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Part OB
Definitions and related matters

Subpart OB—General definitions

OB 1 Definitions
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In this Act, unless the context otherwise requires,—

absentee—
(@ means a person other than a person who is resident in

New Zeaand during any part of the tax year:

(b)  in subpart HK (Agency), means—

(i) aperson (other than a company) who is for the
time being out of New Zealand:

(i) an overseas company, unless it has a fixed and
permanent place of business in New Zealand at
which it carries on business in its own name:

(ili) an overseas company that the Commissioner
declaresto be an absentee for the purposes of this
Act by giving notice to the company or its agent
or attorney in New Zealand, so long as the decla-
ration remains unrevoked

absolute value means the value irrespective of whether the
value' s sign is positive or negative

ACC levy or premium is defined in section EF 3(5) (ACC
levies and premiums) for the purposes of that section

accident compensation payment is defined in section CF 1(2)
(Benefits, pensions, compensation, and government grants)
for the purposes of that section

accident insurance contract is defined in section CW 27(2)
(Compensation payments) for the purposes of that section

account advantage is defined in section GC 22(9) (Imputation:
arrangement to obtain tax advantage) for the purposes of that
section

accounting period, for a foreign company, means—

(8 itsaccounting year; or

(b) the relevant period of other than 12 months, if a per-
son’s attributed CFC income or loss or FIF income or
loss from the foreign company is allowed or required to
be calculated on the basis of a period other than 12
months because of—
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(i) the formation or liquidation of the foreign com-
pany (or similar circumstances); or

(i) achange of residence of the foreign company; or

(ili) the adoption of a new accounting year under
section EX 26 (Change of CFC’s balance date) or
EX 57 (Change of FIF s balance date)

accounting profits method means the method of calculating
FIF income or FIF loss in section EX 42 (Accounting profits
method)

accounting year ,—

(@ for any person, means a tax year or another 12 month
period—

(i) that ends with the date of the annual balance of
the person’ s accounts; and

(i)  for which the personisrequired by thisAct to file
areturn of income, except in subpart LF (Underly-
ing foreign tax credits) and in the definitions of
accounting period, after-income tax earnings,
commencement date, and eligible accounting
year:

(b) for a company, in subpart LF (Underlying foreign tax
credits), and in the definitions of after-income tax
ear nings, commencement date, and eligible account-
ing year, includes—

(i) a period, shorter than 12 months, that is the
period for which accounts are prepared because
of the formation of the company or the termina-
tion of the company’s existence; and

(i) aperiod, shorter or longer than 12 months, that is
the period for which accounts are prepared
because of the company adopting a new account-
ing balance date

accrual accounting method is defined in section EG 2(4)
(Adjustment for changes to accounting practice) for the pur-
poses of that section

accrual expenditure means an amount of expenditure that a
person incurs on or after 1 August 1986 and that is allowed as
adeduction under this Act or an earlier Act, other than expen-
diture incurred—

(& inthe purchase of trading stock; or

(b) from afinancial arrangement; or

1533



Part OB cl OB 1 Income Tax

1534

(c) for a specified lease or an operating lease or alease to
which section EJ 19 (Payment by lessee under persona
property and operating |eases) applies; or

(d) under a binding contract entered into before 8.30 pm
New Zealand Standard Time on 31 July 1986

acquisition is defined in section GD 13(13) (Cross-border
arrangements between associated persons) for the purposes of
that section

acquisition of control or income interests is defined in
section GC 9(7) (Variations in control or income interests in
foreign companies) for the purposes of that section

acquisition price is defined in section EZ 45 (Definitions) for
the purposes of the old financial arrangements rules

active service area is defined in section CW 19(2) (Deferred
military pay for active service) for the purposes of that section

activities as an airport operator is defined in section 0C 1(6)
(Airport operators) for the purposes of that section

actuarial reserves has the meaning given to it by section EY 3
(Meaning of actuarial reserves)

actuary means a person who is—

(& aFellow of the New Zealand Society of Actuaries; or

(b) aFelow of the Ingtitute of Actuaries of Australia; or

(c) aFdlow of the Ingtitute of Actuaries (of London); or

(d) the holder of an equivalent professional qualification
approved by the Commissioner for the purposes of this
definition

additional capital is defined in section HC 1(12) (Special part-

nerships) for the purposes of that section

additional transport costs is defined in section CW 14(3)
(Allowance for additional transport costs) for the purposes of
that section

adequate rent is defined in section GD 10(4) (Leases for inade-
guate rent) for the purposes of that section

adjusted income tax liability means an adjusted income tax

liability for atax year calculated under section BC 6(3) (Income

tax liability of filing taxpayer)

adjusted tax value—

(@) has the meaning given to it by sections EE 45 to EE 50
(which relate to depreciation):
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(b) for software acquired before 1 April 1993, has the
meaning given to it by section EZ 16 (Adjusted tax value
for software acquired before 1 April 1993):

(c) in section FE 6 (Acquisition of property by amalgamated
company on qualifying amalgamation), has the mean-
ing given to it by paragraphs (a) and (b) and sections EE 21 to
EE 24 (which relate to depreciation)

adver se event deposit has the meaning given to it by section
EH 62 (Some definitions used in adverse event income equal-
isation scheme)

adver se event income equalisation account has the meaning
given to it by section EH 62 (Some definitions used in adverse
event income equalisation scheme)

adverse event income equalisation scheme means the
scheme referred to in section EH 1(2)(b) (Income equalisation
schemes)

adver se event maximum deposit has the meaning given to it
by section EH 62 (Some definitions used in adverse event
income equalisation scheme)

after-incometax ear nings meansthe after-tax net accounting

profits of a company for an accounting year, including

extraordinary items and having regard to accounting provi-
sions for tax and not statutory liabilities for tax, and dealt with
in 1 of the following paragraphs:

() after-tax net accounting profits calculated under gener-
ally accepted accounting practice and detailed in finan-
cial statements, audited by a chartered accountant (or an
accountant of an equivalent professional standard in the
country or territory in which the company is
resident),—

(i) on which the accountant has given a standard
audit opinion, without qualifications; or

(i) on which the accountant has given a standard
audit opinion containing only qualificationsrelat-
ing to accounting treatments that, in the opinion
of the Commissioner, do not materially affect the
calculation of amounts of underlying foreign tax
credit; or

(ili) adjusted, in amanner satisfactory to the Commis-
sioner, to eliminate any material effects of
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(b)

(©

(d)

accounting treatments about which the account-
ant has qualified a standard audit opinion; or

if there are no financial statements as described in para-
graph (a), after-tax net accounting profits calculated
under the generally accepted accounting practice (or an
equivalent standard for the reporting of net profitsin a
consistent and non-distorting manner) of the country or
territory in which the company is resident and detailed
in financial statements, audited by a chartered account-
ant (or an accountant of an equivalent professional stan-
dard in the country or territory in which the company is
resident),—

(i) on which the accountant has given a standard
audit opinion, without qualifications, to the effect
that the financial statements represent the income
and financial position of the company to the
degree of validity normally required in the coun-
try or territory in which the company is resident;
or

(i)  on which the accountant has given a standard
audit opinion containing only qualificationsrelat-
ing to accounting treatments that, in the opinion
of the Commissioner, do not materially affect the
calculation of amounts of underlying foreign tax
credit; or

(iii) adjusted, in amanner satisfactory to the Commis-
sioner, to eliminate any material effects of
accounting treatments about which the account-
ant has qualified a standard audit opinion; or

if there are no financial statements as described in para-

graph (a) and if paragraph (b) does not apply, after-tax net

accounting profits detailed in financia statements—

(i) that are used by the company for the purposes of
reporting, other than reporting for income tax
purposes, to any central or state government or
any of such a government’s agencies or instru-
ments that has a regulatory function; and

(i) that, if audited, are not the subject of a qualified
audit opinion; or

if there are no financial statements as described in para-

graph (a) and if paragraph (b) does not apply, after-tax net

accounting profits detailed in financia statements—
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(i) that are used by the company for the purposes of
reporting, other than reporting for income tax
purposes, to creditors of the company who are not
persons associated with the company; and

(i) that, if audited, are not the subject of a qualified
audit opinion

after-income tax loss has a meaning corresponding to the
meaning of after-income tax earnings

agent means a person declared by this Act to be an agent for
the purposes of income tax

agreement for the sale and purchase of property is defined
in section EZ 45 (Definitions) for the purposes of the old finan-
cial arrangements rules

agreement for the sale and purchase of property or
services—
(8 means afinancia arrangement that is a conditional or
unconditional agreement to—
(i)  acquire or dispose of property; or
(i) obtain or supply services, and
(b) does not include a forward contract, a futures contract,
an option, or a specified option
air transport from New Zealand is defined in section CW 41(3)
(Non-resident aircraft operators) for the purposes of that
section

airport is defined in section 0C 1(6) (Airport operators) for the
purposes of that section

airport asset is defined in section 0C 1(6) (Airport operators)
for the purposes of that section

airport authority has the meaning given to it by section 2 of
the Airport Authorities Act 1966

airport operator meansthe Crown, acting by and through the
Minister of Transport, and any local authority that isan airport
authority, in their respective capacities as joint venturers
under ajoint venture agreement

allocation debit means an amount arising as an alocation
debit under section ME 8(4) (Allocation rules for imputation
credits)
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allocation deficit debit means an amount arising as an aloca-
tion deficit debit under section MG 8(4) or (5) (Allocation rulesfor
dividend withholding payment credits)

allowable rebates—

(& means the total of the rebates and credits of tax that a
person is allowed in a tax year under Part K (Rebates),
excluding rebates allowed under section KC 4 (Rebate in
certain cases for housekeeper) or KC 5 (Rebate in respect
of gifts of money); and

(b) includesarebate of tax a personisallowed under section
EH 30 (When person entitled to rebate of income tax) or
EH 79 (Sections of main income equalisation scheme
that apply to thinning operations income equalisation
scheme)

allowance is defined in section HC 1(12) (Special partnerships)
for the purposes of that section

amalgamated company means the 1 company that results
from and continues after an amalgamation and that may be
1 of the amalgamating companies or a new company

amalgamating company means acompany that amalgamates
with 1 or more other companies under an amalgamation

amalgamation means an amagamation to which both the

following apply:
@ it—
(i)  occursunder Part 13 or 15 of the Companies Act
1993; or

(i)  occurred under section 24A of the Co-operative
Dairy Companies Act 1949; or

(iii) occurs or occurred under a foreign law that has
the same effect as, or a similar effect to, the
provisions referred to in subparagraphs (i) and (ii);
and

(b) it causes 2 or more companies to amalgamate and con-
tinue as 1 company

amalgamation provisions is defined in section FE 1(2) (Amal-
gamation of companies: purpose) for the purposes of that
section

amount—
(@ includes an amount in money’s worth:
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(b) in sections CB 23 (Disposal of timber or right to take
timber), 6B 24 (Disposal of land with standing timber),
and CB 26 (Disposal of minerals), includes the amount
treated as—

(i) the price paid or realised under section FB 4
(Income derived from disposal of trading stock
together with other assets of business):

(i)  the consideration under section FF 7 (Disposal of
timber under matrimonial agreement):

(iii) the price realised under section GD 1 (Sale of trad-
ing stock for inadequate consideration):

(iv) the price realised under section GD 2 (Distribution
of trading stock to shareholders of company):

(c) is defined in section EH 36(2) (Main maximum deposit:
definition referred to in section EH 34) for the purposes of
that section:

(d) is defined in section EH 81(3) (Thining operations maxi-
mum deposit: definition referred to in section EH 80) for
the purposes of that section:

(e) is defined in section GD 13(13) (Cross-border arrange-
ments between associated persons) for the purposes of
that section:

(f)  isdefined in section ND 1C(4) (Subsidised transport: value
of benefit) for the purposes of that section:

(g) isdefined in section ND 1H(2) (Contributions to superan-
nuation schemes: value of benefit) for the purposes of
that section:

(h) isdefined in section ND 1K(2) (Services: value of benefit)
for the purposes of that section

amount of all consider ation isdefined in section EZ 45 (Defini-

tions) for the purposes of the old financial arrangements rules

amount of restitution isdefined in section DB 35(3) (Restitution
of stolen property) for the purposes of that section

amount of the debenture is defined in section FC 2(5) (Interest

on debentures issued in substitution for shares) for the pur-

poses of that section

annual gross income has the meaning given to it by section

BC 2 (Annual gross income)

annual imputation return means the return to be filed with

the Commissioner by a company under section 69 of the Tax
Administration Act 1994
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annual income tax balance date is defined in section EG 1(10)
(Election to use balance date used in foreign country) for the
purposes of that section

annual rate has the meaning given to it by section EE 51
(Annual rate)

annual rates means the rates of income tax fixed for a tax
year by the annual taxing Act for that year

annual taxing Act means the provisions of any Act by which
the rates of income tax are fixed for a tax year

annual total deduction has the meaning given to it by section
BC 3 (Annua total deduction)

applicable basic tax rate means,—

(@ for aperson other than a person to whom section 39 of
the Tax Administration Act 1994 applies and for a tax
year, the basic rate of incometax under schedule 1 (Basic
rates of income tax and specified superannuation contri-
bution withholding tax) that is applicable to the per-
son’ s taxable income for the tax year; or

(b) for aperson and for atax year for which the person is
filing a return under section 39 of the Tax Administra-
tion Act 1994 for a period that is less than or greater
than 12 months, the basic rate of income tax under
schedule 1 (Basic rates of income tax and specified
superannuation contribution withholding tax) that
would apply if the person’s taxable income for the tax
year were an amount calculated using the formula—

35, )

where—

a isthe number of daysin the period for which the
person is filing a return

b isthe person’s taxable income for the period

approved issuer means a person for whom an approval under
section NG 6 (Approval of person as approved issuer) is in
force

arrangement means an agreement, contract, plan, or under-
standing (whether enforceable or unenforceable), including
all steps and transactions by which it is carried into effect

arrangement for assistance entered into by the govern-
ment of New Zealand is defined in section CW 17(3) (Amounts
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derived by overseas experts and trainees in New Zealand by
government arrangement) for the purposes of that section

assessment—
(@) means an assessment of tax—
(i) that is made under atax law by a person or the
Commissioner:
(i)  that isan amendment by the Commissioner to an
assessment:
(iii) that includes a net loss and any terminal tax or
refund due; and
(b) includes in the case of GST, an assessment of any
refund due

asset is defined in section CU 11 (Meaning of asset for sections
CU 3 to CU 10) for the purposes of sections CU 3 to CU 10 (which
relate to income from mining)

associated mining oper ations has the meaning given to it by
section CU 28 (Other definitions)

associated person, and other expressions about the associa-
tion of persons with each other, have the meanings given to
them by sections 0D 7 (Defining when 2 persons are associated
persons) and 0D 8 (Further definitions of associated persons)

association is defined in section HF 1(9) (Profits of mutual
associations in respect of transactions with members) for the
purposes of that section

at all relevant times is defined in section 0D 5(6C) (M odifica-
tions to measurement of voting and market value interests in
case of continuity provisions) for the purposes of section
0D 5(6A)(b)(ii)

attributed CFC income has the meaning given to it by sec-
tions €Q 2 (When attributed CFC income arises) and €Q 3
(Calculation of attributed CFC income)

attributed CFC loss has the meaning given to it by sections
DN 2 (When attributed CFC loss arises) and DN 3 (Calculation
of attributed CFC loss)

attributed CFC net loss, for a person and for an income year
in which they have an attributed CFC loss, means the part of
the loss that the person is denied as a deduction because of
section DN 4 (Ring-fencing cap on deduction), but must instead
deal with under Part I (Treatment of net |osses)
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attributed repatriation has the meaning given to it by section
D 35 (When does a person have attributed repatriation from a
CFC?)

