4¢

12-035

12-050
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The exemption applies to resident and non-resident contractors and resident and Nan-reg

entertainers. The exemption will continue until the Commissicner varies or revolkeg
determination.

: employment positions but also
i o be broad enough to cover not only emp _ :
.“t.e“iegrtgn office such asc a board membership. 1t is also intended to be_\h-ldct
e kind payments as well as monetary payments. However, s CE 10 is no
S ”‘1{0 payménts genuinely made in respect of humiliation, loss of dignity or

ﬁn§5y1'elating to employment disputes. See 13-468.

Example 5:

Bill Tas been contracted by a local film production company as an ““extra” for the filming of 4;
documentary. The decumentary is being filmed at various locations around New Zealand. When il ) o b ¢ an employes of the
taking place out of Bill’s normat town of residence, Bill is paid a daify allowance of $80 per day. N§ - $10,000 by a client o induce him to lf_:ave his practice and. CG‘OI}}\ o e Etat):lg e
goods or services are provided to Bill. Withholding tax must be deducted from $20 per day of the afldy rigter:is pa ’%he ’paymt‘m is to compensate the barrister for the loss of his profession s.

paid (§80 allowance less $60 exemption). . e g:;]ry;ent is taxable income of the barrister.

Example 6: syments to employees are subject fo tax at source at the rate for extra pays. Sec

Judy is a freelance make-up artist specialising in film and television make-up. Judy has secured a con ?ACC earner’s levy and earners’ account residual levy must also be deducted.

provide her services for the filming of a local music video. The video will be filmed out of Judy’s ng
own of residence. Judy will be provided with meals while on the contract. The cost of these meals,
$20 per day. In addition, Judy will recefve a daily allowance of $50. Withholding tax must be deducted:
$10 per day of the allowance paid (S50 — (860 - $20)

t 07sCE9]
Restrictive covenants —
. ‘ o . : trade agreement) can be an agreement
: : ant {also known as a restraint of . :
at C*?\;C?‘?em(‘)f an employee’s employment being terminated, the employee agl"%ei
arrym bl:iSinC‘;S in competition with his or her former employer. In return for tha
LV b

b employee is granted a payment.

The amount of daily allowance paid must be included in the employer monthly schedul
part of gross earnings and/or schedular payments, even if no withholding tax has ‘b,
deducted. See Inland Revenue newsletter, Payroll News, Issue 36, September 2003.

Example 7:

of trade agreement can take many forms, including agreements:
A contractor has been paid $1,550 for one day’s work, and a daily allowance of $55. Withholdin

{at 20%) of $310 has been deducted [rom the $1,550. Because the allowance paid is less than $6
withholding tax has been deducted from this payment. On the employer monthly schedule, the gross ain
of schedular payment is shown as $1,605 and the withholding tax is $310. When the contractor files hg
returs at the end of the year, the $55 allowance can be claimed as an expense.

to approach the former employer’s clients

ol tol compete with the former employer within a certain timeframe or geographical
s
€

13-460 Inducement payments

{1707 ss CE1(1)(g), CT
An inducement payment can be made by an employer to encourage a particular per:
cither enter employment {a “‘golden hello™) or to remain in employment (g

handeuff’”). These types of payments arc generally subject to tax at source on the fa
they are employment income.

to. use confidential knowledge regarding frade practice or processes obtained while
working for a former employer

e = 3 i i and subject to tax at the rate for
' ive ¢ovenant payments paid to employees are mcome ject

- -pal;e _%%\?%{122]31 .yThe AEC earner’s levy and earners’ account residual levy must also

Section CE 1(1)(g) includes as employment income “any other benefit in' money™'. :
section can be regarded as a “*catch-all’* for any unusual

or extraordindry, icceipts arising
connection with an employee’s employment. '

rther at 45-297.
Example 1: 67 Superannuation payment
C ol IR v Kerslake (2001} 20 NZTC 17,158 concerned an employee who received a retention inceptiy
payment, following his agreement not to resign from his position with an employer gradually winding doy
its New Zealand operations. The High Court agreed with the Commissioner that the retention payment-w

an emolument or other benefit in money related to the employment or service of the taxpayer. The payi

was solely referable to the continued rendering of services. The High Court rejected the taxpayer
contention that the payment was effectively a restraint of trade payment because he became unable to resig
and seek a fresh position.

pl‘ofee who terminates his or het employment will often receive ahpay-ot_lt frgg;ﬁtgs
¢i’s superannuation scheme. The pagmcnt gii FOtfbt{‘; tai(nacbéfn 1Cf ”} 3;:( SK}gtcrzagw won
iz is.a superannuation fund as defined in s 1 of the o Tax 7.
H:)eO']SEfC}fectlijvcly, a superannuation fund is a complying trust, and dl;tl‘lb‘;tlgal’ls, ofitéc;rl t};fl_‘l;
encficiary income, detived by a person in his or her capamt’y as enf icl rjgrannuaﬁon
siplying trust will be tax free. Distributions from schemes that are p];) : bU.]iE anuation
1¢% are taxable in the hands of the beneficiary as a taxable, distribution fro

Exit inducement payments iplying trust. See §29-410.

Exit inducement payments are sometimes paid by a prospective employer to an employee:
induce them to leave their existing position and accept & new position. As an inducement, {f
employec may be compensated for giving up a vocation or for a change in status. Th
payments are usually made at the beginning of the employment relationship or, in some case
even before the employment relationship commences. The payments may be non-refundabl

Section CE 10 deems any amount derived by a persen for loss of a vocation, position:
status, or for leaving a position, to be income.

93-460

Damages and compensation under the Employment
ations Act or the Human Rights Act

vrieni i c former erployee to cover loss of

nients ordered by a court or authority to bg I_nade to a |
"nioallowancgs are taxable to the recipient. PAYE must be deducted from such
dyments. See 13-050.

93-468
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The exception may also apply to the sale of all the shares in a company if the co
(or another company that is wholly owned - whether directly or indirectly — B :
company) is cartying on a business, In this case, person B in the above criteria maiy rposes. The claimant can then seek a tax credit for the amount of any tax
company that carries on the business. See also §3-465. 2 “of the balance of the personal service rehabilitation payment retained by

Anti-avoidance : ant tnder s LB 8.

A specific anti-avoidance provision under s GB 30 exists for arrangements that have an gf {80 and §10-112.
of aveiding the application of the restrictive covenant rule. In this case, the Comm_fss‘ : e___ education grants [ 1707 ss CF 1¢13(b}, (2), CW 36 ]

e ant is income fo the Tecipient. An education grant is a basic grant or an
“imetances grant under regulations made under s _303 of the Ec_lucatlon Act
iy scholarship or bursary (other than those mentioned above) in respect of
ce at an educational institution is cxempt income. See also s CW 36

ft is paid a personal service rehabilitation payment by ACC but does not use

P 50 acquire personal care, then that payment is treated as income to the

® an amount provided under the arrangement as an amount to which the resiy
covenant rule applies, and T
B o person affected by the arrangement as the person who gave the undertaking.
An example of an arrangement that may be subject to this provision is an arrangemes
involves a collateral arrangement to dispose of property. :
Exit inducement payments

Exit mdqccmem; payments are sometimes paid by 2 prospective employer to an gmpl_o‘y’ “New Zealand superannuation, income-tested bencfits, veterans’ pensions and
induce him or her to leave his or her existing positicn and accept a new position. Sé }

. " : 8 1t Act 2014 arc income.
CE 10 deems any amount derived by a person for loss of a vocation, position or status, 5 QIper ‘f.“.."? under the Veteans: suppo . ans N Zealand
leaving a position to be income. See 93-460. : “Hom. 17 July 2013, New Zealand superannuation means New Zeaian
.. i payabie under Pt 1 of the New Zealand Superannuation and Retirement
95-300 Income protection insurance [1T07 s S pay

Amounts derived under an income protection insurance policy where the person’s erp
was liable to pay or contribute to the policy’s premium, will be income to the person.

¥
endan

me — Mew Zealand superannuation and
osted benefits [1107 ss CF 1(1)(c), (@), (), YA 1]

uperannuation does not include:

able Ne fon {1 ; Zealand superannuation paid or payable
- Nfl‘gerz Z?ll;r:)['ll‘" Zuggzg?éga;m(lb%ir]\l;r O?Cthe New 1?Zeaiand Supe]iannuat?og and
<ot tncome Act 2001 or s 19 of the Social Welfare (Reciprocity Agreements,
o Zealand Artificial Limb Service) Act 1990), or

sicral en accommodation supplement, a special benefit or a disability
Eﬂ;;i'd %?;;Sy’agbhlz :.151(;.10{)1 any of ss 61%@3, 61DC, 6;)DD, 61DE, 61EA, 61G and
the Social Security Act 1964

rie-tested benefii is any of the follewing:

income from living allowances, foreign superannuation,
compensation and government grants

i5-302  Income — accident compensation payments [1T07 s CF1{1)(a
All payments of weekly compensation made by the ACC under the Accident Compens
Act 2001 (ACA) that are not recoverable under s 248 of that Act are incomga
s CF 1(1)(a) of the Income Tax Act 2007. Weekly compensation includes compensatio
loss of earnings, or loss of potential earning capacity, and compensation for the spou
partner, child, or other dependant of z deceased claimant. In addition, payments. for att
care (as defined in sch 1, ¢l 12 of the ACA) and a personal service rehabilitation payi
under the ACA are also income under s CF 1(1)(a). .
Compensation payments paid under the Accident Compensation Acu fiat are specifi
stated to be exempt from income tax arc set out at §5-653. :
Accident compensation payments are included in income in the year in which they
derived. Persons entitled to accident compensation may receive payment outside the inge
year in which their entitlement arose. The issue then becomes when such payments
derived for income tax purposes. See Case F157 (1984) 6 NZTC 60,350, Case H24 (198
NZTC 246, Case N9 (1991} 13 NZTC 3.075 and Case S9 (1995) 17 NZTC 7,084. A

employees operate on a cash basis, ACC payments are detived when they are received an
payments may not be spread over the period between the carlier year of entitlement arit
year of payment. i
95-303 Income — ACC personal service rehabilitation
payments [ 1767 ss CE12, CF 1(13(a), (2), LB 7
A provider who receives personal service rehabilitation payments from an ACC claimant
include those payments as income as well as the amount of any tax credit allowed in res
of those payments. The provider is given a tax credit under s LB 7 for the amount o
deducted by ACC from the payment. This ensures that the provider’s annual gross in¢
figure is accurate for the tax year. g

95-300

_ i\':'ing payment

£ support, and

t payment,

on is a veteran’s pension, other than a portable veteran’s pension, paid or
L6 of the Veterans® Support Act 2014,

of ‘weekly compensation under the Veterans® Support Act 2014 is made under
Bt4 of that Act.

ncome — living alone payments

eptember 2013, with application for the 2011/12 and later tax years, s CF 1(1){d},

ously brought living alone payments within the income of the recipient, has been

s part of the Government’s social assistance changes, the living alone payment

tary:benefit has been replaced by changed rates of New Zealand superannuation
ension to ensure that single superannuitants and veieran’s pensioners who are

g do not have to make a separate application to receive their foll entitlement. As a

95-309
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“§preading method to be used by Tnfrastructure Provider in respect
gl

Determination S16: *‘Financial arrangement income or expenditure frg ¢ Services Agreement and valuation of shares issued under that

k _ nation S40°
retirement village arrangement”

provision ©
@ Determination S17: “*Utilisation of a profit emerging basis for purchased deb_
by a certain New Zealand Company Limited’* :

B Determination S18: “Issue of perpetual non-cumulative shares by NZ Co, any
transactions’’ :

iom S41: < Application of the financial arrangements rules to a public—private
ation :

L a eement" '
- ' 3842' < Application of the financial arrangements rules to the D&C Phase
0 .

: ati 3 1
o ! . i Pri artnership agreement’ . -

Determination $19: **Mandatory conversion convertible notes with consuis: fic -private e : I
e o0 Vaiue’fy . cmination $43: «yaluation of shares issued by Bank and NZHo!ldCo following
lity trigger cvent’.
oplicati ination

ication for a determina —
.P.ij scel a determination from the Commissioner u?(ﬁer the Income Tax

. o i determinations are as follows:

B Delerminaiion S22: ** Application of the financial arrangements rules to a pubk ya gns) Regulations 1987. The fees for 1e cnlm o are
o (non-refundable): §322.00 (GST inclusive), an
er hour or part thereof, exclusive of the first two hours): $161.00 (GST

Determination S20: “*Convertible redeemable notes and preference shares’”

Determination S21: “*Spreading of acquisition cost of agrecments for the”
purchase of services™

[ TAA ss SDAB, 90AC(3), 90AD(1} ]

: tion fee
B Determination S23: ““Transfer of acquired bad debts by & certain New Zealand ¢ o fee (P
te another New Zealand company in the same consolidated group and the utilisatj ! g..
profit emerging basis by the transferec company’’ ' -
Determination S24: **Application of the financial arrangements rules to tha's
shares in Meridian by the Crown™’

@ Determination S25: ““Valuation of shares issued by Bank and HoldCo foll
Viability Trigger Event™

owing ¢ - . gt the Chief Tax Counsel
. yenie National Office
Determination S26: **Valuation of shares issued by Bank following a Trigger Eve

W Determination S27A: **Convertible notes in respect of a limited partnership intere "glo.ner does have the power to waive the fees, in full or in part, iln ex‘:?pté?gi
N . - . e : - di son. or class o

Determination S28A: **Application of the financial arrangements rules to thé: Py Oinée made, the following determinations are binding on the person o P
Phase in a public-private partnership” e =

B Determination S29A: “*Application of the financial arrangement rules to a ! .e. j/ield to maturity method applies to a financial arrangement .
private partnersiip Sthod for caleulating financial arrangement income or expenditure under the

= Defer-{fzina.tipn 830: *“Spreading method to be used by a company and growers 'é‘zefn}}n fiation or alternative method .
share incentive scheme and valuation of shares issued under the scheme™ . . o treated as solely attributable to

. : he method for determining the portion of certain items
B Determination S31: “*Application of financial arrangements rules-to investor

scepted financial arrangement that is part of a financial arrangement N
'.rﬁiethod of determining the future value or the discounted value when ascertaining
consideration amount under s EW 32(5) or (6), and ) |

i i ; iderati t in a base price
1€ c n calculating the consideration amount
e LR ment iscdispesed of within a consolidated group.

adjustment when a financial arrange ' >d of o
inations are required to be published in a publication chosen by the Commission

J : he Commissioner must oniy publish the
30 ‘days after they are made, although t i .
3’0 d?;sion of tﬁe determination where an applicant has given an anomymity

Lifetime Income Fund’”

B Determination S32: **Spreading method to be used by bank i 1espect of the notes
the value of shares issued by bank on conversion™ '
Determination S33: **Application of the financial arrangements rules to the long:
incentive plan established for senior executives of New Zealand Company Limited’}

8 Determination S34: **Spreading method to be used by bank in respect of the notes
valuation of shares issucd by bank and NZHoldCo on conversion™® :

8 Determination $35: *“Valuation of shares issued by Bank following a conversion even
@ Determination 836: ** Application of the financial arrangements rules to a public-pri hallenge to a determination ‘ . \
partnership agreement”’ in affected by a determination may challenge the determination in accordancgl\mﬂtl ‘ltjliz ‘
e @am. o I . : - e i - isputa ;
W Determination S37: **Application of the financial arrangements rules to the D&C Pha tes resolution procedures. A determination of this nature 189 tmﬁtgc};% 4%220]) [‘
of a public-privatc partnership agreement”” ision similar to an ordinary assessment or amended assessment. See 14~ :
<]

Determination S38: **Application of financial arrangements rules to loans by NZ D
Farming Trusts to New Zealand resident farmers”’

B Determination $39: **Valuation of shares issued by bank following a non-viab
trigger event®”

96-600

ed, a determination forms the basis of an assessment of the person’s |
, xpenditure. Limited exceptions exist for a person |
legislation, or if the application for a determination |

de and appli
al:arrangement income and ¢
mentally affected by subsequent afic
ed'a material misrepresentation or omMissIoN.