attributing interest means an attributing interest in aforeign
investment fund as defined in sections EX 30 to EX 37 (which
relate to attributing interests in a FIFs)

author isdefined in section El 6(6) (A Ssigning or granting copy-
right) for the purposes of that section

authorised savings institution means an authorised savings
ingtitution as defined in the Farm Ownership Savings Act
1974, the Home Ownership Savings Act 1974, or the Fishing
Vessel Ownership Savings Act 1977

available capital distribution amount means the amount
calculated for a share in acompany under section CD 34 (Avail-
able capital distribution amount)

available net loss means an amount a person is entitled to
offset against net income under Part 1 (Treatment of net |osses)

available subscribed capital means the amount calculated
for a share in a company under section CD 33 (Available sub-
scribed capital amount)

balance dateis defined in schedule 13 (Months for payment of
provisional tax and terminal tax) for the purposes of that
schedule

balloted loan right is defined in section DV 11(3) (Building
societies) for the purposes of that section

banking company means a person carrying on in New
Zealand the business of banking

base premium for the 1998-99 premium year is defined in
section EZ 3(3) (Base premium for 1998-99 premium year
under Accident Insurance Act 1998) for the purposes of that
section

basic rates means the rates of income tax specified in sched-
ule 1 (Basic rates of income tax and specified superannuation
contribution withholding tax)

basic tax deductions means the amounts of tax deductions
specified in schedule 19 (Basic tax deductions)

basis of exemption is defined in section NF 9(2) (Certificates of
exemption) for the purposes of sections NF 11 (Cancellation of
certificates of exemption) and NF 9
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benchmark dividend—

(8 meansthefirst dividend paid by acompany in an impu-
tation year, unless the first dividend is 1 of the kinds
described in paragraph (h):

(b) if thefirst dividend paid by acompany in an imputation
year is a distribution of a co-operative company for
which the company has made a determination under
section ME 35 (Co-operative company may make annual
determination to attach imputation credit to certain dis-
tributions) or is paid when the company was not an
imputation credit account company, meansthefirst div-
idend paid by the company in the imputation year that is
not such a dividend

beneficiary is defined in section DX 1(5) (Testamentary annui-

ties) for the purposes of that section

beneficiary income, for a person who is a beneficiary of a
trust, other than a unit trust, and for an income year,—
(@ means—

(i)  income derived in the income year by atrustee of
the trust to the extent to which it vests, in the
income year, absolutely in interest in the bene-
ficiary; or

(i)  income derived in the income year by atrustee of
the trust to the extent to which the trustee pays or
applies it to or for the benefit of the beneficiary
in, or within 6 months after the end of, theincome
year; or

(ili) aforeign-sourced amount derived in the income
year by atrustee of atrust that would have been
income of the trustee had any settlor of the trust
been resident in New Zealand at any time in the
income year, to the extent to which it vests, in the
income year, absolutely in interest in the bene-
ficiary; or

(iv) aforeign-sourced amount derived in the income
year by atrustee of atrust that would have been
income of the trustee had any settlor of the trust
been resident in New Zealand at any time in the
income year, to the extent to which the trustee
pays or applies it to or for the benefit of the
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beneficiary in, or within 6 months after the end
of, the income year; and
(b)  does not include—

(i)  income derived by atrustee in an income year in
which the trust is a superannuation fund; or

(i)  income of a trustee to which section CC 3 (Finan-
cia arrangements) applies:

(ilf) management fees to which section DV 8 (Group
investment funds) applies

benefit is defined in section DB 36(5) (Bribes paid to public
officials) for the purposes of that section

binding ruling has the meaning given to it by section 3 of the
Tax Administration Act 1994

bloodstock—

(@ means a horse that is a member of the standardbred or
thoroughbred breed of horses; and

(b) includes a share or interest in such a horse

body is defined in section NF 10(6) (Unincorporated bodies) for
the purposes of that section

bonus issue—

(& meanstheissue of sharesin acompany, or the giving of
credit for some or al of the amount unpaid on any
sharesin acompany, or the forgiveness of someor all of
the amount unpaid on any shares in a company, if the
company receives no consideration for the issue, credit-
ing, or forgiveness (other than consideration by way of
the shareholder’s electing not to receive money or
money’s worth as an aternative to the issue); and

(b) for any issue or crediting on or before 20 August 1985,
does not include any extent to which the issue or credit-
ing was excluded, at the time it occurred, from the
meaning of “bonus issue” under section 3(3) or (4) of
the Income Tax Act 1976

bonus issue in lieu means a bonus issue made, on or after

1 October 1988, under an arrangement conferring on share-

holders of a company an election whether to receive—

(@ abonusissue; or

(b) money or money’s worth (other than money’s worth
that is a bonus issue)
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branch equivalent company means, at any time for any

person, a company that is at the time—

(@ acontrolled foreign company; or

(b) a company from which the person is deriving FIF
income or incurring FIF loss that they calculate using
the branch equivalent method (including income or loss
under section EX 43(6) (Branch equivalent method))

branch equivalent income, for aforeign company and for an
accounting period, means the amount of income for the
accounting period calculated under section EX 21 (Branch
equivaent income or loss: calculation rules)

branch equivalent loss, for a foreign company and for an
accounting period, means the amount of loss for the account-
ing period calculated under section EX 21 (Branch equivalent
income or loss: calculation rules)

branch equivalent method means the method of calculating
FIF income or FIF loss in section EX 43 (Branch equivalent
method)

branch equivalent tax account means the account main-
tained by a branch equivalent tax account company under
section MF 1(3) (Company may elect to maintain branch
equivalent tax account) or a branch equivalent tax account
person under section MF 11(3) (Person may elect to maintain
branch equivalent tax account)

branch equivalent tax account company means a company
that, having made an election under section MF 1(1) (Company
may elect to maintain branch equivalent tax account), is
required by section MF 1(3) to maintain a branch equivalent tax
account

branch equivalent tax account person means a person who
is not a company and who, having made an election under
section MF 11(1) (Person may elect to maintain branch
equivalent tax account), isrequired by section MF 11(3) to main-
tain a branch equivalent tax account

bribe is defined in section DB 36(5) (Bribes paid to public offi-
cials) for the purposes of that section

br oodmar e means a broodmare that is bloodstock

building society has the meaning given to it by section 2 of
the Building Societies Act 1965
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business—

(@ includes any profession, trade, manufacture, or under-
taking carried on for pecuniary profit:

(b) isfurther defined in section DD 11 (Some definitions) for
the purposes of subpart DD (Entertainment expenditure)

business contactsisdefined in section DD 11 (Some definitions)
for the purposes of subpart DD (Entertainment expenditure)

business premises is defined in section DD 11 (Some defini-
tions) for the purposes of subpart DD (Entertainment
expenditure)

business purposes has the same meaning as business use

business use, for a motor vehicle and for a person, means
travel undertaken by the vehicle wholly in deriving the per-
son’'s income

calculation method, for the calculation of FIF income or FIF
loss, means any of the accounting profits method, the branch
equivalent method, the comparative value method, and the
deemed rate of return method

calculation period is defined in section KD 5(6)(a) (Credit of tax
by instalments) for the purposes of that section

cancellation, for acompany and for a share, means the acqui-
sition, redemption, or other cancellation of the whole share by
the company, including on the liquidation of the company

capital film expenditure is defined in section DS 7 (Some
definitions) for the purposes of subpart DS (Film industry
expenditure)

capital limitation hasthe meaning given to it by section DA 2(1)
(Generd limitations)

capital property is defined in section CD 34(17) (Available
capital distribution amount) for the purposes of that section

cash accounting method is defined in section EG 2(4) (Adjust-
ment for changes to accounting practice) for the purposes of
that section

cash basis per son has the meaning given to it by section EW 62
(Description of cash basis person)

casual agricultural employee means—
(@ acasua agricultural worker:

(b) ashearer:

(c) ashearing shed hand
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casual agricultural worker means aperson engaged on aday
to day basis for a period of no more than 3 months as a casual
seasonal worker for the exclusive purpose of doing seasonal
agricultural, horticultural, market gardening, nursery, orchard,
or tobacco farming work, or other seasonal work that, in the
opinion of the Commissioner, iswork of alike nature to those
classes of work

category A income, for agroup investment fund that is not a
designated group investment fund, means so much of the
income derived from the investments and funds of the group
investment fund in a tax year as is calculated using the
formula—
a8 se
b
where—
a isthe specified value
b isthe current value of al the investments and funds of
the group investment fund
c istheincomederived from all the investments and funds
of the group investment fund in the tax year

category B income, for a group investment fund that is not a
designated group investment fund, means so much of the
income derived from the investments and funds of the group
investment fund in atax year asis not category A income

certificate of entitlement means a certificate issued under
section KD 5 (Credit of tax by instalments)

certificate of exemption means a certificate issued under
section NF 9 (Certificates of exemption)

CFC means a controlled foreign company as defined in
section EX 1 (When company is CFC)

charitable organisation—

(& means, for aquarter or an income year, an association,
fund, institution, organisation, society, or trust to which
section KC 5(1) (Rebate in respect of gifts of money)
applies—

(i) inthe quarter; or

(i) intheincomeyear, if fringe benefit tax is payable
on an income year basis under section ND 14 (Pay-
ment of fringe benefit tax on income year basis
for shareholder-employees); and
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(b) doesnot include alocal authority, a public authority, or
a university

charitable purpose includes every charitable purpose,
whether it relates to the relief of poverty, the advancement of
education or religion, or any other matter beneficia to the
community

charitable trust has the meaning given to it by section HH 1(5)
and (6) (Interpretation) for the purposes of the trust rules and
section HH 1

chief executive of the department currently responsible

for administering the Social Security Act 1964—

(8 meansthe chief executive of that department appointed
under the State Sector Act 1988; and

(b) includes any person for the time being authorised to
exercise or perform any of the powers or functions of
the chief executive, whether by delegation by the chief
executive or otherwise

child—

(8 isdefined in section KC 4(2) (Rebate in certain cases for
housekeeper) for the purposes of that section:

(b)  in subpart KD (Tax credits for family support and family
plus), and in the definition of dependent child, means
an unmarried person who—

(i) isaged 15 yearsor less; or

(i) isaged 16 or 17 years and is not financially inde-
pendent; or

(iii) isaged 18 yearsandisaperson for whom acredit
of tax isallowed under section KD 2 (Cal culation of
subpart KD credit) or both sections KD 2 (Calcula-
tion of subpart KD credit) and KD 3 (Cal cul ation of
family tax credit)

child tax credit means,—

(@ forthe purpose of calculating acomponent of aninterim
instalment of credit of tax for a period under section KD 5
(Credit of tax by instaiments), the component of the
instalment given by section KD 5B(4) (Rates for interim
instalments for period beginning on or after 1 July
1998); or

(b) for any other purpose, the component of the subpart
KD credit given by section KD 2(4) (Cal culation of subpart
KD credit)
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claim, in the life insurance rules, has the meaning given to it
by section EY 7 (Meaning of claim)

class, in subpart EC (Valuation of livestock), and in the defini-

tion of national average market value—

(8 meansacategory of livestock listed in schedule 8, column
2 (Types and classes of livestock); and

(b)  when used of a particular type of livestock, means any
of the categories listed for that particular type

close company—
(8 means, a any time, acompany to which 1 of thefollow-
ing applies:

(i) atthetimethereare5 or fewer natural personsthe
total of whose voting interests in the company is
more than 50% (treating all natural persons asso-
ciated at the time as 1 natural person); or

(i)  at thetime amarket value circumstance exists for
the company and there are 5 or fewer natural
persons the total of whose market value interests
in the company is more than 50% (treating all
natural persons associated at thetime as 1 natural
person); and

(b)  insection 0B 2(2) (Meaning of source deduction payment:
shareholder-employees of close companies), includes a
company with 25 or fewer shareholders; and

(c) does not include a special corporate entity

close of trading spot exchanger ate, for any foreign currency

on any day, means—

(8 the rate of a spot contract for the purchase of New
Zedland dollars using the foreign currency at any time
on that day on a market approved, with the rate ascer-
tained from the sources of information approved, by the
Commissioner in determination G6D made under
section 64E of the Income Tax Act 1976 (or a determi-
nation issued in substitution for that determination) and,
if such arate cannot be ascertained for that day, then the
rate on the next day on which it can be ascertained and
that is not later than 5 working days after the first day;
or

(b) if, for any foreign currency, no such rate of a spot
contract can be so ascertained, the cross rate determined
asat 3.00 pm New Zealand time on that day by applying
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the method outlined in paragraph 6(3)(c) of determina-
tion G6D made under section 64E of the Income Tax
Act 1976 (or in the corresponding paragraph of a deter-
mination issued in substitution for that determination);
or

(c) if, for any foreign currency, paragraphs (a) and (b) do not
apply, the rate determined by applying the method
specified in paragraph 6(2) of determination G9A made
under section 64E of the Income Tax Act 1976 (or in
the corresponding paragraph of a determination issued
in substitution for that determination)

closely-held company means, at any time, a company to

which 1 of the following applies:

(8 at the time there are 5 or fewer persons the total of
whose direct voting interests in the company is more
than 50% (treating all persons associated at the time as
1 person); or

(b) atthetime—

(i) amarket value circumstance exists for the com-
pany; and

(i) there are 5 or fewer persons the total of whose
direct market value interests in the company is
more than 50% (treating all persons associated at
the time as 1 person)

closing stock, for a person and for an income year, means
trading stock of the person at the end of the income year

closing value has the meaning given to it by section EA 1(8)
(Trading stock, livestock, and excepted financial
arrangements)

combined imputation and dividend withholding payment
ratio, for a dividend with both an imputation credit and a
dividend withholding payment credit attached, means an
amount calculated using the formula—

a
b
where—
a istheamount of thetotal of the imputation credit and the

dividend withholding payment credit
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b is the amount of the dividend paid (exclusive of the
imputation credit and the dividend withholding payment
credit)

combined tax and earner levy deduction has the same
meaning as combined tax and earner premium deduction

combined tax and earner premium deduction means, for a

source deduction payment, the total of—

(8 thetax deduction required to be made from the source
deduction payment under the PAY E rules; and

(b) the deduction required to be made from the source
deduction payment under—

(i)  section 115 of the Accident Rehabilitation and
Compensation Insurance Act 1992, on account of
the earner's premium payable by employees
under that Act; or

(if)  section 285 of the Accident Insurance Act 1998,
on account of the earner’s premium payable by
employees under that Act; or

(iii) section 221 of the Injury Prevention, Rehabilita-
tion, and Compensation Act 2001, on account of
the earner’s levy payable by employees under
that Act

commencement date, in subpart LF (Underlying foreign tax
credits), and in the definition of eligible accounting year,
means, for acompany, thefirst day of the company’ s account-
ing year in which 28 September 1993 falls

commencement of this Act, in sections YA 4 (Saving of bind-
ing rulings), YA 5 (Saving of accrual determinations), and YA 6
(Comparative tables of old and new provisions) means com-
mencement under section A 2(2) (Commencement)

commercial bill—
(@ includes—
(i) adocument creating or securing alegal or equita-
ble security over goods (as defined in section 16
of the Personal Property Securities Act 1999) for
the payment of money owing or to become
owing, whether or not the document is registered
under an Act; and
(i) ahbill of exchange (as defined in section 3 of the
Bills of Exchange Act 1908); and
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(ili) apromissory note (as defined in section 84 of the
Bills of Exchange Act 1908), other than a bank-
note; and

(iv) aTreasury Bill; and

(v) adocument or agreement that has substantially
the same purpose or effect as an item referred to
in any of subparagraphs (i) to (iv); and

(vi) ashareor interestinanitem referred toin any of
subparagraphs (i) to (v); and

(b)  does not include—

(i) adebentureor bond for the payment of a security
issued by a body corporate; or

(i) a security, whether legal or equitable, over an
estate or interest in land

commercial production means the production of

petroleum—

(& in a state suitable for delivery to a buyer, consumer,
processor, refinery, or user; and

(b) in commercial quantities; and

(c) onacontinuing basis

commission agency contract is defined in section OE 5(2)

(Commission agency contracts performed out of New

Zeadland) for the purposes of that section

commission agent is defined in section OE 5(2) (Commission
agency contracts performed out of New Zealand) for the pur-
poses of that section

Commissioner means the Commissioner of Inland Revenue
as defined in the Tax Administration Act 1994

common interestsis defined in section 0D 5(6D) (M odifications
to measurement of voting and market value interestsin case of
continuity provisions) for the purposes of section 0D 5(6B)

common market value interest—

(@ isdefined in section IG 1(5) (Companiesincluded in group
of companies) for the purposes of that section:

(b) isdefined in section 0D 5(6E) (M odifications to measure-
ment of voting and market value interests in case of
continuity provisions) for the purposes of section 0D 5(6D)

common voting interest—
(@ isdefined in section IG 1(5) (Companiesincluded in group
of companies) for the purposes of that section:
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(b) isdefined in section 0D 5(6E) (M odifications to measure-
ment of voting and market value interests in case of
continuity provisions) for the purposes of section 0D 5(6D)