16-620
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Where the new rules apply, the entertainment expenditure rules do not apply ang ‘ a;mﬁge caused when an asset is used to eam income (for example, if renters
fringe benefit tax lability. However, the deemed dividend rules may still apply: T “bach during the rental period, the costs of repairing that damage is
use asset rules also override the interest deduction provisions — ss DB 5, DB 7 an

Private use e or all of the expenditure on an asset is apportioned for tax purposes on the
ot area or a similar basis, that method of apportionment overrides the rules
tie extent of the amount of the deduction. Thus, for exampie, the mixed-

Qf pplytoa home office where the expense claim is based on floor area.

Importantly, where a person who owns, leases, licences or otherwise has the asse
asset, even for market value consideration, this is caught within the ambit of the rul
hecause the legislation defines “‘private use’” as use of the asset by such a person .
of whether an amount of income is derived in relation to its use. However, any anig sted above are satisfied, s DG 9(2) provides a formula that apportions the
derived is treated as exempt income. The same applies to associated persons of such petween: “ipcome-carning days’ and the total of income-earning days plus
Note that under the mixed-use asset rules, as enacted, a person and a company w Heing the total number of days when the asset is in usc, excluding income-
persons if the person had a voting interest in the company of 5% or more, or . proportion of expenditure that is deductible is caleulated by maltiplying
share in the company gave them a right to use the asset. The 5% voling interes e by the following Tormula:

association was supposed to have been removed from the legislaticn before it wa :
However, this was not done and so it was removed retrospectively by legisiative aime
Thus, a company and a person are only associated under the rules if the person’s S
company gives them a right to use the assct.

{Hcome-carning Gays = (income-earning days + counted days)

“agtoplane at market value for 10C hours in an income year and uses it for his personal
Zrinpyrs. Jim lneurs expenditure of $10,000 for general Tepairs and maintenance of the plane.
_ihirds of the expenditure. The formula is $10,000 x {100/100 + 50)) = $6,666.67.

“private use’ also includes provision of the asset 1o other parties for less than 80%
value, with market value specifically defined using the concepts of open market, o
terms and arm’s length. It is not intended to capture situations when an asset is Terife
unrelated person at a reduced price for reasons such as the asset being rented in.an ' o
period, for a longer period than usual or to establish profile or market share.iE jotermine the interest expenditure to which the apporticnment calculation
include the use of assets solely in the ardinary course of the business, the require - ad-use assets are held by close companies. These rules counteract any
asset to repair damage suffered by it, and the necessary use of an asset to relocat o tax advantage to holding mixed-use assets in a corporate structure because of the
income-carning purpose. duction for interest for companies and the ability of shareholders to deduct
i on debt to buy shares. I the value of the company’s debt is equal to or less
: 4f the mixed-use asset, all of the company’s interest is subject to
Mary owns a launch. During the course of an income year, she takes her family out on the laan Tfthe debt value is more than the asset value, then ap_portiomnent only applies

her brother use the launch (paying the market rate of 5200 per day) and she lets her friend:ag : he Fompany’s interest expenditure. That part is calculated by multiplying the
{paying fuel costs only at the rate of $50 per day). All these uses are instances of private usz.™ ' e by:

rents out the launch to non-associates at market rates, takes the launch o another poit fars
associates at $250 per day and then back again io the home pott, or lakes the launch te 2 04
afier damage was caused by a non-associate during a rental period, none of these instancss is pr

t-torest when asset held in corporate structure

Example 1:

agset value + debt value

means the adjusted tax value of the property, except in the case of land. For

To align the treatment of income and expenditure related to private uoe, any Ineom e #nd improvements, asset value is the following amount, as applicable:

from private use is treated as non-assessable.

B> Note: The Taxation (Annual Rates for 2015-16, Research and Development, an:

Matters) Bill, introduced on 26 February 2015, proposes to extend the current ¢
assets used solely in the ordinary course of a taxpayer’s business to cover all situaf
the asset is being used to derive assessable income of the natural person using the
including fees earned as a confractor and employment income. An additional a
clarifies that use of an asset by a natural person associated with the non-natu
(eg company o1 irust) owner of the asset is considered to be private use. The:
amendments will apply retrospectively from the commencement of the new rules, i€ fn
2013/14 income year for land and from the 2014/15 income year for boats and aircr

= 1ater'of its most recent local body capital value or annual value or its acquisition
:if the transaction involves an associated person, its market value

leasehald estate, the market vaiue of the leasehold estate, based on a
gistéred valuation less than three years old, and

sf{erent activities are carried out on a single piece of land, the value determined
“sither of the above bullet points adjusted:

0. by multiplying the value by the percentage of the land area used for the mixed-
Apportionment of expenditure s activity, or
Expenditure that relates solely to business use of the asset (such as advertising expen
not subject to apportionment and is fully deductible. In addition, expenditure th
solely to private use or solely to capital use is non-deductible. Thus, the apportienriy
apply to general expenditure that is not specifically attributable to cither business,
capital use. Note that the rules provide that expenditure on repairs and maintenall
always be subject to apportionment. The only exception to this i3 where costs are !

910-035

by a registercd valuation of the portion of the land used that is less than three
ears old, and

value means the average ouistanding amount oiving tise to the interest payable by
ompany, based on the amounts outstanding at the start and the end of the income

10-035
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New Zealand Masie; BPORTAND FAMILY SCHEME
Example 1 (pre-31 March 2015):

Mr and Mrs Jones are separated. Mrs Jones has custody of the two children from the mg ag
now fiving by himself. Mr Jones only derives income from salary and interest, and his taxabje
2013714 tax year was $45,000. Mr Jones® child support liability for the year comimencing ogi

: 201 5): _

‘L .1- hﬁii)fid Thel)‘c are threc children from the marriag_e. Each‘parcnt h‘as _fullft{mcl
v i ]~] ed custody of the third. Mrs Brown’s taxable jncome fov the previous yeap
g -W]t!l b"wuable iﬁcome for the seme period was $350,000. Both Mr and Mrs Brown are |
M ?’m;;:nif ?;(hi}d support for 1.5 children, ie one full-time care and one shared custody. ;‘_
other

as follows:

: $45 000 Mrs Brown Mi Brown
ncome
. § £
B!ef's living allowance i;;,gii 35.000.00 50,000.00
alance
) ’ : _— 31,222 31,222
Multiplied by the twa-child percentage 24% g dllowance (for 2 children) 3778 18,778
Child support liability $7,186.08 pa {5138.19 per week) b ‘;ll‘V w 21%
o5, for 1.5 children * %; 394338
. T3 [ERES
Example 2 (pre-31 March 2015); ort liability

Mr and Mrs Smith are separated. Mr Smith has custedy of the three children frem the marrigge
is now living by herself. Mrs Smith’s taxable income for the 2013/14 tax year from her bysire

g .'.11 offset the two lighilities. Because Mrs Brown’s liability is less than Mr Brown’s, Mrs
wi
to $50,900. Mrs Smith’s child support liability for the year commencing on 1 April 2014 will he

dnired to make any payment. M Brows, only has to pay the diflerence between the two
C . .
; §43.38 minus $793 38, which is $3,150.

Income (after inflation adiusiment of 1.6%) 851,714 Deaariure from the child support formula
. 7R [ CHS Pts 6A, 68, 7, 53 104-106]
less living allowance 515,058 o Tlowi departure
; e . . ermination allowing a departu:
Balance $36,656.40 umstances, the Commissioner may make a determinal g
Multiplied by the three-child percentage 27%

1a assessment for calculating child support (see 912-015). The deterrrfmat}o;;
e co;*nmenced at the request of any liable parent or rec&iving carer ©
n - 3
“ild. or by the Cominissionetr. . | - |
' :"s known as an ‘‘administrative review”’ and involves a hedrlng_1W1gl a:t
-rivliew officer. The procedures are similar to the process for a Family Lou
det N
us for child support review by liable parents or receiving ca}refs
ts or receiving carers of qualifying children may r_nakf; apphc'atlons f(i)zt atlg
S veview of child support where they consider special circumstances oxis !
. v;é standard formula calcwation. All applications for admﬂilstrtegl_ve ri\t;}ewt 51}[1&
i i ication is made. other parties
‘stating the grounds on which the applica A
g"aitsissflent g‘e advised of the appiication and have the right to reply, confirm or
det;iils given by the applicant and the right to attend the hearing.