Commonwealth—

(& means the British Commonwealth of Nations,; and

(b) includes every territory for whose international rela-
tions the Government of any country of the Common-
wealth is responsible

communal home is defined in section KC 4(2) (Rebate in certain

cases for housekeeper) for the purposes of that section

company—

(8 means abody corporate or other entity that has a legal
existence separate from that of its members, whether it
isincorporated or created in New Zealand or el sewhere:

(b) includes a unit trust:

() includes a group investment fund that is not a desig-
nated group investment fund, but only to the extent to
which the fund results from investments made into it
that are—

(i)  not from adesignated source, as defined in section
HE 2(3) (Group investment funds); and

(i) not made before 23 June 1983, including an
amount treated as invested at that date under para-
graph (c) or (d) of the definition of protected
amount in section HE 2(3) (Group investment
funds):

(d) includes an airport operator:

(e) includes a statutory producer board:

(f) includes a society registered under the Incorporated
Societies Act 1908:

(g) includes a society registered under the Industrial and
Provident Societies Act 1908:

(h) includes afriendly society:

(i)  includes a building society:

()  does not include a Maori authority:

(k) is further defined in section EX 31(7) (Direct income
interests in FIFs) for the purposes of that section

company dividend statement means a statement required by
section 67 of the Tax Administration Act 1994 to be com-
pleted and retained by a company for a dividend

1553



Part OB cl OB 1 Income Tax

1554

compar ative value method means the method of calculating
FIF income or FIF loss in section EX 44 (Comparative value
method)

completed, for a film, means the completion of the film to—
(@ the stage of production at which the film has been
completely edited, shot by shot, to its fina length; or
(b) aproduction stage equivalent to that described in para-
graph (a)
conduct, in sections FF 18 (Land used in specified activity) and
IE 2 (Specified activity net losses), and in the definitions of
existing farmer and specified activity, means carry on or
engagein or hold an interest in a specified activity, whether—
(@ aone; or
(b) in association with any other person or persons as—
(i) amember of a partnership; or
(i) amember of a specia partnership; or
(ili) ajoint venturer; or
(iv) aco-owner
conduit tax relief account means the account a conduit tax
relief company must maintain under section Ml 2 (Company
may elect to be conduit tax relief company and maintain
conduit tax relief account)

conduit tax relief additional dividend means a dividend
paid under section LG 1 (Conduit tax relief additional dividends)

conduit tax relief company means—

(8 acompany that has made an election under section MI 2
(Company may elect to be conduit tax relief company
and maintain conduit tax relief account), until the revo-
cation of that election is effective:

(b) acompany that is a conduit tax relief company under
section MI 16 (Consolidated group member is conduit
tax relief company)

conduit tax relief credit means the credit attached to the
dividend under section Ml 7 (Attachment of conduit tax relief
credit to dividend)

conduit tax relief group member hasthe meaning givento it
by section OE 7 (Conduit tax relief holding companies and
group members)
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conduit tax relief holding company has the meaning given
to it by section OE 7 (Conduit tax relief holding companies and
group members)

consider ation—

(@

(b)

(©)

in sections CT 1, CT 2, CX 37,CZ7, DT 2to DT 4, DT 8, and DZ 6

(which relate to petroleum mining), and in the defini-

tions of far m-out arrangement and petroleum miner,

includes money received or receivable and the market
value of property (other than money) received or
receivable:

for the purposes of section EE 36 (Application of sections

EE 40 to EE 43), has the meaning given to it by section

EE 37 (Consideration for purposes of section EE 36):

means an amount determined under the financial

arrangements rules in—

(i) thefinancia arrangements rules:

(if)  section EX 21(11) (Branch equivalent income or
loss: calculation rules):

(iii) section FC 10(8)(a) (Taxation of hire purchase
agreements):

(iv) section FD 10(4A)(b)(i) (Specia provisions relating
to dispositions of property):

(v) section FE 6(6)(b)(i) (Acquisition of property by
amalgamated company on qualifying
amal gamation):

(vi) section FE 7(2)(b)(i) (Succession of obligations of
amalgamating company under financia arrange-
ment on amalgamation):

(vii) section FE 10(6) (Treatment of financial arrange-
ments between amalgamating companies):

(viii) section HH 5(b) (Existing trusts becoming subject
to tax):

(ix) the definitions of lessee's acquisition cost and
lessor’s disposition value

consolidated group means, at any time, a consolidated group
formed under section FD 4 (Formation of consolidated group) as
it is constituted at that time

consolidation rules means—

@

the following provisions:
(i)  subpart FD (Consolidation of companies):
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(i)
(iii)
(iv)
(V)
(vi)
(vii)
(viii)
(ix)
(x)

(xi)

(xii)
(xiii)
(xiv)

(xv)

section GC 24 (Application of specific imputation
provisions to consolidated groups):

subpart HB (Consolidated groups of companies):
section IG 6 (Loss carry forward and grouping by
consolidated group and consolidated group
members):

section IG 7 (Attributed CFC net losses and FIF
net losses of consolidated group members):
section LC 16 (Foreign tax credits of consolidated
group members):

section MB 7 (Provisional tax of consolidated
group members):

sections ME 10 to ME 14 (which relate to consoli-
dated groups):

sections ME 25 to ME 28 (which relate to policy-
holder credit accounts and consolidated groups):
section ME 40 (Determinations by Commissioner
as to credits and debits arising to imputation
credit account):

sections MF 7 to MF 10 (which relate to consoli-
dated groups):

sections MG 13 to MG 16 (which relate to consoli-
dated groups):

section NB 1 (Withholding tax obligations of con-
solidated group members):

section NH 5 (Dividend withholding payments and
consolidated groups):

section NH 6 (Application of specific dividend
withholding payment provisions to consolidated
groups); and

(b) sections 73 and 74 of the Tax Administration Act 1994

continental shelf hasthe meaning given to it by the Continen-
tal Shelf Act 1964

continuity provisions means—

(8 section GC 2 (Arrangements to defeat application of net
loss carry forward provisions); and

(b) section GC 4 (Arrangement to defeat application of net
loss offset provisions); and

(c) section IE 1 (Net losses may be offset against future net
income); and
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(d) section IF 1 (Net losses may be offset against future net
income); and

(e) section IG 2(1) and (2)(e) (Net loss offset between group
companies); and

(f)  section LE 2(7) (Credits in respect of dividends to non-
resident investors); and

(g) section ME 5(1)(i) (Debits arising to imputation credit
account); and

(h)  section MF 4(1)(e) (Credits and debits arising to branch
equivalent tax account of company); and

(i)  section MF 4(3)(d) (Credits and debits arising to branch
equivalent tax account of company); and

()  section MG 5(1)(i) (Debits arising to dividend withholding
payment account)

contract of service is defined in section DC 4(5) (Payments to
working partners) for the purposes of that section

contribution, inthe fringe benefit tax rules, means a contribu-
tion made—

(@ directly; or

(b) indirectly by reimbursement through another person
control, for acompany, has the meaning given to it by section
0D 1 (Defining when company is under control of persons)

control interest, for a foreign company, has the meaning
given to it by sections EX 2 (Four categories for calculating
control interests) and EX 7 (Indirect control interests)

control interest category means 1 of the categories of control
interest listed in section EX 2(3) (Four categories for calculating
control interests)

controlled foreign company has the meaning given to it by
section EX 1 (When company is CFC)

controlled foreign company tax credit means a tax credit
availablefor crediting under section LC 4(1) (Foreign tax credits:
CFCs)

controlled petroleum mining company means a company

that is a petroleum miner if—

(& 90% or morein value of its outstanding shares are held,
directly or indirectly, by or for 5 or fewer persons; and

(b) the market value of any petroleum permit, including
petroleum mining assets attributabl e to that permit, held
by the company is at least 75% of the value of its assets
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minus its liabilities, as specified in the company’s
audited financial statement or accounts prepared
according to generally accepted accounting practice

controlled petroleum mining entity means—

(@ acontrolled petroleum mining company; or

(b) acontrolled petroleum mining holding company; or
(c) acontrolled petroleum mining trust; or

(d) acontrolled petroleum mining holding trust

controlled petroleum mining holding company means a
company if—
(& 90% or morein value of its outstanding shares are held,
directly or indirectly, by or for 5 or fewer persons; and
(b) thetotal market value of the following shares and trust
interests held by the company is at least 75% of the
value of itsassets minusitsliabilities, as specified in the
company’ s audited financial statement or accounts pre-
pared according to generally accepted accounting
practice:
(i)  sharesin petroleum mining companies:
(i)  sharesin petroleum mining holding companies:
(i) trust interests in petroleum minersthat are trusts:
(iv) trust interests in petroleum mining holding trusts

controlled petroleum mining holding trust means a trust

that is a petroleum miner if—

(@ 90% or morein value of the trust is owned, directly or
indirectly, by or for 5 or fewer persons; and

(b) thetotal market value of the following shares and trust
interests held by the trust is at least 75% of the value of
its assets minus its liabilities, as specified in the trust’s
accounts prepared according to generally accepted
accounting practice:
(i)  trustinterestsin petroleum miners that are trusts:
(if)  trust interests in other petroleum mining holding

trusts:

(ili) sharesin petroleum miners that are companies:
(iv) sharesin petroleum mining holding companies

controlled petroleum mining trust means a trust that is a

petroleum miner if—

(@ 90% or morein value of the trust is owned, directly or
indirectly, by or for 5 or fewer persons; and
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(b) the market value of a petroleum permit, including per-
mit-specific assets attributable to that permit, held by
the trust is at least 75% of the value of its assets minus
its liabilities, as shown in the trust’s accounts prepared
in accordance with generally accepted accounting
practice

controlling shareholder is defined in section HK 11(10) (Liabil-
ity for tax payable by company left with insufficient assets)
for the purposes of that section

convertible credit means a credit that a person is allowed

under Part L (Credits)—

(& asanimputation credit; or

(b) for adividend withholding payment, if the person is not
entitled to arefund of the credit under Part N (Withhold-
ing taxes and taxes on income of others)

convertible note means a bond, certificate, debenture, docu-

ment, note, or writing that—

(& isissued or given by a company; and

(b) iscontained in 1 document or in 2 or more documents
that together comply with paragraphs (c) and (d); and

(c) acknowledges, creates, evidences, or relatesto aloan to
the company or any money subscribed to the company
or any other liability of the company, whether or not
there is a charge over the undertaking or any of the
assets of the company securing some or al of the
amount for which the company has issued or given the
convertible note; and

(d) provides, in accordance with a trust deed or otherwise,
and whether exclusively or not,—

(i) for the holder to have a right to subscribe for
shares or stock in the capital of the company or in
the capital of any other company; or

(i)  for the amount or any part of the amount, with or
without interest and whether at par or otherwise,
to be converted into, or to be redeemed or paid by
the issue of, shares or stock in the capital of the
company, whether the conversion, redemption,
or payment by the issue of shares or stock is
mandatory or is at the option of the company or
of the holder of the convertible note
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co-oper ative company does not include a statutory producer
board

co-oper ative mar keting company is defined in section 0C 4(3)
(Co-operative marketing companies: regulations) for the pur-
poses of that section

copyright in a sound recording means the copyright in the
version of the recording of which copies have been sold or
offered for sale to the public

core acquisition price is defined in section EZ 45 (Definitions)
for the purposes of the old financial arrangements rules

cor por ation is defined in section KE 1(3) (Rebate for interest on
home vendor mortgages) for the purposes of that section

cor pus, for atrust other than a unit trust,—

(8 meansan amount equal to the market value of a settle-
ment of property on the trust at the date of settlement:

(b)  doesnot include an amount equal to the market value of
a settlement of any of the kinds described in paragraphs
(c) to (f), whether made directly or indirectly and
whether by 1 transaction or a series of transactions:

(c) for the purposes of paragraph (b), a settlement that is not
included is a settlement of property by a trustee of
another trust to the extent to which, if the property were
distributed at that time to a person and the person were
at that time abeneficiary resident in New Zealand of the
other trust, the distribution would have constituted
beneficiary income of the beneficiary or ataxable distri-
bution to the beneficiary:

(d) for the purposes of paragraph (b), a settlement that is not
included is a settlement of property that, but for the
Settlement,—

(i)  would have constituted income of the settlor; or

(i)  would have constituted income of the settlor if at
the time of the settlement the settlor had been a
person resident in New Zealand subject to the
provisions of this Act:

(e) for the purposes of paragraph (b), a settlement that is not
included is a settlement of property that, but for the
settlement, would have constituted a dividend—

(i) for which the settlor would have been liable to
deduct an amount by way of dividend withhold-
ing payment under section NH 1 (Liability to make
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()

deduction in respect of foreign withholding pay-
ment dividend); or

(i)  for which the settlor would, if the settlor were at
the time of the settlement a person resident in
New Zealand subject to the provisions of this
Act, have been liable to deduct an amount by way
of dividend withholding payment under section
NH 1 (Liability to make deduction in respect of
foreign withholding payment dividend):

for the purposes of paragraph (b), a settlement that is not

included is a settlement of property for which the settlor

claims a deduction

corresponding income year, for atax year, means an income
year that ends in the period starting on 1 October in the tax
year and ending on 30 September immediately after the tax

year

cost—

(@

(b)
(©)

in subpart EB (Valuation of trading stock (including
dealer's livestock)), for trading stock, means costs
incurred in the ordinary course of business to bring
trading stock to its present location and condition,
including purchase costs and costs of production, calcu-
lated under sections EB 5 to EB 7 (Which relate to standard
valuation), EB 13 (Cost for low-turnover traders), EB 14
(Costs of manufacturing or producing trading stock),
EB 16 (Costs of acquiring trading stock), and EB 20
(Valuing closing stock consistently):

is defined in section ND 1J(3) (Goods: value of benefit) for
the purposes of that section:

is defined in section ND 1P (Definitions for sections ND 1N
and ND 10) for the purposes of sections ND 1N (Goods at
staff discount) and ND 10 (Goods on special with staff
discount)

cost price—

@

(b)

in subpart EC (Valuation of livestock), does not include
any amount of input tax in relation to the supply of
livestock or trading stock to a person; and

in section FC 6 (Effect of specified lease on lessor and
lessee), and in the definition of specified lease, and for a
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lease asset, means the amount of expenditure of a capi-
tal nature that isincurred, in acquiring and installing the
lease asset,—
(i) by thelessor; or
(i) if the lessor under alease acquires the lease asset
as lessee under any other lease, by the person
who is the lessor in the other lease; and

(c) as aqudification on paragraph (b), if, in carrying on a
business in the income year in which the lease asset is
acquired, the lessor acquires, manufactures, or assem-
bles as trading stock, and distributes or sells, an asset of
the same kind as the lease asset, the cost price for the
lease asset is an amount equal to the normal price for
which, at the start of the lease period, the lessor would
have sold an asset of the same kind as the lease asset to
the lessee; and

(d) asanother qualification on paragraph (), if the lessor has
used the lease asset in deriving income before the lease
is entered into, the cost price of the lease asset is equal
to the capital expenditure incurred by the lessor in
acquiring the lease asset, reduced by the total of the
amounts of depreciation loss for which the lessor has
been allowed deductions for the lease asset; and

(e) as another qualification on paragraph (b), if, for a lease
asset and a lease entered into on or after 29 October
1983, an amount cannot be determined under any of
paragraphs (b) to (d), the cost price for the lease asset is
an amount equal to the market price of the lease asset at
the start of the term of the lease or, if there is no such
market price or there are 2 or more, is an amount equal
to the amount that, in the circumstances of the case, is
reasonable, having regard to the nature of the | ease asset
and to the tenor of this definition

cost price option means the livestock valuation method
specified in section EC 20 (Cost price, market value, or replace-
ment price)
counted associate is defined in section €D 14(9) (Returns of
capital: off-market share cancellations) for the purposes of
that section
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counted income has the meaning given to it by section BD 1(4)
(Income, exempt income, excluded income, and counted
income)

credit account continuity provisions means—

(8 section ME 5(1)(i) (Debits arising to imputation credit
account); and

(b)  section MF 4(1)(e) and (3)(d) (Credits and debits arising to
branch equivalent tax account of company); and

(c) section MG 5(1)(i) (Debits arising to dividend withholding
payment account)

credit of tax isdefined in section GB 1(2C) (Agreements purport-
ing to alter incidence of tax to be void) for the purposes of that
section