. . . !
snmissioner can make a determinaiion varying the amount of child support payable

Child support liability $9.897.23 pa (3190.33 per week) _

Shared custody

Prior to 31 March 2015, custody was deemed to be shared between two parents w
parent shared the ongoing daily care of a child or children “*substantially equally

other parent. A parent was deemed to share ongoing daily care substantially equally
she cared for a child for at least 40% of the nights (ie 146 nights) in the year. Ho'®
parent who cared for a child for less than 40% may still have qualificd for shat
status it he or she had responsibility for other aspects of the child’s care, such as
decisions about the child’s daily activities, taking the child to and from school, supery
child’s leisure activities, making decisions about the child’s education ot tizaith care. i
tinancial arrangements for the child’s material support and paying fartha child’s
See Johins v C of IR (1998) 18 NZTC 14,019, C'v C of IR [2010] NAFLK 646, :
[n cases of shared custody, both parents were treated as custodians and liable parénts:
percentage rate referred to above was cffectively reduced to take into account the'y

custody. Each child for whom custody was shared was counted as 0.5 of a chil
percentage rates for shared custody were:

25t one of the special circumstances set out in s 105(2) of the Child Support Act
g 'satisfied | o
just and cquitable” for the child and all parties to the application tha

ination be made: see L v W (1994) 16 NZTC 11,279 (CA), and
Number of children

Percentage rate (%)

“otherwise proper”” that a determination be made: see C of IR v Cuutbush (1994) 16

N 12 TC 11,307 )

| I 05(2) is an exhaustive list of the special circumstances lthzé ari[ a(l;;c ;ﬁz %(;g:f?}e]g
1.5 21 rommds for 2 determination by the ComrpisSiom_ar ora Family Cou qes e

oumstances all focus on economic considerations. Some examp
2 o ances covered by s 105(2) are as follows:
5 o Lere either parent’s ability to provide financial support is significantly affected by that
3 > arent’s duty to maintain another special needs child. e
. e jere the liable parent’s costs to enable access fo the child are more than 5% of the
4 or more 30

ar’s adjusted taxable income.

112-020
112-018
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Dividend from foreign company x;vas reviewed in Australia in FC of T'v Linter Textiles Australia Lid (in lig) 2005

s case related to a situation involving both a loss company and its sharehoider
: d o liquidation. The Court concluded that the 1os_s company was not able to
e forward its losses because of the effect of liquidation of its shareholder
Thzr]rgw in Australia was later changed to reverse the Linfer decision.)

Dividends derived from a foreign company by a New Zealand company areajq
income: s CW 9. There are a number of exclusions to this general ruie, includin

B dividends from a direct income interest in certain foreign investment. fiir
(comprising shares in ASX-listed Australian companies, Australian up;
adequate turnover or distributions, certain venture capital investments into. Nag

companies that have since migrated, and certain grey list companies)

: i : rard = hat the voting

for the loss company being able to carry forward its losses was t :
e"S'tsompany continued to be controlled, or capable of being controlled, by the same
(disregarding any interposed companies). Upon liquidation of the sharsholder
i fatural persons who formerly controlled the sharchelder company ceased to do

8 dividends from fixed-rate foreign equity satural persons had ceased to be caPable, for example, of carrying an orgllngry
t'a general mecting of shareholders of the loss company. The ability to exercise the
@ dividends from deductible foreign equity hing to the shares passed to the liquidator of the parent company &8 the person who
. . N . “ntrol of the assets of that company. Control of the shares of the shareholder

2 dividends derived by a portfolio investment entity €0

so in liguidation, passed to the liguidator of that company.

B in certain circumstances, dividends derived by a person from a direct incoms this conclusion, the courts confirmed that the fact of liquidation did not ﬁ}npﬁ(:% (;)n
10% or more in an Australian resident FIF. > Hahts carried by shares in the loss company thqt were held byl the shareholder

otei ; : ' Tlfose shares did not, for example, become subject to a trust in favour of the

A foreign company is defined in s YA T as: sd cnarenolders of the loss company. The sharcholder of the loss company

; : N ficial owner of the shares in that company.
& acompany that is not resident in New Zealand, or Le the bene

qn; the view that the commencement of the liguidation of a loss company would not

| a company that is treated under a double tax agreement as not being residen - continued carry-forward of its losses. The shareholder rights carried by those

Zealand, éunot changed by the liquidation of the company itsclf. The liquidation mercly
o change who may control the affairs of the company.
HQU IDATION widation of a company has the effect of remitting any debtsl owed b_y the company. If
' ¢ bave formed part of a tax loss that has been used_ against the income of anothi:r
116-850 Liquidation ofa comparny (€93 sch7; IT07 s RA 23; TAA 55 44 i the same group of companies, the Commissioner is entitled to reassess the profit

disallow the grouping of tax losses. The remitted debt ceascs to be a Flcduction
be ?aken into account to armive at the tax loss. See Hotdip Galvanisers (Christchurch)
J#IR (1999) 19 NZTC 15,337 (CA).

ences

co::'npany is liquidated, the Commissioner ranks as an unsecured creditor for tax
1 income prior to the date of lquidation. Conse.quently, a liquidator Would.be unwise
the: demands for tax immediately, merely to avoid late payment‘pena!tms, since doing
[damount to undue preference being given to one particular creditor over another.

The liquidation of a company raises a number of aspects.
Authorisation

The person appointed as liquidator must consent to act before the liquidation is ot
See C of IR v Edmonton Group Lid (2004) 21 NZTC 18,679. :

The liquidator as the person responsible for cperation of a company in lioniaation we
to make all necessary retumns of income incorporating the company’s imaning activi
Commissioner has the power at any time to demand that a return of ineoiie be filed i
to a company in liguidation. The demand may be for a specified neriod or in ¢

“tax and earner-related payments deductions (excluding any late payment or
particular transaction. See s 44 of the Tax Administration Act 1994 (TAA).

il penaltics) made under the PAYE ml.es are he}g ip trutst for (tihe Crowlnc.leglis :fh%]c?ﬁl itge
: : : non-resi W

In some instances, possible application of the capital limitation to prevent the dedict o deslgctlons of employer superannuation contribution fax and ne ¢
expenscs may be an issue. This is because of the capital complexion, in part at lesst,
liquidation process. The process may involve realisation of the company’s capital
Nonetheless, expenses fairly referable te continued operation of the company’s’
operations can be expected to be allowed as a deduction.

the company became insolvent, any such tax deductions so held remain separate
rty and do not form part of the estate in liquidation (or upon the appointment of a
). They are deemed to become a debt due and payable to the Commissioner on the
istributi iquidati i the month following the month in which the relevant payment to the employee is
Distributions on liquidation are discussed at 16-720. :

Tax losses s Roadfreight decision

igh Court in Jennings Roadfreight Lid (in lig) v C of IR (2012) 25 NZTC 920-135
d that if an amount of PAYE has not been paid to the Commissioner when
tidation of a company commences, the deemed trust imposed under s 167 of the TAA in
t of Inland Revenue ceases and the Commissioner fthen becomes a creditor in the
dation. However, on appeal, the Court of Appeal overturned the High Court decision and

116-850

The fact of liguidation may be regarded as having no impact on the ability of the compa
carry forward a loss balance from a prior income year. Liquidation does not impatt ¢
voting interests carried by shares of the company. Liguidation merely affects management o

the company upon the control of operations passing from the company’s directors
liquidator.

916-850
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er will be entitled to a tax loss deduction for their share of partnership losses
aIue of their “‘basis’”. Any losses exceeding the amount of the basis may be carried
re income years. A deduction may be allowed in future income years subject to
§ limitation rule.