Crown Research Institute has the meaning given to it by
section 12 of the Crown Research Institutes Act 1992

current value, for agroup investment fund and for any day in
any tax year, means the capital value to which all the follow-
ing apply:
(@ it hasthe meaning givento it by the Trustee Companies
Act 1967 or the Public Trust Act 2001; and
(b) itisthecapital value of theinvestmentsand funds of the
group investment fund; and
(c) itisthe capital value—
(i) last determined before that day under section 31
of the Trustee Companies Act 1967 or section 66
of the Public Trust Act 2001; or
(i)  determined onthat day, if that isthe day onwhich
the capital value is so determined

date of transfer, in subpart FF (Matrimonial transfers), and in
the definitions of income year of transfer and tax year of
transfer, for property transferred under a matrimonia agree-
ment, means the date on which the property was transferred

date the deposit ceases—

(@) isdefined in section EH 34 (Some definitionsused in main
income equalisation scheme) for the purposes of the
main income equalisation scheme:

(b) is defined in section EH 62 (Some definitions used in
adverse event income equalisation scheme) for the pur-
poses of the adverse event income equalisation scheme:

(c) is defined in section EH 80 (Some definitions used in
thinning operations income equalisation scheme) for
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the purposes of the thinning operations income equal-
isation scheme

debenture holder includes the owner of debenture stock
debentur es includes debenture stock

deduction, for a person, means a deduction of the person
under section BD 2 (Deductions)

deemed rate of return method means the method of calcu-
lating FIF income or FIF loss in section EX 45 (Deemed rate of
return method)

deferred military pay is defined in section CW 19(2) (Deferred
military pay for active service) for the purposes of that section

defined benefit fund means a superannuation scheme, regis-
tered under the Superannuation Schemes Act 1989, that must
comply with section 15(1)(a) of that Act

dependent child, for achild and for aperson, means a child—

(& whosecareisprimarily the responsibility of the person;
and

(b) who is being maintained as a member of the person’s
family; and

(c) whoisfinancially dependent on the person; and

(d) whoisnot achild for whom payments are being made
under section 363 of the Children, Y oung Persons, and
Their Families Act 1989; and

(e) who is not a child for whom a benefit is being paid
under section 28 or 29 of the Social Security Act 1964

deposit—

(8 isdefined in section EH 34 (Some definitionsused in main
income equalisation scheme) for the purposes of the
main income equalisation scheme:

(b) is defined in section EH 62 (Some definitions used in
adverse event income equalisation scheme) for the pur-
poses of the adverse event income equalisation scheme:

(c) is defined in section EH 80 (Some definitions used in
thinning operations income equalisation scheme) for
the purposes of the thinning operations income equal-
isation scheme

depreciable intangible property has the meaning given to it
by section EE 52 (Depreciable intangible property)
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depreciable property has the meaning given to it by sections

EE 6 (What is depreciable property) and EE 7 (What is not

depreciable property)

depreciating property means property for which a person—

(@ is alowed a deduction for an amount of depreciation
loss; or

(b) may make a deduction on account of amortisation of
expenditure under section EZ 28 (Buying patent rights
before 1 April 1993), EZ 29 (Premium paid on land
leased before 1 April 1993), or any other amortisation
provision

depreciation loss—

(@ meansalossthat a person hasin the circumstances set
out in section EE 1(2) (What this subpart does); and

(b) includes a deduction for depreciation that a person was
allowed under an earlier Act

depreciation method has the meaning given to it by section
EE 57 (Other definitions)

depreciation per centage means a percentage set by the Com-

missioner under section EC 35 (Setting depreciation percen-

tages)

depreciation recovery income—

(@ meansincomethat aperson hasin the circumstances set
out in section EE 1(3) (What this subpart does); and

(b) includes income that a person had under the corres-
ponding provision of an earlier Act

derived from New Zealand has the meaning given to it by
section OE 4 (Classes of income treated as having source in
New Zealand)

designated group investment fund means—
(@ a group investment fund whose investments and
funds—
(i) areinvested wholly in investments authorised by
section 4(1)(a) to (j) of the Trustee Act 1956
(which is interpreted as if the Trustee Amend-
ment Act 1988 had not been enacted); and
(i) are not investments authorised solely by the
instrument, if any, creating the trust under which
the group investment fund is established; or
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(b) agroup investment fund whose investments and funds
areinvested wholly in and for the purposes of the carry-
ing on of aforestry business on land in New Zealand, to
the extent to which the investments and funds are
invested in the land that the group investment fund
owned or otherwise held on 22 June 1983 for the pur-
poses of the forestry business

designated sourcesis defined in section HE 2(3) (Group invest-
ment funds) for the purposes of that section

development is defined in section DB 27 (Some definitions) for
the purposes of sections DB 26 (Research or development) and
DB 27

diminished value, for an income year, means expenditure on

an improvement described in section DO 4 (Improvements to

farming land), D0 6 (Improvements to aquacultural business),
or DP 4 (Improvements to forestry land), reduced by the total
of—

(@ every amount allowed as a deduction for the expendi-
ture to any person in any previous income year under
this Act or an earlier Act; and

(b) every amount allowed as a deduction for the expendi-
ture to any person in the income year under this Act,
except an amount allowed as a deduction in the income
year under section D0 4 (Improvements to farming land),
D0 6 (Improvements to aquacultural business), or DP 4
(Improvements to forestry land)

diminishing value equivalent is defined in section EC 32(6)
(Closing value of high-priced livestock) for the purposes of
that section

diminishing value method has the meaning given to it by
section EE 57 (Other definitions)

diminishing value rate has the meaning given to it by section
EE 57 (Other definitions)

direct control interest has the meaning given to it by
section EX 5 (Direct control interests)

direct income interest has the meaning given to it by section
EX 9 (Direct income interests)
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direct market value circumstance means a market value
circumstance for acompany other than amarket value circum-
stance within the meaning of paragraph (g) of the definition of
market value circumstance

direct market valueinter est meansamarket valueinterest of
aperson in acompany other than amarket valueinterest of the
person in the company to the extent to which it is treated as
arising only under section 0D 4(3)(d) (Market value interests)

direct voting interest means avoting interest of apersonina
company other than a voting interest of the person in the
company to the extent to which it is treated as arising only
under section 0D 3(3)(d) (\ oting interests)

director—
(& means—

(i) a person occupying the position of director by
whatever name called:

(i) aperson in accordance with whose directions or
instructions the persons occupying the position of
directors of a company are accustomed to act:

(ili) aperson treated as being a director by any other
provision of this Act:

(iv) inthe case of an entity that does not have direc-
tors and that is treated as, or assumed to be, a
company by a provision of this Act, any trustee,
manager, or other person who acts in relation to
the entity in the same way asadirector would act,
or in a similar way to that in which a director
would act, were the entity a company incor-
porated in New Zeadland under the Companies
Act 1993:

(b) is defined in section HK 11(10) (Liability for tax payable
by company left with insufficient assets) for the pur-
poses of that section

director election means an election made by the directors of a
company under section HG 3 (Director el ections, and revocation
of director elections)

disabled workshop payment is defined in section CW 26(2)
(Allowances and benefits) for the purposes of that section

discontinuance profit means the amount calculated by alife
insurer following the steps in section EY 35 (Discontinuance
profit for income year)
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discontinuance profit formula means the formula in section

EY 36 (Discontinuance profit formula (existing policies)) or

the formula in section EY 37 (Discontinuance profit formula

(new policies))

discount payment date is defined in section EZ 3(3) (Base

premium for 1998-99 premium year under Accident Insur-

ance Act 1998) for the purposes of that section

disposal,—

(@ in sections CB 23 (Disposal of timber or right to take
timber), 6B 24 (Disposal of land with standing timber),
and GD 15 (Disposal of timber, or right to take timber, or
standing timber to associated person), includes—

(i)  thegrant of alicence or easement:

(i)  the creation or grant of aright to take timber:

(iii) the creation of a forestry right, as defined in
section 2 of the Forestry Rights Registration Act
1983, other than a right in favour of the
proprietor:

(iv) thedistribution by acompany of timber or aright
to take timber that is treated by section GD 2 (Dis-
tribution of trading stock to shareholders of com-
pany) asif it were asale of the timber or theright:

(b)  in section CB 26 (Disposal of minerals), includes—

(i) thegrant of alicence or easement:

(i)  the grant of aright to take minerals from land:

(c) insections CT 1, CX 37, CZ 7, DT 2 to DT 4, DT 8 to DT 11, DT 18,
DZ 6, DZ 8, EJ 12, EJ 13, EJ 15, and GC 12 (which relate to
petroleum mining),—

(i)  means the sale or transfer of any asset, volunta-
rily or involuntarily; and

(i)  includes the loss or destruction of any asset

disposal of control or income interests is defined in section
GC 9(7) (Variations in control or income interests in foreign
companies) for the purposes of that section

disposal of land is defined in section EB 22 (Some definitions)
for the purposes of sections CB 5 to CB 21

disposition of property, in the trust rules, and in the defini-
tionsof settlor and super annuation contribution, but not for
aunit trust,—
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(& means an assignment, conveyance, delivery, payment,
settlement, transfer, or other alienation of property,
whether at law or in equity; and

(b) without limiting the generality of paragraph (a),
includes—

(i) theissue of sharesin a company:

(i)  the creation of atrust:

(iif) the grant or creation of a charge, lease, licence,
mortgage, power, servitude, or other estate,
interest, or right, in or over property:

(iv) the abandonment, discharge, forfeiture, release,
or surrender of acontract, debt, or thing in action,
or of an estate, interest, power, or right in or over
property; and for this purpose a debt, or any other
estate, interest, or right, is treated as having been
released or surrendered when it becomes irrecov-
erable or unenforceable by action or for any
reason ceases to exist:

(v) theexerciseof ageneral power of appointment in
favour of a person other than the holder of the
power; and

(c) includes a disposition as defined in paragraph (a) or (b) by
will or intestacy; and

(d) does not include a disclaimer of an interest under a
disposition made during life or by will; and

(e) does not include a disclaimer of an interest under an
intestacy

distinctive work clothing is defined in section CX 27(2) (Dis-
tinctive work clothing) for the purposes of that section

distribution, in sections EW 58 (Income when debt forgiven to
trustee), Ez 36 (Forgiveness of debt), HH 1 (Interpretation), HZ 1
(Trust distributions), LC 1(2) (Credits in respect of tax paid in
country or territory outside New Zealand), and LC 4(7) (Foreign
tax credits: CFCs), in the trust rules, and in the definitions of
corpus, foreign trust, non-qualifying trust, qualifying
trust, and taxable distribution, for a beneficiary and for a
trust, other than for a unit trust,—
(@ means any of the following, whether it occurs directly
or indirectly and by 1 transaction or a series of
transactions,—
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(b)

(i)
(i)
(iii)

the vesting absolutely in interest in the bene-
ficiary of any property of the trust; or

the payment to the beneficiary of any property of
the trust; or

the application for the benefit of the beneficiary
of any property of the trust; and

without limiting the generality of paragraph (a),
includes—

(i)

(i)

(iii)

(iv)

v)

(vi)

the disposal or making available by the trustee to
the beneficiary of any property of thetrust for less
than market value, to the extent to which either is
done; and

the provision of services by the trustee to the
beneficiary for less than market value, to the
extent to which this is done; and

the disposal or making available by the bene-
ficiary to the trustee of any property for greater
than market value, to the extent to which either is
done; and

the provision of services by the beneficiary to the
trustee for greater than market value, to the extent
to which thisis done; and

a settlement by the trustee to or for the benefit of
or on the terms of another trust, to the extent to
which, if the amounts, property, or sums consti-
tuting the settlement were distributed at that time
to a person who was at that time a beneficiary
resident in New Zealand, the amounts, property,
or sums would have constituted beneficiary
income of the beneficiary or ataxable distribution
to the beneficiary; and

in sections EW 58 (Income when debt forgiven to
trustee) and EZ 36 (Forgiveness of debt), a settle-
ment by the trustee of a trust, to the extent to
which the settlement is to or for the benefit of or
on the terms of another trust and the amounts,
property, or sums constituting the settlement
were from amounts forgiven and treated as paid
in the cases described in section EW 54(1) or (2)
(Consideration when debt forgiven for natural
love and affection) or EZ 36(1) (Forgiveness of
debt); and
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(©)

for the purposes of paragraphs (a) and (b), the fact that the
beneficiary is or will become a beneficiary under the
terms of the trust does not constitute the giving or
receiving of any value

dividend—

(@

(b)

(©)

(d)

(€)

is defined in sections CD 2 to €D 43 (wWhich relate to income

from equity) for the purposes of this Act, except for the

definition of investment society dividend:

for the purposes of resident withholding income and in

the RWT rules, does not include any dividend of the

kind listed in section NF 1(2)(b)(i) to (viii) (Application of

RWT rules), as subject to the proviso to that subsection:

in the NRWT rules,—

(i)  includes a dividend withholding payment credit
attached to the dividend; and

(i)  includes an amount paid to ashareholder that isa
company and a related person under section
CD 34(14) to (16) (Available capital distribution
amount) of the company paying the amount, if
the amount is excluded from dividend treatment
generally only as a result of sections CD 18(2)(h)
(Capital distributions on liquidation) and CD 34
(Available capital distribution amount); and

(iii) does not include the amount of any imputation
credit attached to the dividend:

in subpart LE (Non-resident investors),—

(i)  includes an amount paid to a shareholder that isa
company and a related person under section
CD 34(14) to (16) (Available capital distribution
amount) of the company paying the amount, if
the amount is excluded from dividend treatment
generaly only as a result of sections CD 18(2)(h)
(Capital distributions on liquidation) and CD 34
(Available capital distribution amount); and

(i)  does not include any non-cash dividend; and

(iii) does not include any dividend derived by a life
insurer from a company treated as resident in
New Zealand because of the Commissioner
granting an application under section EY 48 (Non-
resident life insurer may become resident):

in sections GC 24 (Application of specific imputation pro-

visionsto consolidated groups) and ME 15 to ME 24 (which
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relate to policyholder credit accounts), subpart MF

(Branch equivalent tax accounts), and sections MG 14 to

MG 16 (which relate to consolidated groups) and NH 6

(Application of specific dividend withholding payment

provisions to consolidated groups), in the dividend

withholding payment rules and the imputation rules,
and in the definitions of benchmark dividend, com-
bined imputation and dividend withholding pay-
ment ratio, company dividend statement, dividend
withholding payment, dividend withholding pay-
ment credit, dividend withholding payment ratio,
excess credit amount, foreign withholding payment
dividend, imputation credit, imputation ratio, pay

(paragraph (a)), shareholder dividend statement, and

subsequent dividend, does not include—

(i) any dividend paid on a specified preference share
to which section FZ 1 (Deduction for dividends
paid on certain preference shares) applies:

(i) any amount treated as a dividend under section
GD 3 (Payment of excessive salary or wages, or
allocation of excessive share of profits or losses,
to relative employed by or in partnership with
taxpayer) or GD 5 (Excessive remuneration by
close company to shareholder, director, or rela-
tive) or the proviso to section HF 1(5) (Profits of
mutual associations in respect of transactions
with members):

(f)  insubpartLF (Underlying foreign tax credits) and sections
NH 1 to NH 3 (which relate to dividend withholding pay-
ments) and NH 5 (Dividend withholding payments and
consolidated groups), and in the definitions of eligible
accounting year and excess credit amount, includes
any dividend paid on a specified preference share to
which section FZ 1 (Deduction for dividends paid on
certain preference shares) applies

dividend withholding payment means the amount payable
by a company under section NH 2 (Amount of dividend with-
holding payment to be deducted) for foreign withholding pay-
ment dividends paid to the company during any quarter



Income Tax Part OB cl OB 1

dividend withholding payment account means the account
required to be maintained by a company that elects to main-
tain such an account under section MG 2 (Company may elect to
maintain dividend withholding payment account)

dividend withholding payment account company means a
company that, having made an election under section MG 2(1)
(Company may elect to maintain dividend withholding pay-
ment account), is required by section MG 2(3) to maintain a
dividend withholding payment account

dividend withholding payment account return isdefined in
section NF 8(4) (Resident withholding tax deductions from div-
idends deemed to be dividend withholding payment credits)
for the purposes of that section

dividend withholding payment credit means the amount
attached to adividend under section MG 6 (Company may attach
dividend withholding payment credit to dividend)

dividend withholding payment deduction means the deduc-
tion that section NH 1 (Liability to make deduction in respect of
foreign withholding payment dividend) requires to be made
for a foreign withholding payment dividend paid to a
company

dividend withholding payment penalty tax means tax pay-
able under section 140C of the Tax Administration Act 1994

dividend withholding payment ratio means an amount cal-
culated using the formula—

a
b

where—

a is the amount of any dividend withholding payment
credit attached to a dividend (the amount is zero if no
such credit is attached)

b is the amount of the dividend paid (exclusive of any
imputation credit or dividend withholding payment
credit)

dividend withholding payment rules means—

(8 thefollowing provisions:

(i)  section GC 25 (Avoidance of dividend withholding
payments):
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(if)  section GC 27 (Arrangement to defeat application
of dividend withholding payment account
provisions):

(iii) section LD 8 (Credit of tax for dividend withhold-
ing payment credit in hands of shareholder):

(iv) section LD 9 (Refund to non-resident or exempt
shareholders):

(v) subpart LF (Underlying foreign tax credits):

(vi) section MD 4 (Application of income tax or divi-
dend withholding payments not refunded):

(vii) sections MG 1 to MG 12 (which relate to dividend
withholding payment accounts):

(viii) subpart MZ (Terminating provisions):

(ix) sections NH 1 to NH 4 (which relate to dividend
withholding payments):

(X) section OB 6(1)(d) and (e) (Meaning of income tax);
and

(b) sections 30, 68, 71, 72, 102 to 104, 139B, 140C,
140D(1) and (3), 181, and 185 and Part 7 of the Tax

Administration Act 1994

double tax agreement has the meaning given to it by section
BH 1 (Double tax agreements)

dual resident company is defined in section 16 2(11) (Net |oss
offset between group companies) for the purposes of that
section

early balance date has the meaning given to it by section
OF 1(2) (References to balance dates and years generaly)

economic rate has the meaning given to it by section EE 57
(Other definitions)

economic unit is defined in section CB 19(3) (Farmland exclu-
sion from sections CB 10 and CB 11) for the purposes of that
section

education grant is defined in section CF 1(2) (Benefits, pen-
sions, compensation, and government grants) for the purposes
of that section

effective inter est, for aperson or acompany and for any time

or any income year, means, subject to section HG 2 (Determina-

tion of effective interest in company),—

(@ the person’svoting interest in the company at the time
or for the income year; or
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(b) if thereisamarket value circumstance for the company
at the time or at any time during the income year, the
average of—

(i)  theperson’svoting interest in the company at the
time or for the income year; and

(i)  theperson’ smarket vaueinterest in the company
at the time or for the income year

elected period is defined in section KD 5(1) (Credit of tax by

instalments) for the purposes of subpart KD (Tax credits for

family support and family plus)

election day wor ker means a person to whom all the follow-

ing apply:

(@ the person is engaged as a Deputy Returning Officer,
poll clerk, interpreter, or usher, or for any other pur-
pose, for—

(i) an election or poll held under the provisions of
the Electoral Act 1993 or the Local Electoral Act
2001 or the Local Restoration Polls Act 1990; or

(i) anelection or poll to which any of the provisions
of the Electoral Act 1993 or the Local Electoral
Act 2001 or the Local Restoration Polls Act 1990
applies; or

(iii) an election or poll held or conducted simultane-
ously with and in the same premises as an elec-
tion or poll referred to in subparagraph (i) or (ii); and

(b) the person is paid by the authority controlling the elec-
tion or poll; and

(c) the person’s payment is exclusively for work done or
services rendered immediately before, on, or immedi-
ately after the day on which the election or poll is held
or taken

electronic format means the format and the electronic means
by which areturn or particularsthat are filed electronically are
provided

eligible accounting year means, for a person and for a divi-
dend paid by a company, an accounting year of the company
that is—

(& anaccounting year of the company, if the person has, at
all timesduring the accounting year, asufficient interest
in the company:

(b) 1 of the following:
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(©)

(d)

(i) theaccounting year in which thedividend ispaid;
or

(i)  the accounting year of the company immediately
before the accounting year in which the dividend
is paid; or

(iii) an accounting year immediately before an €li-
gible accounting year:

if the company isalow tax jurisdiction company at any

time during the accounting year,—

(i) anaccounting year ending on or after 28 Septem-
ber 1993; or

(i) an accounting year ending on or after 1 April
1988, in which the company is at al times a
controlled foreign company; or

(ilf) an accounting year, if section LF 6(3) (Procedures
with respect to underlying foreign tax credit)
applies for the company and the accounting year:

if an accounting year starts before the commencement

date, an accounting year for which the person has filed

details under section LF 6(1) (Procedures with respect to

underlying foreign tax credit)

eligible company means, at any time, a company that, at the
time,—

(@)
(b)

(©)
(d)

isresident in New Zealand; and

is not a company that, under a double tax agreement, is

treated as not being resident in New Zealand for the

purposes of the agreement; and

is not a loss attributing qualifying company; and

is not a company that derives only exempt income, the

words “ acompany that derives only exempt income” —

(i) including a local authority that is not a loca
authority trading enterprise; and

(i) not including a company whose income is
exempt under sections CW 9 to CW 11 (which relate
to income from equity)

eligible period, for a person, means a period forming a part or
the whole of a specified period, during which—

(@)
(b)

the person is a qualifying person for each day; and
another person does not start or cease to be a spouse of
the person on any day; and
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(©)

(d)

the person does not start or cease to be the principal
caregiver of adependent child other than on thefirst or,
as applicable, the last day; and

a child for whom the person is the principal caregiver
does not cease to be a dependent child other than on the
first or, as applicable, the last day

emergency call has the meaning given to it by section CX 29
(Meaning of emergency call)
employee—

@
(b)

(©

(d)

(€)

(f)

means a person who receives or is entitled to receive a

source deduction payment:

in sections CW 13 (Expenditure on account, and reim-

bursement, of employees) and CW 14 (Allowance for

additional transport costs),—

(i) means a person who receives or is entitled to
receive a source deduction payment; and

(i)  includes a person to whom section 0B 2(2) (Mean-
ing of source deduction payment: shareholder-
employees of close companies) applies:

in the fringe benefit tax rules, and in the definition of

shar eholder -employee (paragraph (b)), means a person

who (whether in the past, present, or future) receives or

is entitled to receive a source deduction payment, but

this reference to a source deduction payment does not

include—

(i) apayment described in the definition of salary or
wages in any of paragraph (b)(iii) or (vii) to (xiii); or

(i) awithholding payment specified in Part E of the
Income Tax (Withholding Payments) Regula-
tions 1979 for which the person is liable for
income tax under section BB 1 (Imposition of tax):

is defined in section DC 14 (Some definitions) for the

purposes of sections DC 11 to DC 14 (Which relate to share

purchase schemes):

in section 0B 2(2) (M eaning of source deduction payment:

sharehol der-employees of close companies), includes a

director for the purposes of sections EA 3 (Prepayments),

EA 4 (Deferred payment of employment income), and

El 7 (Matching rule for employment income of share-

holder-employee):

for an employer, means an employee of the employer
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employee share loan has the meaning given to it by section
CX 30 (Meaning of employee share loan)

employer—

means a person who pays or is liable to pay a source
deduction payment:

includes,—

@
(b)

(©

(d)

(i)

(i)
(iii)

(iv)

for an unincorporated body of persons other than
a partnership, the manager or other principal
officer:

for a partnership, each partner:

for the estate of a deceased person, a trust, a
company in liquidation, an assigned estate, or for
any other property vested or controlled in afidu-
ciary capacity, each person in whom the property
has become vested or to whom control of the
property has passed:

for payments of New Zealand superannuation,
veterans' pensions, and income-tested benefits,
the chief executive of the department currently
responsible for administering the Social Security
Act 1964:

in the fringe benefit tax rules, means a person who pays
or is liable to pay (whether in the past, present, or
future) a source deduction payment, but this reference
to a source deduction payment does not include—

(i)
(if)

apayment described in the definition of salary or
wages in any of paragraph (b)(iii) or (vii) to (xiii); or
awithholding payment specified in Part E of the
Income Tax (Withholding Payments) Regula-
tions 1979:

in the fringe benefit tax rules, includes—

(i)

(i)
(iii)

(iv)

for an unincorporated body of persons other than
a partnership, the manager or other principal
officer:

for a partnership, each partner:

for the estate of a deceased person, a trust, a
company in liquidation, an assigned estate, or for
any other property vested or controlled in afidu-
ciary capacity, each person in whom the property
has become vested or to whom control of the
property has passed:

the Crown:
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(e) is defined in section ND 10(6) (Unclassified benefits) for
the purposes of that section:
(f)  for an employee, means the employer of the employee

employer monthly schedule means aform an employer must

provide to the Commissioner in either manual format or in

electronic format showing—

(@ the name and tax file number of the employer; and

(b) the name of every person who was an employee of the
employer at any time during the period to which the
employer monthly schedule relates; and

(c) if supplied to the employer, the tax file number of each
employee to whom paragraph (b) refers; and

(d) thetax code of each employeeto whom asource deduc-
tion payment that is not an extra pay is made; and

(e) for each employee in the month to which the schedule
relates, the amount of gross earnings, the total amount
of tax deductions made, and the amount of earnings not
liable to the earner premium; and

(f) if applicable, particulars of child support and student
loan deductions made; and

(@) in the month in which an employee starts, the date on
which they started to be an employee of the employer;
and

(h) inthe month in which an employee ceases, the date on
which they ceased to be an employee of the employer;
and

(i) theidentity of each employeewho received an extrapay
at arate less than the rate specified in schedule 19, clause
8(b) (Basic tax deductions); and

()  other particulars required by the Commissioner for a
class of employer

employer’s contributions to superannuation savings
means—
(8  specified superannuation contributions made on or after

1 April 2000 other than—

(i)  those that are treated as salary and wages under
section NE 2A (Employee €election that specified
superannuation contributions be treated as salary
or wages); or

(i)  those on which specified superannuation contri-
bution withholding tax has been paid at the rate
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(b)
(©)

specified in schedule 1, part A, clause 10(a) (Basic
rates of income tax and specified superannuation
contribution withholding tax); and

any return on those specified superannuation contribu-

tions; and

reserves, that is, specified superannuation contributions

made on or after 1 April 2000 that do not vest in a

member of the superannuation fund and any return on

the specified superannuation contributions, as follows:

(i)  for asuperannuation fund with 10 or more unas-
sociated members, reserves that have been allo-
cated to a member of the superannuation fund,
other than those allocated to an account of the
member’s contributions for smoothing invest-
ment returns, or

(i)  for all other superannuation funds, reserves

employer’s premises is defined in section CX 21(2) (Benefits
provided on premises) for the purposes of that section
employer’s superannuation contribution means a superan-
nuation contribution provided by an employer for the benefit
of an employee or employees of the employer

employing company is defined in section DC 14 (Some defini-
tions) for the purposes of sections DC 11 to DC 14 (which relate to
share purchase schemes)

employment—

(@

(b)

in the fringe benefit tax rules, means the activity that

entitled, entitles, or will entitle aperson performingit to

receive a source deduction payment, but this reference
to a source deduction payment does not include—

(i) apayment described in the definition of salary or
wages in any of paragraph (b)(iii) or (vii) to (xiii); or

(i) awithholding payment specified in Part E of the
Income Tax (Withholding Payments) Regula-
tions 1979:

in subpart KD (Tax credits for family support and family

plus), and in the definitions of full employment, full-

time earner, and fully employed per son,—

(i)  means the activity that entitles or will entitle a
person performing it to receive a source deduc-
tion payment, but this reference to a source
deduction payment does not include a payment



Income Tax Part OB cl OB 1

described in the definition of salary or wagesin
any of paragraph (b)(iii), (vii), and (viii) or a withhold-
ing payment specified in Part E of the Income
Tax (Withholding Payments) Regulations 1979;
and

(i)  includes non-activity on a day by a person who
receives a source deduction payment for the day,
because the person istreated as having performed
the activity on the day to an extent determined by
the Commissioner, having regard to the day, the
pay period in which it occurs, the circumstances
giving rise to the source deduction payment, and
any other circumstances that the Commissioner
considers relevant; and

(iii) includes activity on a day by a person who
receives a source deduction payment for the day
even though their activity isless than the activity
that would normally give rise to the source
deduction payment, because the person is treated
as having performed the activity on the day to an
extent determined by the Commissioner, having
regard to the day, the pay period in which it
occurs, the circumstances giving rise to the
source deduction payment, and any other circum-
stances that the Commissioner considers
relevant:

(c) is defined in section KD 3(1) (Calculation of family tax
credit) for the purposes of that section

employment income means an amount that is income under
section CE 1 (Amounts derived in connection with
employment)

employment limitation has the meaning given to it by section
DA 2(4) (General limitations)

employment-related loan means a loan that is a fringe
benefit

entitlement period means the first 56 days after the date of a
dependent child’s birth

established activity is defined in section IE 2(8) (Specified
activity net losses) for the purposes of that section
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estate, for land,—

(8 means an estate in the land, whether legal or equitable,
and whether vested or contingent, in possession, rever-
sion, or remainder; and

(b) includes aright, whether direct or through a trustee or
otherwise, to—
(i)  the possession of the land; or
(i)  thereceipt of the rents or profits from the land; or
(iii)  the proceeds of the disposal of the land; and

(c) does not include a mortgage

estimated residual market value—

(@ for an item of depreciable property, has the meaning
given to it by section EE 57 (Other definitions):

(b) for high-priced livestock, means its market value at the
end of its estimated useful life, estimated reasonably as
at the date of acquisition and based upon an assumption
of normal and reasonable maintenance over its esti-
mated useful life

estimated useful life—

(8 for an item of depreciable property, has the meaning
given to it by section EE 53 (Estimated useful life):

(b) for high-priced livestock, means the period over which
the livestock might reasonably be expected to be useful
in deriving income or carrying on a business in New
Zealand, taking into account—

(i)  thepassage of time, likely wear and tear, exhaus-
tion, and obsolescence; and

(i) an assumption of normal and reasonable
maintenance

excepted financial arrangement—

(@ hasthe meaning given to it by section EW 12 (What is an
excepted financial arrangement?); and

(b) hasthe meaning given to it by section EZ 45 (Definitions)

excess credit amount means an amount calculated under
section MG 10(2) (Dividend with both imputation credit and
dividend withholding payment credit attached) for a dividend
with a combined imputation and dividend withholding pay-
ment ratio exceeding the ratio stated in section MG 10(1)
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excess expenditure—

(@) is defined in section CZ 6(2) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section:

(b) is defined in section DZ 7(6) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section

excess retention tax means excess retention tax imposed
under the Income Tax Act 1976

exchange variation is defined in section GZ 10(5) (Exchange
variations on 8 August 1975) for the purposes of that section

excluded depreciable property has the meaning given to it
by section EE 54 (Excluded depreciable property)

excluded income has the meaning given to it by section BD 1(3)
(Income, exempt income, excluded income, and counted
income)

excluded option means, for a company, an option to acquire

or dispose of a share in the company if—

(@ the directors of the company did not know and could
not reasonably be expected to know that the option had
been granted; or

(b) neither the grantor of the option nor any person associ-
ated with the grantor of the option at the time the option
is granted holds a share in the company over which the
option is granted at the time the option is granted,
whether directly or indirectly, but this paragraph does
not apply in a case in which the grantor of the option is
the company; or

(c) theoptionisgranted on arm’slength terms, without the
grant having a purpose or effect of defeating the intent
and application of any provision of this Act whose
application is dependent upon the measurement of vot-
ing and market value interests, and the holder of the
option does not have, because of it, any right to vote or
participate in any shareholder decision-making, except
to the extent of any such right that—

(i) arisesonly in circumstancesin which the position
of the holder of the option in relation to it may be
altered to the holder’ s detriment; and
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(d)

(€)

(f)

(i) is granted to the holder of the option for the
purpose of assisting the holder to prevent the
alteration; and

(ili) at the time of the issue of the option, is not
expected to arise; or

the price payable to acquire the share on the exercise of
the option is equal to or not materially different from
the market value of the share at the date of exercise, and
the holder of the option does not have, because of it, any
right to vote or participate in any shareholder decision-
making, except to the extent of any such right that—

(i) arisesonly in circumstancesin which the position
of the holder of the option in relation to it may be
altered to the holder’s detriment; and

(i) is granted to the holder of the option for the
purpose of assisting the holder to prevent the
alteration; and