923-070 Avoidance

A specific anti-avoidance rule applies for partnerships where a partner of a py
into a transaction for consideration that is greater than or less than market valy; A
purpose or effect of defeating the intent and application of the partnership proy o
this section applics, the transaction will be deemed to have taken place at markest

TAXATION OF LIMITED PARTNERSHIPS

923-080 Loss limitation rule LIT07 5

ng exarmple illustrates the operation of the loss limitation provision.

4o Tom & Jerry Limited Partnership derives business income in year one of $200,000 and incurs
eductions of $350,000 (resulting in a tax loss of $150,000 for the year). In year two, the
7 derives busincss income of $300,000 and incurs allowable deductiens of $250,000 {resulting in
come of $50,000).

A loss limitation provision applies to limited partners in a limited partnership. It
ensure that tax losses claimed by limited partners reflect the level of the limitag
economic loss. General partners, on the other hand, are entitled to a full deductl '

share of partnership tax losses. “asted $60,000 of initial capital for a 50% sharc in the partnership.

gis in year one (assuming that no partnership distributions are made during the year) is calculated

Under the loss limitatien rule, a limited partner’s *‘limited parinership deduction™is
to the tax book value of his or her investment in the limited partnership (refcrre =  Investments ~— Distributions + Jncome  —  Deductions ~  Disallowed
legislation as the “‘partner’s basis™”). : amount

“Limited partnership deduction™ is defined as the deduction that a limited partne
otherwise have been allowed for parmership cxpendlture under the general ﬂo
provision in s HG 2 or the loss carry-forward rule in s HG 12,

$60,000 - $0 +  $100,000 - $0 - 30

5 basis is $160,000, he will only be entitled to claim limited partnership deductions of $160,000.
e in year one Tom will return partnership income of $100,000 and partnership deductions of
(0 (giving a net partnership loss for the year of 560,000). The remaijning $15,000 of Tom’s $175,000
¢partnership losses will be carried forward to year two.

‘two, Tom’s basis will be calculated as follows:

A partner’s basis is calculated using the following formula under s HG 11(3):
investments — distributions + income — deductions — disallowed amount

where, generally:

= [ovestments —  Distibutions +  Income  —  Deductions —  Disallowed
: amount
investments is the market value of capital contributions made by the partie
limited partnership, including a loan by a limited partner to a limited partnessi, .
with any guarantees provided by the partner {or an associate of the paitie = $60.000 - 80 + (8100000 - $160,000 - 50
partnership SISS,GOO)

distributions is the market value of distributions to the partner frem the partnersh . . ) - i .

e 5 limited partnership deduction in year two is $140,000 (being his 50% share of year two deductions of
100 plus deductions carried forward from year one of $13,000). As Tom’s basis is 150,000 he will be
éd to claim the full partnership deduction of $140,000. Therefore, in year two Tom will retum
¢fship income of $150,000 and parmership deductions of $140,000, giving Tom net parmership income

$10,000.

income is the partner’s share of total income {including exempt and exclude
and capital gains and certain FIF income) received from the partnership in 4
and preceding tax years

deductions is the partner’s sharc of partnership deductions and capital ] ' .
previous tax years, and °d partner subsequently becoming a general partner
disallowed amount is the amount of investments made by the partner within 60:days
the last day of the income year, if those investments are or will be distributed or
within 60 days after the last day of the income year.

jossible for a limited partner to become a general partner. To prevent the loss limitation
eing circumvented, the loss limitation rule also applies to general partners who:

were limited partners of the limited partnership within 60 days of the last day of the

The “‘disallowed amount’ s cssentially an anti-avoidance mechanism to exclud
income year, and

investments made by the partner in the last 60 days of an income vyear that are subsequer
withdrawn within the first 60 days of the following income year. This componen
calculation prevents partners artificially inflating their basis at the end of the income-¥e
increase their allowable partnership tax loss deduction.

123-070

care {or will be) limited partners of the limited partnership within 60 days after the last
day of the income year.

123-080
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“Complying trust”’ defined .
A “‘complying trust” is defined in relation to a tax year in which a dist _
trust will be a complying trust in relation to that year if, in all tax years singe ih
settled:

a ‘“foreign-sourced amount’’ is an amount that is not derived from New
raign-sourced amount will be exempt income to a trustee to the extent that
< (=

s (see s CW 54).

Wwhen foreign-sourced amounis are excluded from a trustee’s income, sec

i i G ransiti -esidents, see 93-700.
B no trustec income includes: more on transitional residents, see 9

1 non-resident passive income, or

i i i L a trust 18 s -resident scitlors upon New Zealand resident trustees.
& non-tesident’s foreign-sourced income, or oril 2013 a trust is settled by twe non-res P

] . .
. 3014 the settlers become resident in New Zealand.
& exempt foreign-sourced amounts, and

some of the frust in the 2013/14 year was rent derived from New Zealand. In the 201 4/1? year,
eq derived rent and interest, both from New Zealand and overseas, All of the trustees’ New

obligations have been met.

B all of the trustee’s New Zealand income tax obligations have been satisfiz

Each of the requirements of the definition of “‘complying trust’ is discussed:
below. i

nake a distribution to beneficiaries in the 2014/15 tax year. In relation to that distribution, the

| . . el gmplying trust because:
No trustee income is non-resident passive income 2

“the trustess are New Zealand residents and have never derived non-resident passive income
A trust will not be a complying trust if, in any tax year since the trust was first s
trustee income has been taxed only as non-resident passive income (e incom
resident withholding tax as a final tax, sec 926-460). This means that trusts with
trustees that derive non-resident passive income will not be complying trusts (unte
non-resident passive income is distributed as beneficiary income). Trusts v
trustees or trusts with non-resident trustees who do not derive non-resident passiy
not affected. '

he settiors of the trust were resident in New Zealand in the tax year in which foreign-sourced
oy ts were derived by the trustees, so the foreign-sourced amounts are not exempl income of
+esices under s CW 54, and

41 of the trustees’ New Zealand tax ebligations have been met.

Jtee’s New Zealand income tax obligations must be satisfied

Ginplying trust in relation to a distribution, in all tax years since the trust was first
Example 1: I of the trustee's New Zealand tax obligations must have been satisfied.
A New Zealand resident esiablishes a trust with non-tesident trustces. The trustees deriy )
New Zealand as well as rental income. All income of the must is accumulated as trustee inci
the trustee income (dividends) has been liable to New Zealand imcome fax only as now-rés
income, the trust is not a comnplying trust — it is 2 non-complying trust. :

ion-of trustee’s income tax obligations

urposes of the definition of “‘complying trust™, a trust that is a non-complying trust
cause income tax has been underpaid or some other tax obligation has not been met
tospectively become a complying trust if the tax obligation is satisficd. Taxable
ons made during the period when there was an underpayment or some other tax
# 1ot met are effectively unwound.

No trustee income Is non-resident’s foreign-sourced incame

A trust will not be a complying trust if, in any tax year since the trust was firsy
trustee has derived any non-resident’s foreign-sourced income. Trustee {iich

resident’s foreign-sourced income if: : paid out as beneficiary income

:rcumstances, a trustee may derive income but pay it ali out as _bencﬁciary income,
refore not be liable for income tax in respect of that income. This would not, in the
™ the trustec js non-resident when the income is derived, ang . ssioner’s view, take a trust outside the definition of a complying trust. See Tax

sn Bulletin Vol 6, No 9, February 1995 a 2.
B s HC 25(2) does not apply.
Section HC 25(2) will apply ift

® the income does not have a New Zealand source

iption for foreign-sourced amounts

% limited cxemption that relieves a non-resident trustee from the obligation to pay tax
cottie derived from outside New Zealand and that would otherwise be included in the
¢’y income. See s HC 25 and §25-035. However, the exemption 18 ignored when
ing whether the trust is a complying trust; the frustee ncome remains Hable to
ax and that liability must be satisfied. As neither the settlor nor the trustee will be
tax on the income, the trust will only be a complying trust in relation to distributions
éction to pay tax on trustee income is made in accordance with s HC 33 (seec §25-085)
etax is paid.

B asettlor (wheo is not a transitional resident) is a New Zealand resident, or
B the trustec is resident in New Zealand and the settlor died, resident in New Zzal n

@ the trust is a superannuation fund.

Section BD 1{5} excludes non-resident’s foreign-sourced income from the defi
assessable income.

Nao trustee income includes exempt foreign-sourced income

A trust will not be a complying trust in a tax year in which it makes a distribution if;
year since the trust was first settled, a New Zealand resident trustee of a trust that:da
have a settlor who is a New Zealand resident (who is not a transitional resident) has d
any exempt foreign-sourced amount.

125-245

985 o New Zealand resident settlor settled a trust upon non-resident trustees. No sclt]eme‘nts hav_c since
et made on the trast. The non-resident trustees derive income from outside New Zealand. No election has
made to pay tax on trustee income. As no settlement has been mad_e on the trust after 17 December
87 and no clection has been made by the trustees (o pay tax on trustee income, the trustees are exgmpted

125245
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in the sale and purchase agreement, that price is income to the vender and th
claim an equivalent deduction. If no separate price is assigned in the agreemas
crops, the total crop proceeds will be income to the purchaser when the Cropis
sold. See Tax Information Bulletin Vol 4, No 4, November 1992 at 8, and Ca &
NZTC 8,001,

Deductions for
[ITO7 ss DA 1, DB 62, DO 1-DCG 4, DG 11, FA 3, EE 48(3), E] 3, sch 20 ]

an-claim the normal deductions allowed in carrying on a business for the purpose of
iiicome. There are additional deductions a full-time farmer can claim. These are set

Financial arrangements rules
. : _e_xpenSES
The sale and purchase of a farm property can have financial arrangements rulé
where there 15 a deferred settlement involved. This does not include short-term:
the sale and purchase of property becausc they are classified as exceptagd
arrangements. Sce §6-065. If no financing element is intended in relation: 'ty

property scttlement, the sale and purchase agreement should contain a clause sp
the price stated in the agreement is the lowest price that the parties would have:
the time at which the agreement was entered into, on the basis of payment in fulf
which the first right in the property 1s to be transferred. Such a clause protects th
position. Where a clause like this is omitted, the purchaser could get a n
deduction for part of the purchase price of what would normally be considered
payment, See §6-400. L

jon is permitted for running costs and depreciation in respect of the use of an aircraft
fg purposes. Any apportionment between farming and private use should be based on
umber of flying hours devoted to farming purposes in proportion to total flying
it:the year as recorded in the aircraft’s logbook. The costs of obtaining a pitot’s licence
ensidered by the Commissioner to be deductible, this being an item of capital or
expenditure. See Tax Information Bulletin Vol 6, No 14, June 1995 at 24,

f an aircraft 1s used for both business and private purposes and the aircraft cost
it or more, or has a market value on date of acquisition of $50,000 or more if it was not
at market value, from the 2014/15 income year expenditure incusred on that aircraft
e subject to apportionment under the new mixed-use asset rules in subpart DG. See

GST considerations w, .
sation for sheep-worrying damage
Taxable supplies wholly or partly consisting of land are zero-rated (subject to GS at

of 0%) if: +missioner permits a farmer a deduction for any compensation paid for any sheep-

¢ aamage the farmer’s working dogs might have done (assuming the particular facts
{this was an ordinary incident of business). The compensation is returned as income by

B the recipient is GST-registered and intends to use the land for making taxabl' : .
p owner recipient.

and

. . o . ' rming expenditure
@ the land is not intended to be used as a principal place of residence by the réeip 2 & &xXp

relative of the recipient.
See 932-5035.

When buying or selling a farming property, it is still generally preferable to use ¢
“plus GST (if any)’’ in the sale and purchase agreement. This fixes the censidezdio
and payable by both parties net of GST (assuming that the purchaser is CSV-register
can recover any GST impost). However, a GST-registered purchaser whe anticinate
a secondhand goods input tax credit (see §32-056) in respect of a purchase migh
“GST-inclusive” wording to protect their position, should it franspite that the Lrans

fact subject to GST. '

dairy farming expenditure may be deductible under the general permission, or under
or DO 4 (see 927-165 and §27-175).

rpretation statement, E50025, “*Dairy farming — deductibility of certain expenditure™,
‘the Commussioner’s view on the deductibility of a number of expenditure 1tems
¢ to operating a dairy farm. See Tax Information Bulletin Vol 12, No 2, F ebruary 2000
The Commissioner’s conclusions can be summarised as follows:

subject to some exceptions, the cost of replacing a single component of milking plant
feg a pump or the pulsator units) is generally deductible

some components of a milking plant are non-deductible capital items, because they are
likely to be replaced other than as part of an upgrade (eg stainless steel pipe work and

Any purchaser buying property that includes a dwelling needs to be aware that thé_ it
ilk filters)

be apportioned between the supply of the land and the supply of the dwel 1ling ‘and

purchaser may have to pay GST on that portion of the price relating to the dwel ng
vendor has previousty claimed an input credit (or adjustment) on it where the price:inil
and purchase agreement is “‘plus GST™" or “*plus GST (if any)’". See §27-061 and ﬂ32 ;

where a number of milking plant components are upgraded at the same time, the cost is
usually on capital account and not deductible

the cost of replacing an inlet race is a capital expense; see QB 12/01: ““Income tax —
deductlblhty of expenditure on replacing and extending an inlet race to a dairy shed”’,
published in Tax Information Bulletin Vol 24, No 2, March 2012 at 19

Any person selling a farming opcmtlon as a going concern (rather than as a zero-ra'
of land) must spemfy that fact in writing (preferably within the sale and purchase agre
and should consider using “‘plus GST (n“ any)”" pricing. The requirements for the tran
going concern are sct out motre particularly at §32-035.

927-013 Sale of timber [1T07 ss CB 23,

The genesal principle is that a farmer who harvests a woadlot situated cn the farmet
returns as income the amounts realised from the timber sales, with a corresponding de chi
being available for the cost of the timber. See 428-014 and ’ﬂ28 024,

127-013

he cost of replacing either the rotary platform system or the drive mechanism of the
totary platform is a non-deductible capital expense

he cost of replacing the electric motor in a rotary platform system is deductible

tthe piping used in a dairy shed complex is not a fence for the purposes of s DO I or
DO 4

127-015
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928-09¢ Land of 2 mineral miner

Coensideration derived from the disposal of land is treated as income of 5 ming
the land is, or forms or 1s intended to form part of, 2 mining permit area of Tami
see 28- 060,

A mineral miner is allowed a deduction for land or interests in land acquiréd'

aited as if their only income were income derived from the mmmg permit area and
net income from other sources is treated as if there were no income trom the
ormit area. The value of this credit is limited to the total income tax liability
to the relevant permit arca.

1 miner to obtain a tax credit, the miner must also have either:

However, no deduction is available for expenditure on land that does not ¢ it d an amount of mining rehabilitation expenditure
permit arca or land adjacent to it, or does not form, or is not intended to form;pas
permit area or land adjacent to it. A deduction is also denied if the expendity
prospecting expenditure. In addition, any expenditure for which the miner

before disposing of the land or interest in land is also excluded.

ied of land for a loss, or

ed mining development expenditure in relation to a mining permit area for which
ning permit has been relinquished, revoked or surrendered or has expired and the
The deduction is allowed in the income year the miner disposes of the land orins ‘=i has no existing privilege for the permit area.
This means that the timing of this deduction will match any income derive
rules, and so a net income amount or deduction will be available in that yea

whethel the Tand is sold for a profit or loss.

t of the tax credit is calculated using the following formula:
expenditure or loss ¥ tax rate

The dlsposal of land may be the final act of a miner’s operations, so it could o
when no income-carning activity takes place. As for mining rehdblhtaimn e
loss attributable to land sales may be eligible for a tax credit under the new ml

428-105.

728-095 Deductions for mineral mining assets —___ (m7sp

Expenditure on the acquisition of a mineral mining asset is either immedzately
spread under one of the two available methods, depending on the timing of
the asset 1s acquired before the date a mining permit for the permit area fo
relates is obtained, then the expenditure is immediately deductible. Once a
been obtained, expenditure incurred on acquiring a mineral mining asset is tr e
developmcnt expenditure and is therefore spl cad.

penditure or loss” is the excess amount referred to above to the extent to which it
“the aﬂ"qunts listed above.

lles apply to clarify the amount of the tax credit in cases where the credit is available
panies, that is trustees and individuals.

les also clarify that any loss giving rise to a credit doss not form part of a tax loss
! nt or net mining loss of the miner. This is to prevent a miner from claiming a credit
or permit. using the same loss to offset any future income.

The purchaser of a mineral mining asset is zligible for a deduction for that & dit generated is refundable,

0 Anti-aveidance rules for mineral miners ___  [1Te7sGB20]

avoidance rules in s GB 20 that apply to petroleum miners have been extended so
50 apply to mineral miners.

received as income {as discussed above).
However, if a person, instead of acquiring the mineral mining asset-outright,:;
farm-in expenditure, the new rules clarify that this expenditure is ta ve reated
applicable class of mining expenditure. If, for example, the 2 penditure wa
development expenditure, the farm-in party would be allowesa a deduction fi
under one of the spreading methods. As the existing rights holder is not getting
from the farm-out arrangement, the expenditure of the farm-in party is cxcluded
farm-out party.

on now applies when an arrangement includes the disposal of a mineral mining asset,
imring of one or more of the classes of mineral mining expenditure, or a farm-out
ment, and the amrangement has a purpose or effect of tax avoidance. In those
finces, the Commissioner may adjust the taxable income of any person affected by the
ent 50 as to counteract any tax advantage cbtained by the person.

928-100 Other types of expenditure of a mineral miner
Other types of expenditure not covered by the new rules are covered by th
general rules set out in the Act. This includes the application of the capital/revenu

in determmmg whether expenditure is immediately deductible, deductible o
deductible

types of arrangements involving the disposal of a mining asset, the incurring of
“expenditute or the entering into a farm-out arrangement are specifically included
the section as arrangements having the effect of tax avoidance.

7 Consolidation regime and mining companies (1107 s M 312)(b) ]

miner that is a company may form a consolidated group only with other companics
re mineral miners. See also §20-010 for a discussion of consclidation.

928-105 Tax credits for mineral miners

A new subpart LU has been inscrted to allow mineral miners a refundaibit
circumstances when the miner has a net mining tax loss for a mining perm
income year that is greater than the net income of the miner for the income year
sources (the difference being the excess amount). To calculate this, the mines

928-090

18 Tax losses [IT07 5 1A 7(7), (8), subpart IS ]

cussion on the rules for carrying forward tax losses by a company that is a mineral
see i18-045.

128-118
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suffered by people in paid employment and self employment (except moztos Vehiols Funded by Covers Entitlements
which are funded by a tariff on the price of petrol and & component of th ' Ui, Employees, self- Continuing cost of

licensing fee).

Basis for levy payments

Levies are payabie for a levy year, which runs from 1 April to 31 March ¢
calendar year. Levies payable by employees are based on carnings and are; -co}
the PAYE system. Levies payable by employers and self-emp loyed person
annually by the ACC. Invoices are generally posted from July in each vear,
when ACC receives carning information from Inland Revenue. The work accdi
employers is based on earnings paid to cmployccs in the current levy year. Lev

emploved and private
domestic worlers
(based on their
earnings)

non-work injuries to
earners that were
sustained between |
July 1992 and 30 June
1999

Motor vehicle owners
and uscrs (via an
annual motor vehicle

Motor vehicle injuries
sustained on public
roads (except injuries

: VY covered by the Work
the self-employed are based on their previous years’ earnings. levy and a petrol levy) Y
account)
Injury cover Government Personal injurics

The standard injury cover for self- employed persons is calied ACC CoverPlu
CoverPlus, all full-time self~employed people who are 1ncapac1tated and hay
eligible for weckly compensation, generally based on their earnings in the previ
employed persons and non-PAYE shareholder-employees may apply to'p
CoverPlus Extra that allows them to choose a guaranteed level of weekly compe
applicable levy is adiusted to reflect the neminated level of cover.

ety

The standard cover option for employers is ACC WorkPlace Cover. The ACCH
calculates levies and invoices employers for this cover every year. Employery

sustained by people
not in the paid

workforce, eg students,

beneficiaries, children,
pensioners

Earners (through
earners’ fevies — see
above) and
Government

Personal injuries
caused by medical
treatment

option of joining the ACC Partnership Programme, which offers significant levy

employers who take responsibility for their own workplace health and. saf ._the ACC website (www.acc.co.nz).

management and rehabilitation of employees’ workplace injuries. See 931 075 :
Summary of levies

The table below summarises the various ACC accounts and the injury types they fund:

DENT COMPENSATION LEVIES

ACC levies payable by employers and private domestic
TACss 6,912, 168174, 234, 239, 244, 250

15/16 levy year, employers will pay the work account levy, based on 2014/15

Account

Funded by

Covers

“eanings paid by the employer. The work account levy has two components,

Current pertion
of the Work
account

Employers (based on
liable earnings of their
employees), self-
employed and private
domestic workers
{based on their liable
earnings)

Work-related personal
injuries affecting
employees, the self-
employed and private
domestic worker:

& current portien (which funds the current and future costs of work-related injury
ade in the levy year) and the residual portion (which pays for the ongoing costs of
r work injuries that happened before 1 July 1999 and non-werk injuries that
ed before 1 July 1992), The work account levy regulations set separate maximum
of earnings for the current portion and the residual portion of the work account levy
v an employer or a private domestic worker.

Mea: cuI ]
e 1tment

spect to invoicing, the work account levy is based on an estimate of the salary or

Residual portion
of the Work
account

Employers (based on
liable earnings of their
employees), sclf-
employed and private
domestic workers
(based on their liable
garnings)

Continuing cost of
work-related personal
injuries sustained prior
o 1 July 199%
Non-worls injuries to
earners sustained prior
to 1 July 1992

that will be paid by the cmployer in the year of cover or, in the case of a private
cworker, the amount of earnings teceived in the levy year as a private domestic
he estimate 1s made by the Accident Compensation Corperation (ACC) using liable
nformation provided by Inland Revenue for the previous levy year. For example, the
voices employers from July 2015 for the work account levies it estimates are payable
2015/16 cover year, based on 2014/15 eamings. Once employers have filed their tax
for the 2015/16 tax vyear, adjustments to the estimated levies paid for the 2015/16

Current portion
of the Earners’

Employees, self-
employed and private

Non-work injuries
(sustained at home,

r are made by the ACC. If levies have been overpaid by less than $20, credits are
o. the employers for the 2016/17 cover year. Overpayments of more than 520 are
d by the ACC. Further, if an overpayment is more than $1,000, the ACC must pay

account domestic workers sport or recreation) surfviving_-' 2 “on the refund. For the 2015/16 levy vear the interest rate is 6%. If levies have been
(befsgd on their suffered by people in children.. id by more than $20, invoices are issued for the difference. See s 173 of the Accident
carmings) the workforce fisation Act 2001 (AC Act) and reg 51 of the Accident Compensation (Work Account
Regulations 2015,
31-010 131-015
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132-

Progress payments for building or an engineering work and for S00 value of suppiy for GST [GSTss 2(1), 4, 10}
progressively — s 9(3)(aa) -

+f a supply is significant because it is the amount upon which GST is calculated.

Time of supply will be the carlier of the time a progress payment iS'-.ﬁ.‘!ad" 1o §15 GST is charged if the value of the supply is $100.

invoice is issued in respect of the progress payment. This rule applieg:y
supplied progressively under an agreement that provides for perigdi
where goods and services are so supplied directly in the con
reconstruction, manufacture, or extension of a building or an &5
Typically work will be paid for by instalments in direct connection D
work. '

fating the value of supply
(2) provides the following formula for calculating the value of supply:

value of supply + tax charged = consideration (as defined)

Public authoritics — s 9(7) . uations a supplier will require payment in money. In these cases *‘consideration”™

upply will usually be the agreed GST-inclusive price. This price is called
“ration in money”’. It appears that payment by' means of an exchang.e rather than in
11 still constitute ‘‘consideration in money’” if the goeds tendered in exchange are
aving a precise monetary value.

A public authority is deemed to have made a supply where an amousi
charge as revenue from the Crown, This supply is deemed to take plac
period in which the bringing to charge applies. .
Race bets and sports betting — s 52)(¢) naily the consideration might be only partly expressed in money, or might not be
d'in money. at all. For example, a shopkeeper might not charge his window-cleaner
in suppiics. If those supplies are not expressed as having a precise menetary value,
Yibast ke made to the “open market value’™ of the supply {o set the consideration or
Hip die deficiency between the market price and the price charged. See Case T11
WZTC 8,064,

rket value

- r:étion is determined by reference to the open market value if goods and services are
s

+tn0, or inadequate, consideration, or

The time of supply made by the New Zealand Racing Board or its ﬁgbﬁt
is the time the money is **dealt with’” under the relevant legislation; thy
that it is established for GST purposes that 2 supply has been made,

Rates demands issued by local authorities — s 9(8)

Time of supply for rates demands issued by local authorities will be.the o5

O the date the instalment notice 1ssued if the notice requires payment.of:
by a particular date

O the date on which the notice requires payment, or

C the date on which payment is received. consideration other than money.

Iy, the open market value is the price (including GST) that similar goods and services
ch in similar circumstances if the supply was freely made and the parties to the
n were not associated persons.

Revenue (IR) sets out the criteria in Tax Information Bulletin Vol 6, No 14, June 1995

Supplies where the price is not determined — s 9(6)

Occasionally, goods or part of them may be removed before the jrice s
supply is deemed to take place when and to the extent that any paym
agreement is due or is received or any invoice relating to the supply i
supplier or recipient (whichever is earlier). o )
pen market value canmot be ascertained, the Commissioner is empowered to fix the
Example 3: :
A farmer sells preduce to an exporter for a down payment on 11 Getober 2014, p[ilsj a
catch-up payment to be based on export prices in December 2014. The farmer accoun
the down payment as the time of supply for that payment has taken place on 11 Octobe
payment is accounted for when it is due, or received, or when an invoice is issued,
carlier.

lue 1s not an appropriate basis.

onsideration’, * ‘open market value™ is always a GST-inclusive amount.

tition of ““consideration”

Tokens, stamps and vouchers — s 9(2A), (2B) ¢finition in s 2(1) extends the ordinary meaning of the word; it does not have the same

i Qi ng that it has in general contract law.
A supplier should treat stamps, tokens or vouchers as a supply for GST purpo ng that 1 g

time a customer buys them. Generally, a supply takes place when tokens; st
vouchers arc issued, not when the vouchers are redeemed. However, if 8 5(
the time of supply is at redemption. See §32-023, :

glinition requires that the **consideration’ be provided ““in respect of, in response toc,n_or
nducement of, the supply of goods and services””. It has been held that the phrase *‘in
ect of” imports the notion of comnection or relationship between the supply and the

Unimited direct sales — 5 S(2)(®) Fustee, Executors and Agency Co New Zealand Lid v C of IR (1997) 18 NZTC 13,076,

am Islands Enterprise Trust v C of IR {1999) 19 NZTC 15,075 (CA) and Roforua

The time of supply is the day after the five-day period within which the'i
: nal Airport Ltd v C of IR (2010) 24 NZTC 23,979,

cancel the sale (under s 36M of the Fair Trading Act 1986). :

026 132-027
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Example:

A (a tesidenl) and B (a non-resident) are associated persons. A’s balance date ig 3
registered on an invoice basis with two-monthly periods ending on December, Febryg
and October. I3 supplies services to A that are completed on 20 July 20X7 and thege
New Zealand by a registered person, would be subject to GST at the standard rate. s
percenlage intended taxable use of the services is less than 93%. No inveice has beon iz
supply and no payment has been made by A in refation to the supply. The time of suppli s
charge is 31 August 20X8. [fa payment had been made or an invoice had been issued befs
the time of supply would be the date on which the invoice was issued or the payment wss

132-430 Value of supply of imported services for _
ST [GST s 106365
The value of the supply for imported services is the GST-exclusivé
consideration for the supply. For imported services provided by associated perés - he name and the address of the supplier
of the supply will generally be its market value, except when the recipient:df f5;

claim a deduction for the expense for income tax purposes (or could have claj
i consideration had been given). This generally applies to intra-group ‘and.
supplies. For supplies made within a group, the valuc of the supply excludesisgl
paid and interest incurred by either the non-resident supplier or other group o
see §32-440 for companies that are group registered for GST. '

132-44¢ imported services and group companies, branches an
divisions [GST ss 2A(1}(
The rule allowing intra-group supplies to be disregarded does not apply to impe 10(15C)(a), (b).
provided by non-residents in the same GST group (see s 55(7) and (7B) of he !
Services Tax Act 1985). Where companies are group-registered for GST, serv

a non-resident in the GST group must be included in the nominated company’s ODS AND SERVECES TAX ON LAND TRANSACTIONS

There are also special deeming provisions for taxpayers operating through i 2 500 Introduction to GST on land transactions ___ 1GSTss 21, 9¢13, 19D
division, A branch or division includes a head office. The deeming provisions aii

-reviously agreed consideration for the supply of services has been alterad (whether
ause of the offer of a discount or otherwise), or

he"sew*ices {or part of the services) supplied have been returned to the non-resident.
. .iqt]neflt must be made in the return for the taxable period in which it becomes

“that the cutput or input tax previously returned was incorrect,

60 GST record-keeping for supplies of
orted services [GST's 248

pient of the imported services is also required to keep sufticient records to cnable the
ing details to be ascertained:

date on which, or the peried during which, the supply was received
‘description of the services that were supplied

e consideration for the supply

he time W which payment for the supply was required, and

for tutra-group services, the amount of the salary or wages and interest incurred that
qave. been excluded from the consideration for the supply, in accordance with

iotigh virtually every commercial transaction involving real property will involve
sideration of GST implications, therc are some exceptions to this rule, for example,
it supplies, such as the supply of residential accommodation (see J32-052).

& each branch or division is treated as a separate person
a branch or divisjon inside New Zealand is trcated as being a resident .

of supply

rmination of the “‘time of supply”” establishes the taxable period in which the supplicr
< account for GST to Inland Revenue (IR). The time of supply also fixes the point at
¢h the purchaser can claim an input tax credit for GST charged. The accounting basis
pied by the paities determines the period in which GST must be accounted for or claimed
eduction. For the invoice basis, the payments basis and the hybrid ba31§, see T??Q—O?S.
eneral time of supply rule states that a supply occurs at the earllier of_ the time an invoice
siied by the supplier or the recipient and the time any payment is received by the supplier
pect of that supply. In relation to the sale and purchase of land see below at 32-510 and

-]
® abranch or division outside New Zealand is treated as being a non-residénvsn
B an activity carried on by a branch or division is treated as being carrjad on
the branch or division, '
The deeming provisions apply whether a branch or division is sepacately GST
not.
A person, or a branch or division of the person that is treated as a sepe_i_fét
associated with another branch er division of the person that is treated as a separate
The practical effect of the deeming provision and the inclusior: of intra-group supplie
once a liability for the reverse charge arises, there are no exceptions.

932-450  GST adjustments on changes to the supply of imported:
services

In the case where a contract for the supply of imported scrvices is wholly or part]
or varied, the recipient of the supply must make an adjustment to the amount: of
paid or input tax claimed in the return for the GST period in which it becomes app
the amount claimed was incorrect, Section 25AA provides that an adjustment musth
the amount of GST returned and paid or GST deductions made if any of the follow
occur:

ig-term setilements

al tules apply to payments-based taxpayers involved in long-term settlements where the
deration exceeds $225,000. A vendor involved in such a settlement must account for
T on an invoice basis rather than a payments basis (although an exception applies for non-
fit bodies — see below).

s approach is required if the agreement is nof a “‘short term agreement for the sale and
nirchase of property or services”. To be a short-term agreement, the general rule is that
ément must take place, or services must be performed, within 365 days of the date on
ch the agreement is entered into. See s 19D.

B the supply of services is cancelled :
B the nature of the supply of services has been fundamentally varied or altered

132-430 132-500