(ili) at the time of the issue of the option, is not
expected to arise; or

the share is an excluded security, subject to section 0D 6

(Modifications to measurement of voting and market

value interests in case of credit account continuity pro-

visions) in the case of the credit amount continuity
provisions; or

the option—

(i) relatesto a pre-1991 budget security; and

(i) wasitself granted before 8.00 pm New Zealand
Standard Time on 30 July 1991 (specified time),
or was granted under a binding contract entered
into before the specified time no term of whichis
altered at any time after the specified time; and

(iif) is not an option any term of which is altered at
any time after the specified time (whether under a
provision for roll-over or extension or under an
option held at the specified time by the option
holder or the grantor of the option, or both, or any
other person, or otherwise), except when the term
is atered under a binding contract entered into
before the specified time no term of which is
altered at any time after the specified time

excluded security means a fixed rate share issued by a com-
pany or a debenture issued by a company, if section FC 2
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(Interest on debentures issued in substitution for shares)
applies to the debenture and section FC 1 (Floating rate of
interest on debentures) does not (or does only because of
section FC 2(2)), when the holder of the share or debenture
does not have, because of it, any right to vote or participate in
any shareholder decision-making, except to the extent of any
such right that—

(8 arisesonly incircumstancesin which the position of the
holder of the share or debenture may be atered to the
holder’ s detriment; and

(b) isgranted to the holder of the share or debenture for the
purpose of assisting the holder to prevent the alteration;
and

(c) atthetime of the issue of the share or debenture, is not
expected to arise

exempt income has the meaning given to it by section BD 1(2)
(Income, exempt income, excluded income, and counted
income)

exempt income limitation has the meaning given to it by
section DA 2(3) (General limitations)

exempt interest means interest that is—

(@) payable for a debt entered into in accordance with
generally accepted commercial practice for the
purchase of goods or services, if the purchaseismadein
the ordinary course of the purchaser’s taxable activity;
or

(b) payable under a hire purchase agreement (as defined in
section 2 of the Hire Purchase Act 1971); or

(c) exempt income under section CW 8 (Money lent to
government of New Zealand) or CW 46 (Exemption
under other Acts); or

(d) payable under a specified lease or a finance lease; or

(e) payablefor bonus bonds or Post Office bonus bonds (as
each of those terms is defined in section 2 of the Post
Office Bank Act 1987); or

(f) payable on any overpaid levy under section 173 of the
Injury Prevention, Rehabilitation, and Compensation
Act 2001

existing farmer means a person to whom both the following
apply:
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(@ the person conductsin an income year 1 or more of the
specified activities described in paragraphs (a) to (i) of the
definition of specified activity; and

(b) the person’s livelihood and the person’s sole or princi-
pal source of income is constituted, throughout the con-
duct of the specified activity or the specified activitiesin
the income year, by the conduct of the specified activity
or the specified activities

expenditure is defined in section DD 2(7) (Limitation rule) for

the purposes of that section

expenditure on account of an employee has the meaning
given to it by section CE 5 (Meaning of expenditure on account
of an employee)

exploration permit has the meaning given to it by section 2
of the Crown Minerals Act 1991

exploratory material means anything acquired with explora-
tory well expenditure or prospecting expenditure

exploratory well meansawell in apermit area, the purpose of

which is to—

(@ locate petroleum; or

(b)  confirm the existence, non-existence, quantity, or com-
position of petroleum; or

(c) ascertain whether petroleum is recoverable in commer-
cial quantities

exploratory well expenditure—

(8 means expenditure incurred by a petroleum miner in
planning, drilling, testing, completing, and abandoning
an exploratory well; and

(b)  does not include residual expenditure

extra pay—

(& means apayment that—

(i) is made to a person in connection with their
employment; and

(i) is not one regularly included in the salary or
wages payable to the person for a pay period; and

(iii) isnot overtime pay; and

(iv) ismadein alump sum; and

(v) ismadein 1 lump sum or in 2 or more instal-
ments; and
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(b)

(©

(d)

(vi) ismadefor aperiod of time or otherwise than for
a period of time; and

includes a payment of the kind described in paragraph (a)

made—

(i) asabonus, gratuity, or share of profits; or

(i) asaredundancy payment; or

(iii)  when the person retires from employment; or

(iv) by aretrospectiveincrease in salary or wages, but
the payment is included only to the extent to
which the payment accrues from the start of the
increase until the start of the first pay period in
which theincreaseisincluded in salary or wages,
and to the extent to which, when a week ends
with a Saturday, the total of the increase for the
week, and of the salary or wages for the week
excluding the increase, and of any other salary or
wages that the person earns for the week, is more
than $4; and

includes income that a person derives under section CE 9

(Restrictive covenants) or CE 10 (Exit inducements) if

the income was derived in connection with an employ-

ment relationship between the person and the person

who paid the income; and

does not include a payment of exempt income

family credit abatement means,—

@

(b)

for the purpose of cal culating acomponent of an interim
instalment of credit of tax for a period under section KD 5
(Credit of tax by instaiments), the component of the
instalment given by section KD 5B(5) (Rates for interim
instalments for period beginning on or after 1 July
1998):

for any other purpose, the component of the subpart
KD credit given by section KD 2(6) (Cal cul ation of subpart
KD credit)

family plus means the total of—

(@

(b)

the child tax credit for an eligible period calculated
under section KD 2(4) (Calculation of subpart KD credit)
after abatement (if any) under section KD 2(6); and
the parental tax credit for an eligible period calculated
under section KD 2(5) (Calculation of subpart KD credit)
after abatement (if any) under section KD 2(6); and
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(c) thefamily tax credit calculated under section KD 3 (Cal-
culation of family tax credit)

family support credit means,—

(@ forthe purpose of calculating acomponent of aninterim
instalment of credit of tax for a period under section KD 5
(Credit of tax by instalments), the component of the
instalment given by section KD 5B(3) (Rates for interim
instalments for period beginning on or after 1 July
1998):

(b) for any other purpose, the component of the subpart
KD credit given by section KD 2(3) (Cal culation of subpart
KD credit)

family tax credit means,—

(@ for the purpose of calculating a component of interim
instalment of credit of tax for a period under section KD 5
(Credit of tax by instalments), the component of the
instalment given by section KD 5B(6) (Rates for interim
instalments for period beginning on or after 1 July
1998):

(b) for any other purpose, the credit of tax given by section
KD 3 (Calculation of family tax credit)

farm ownership requirements means farm ownership
regquirements as defined in the Farm Ownership Savings Act
1974

farmer is defined in section EH 3(1)(a) (Persons to whom main
income equalisation scheme applies) for the purposes of the
main income equalisation scheme

farm-in expenditur e means expenditure that a farm-in party
under a farm-out arrangement agrees that they will incur

farm-out arrangement—

(& means an arrangement between a petroleum miner
(farm-out party) and a person (farm-in party) under
which the farm-in party agrees that they will incur
expenditure in doing work or paying for work donein
or for the permit area of the farm-out party’ s petroleum
permit, after the arrangement is made, and, in return,
they—

(i) acquire an interest in the farm-out party’s petro-
leum permit; or

(if)  receive aright or option to acquire an interest in
the farm-out party’ s petroleum permit; or
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(ili) become entitled in another way to acquire an
interest in the farm-out party’ s petroleum permit;
or

(iv) become entitled to a direct or indirect interest in
petroleum from the permit area of the farm-out
party’s petroleum permit; or

(v) become entitled to a direct or indirect interest in
the profits, however measured, from petroleum
from the permit area of the farm-out party’s
petroleum permit; or

(vi) become entitled to a direct or indirect right to
reimbursement from petroleum from the permit
area of the farm-out party’ s petroleum permit; or

(vii) become entitled to a direct or indirect right to
reimbursement from the profits, however mea-
sured, from petroleum from the permit area of the
farm-out party’s petroleum permit; or

(viii) become entitled to arental, royalty, or other con-
sideration of whatever nature calculated by refer-
ence to petroleum from the permit area of the
farm-out party’s petroleum permit; or

(ix) become entitled to arental, royalty, or other con-
sideration of whatever nature calculated by refer-
ence to the profits, however measured, from
petroleum from the permit area of the farm-out
party’s petroleum permit:

(b) is defined in section €Z 6(2) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section:

(c) isdefined in section DZ 7(6) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section

FBT rules has the same meaning as fringe benefit tax rules

feature film means a film that—

(@ isproduced mainly for exhibition in a cinema; and

(b) isexhibited in 35mm gauge; and

(c) has a continuous running time of no less than 75
minutes

fee is defined in section ND 1K(2) (Services: value of benefit) for

the purposes of that section
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FIF meansaforeign investment fund as defined in section EX 29
(Foreign investment funds)

FIF income has the meaning given to it by section €@ 5 (\WWhen
FIF income arises)

FIF loss has the meaning given to it by sections DN 6 (\When
FIF loss arises) and DN 7 (Calculation of FIF |oss)

FIF net loss, for a person and for an income year in which the
person has a FIF loss, means the part of the FIF loss that the
person is denied as a deduction because of sections DN 8 (Ring-
fencing cap on deduction: not branch equivalent method) and
DN 9 (Ring-fencing cap on deduction: branch equivalent
method), but must instead deal with under Part I (Treatment of
net 1osses)

FIF rules means sections EX 29 to EX 60 (Which relate to foreign
investment funds)

fifteen percent capital reduction is defined in section CD 14(9)
(Returns of capital: off-market share cancellations) for the
purposes of that section

fifteen percent interest reduction isdefined in section CD 14(9)
(Returns of capital: off-market share cancellations) for the
purposes of that section

filing taxpayer means a person, other than—

(@ aperson who isanon-filing taxpayer for the applicable
tax year:

(b) aperson that is an unincorporated body of persons, if
section 42 of the Tax Administration Act 1994 applies
to require the members of the body to file separate
returns of income for the applicable tax year

film, except in section CC 10 (Royalties),—
(@ means arecording on any medium from which a mov-
ing image may by any means be produced; and
(b) includes a part of any such recording
film income means income of a person under section CC 11
(Films)
film production expenditure—
(& means—
(i) an expenditure or loss (other than a loss of a
capital nature) incurred in producing a film:
(i) an amount of depreciation loss on property used
in producing the film:
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(ili) an amount of depreciation loss from disposing of
depreciable property used in producing the film
allowed under section EE 40 (Effect of disposal or
event); and

(b) does not include an expenditure incurred—

(i) inacquiring an asset for which adeduction for an
amount of depreciation loss is alowed:

(i) in acquiring a film right after the film is
completed:

(iii) directly in marketing or selling a film

film reimbur sement scheme has the meaning given to it by
section DS 6 (Meaning of film reimbursement scheme)

film right means aright or interest of any kind (including a

future or contingent right or interest) in or to—

@ afilm; or

(b) any tangible or intangible property in, or relating to, the
film; or

(c) any tangible or intangible property in, or relating to,
other assets relating to the film; or

(d) filmincome

final instalment means the last instaiment due in a transi-
tional year

finance lease means a lease that—

(8 isof alease asset; and

(b) provides for 1 of the following:

(i)  the ownership of the |lease asset to be transferred
to the lessee or an associate of the lessee at the
end of the term of the lease; or

(i)  thelesseeor an associate of the lessee to havethe
option of acquiring the lease asset for an amount
that is likely to be substantially lower than the
lease asset’ s market value on the date of acquisi-
tion; or

(iii) the term of the lease to be more than 75% of the
lease asset’s estimated useful life as that term is
used in the formula in section EE 25(4) (Economic
rate); and

(c) isentered into on or after 20 May 1999

financial arrangement—
(@ bhasthe meaning given to it by section EW 10 (What is a
financial arrangement?); and
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(b) hasthe meaning given to it by section EZ 45 (Definitions)

financial arrangements rules has the meaning given to it by
section EW 1(2) (What this subpart applies to)

Financial Reporting Standard No 13 1995 (Accounting for
Research and Development Activities) is defined in section
DB 27 (Some definitions) for the purposes of sections DB 26
(Research or development) and DB 27

financial statements, in subpart EB (\V aluation of trading stock
(including dealer’s livestock)) and section ME 5 (Debits arising
to imputation credit account), has the meaning given to it by
section 8 of the Financial Reporting Act 1993, but the refer-
enceto an “entity” and to a“reporting entity” isto beread as
a reference to a taxpayer

financially independent means—

(@ infull employment; or

(b) in receipt of a basic grant or an independent circum-
stances grant under the Student Allowances Regula-
tions 1998 (SR 1998/277) or any regulations in substi-
tution for those regulations; or

(c) in receipt of payments under a Government-assisted
scheme that the chief executive of the department cur-
rently responsible for administering the Social Security
Act 1964 considers analogous to a benefit payable
under Part 1 of the Social Security Act 1964; or

(d) in receipt of a benefit, as defined in section 3 of the
Socia Security Act 1964, payable under Part 1 of that
Act

first business day means—

(@ thefirst day in atax year on which a provisiona tax-
payer derives income or incurs expenditure as a result
of carrying on ataxable activity, if the taxpayer isnot a
natural person; and

(b) the day following the last day in atax year on which a
provisional taxpayer derived income from employment,
if the taxpayer is a natural person

first instalment date means—

(@ the 7th day of the month specified in schedule 13, part A
(Months for payment of provisional tax and terminal
tax) for payment of the first instalment of provisional
tax for atax year, unless January is specified; and

(b) 15 January, if January is specified
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first PAYE period means the period starting on the 1st day of
a month and ending with the 15th day of the month

first publication is defined in section El 6(6) (Assigning or
granting copyright) for the purposes of that section

fisher has the meaning given to it by section EH 3(1)(b) (Persons
to whom main income equalisation scheme applies)

fishing boat is defined in section EJ 2(6) (Spreading forward of

deductionsfor repairsto fishing boats) for the purposes of that

section

fishing business—

(8 isdefined in section EH 34 (Some definitionsused in main
income equalisation scheme) for the purposes of the
main income equalisation scheme:

(b) isdefined in section EJ 2(6) (Spreading forward of deduc-
tionsfor repairsto fishing boats) for the purposes of that
section

fishing vessel owner ship requirements means fishing vessel
ownership requirements as defined in the Fishing Vessel
Ownership Savings Act 1977

fixed establishment—

(@ means a fixed place of business in which substantial
business is carried on by a person; and

(b) includes—

(i) abranch, factory, shop, or workshop in which, in
each case, substantial businessis carried on; and

(i) amine, oil well, quarry, or other place of natural
resources subject to exploitation; and

(iii) anagricultural, forestry, or pastoral property; and

(¢) does not include—

(i) theuse of facilities solely for the purpose of the
delivery, display, or storage of goods or merchan-
dise belonging to a business; or

(i) the maintenance of a fixed place of business
solely for the purpose of purchasing goods or
merchandise or for collecting information or for
advertising for business

fixed lifeintangible property has the meaning given to it by
section EE 57 (Other definitions)
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fixed principal financial arrangement—

@
(b)

means a financial arrangement other than a variable
principal debt instrument:

is defined in section EZ 45 (Definitions) for the purposes
of the old financial arrangements rules

fixed rate share—

@

(b)

(©

(d)

(e)

in sections CD 14 (Returns of capital: off-market share
cancellations) and GD 13 (Cross-border arrangements
between associated persons), and in the definitions of
excluded security and pre-1991 budget security,
means a share issued by acompany if the only dividend
payable on the share (disregarding any dividend pay-
able on the issue of the share) is payable at arate that—
(i)  isdescribed in paragraph (b) or (c) or (d); and
(i) is not set with a purpose and does not have an
effect of defeating the intent and application of
any provision of this Act whose application is
dependent upon the measurement of voting and
market value interests:
for the purposes of paragraph (a)(i), the rate is a specific
fixed percentage of the amount subscribed for the issue
of the share:
for the purposes of paragraph (a)(i), the rate is a percent-
age of the amount subscribed for the issue of the share
that is determined by afixed relationship to commaodity,
economic, financial, or industrial indices, or to banking
rates or general commercial rates of interest:
for the purposes of paragraph (a)(i), the rate is a percent-
age that could be of akind referred to in paragraph (b) or
(c) but for any variation in the rate of dividend that may
occur only—
(i) by afixed relationship to arate of income tax; or
(i) as may be necessary to compensate the share-
holder for a default on the part of the paying
company or expenditure or loss suffered by the
shareholder, or a person associated with the
shareholder, through holding the share; or
(ilf) by acombination of the factors in subparagraphs (i)
and (ii):
is defined in section LF 2(3) (Granting of underlying for-
eign tax credit) for the purposes of that section
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flat-owning company is defined in section €D 22(2) (Flat-own-
ing companies) for the purposes of that section

foreign attributed income means a company’s income for

the income year that is—

(@ attributed CFC income:

(b) FIF income calculated under the accounting profits
method or the branch equivalent method

foreign attributed loss offsets means all deductions or off-

sets a company is allowed in the income year that are—

(@ attributed CFC losses:

(b) FIF losses calculated under the accounting profits
method or the branch equivalent method:

(c) attributed CFC net losses:

(d) FIF net losses calculated under the accounting profits
method or the branch equivalent method

foreign company means a company that—

(& isnotresident in New Zealand; or

(b) istreated under a double tax agreement as not being
resident in New Zealand

foreign company aggr egatesis defined in section GC 9(7) (\V ar-
iationsin control or income interestsin foreign companies) for
the purposes of that section

foreign country is defined in section DB 36(5) (Bribes paid to
public officials) for the purposes of that section

foreign dividend has the same meaning as for eign withhold-
ing payment dividend

foreign entity—

(& means aforeign company; and

(b) includes—

(i) anatura person not resident in New Zealand, if
the natural person is the insurer under life insur-
ance policies offered and entered into outside
New Zealand (but only in the natural person’s
capacity as an insurer):

(i) aforeign superannuation scheme:

(iii)) an entity, or a member of a class of entities,
specified in schedule 4, part A (Foreign investment
funds)
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foreign expenditure is defined in section EG 1(11) (Election to
use balance date used in foreign country) for the purposes of
that section

foreign investment fund has the meaning given to it by
section EX 29 (Foreign investment funds)

foreign non-dividend income means income that is—
(& not derived from New Zealand; and
(b) not dividends

foreign public official is defined in section DB 36(5) (Bribes
paid to public officials) for the purposes of that section

foreign source income is defined in section EG 1(10) (Election
to use balance date used in foreign country) for the purposes
of that section

foreign-sour ced amount means an amount that is not treated
as derived from New Zealand under section OE 4 (Classes of
income treated as having source in New Zealand)

foreign superannuation scheme means a superannuation
scheme constituted outside New Zealand

foreign tax, in subpart LC (Foreign tax), means tax, other than
New Zealand tax, that isthe subject of adouble tax agreement

foreign trust, in the trust rules, and in the definitions of non-
qualifying trust and taxable distribution, means a trust to
which both the following apply:
(& itisnotaunit trust; and
(b)  on each date on which adistribution is made from it, no
settler of it has been resident in New Zealand at any
time since the later of—
(i) 17 December 1987; and
(i) the date on which a settlement was first made
under its terms

foreign withholding payment dividend means a dividend
from which section NH 1 (Liability to make deduction in respect
of foreign withholding payment dividend) requires a dividend
withholding payment deduction to be made

foreign withholding tax,—
(8 exceptinthe RWT rules, meansatax (other than aNew
Zealand tax) that—
(i) isimposed in relation to a foreign withholding
payment dividend; and
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(i) isof substantialy the same nature as non-resident
withholding tax:
(b) in the RWT rules, means a tax (other than a New
Zealand tax) that—
(i)  isdeducted from an amount of resident withhold-
ing income; and
(i)  isof substantially the same nature as non-resident
withholding tax

forester has the meaning given to it by section EH 3(1)(c) (Per-
sons to whom main income equalisation scheme applies)

forestry company means a company that is incorporated,

under an agreement between the Crown, the Maori owners,

and a holding company of the company, for the purposes of—

(@ buying land partly from the Crown, partly from the
Maori owners, and partly from a holding company of
the company; and

(b) carrying on aforestry business on the land

forward contract,—
(@ inthefinancia arrangements rules, means—

(i) anagreement that is a conditional or an uncondi-
tional agreement to acquire or dispose of prop-
erty, or obtain or supply services, if the agree-
ment can be settled without the property being
delivered or the services being performed; or

(i) an agreement that is a conditional or an uncondi-
tional agreement to acquire or dispose of foreign
exchange or afinancial arrangement:

(b) intheold financial arrangements rules, has the meaning
given to it by section EZ 45 (Definitions)

friendly society means asociety or credit union or association
of credit unions registered or treated as registered under the
Friendly Societies and Credit Unions Act 1982

fringe benefit has the meaning given to it by section CX 2
(When sections CX 2 to CX 33 apply)

fringe benefit tax means fringe benefit tax payable under
section ND 1 (Employer’s liability for fringe benefit tax)
fringe benefit tax rules means—

(8 thefollowing provisions:

(i) sections CX 2 to CX 33 (which relate to fringe
benefits):
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(b)

(i)  sections GC 15 to GC 17 (which relate to fringe
benefit tax):

(iii) subpart ND (Fringe benefit tax):

(iv) schedule 2 (Fringe benefit values); and

sections 93 and 139B and Part 7 of the Tax Administra-

tion Act 1994

full employment means—

(@

(b)

(©

employment under a contract of service or apprentice-
ship that requires a person to work, whether on time or
piece rates, no less than an average of 30 hours each
week; or

self-employment of a person in a business, manufac-
ture, profession, trade, or undertaking carried on for
pecuniary profit for not less than an average of 30 hours
each week; or

employment for any number of hoursthat isregarded as
full-time employment for the purpose of an agreement,
award, or contract relating to the employment

full reinsur ance has the meaning given to it by section EY 11(2)
(Meaning of life reinsurance)

full-time earner—

@

(b)

means a person who, for any week,—

(i) isengaged in employment for not less than 20
hours in the week and does not have a spouse at
any time in the week; or

(i) is engaged in employment for not less than 30
hoursin the week and has a spouse at any timein
the week; or

(iii) is a spouse at any time in the week of another
person who in the week is engaged in employ-
ment for not less than 30 hours; or

(iv) isengaged in employment in the week and is a
spouse at any time in the week of another person
who in the week is engaged in employment, if the
total of the spouses employment in the week is
not less than 30 hours:

for the purposes of paragraph (a), if a person performs

employment in a pay period of longer than 1 week, the

person is treated as performing the employment to a

uniform daily extent throughout the period:
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(©)

(d)

(€)

if a person described in paragraph (a) as being engaged in

employment suffers an incapacity as described in para-

graph (d), which has the consequence described in para-
graph (e), paragraph (f) applies:

for the purposes of paragraph (c), the incapacity is an

incapacity due to personal injury by accident within the

meaning of section 2 of the Accident Compensation Act

1982 or section 3 of the Accident Rehabilitation and

Compensation Insurance Act 1992 or section 29 of the

Accident Insurance Act 1998 or section 26 of the Injury

Prevention, Rehabilitation, and Compensation Act

2001 for which 1 of the following has been, is being, or

will be paid:

(i) earnings related compensation within the mean-
ing of section 2 of the Accident Compensation
Act 1982:

(i)  compensation for loss of earnings payable under
any of sections 38, 39, and 43 of the Accident
Rehabilitation and Compensation Insurance Act
1992:

(ili) vocational rehabilitation allowance payable
under section 25 of the Accident Rehabilitation
and Compensation Insurance Act 1992:

(iv) compensation for loss of potential earning capa-
city payable under section 45 or 46 of the Acci-
dent Rehabilitation and Compensation Insurance
Act 1992:

(v)  weekly compensation payable under any of sec-
tions 58, 59, and 60 of the Accident Rehabilita-
tion and Compensation Insurance Act 1992:

(vi) continued compensation payable under section
138 of the Accident Rehabilitation and Compen-
sation Insurance Act 1992:

(vii) weekly compensation within the meaning of
section 13 of the Accident Insurance Act 1998:

(viii) weekly compensation within the meaning of
section 6 of the Injury Prevention, Rehabilitation,
and Compensation Act 2001:

for the purposes of paragraph (c), the consequence is that

the person is unable to be engaged in any week in the

employment or employmentsin which, but for the inca-
pacity, they would, the Commissioner is satisfied, have
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been engaged in in the week for the number of hours
specified in paragraph (a)(i) or (ii) or (iii) or to the extent of
the engagement specified in paragraph (a)(iv):

(f)  for the purposes of paragraph (c), the person is treated as
having been engaged in the week in the employment or
employments for the number of hours specified in para-
graph (a)(i) or (ii) or (iii) or to the extent of the engagement
specified in paragraph (a)(iv):

(g) isdefined in section KC 3(3) (Transitional tax allowance)
for the purposes of that section

fully conduit tax relief credited meansthe part of adividend
calculated using the formula—
CTRCx(1-T)
T

where—

CTRC isthe amount of conduit tax relief credit attached to
the dividend

T isthe rate of companies’ tax, expressed as a percent-
age, stated in schedule 1, part A, clause 5 (Basic rates of
income tax and specified superannuation contribution
withholding tax) that applies to the income year in
which the dividend is paid

fully credited is defined in section CD 33(24) (Available sub-
scribed capital amount) for the purposes of that section

fully employed person means a person to whom both the
following apply:

(& the person—

(i) isaqualifying person, is engaged in employment
for an average of not less than 30 hours a week,
and has a spouse; or

(i) isengaged in employment for an average of not
lessthan 30 hours aweek and hasaspousewhois
a qualifying person; or

(iii) isaqualifying person, is engaged in employment
for an average of not less than 20 hours a week,
and does not have a spouse; and

(b) the person’s employment is employment performed for
the employer from whom the person derives primary
employment earnings
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further dividend withholding payment means an amount
that a company may be liable to pay under section MG 9 (Fur-
ther dividend withholding payment payable by company)

further incometax means an amount of tax by way of further
income tax that a company may be liable to pay under section
ME 9 (Further tax payable where end of year debit balance, or
when company ceases to be imputation credit account
company)

futures contract means a forward contract traded on a
recognised futures exchange

general insurance means insurance that is not life insurance

general limitation means a rule described in any of section
DA 2(1) to (5) (General limitations)
general permission has the meaning given to it by section
DA 1(1) (General permission)
general power of appointment—
(@ includes a power or authority that—
(i) isconferred by will or conferred by a settlement
during life or created in any other manner; and
(i) isexercisable orally or by instrument made dur-
ing life or by will or by any other means; and
(iii) enables its holder, or would enable its holder if
they were of full capacity, to obtain or appoint or
dispose of any property, or to charge any sum or
money on any property, as the holder thinks fit
for their own benefit; and
(b)  does not include a power or authority—
(i) exercisable by a person in a fiduciary capacity
under a disposition not made by them; or
(i) exercisable as a mortgagee
generally accepted accounting practice has the meaning
giventoit by section 3 of the Financial Reporting Act 1993, as
if that section applied for the purposes of this Act

gift is defined in section KC 5(4) (Rebate in respect of gifts of
money) for the purposes of that section

goods, in sections CX 1 (GST), DB 2 (GST), and EA 3 (Prepay-
ments), and in the definition of services, has the meaning
given to it by section 2 of the Goods and Services Tax Act
1985
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government stock is defined in section DZ 3(3) (Film reim-
bursement scheme on or before 30 June 2001) for the pur-
poses of that section

Government Superannuation Fund means the fund estab-
lished under the Government Superannuation Fund Act 1956

grant-related suspensory loan means aloan—
(@ that—
(i) ismade by a public authority; and
(i) isnot aloan of the kind described in section CF 2(1)
(Remission of specified suspensory loans); and
(iii) includestheterm that theliability of the borrower
may be wholly or partly remitted; or
(b) that is made by the Rural Banking and Finance Corpo-
ration of New Zealand as an irrigation suspensory loan
and designated as such; or
(c) that is made by the Rural Banking and Finance Corpo-
ration of New Zeadland as a West Coast drainage sus-
pensory loan and designated as such

grey list meansthe list of countries in schedule 3, part A (Inter-
national tax rules: grey list countries)

grey list company means a company that, under section OE 2
(Determination of residence of company), is treated for the
purposes of the international tax rules as being resident in a
country or territory specified in schedule 3, part A (International
tax rules: grey list countries)

gross, for an amount, means without any deduction from the
amount

gross tax deductions means tax deductions payable by an
employer under the PAYE rules in relation to source deduc-
tion payments

group investment fund means a group investment fund
established under the—

(@ Public Trust Act 2001; or

(b)  Trustee Companies Act 1967; or

(c) Public Trust Office Act 1957

group of companies has the meaning given to it by section
16 1(2) (Companies included in group of companies)

group of personsincludes 1 person

GST means goods and services tax under the Goods and
Services Tax Act 1985
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GST charged means GST charged under section 8(1) of the

Goods and Services Tax Act 1985

GST payable—

(@) insections CX 1 (GST) and DB 2 (GST), has the meaning
given to it by the definition of tax payable in section 2
of the Goods and Services Tax Act 1985 (but does not
include interest payable under Part 7 of the Tax Admin-
istration Act 1994):

(b) isdefined in section DB 3(3) (Determining tax liabilities)
for the purposes of that section

guaranteed residual value means an amount to which both

the following apply:

(@ itisequal to the value of alease asset as agreed in the
lease by the lessor and the lessee; and

(b) itsreceipt by the lessor, on the expiry of the term of the
lease, is assured or guaranteed by the lessee

guardian is defined in section HH 3F (Definitions of guardian,
minor, and relative) for the purposes of sections HH 3C (Source
of beneficiary income), HH 3D (Treatment of various settle-
ments), and HH 3F

herd livestock means a type of listed livestock that a

person—

(@ chooses to value under the herd scheme; and

(b) valuesfor atax year under sections EC 6 (Value of live-
stock on death of person), EC 11 (Vauation under herd
scheme), and EC 15 (Herd livestock disposed of before
values set)

herd scheme—

(8 meansthe livestock valuation method described in see-
tions EC 10 to EC 16 (which relate to the herd scheme);
and

(b) includes the livestock valuation method specified in—
(i) sections EL 5 and EL 6 of the Income Tax Act

1994; and
(i)  section 86A of the Income Tax Act 1976 as in
force before its repeal by section 21 of the
Income Tax Amendment Act (No 2) 1993; and
(iif) section 86D of the Income Tax Act 1976

her d value means, for an animal that is herd livestock and for
atax year, the national average market value of the livestock
declared for the tax year

1603



Part OB cl OB 1 Income Tax

1604

herd value factor means—

(@) thefactor calculated or recalculated under section EC 12
(Herd value factor) or EC 13 (Inaccurate herd value fac-
tor) for herd livestock other than livestock on the Chat-
ham Islands:

(b) the adjustment set by the Commissioner under section
EC 14 (Chatham Islands adjustment to herd value) for
herd livestock on the Chatham Islands

high-priced livestock means an animal of a type set out in
schedule 8, column 1 (Types and classes of livestock) to which
both the following apply:
(8 aperson buysit for a purchase price that is at least—
(i)  $500; and
(i)  5timesthe national average market value, in the
income year of purchase or in the previous
income year, whichever is greater, for the classin
schedule 8, column 2 (Types and classes of live-
stock) in which the livestock is able to be classi-
fied at the end of the income year of purchase;
and
(b) at the time the person buys it,—
(i) itiscapable of being used for breeding; or
(i) it is expected to be capable of being used for
breeding when it reaches maturity

hire purchase agreement—

(8 means an agreement that is a hire purchase agreement
within the meaning of section 2 of the Hire Purchase
Act 1971; and

(b) does not include any such agreement to the extent to
which the property the subject of the agreement is live-
stock or bloodstock

hire purchase asset means the personal property that is the
subject of a hire purchase agreement

hire purchase payment means a payment made under a hire
purchase agreement

hire purchase term means the period from the start of a hire
purchase agreement to the expiry date of the agreement

holder is defined in section EZ 45 (Definitions) for the purposes
of the old financial arrangements rules
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holding company,—

(@ for aforestry company, means a company that has the
forestry company under its control:

(b)  for amining company, is defined in section CU 28 (Other
definitions)

home is defined in section KC 4(2) (Rebate in certain cases for

housekeeper) for the purposes of that section

home ownership requirements means home ownership
requirements as defined in the Home Ownership Savings Act
1974

home vendor mortgage is defined in section KE 1(3) (Rebate
for interest on home vendor mortgages) for the purposes of
that section

housekeeper is defined in section KC 4(2) (Rebate in certain
cases for housekeeper) for the purposes of that section

identical goodsis defined in section ND 1M (Meaning of identi-
cal goods) for the purposes of the fringe benefit tax rules

implementation date is defined in section EZ 45 (Definitions)
for the purposes of the old financial arrangements rules

improvement, for an item of depreciable property, has the
meaning given to it by section EE 57 (Other definitions)

improvements, in sections CB 6 (Disposal: land acquired for
business purposes) and CB 9 (Disposal within 10 years of
improvement: building business), means improvements to
land that—
(@ arenot minor; and
(b) are made—
(i) by aperson erecting a building or otherwise; or
(i) by an associated person erecting a building or
otherwise
imputation credit means the amount attached to a dividend
under section ME 6 (Company may attach imputation credit to
dividend)
imputation credit account means the account required to be
maintained by a company under section ME 1 (Companies
required to maintain imputation credit account)

imputation credit account company means a company that
is required by section ME 1 (Companies required to maintain
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imputation credit account) to maintain an imputation credit
account

imputation penalty tax means tax payable under section
140B of the Tax Administration Act 1994

imputation ratio means an amount caculated using the
formula—

a
b

where—

a is the amount of the imputation credit attached to a
dividend (the amount is zero if no such credit is
attached)

b is the amount of the dividend paid (exclusive of any
imputation credit or dividend withholding payment
credit)

imputation return is defined in section NF 8(4) (Resident with-
holding tax deductions from dividends deemed to be dividend
withholding payment credits) for the purposes of that section

imputation rules means—
(@ thefollowing provisions:
(i)  section €D 9 (Tax credits linked to dividends):
(i) sections GC 21 to GC 23 (which relate to
imputation):
(iii) section LB 1 (Determination of amount of credit in
certain cases):
(iv) section LB 2 (Credit of tax for imputation credit):
(v)  section MD 2 (Limits on refunds of tax):
(vi) section MD 4 (Application of income tax or divi-
dend withholding payments not refunded):
(vii) sections ME 1 to ME 9 (which relate to imputation
credit accounts generally):
(viii) sections ME 30 to ME 40 (which relate to specific
kinds of imputation credit accounts):
(ix) subpart MZ (Terminating provisions):
(X)  section OB 6(1)(d) (Meaning of income tax); and
(b) sections 29, 64, 67, 69, 70, 97, 101, 139B, 140B,
140D(1) and (2), and 180 of the Tax Administration Act
1994

imputation year means the period of 12 months starting on
1 April in ayear and ending with the following 31 March
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income, for a person, means income of the person under
section BD 1(1) (Income, exempt income, excluded income, and
counted income)

income derived from New Zealand hasthe meaning given to
it by section OE 4 (Classes of income treated as having sourcein
New Zealand)

income from employment—

(8 means salary or wages or an extra pay:

(b) in sections DA 2 (General limitations) and DE 1 (What this
subpart does), means salary or wages or an extra pay,
except for payments referred to in the definition of
salary or wages in any of paragraph (b)(ix) to (xiii) to the
extent to which those payments are made to 1 of the
following:

(i) under the Accident Compensation Act 1982, a
self-employed person, as defined in section 2 of
the Act; or

(i)  under the Accident Rehabilitation and Compen-
sation Insurance Act 1992, an earner inrelation to
compensation for loss of earnings other than as
an employee, as defined under regulations made
under section 167 of the Act; or

(iii) under the Accident Insurance Act 1998, a self-
employed person, as defined in section 13 of the
Act, for compensation paid under schedule 1,
clause 7 of the Act; or

(iv) under the Injury Prevention, Rehabilitation, and
Compensation Act 2001, a self-employed person,
as defined in section 6 of the Act, for compensa-
tion paid under schedule 1, clause 32 of the Act:

() insections DA 2 (General limitations) and DE 1 (What this
subpart does), also means salary, wages, or other
income to which section 0B 2(2) (Meaning of source
deduction payment: shareholder-employees of close
companies) applies

income from forestry has the meaning given to it by section

EH 34 (Some definitions used in main income equalisation

scheme)

income from mining has the meaning given to it by section
CU 21 (Income from mining)
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income from personal exertion is defined in section IE 2(8)
(Specified activity net losses) for the purposes of that section

income inter est,—

(@ for aforeign company, has the meaning given to it by
sections EX 8 to EX 13 (which relate to the calculation of a
person’s income interest):

(b) in subpart MF (Branch equivalent tax accounts), and in
the dividend withholding payment rules and the imputa-
tion rules, means an income interest of 10% or greater
under the rules in sections EX 14 to EX 17 (which relate to
the 10% threshold and variations in the income interest
level)

income statement means a statement issued by the Commis-
sioner to a natural person that contains the information
required by section 80E of the Tax Administration Act 1994

incometax hasthe various meanings given to it by section 0B 6
(Meaning of income tax)

income tax liability—

(& means an income tax liability for atax year calculated
under subpart BC (Calculating and satisfying income tax
liabilities); and

(b) insections CC 9 (Use of money interest payable by Com-
missioner) and EF 4 to EF 6 (which relate to use of money
interest), includes circumstances in which a person has
no tax to pay or is entitled to a refund of tax

income year means,—

(@ for a person who has elected, under section 38 of the
Tax Administration Act 1994 and with the Commis-
sioner’s consent, to have a period not ending on
31 March, the elected period (which may be less than a
year in some cases):

(b) for any other person, the tax year

incomeyear of transfer, for amatrimonia agreement, means

the income year in which the date of transfer falls

income-tested benefit—
(& means any of the following benefits paid or payable
under the Socia Security Act 1964:
(i)  domestic purposes benefit:
(i) emergency benefit:
(iii)  independent youth benefit:
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(iv) invalids benefit:
(v)  sickness benefit:
(vi) unemployment benefit:
(vii) widows' benefit; and

(b) includes atransitiona retirement benefit payable under
Part 1 of the Social Welfare (Transitional Provisions)
Act 1990; and

(c) doesnotinclude asupplement or benefit paid or payable
under any of sections 61DB, 61DC, 61DD, 61DE,
61EA, 61G, and 69C of the Social Security Act 1964

increase in savings is defined in section KG 1(3) (Rebate for
savings in specia farm, fishing vessel, and home ownership
accounts) for the purposes of that section

indirect income interest has the meaning given to it by

section EX 10 (Indirect income interests)

initial period means the period—

(8 starting on the date of the start of alease; and

(b) ending immediately before the start of the instalment
period first following the start of the lease

initial treatment has the meaning given to it by section CU 28
(Other definitions)

Inland Revenue Acts means the Acts specified in the sched-

ule of the Tax Administration Act 1994

input tax—

(@ hasthe meaning given to it by section 3A of the Goods
and Services Tax Act 1985; and

(b) includes, for asupply, GST levied on goods entered for
home consumption under the Customs and Excise Act
1996

instalment, in sections FC 6 to FC 8 (Which relate to leases), and

in the definitions of instalment period and outstanding bal-

ance, means an amount payable by alessee, under alease, by
way of—

(& repayment of someor all of aloan that alessor istreated
as having advanced under section FC 6(3) (Effect of speci-
fied lease on lessor and lessee); or

(b) payment of interest; or

(c) both
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instalment date means—

(@ the 7th day of the month specified in schedule 13, part A
(Months for payment of provisional tax and terminal
tax) for payment of an instalment of provisional tax for
atax year, unless January is specified; and

(b) 15 January, if January is specified

instalment period, means the period—

(8 starting on the day on which an instalment is payable;
and

(b) ending with the day immediately before the day on
which the next instalment is payable

institution is defined in section KC 4(2) (Rebate in certain cases
for housekeeper) for the purposes of that section

insur ance contract includes a cover note and arenewal of an
insurance contract

insurance premium is defined in section GD 13(13) (Cross-
border arrangements between associated persons) for the pur-
poses of that section

insured person is defined in section FC 13(9) (Premiums
derived by non-resident general insurers treated as being
derived from New Zealand) for the purposes of sections FC 13 to
FC 17 (which relate to non-resident general insurers)

insurer is defined in section FC 13(9) (Premiums derived by
non-resident general insurers treated as being derived from
New Zealand) for the purposes of sections FC 13 to FC 17 (which
relate to non-resident general insurers)

interest,—
(@ for aperson’sincome—

(i)  means a payment made to the person by another
person for money lent to any person, whether or
not the payment is periodical and however it is
described or computed; and

(i)  does not include a redemption payment; and

(iif) does not include a repayment of money lent:

(b) for aperson’s resident withholding income,—

(i)  means a payment made to the person by another
person for money lent to any person, whether or
not the payment is periodical and however it is
described or computed; and

(i)  includes a redemption payment; and
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(iii)

does not include a repayment of money lent:

(c) for aperson’s non-resident withholding income,—

(i)

(i)
(iii)

means a payment made to the person by another
person for money lent to any person, whether or
not the payment is periodical and however it is
described or computed; and

includes a redemption payment; and

does not include a repayment of money lent:

(d) in sections DB 6 (Interest: not capital expenditure), DB 7
(Interest: most companies need no nexus with income),
and DB 8 (Interest: money borrowed to acquire sharesin
group companies),—

(i)

(i)

includes expenditure incurred under the financial
arrangements rules or the old financial arrange-
ments rules; and

does not include interest to which section DB 1(1)(c)
(Taxes and penalties (other than GST)) applies:

(e) inthedefinition of exempt interest, includes aredemp-
tion payment:

(f)  for land, has the same meaning as estate
international aircraft has the meaning given to it by section
EE 57 (Other definitions)

international organisation is defined in section CW 17(3)
(Amounts derived by overseas experts and trainees in New
Zedland by government arrangement) for the purposes of that

section

international tax rules means—
(@ thefollowing provisions:

(i)
(i)
(iii)

(iv)
(v)

(vi)
(vii)
(viii)

section CD 13 (Attributed repatriations from con-
trolled foreign companies):

sections CD 35 to CD 42 (which relate to CFC attrib-
uted repatriation calculation rules):

section €CQ 2 (When attributed CFC income
arises):

section €Q 5 (When FIF income arises):

section CZ 11 (Transitional relief for calculation of
attributed repatriation dividends: 2 July 1992):
section DN 2 (When attributed CFC loss arises):
section DN 6 (When FIF loss arises):

subpart EX (Controlled foreign company and for-
eign investment fund rules):
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(b)

(ix) section EZ 1 (FIF interests held on 1 April 1993):

(x) section FD 11 (Application of international tax
rules):

(xi) sections GC 7 to GC 10 (which relate to avoidance):

(xii) section GD 14 (Attributing interests in FIFs):

(xiii) section IE 3 (Attributed CFC net losses):

(xiv) section IE 4 (FIF net |0osses):

(xv) section IF 3 (Attributed CFC net losses):

(xvi) section 16 4 (Group of companies attributed CFC
net |osses):

(xvii) section 16 5 (Group of companies FIF net losses):

(xviii) section LC 4 (Foreign tax credits: CFCs):

(xix) section LC 5 (Group of companies CFC tax
credits):

(xx) section MF 15 (Extension of branch equivalent tax
account provisions to certain FIF income):

(xxi) section 0B 6(1)(c) (Meaning of income tax):

(xxii) section 0D 8(3) (Further definitions of associated
persons):

(xxiii) section 0D 9 (Nominees are transparent):

(xxiv) section OE 2(2) to (6) (Determination of residence
of company); and

sections 61 and 183 of the Tax Administration Act 1994

investment society dividend means—

(&
(b)

(©)

adividend declared by afriendly society; or

adividend declared by aregistered society as defined in

section 2 of the Industrial and Provident Societies Act

1908; or

for a building society,—

(i) adividend declared by the society; or

(i)  sometangible or intangible benefit that a member
or a shareholder receives for disposing to the
society of a share in the society; the benefit may
or may not be relief from an obligation and may
or may not be convertible into money

investor, for agroup investment fund, means a person who is
entitled, by reason of the terms of the trust under which the
group investment fund is established, to the income from the
investments and funds of the group investment fund

issue, for a financial arrangement, means the act of creating
the financial arrangement
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issuer is defined in section EZ 45 (Definitions) for the purposes
of the old financial arrangements rules

joint venture agreement, for an airport operator,—

(@

(b)

means an agreement made between an airport authority
and the Crown acting by and through the Minister of
Transport under section 94 of the Civil Aviation Act
1990; and

includes any other agreement of a similar nature made
between the Crown and an airport authority, whether or
not the airport authority was, at the time the agreement
was made, an airport authority, and whether or not the
agreement was made before the commencement of the
Civil Aviation Act 1990

land—

(@
(b)
(©
(d)

(e)

is defined in section CB 17(3) (Business exclusion from
sections CB 5 to CB 9) for the purposes of that section:
is defined in section CB 22 (Some definitions) for the
purposes of sections CB 5 to CB 22 (which relate to land):
is defined in section DC 4(5) (Payments to working part-
ners) for the purposes of that section:

in sections EB 2(3)(a) (Meaning of trading stock), FE 6(3A)

and (3B) (Acquisition of property by amalgamated com-

pany on qualifying amalgamation), FF 6 (Land), GD 2

(Distribution of trading stock to shareholders of com-

pany), and GD 9 (Land transferred between associated

persons),—

(i) includes an estate or interest in land, whether
legal or equitable, corporeal or incorporeal, free-
hold or chattel; and

(i) includes an option to acquire any such estate or
interest in land; and

(iif)  includes an option to acquire land; and

(iv) does not include a mortgage:

in sections FF 18 (Land used in specified activity) and IE 2

(Specified activity net losses), and in the definition of

specified activity,—

(i) includes an estate or interest in land, whether
legal or equitable, corporeal or incorporeal, free-
hold or chattel; and

(i)  includes an option to acquire any such estate or
interest in land; and
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(iii)  includes an option to acquire land; and

(iv) includesalease, or an interest under alease, of a
leased area within the meaning of the Marine
Farming Act 1971; and

(v) includesalicence, or an interest under alicence,
relating to a licensed area within the meaning of
the Marine Farming Act 1971; and

(vi) includes alease improvement; and

(vii) does not include a mortgage:

(f) in the definitions of permit area, petroleum mining
asset, prospecting expenditure, and residual

expenditure—
(i)  meansall land within theterritoria limits of New
Zedand; and

(i) includes land below the territorial sea of New
Zedland or any other waters within the territorial
limits of New Zealand; and

(iii)  includes the continental shelf; and

(iv) includes the seabed and subsoil below any sea
that is beyond the territorial sea of New Zealand
but that, by New Zealand legidation and under
international law, has been or may be designated
as an area in which the rights of New Zealand
relating to natural resources may be exercised

land owned—
(8 means an estate or interest owned in land; and
(b) includes land treated by this Act as being so owned

larger area of land is defined in section CB 15(3) (Residential
exclusion from sections CB 10 and CB 11) for the purposes of that
section

late balance date has the meaning given to it by section OF 1(2)
(References to balance dates and years generally)

lease—

(8 means adisposition that creates a leasehold estate:

(b) for the purposes of subpart EE (Depreciation), includes a
licence to occupy:

(c) insections EJ 19 (Payment by lessee under personal prop-
erty and operating leases), EX 21(30) and (31) (Branch
equivalent income or loss: calculation rules), FC 6 to FC 8
(which relate to leases), and FC 8A to FC 86 (which relate
to finance leases), and in the definitions of cost price



Income Tax Part OB cl OB 1

(paragraphs (b) to (e)), finance lease, guaranteed

residual value, initial period, instalment, lease asset,

lease payment, outstanding balance, lessee (paragraph

(a)), lessor (paragraph (a)), specified lease, and term of

the lease—

(i)  means an agreement under which a lessor trans-
fers to a lessee for the term of the lease a lease
asset or the right to possess alease asset in consi-
deration for a lease payment; and

(i)  includes a sublease; and

(iii) includes a hire or bailment; and

(iv) includes alease that is 2 or more consecutive or
successive leases treated as 1 lease because the
same lease asset had been leased to the same
lessee or an associated person of the lessee under
the consecutive or successive leases and the
Commissioner, having regard to the tenor of this
paragraph, regards the consecutive or successive
leases as 1 lease; and

(v) does not include a hire purchase agreement as
defined in section 2 of the Hire Purchase Act

1971; and

(vi) doesnot include an assignment of ahire purchase
agreement:

(d) is defined in section EZ 29(5) (Premium paid on land
leased before 1 April 1993) for the purposes of that
section:

(e) isdefined in section GD 10(4) (L eases for inadequate rent)
for the purposes of that section:

()  inthefinancia arrangements rules, means—

(i) alease within the meaning of paragraph (f):

(i)  an arrangement that would be a lease within the
meaning of paragraph (f) if the arrangement did not
relate to real property, livestock, or bloodstock

lease asset—

(& means any personal property subject to alease; and

(b) does not include any bloodstock or livestock

lease improvement means an improvement on or in relation
to the leased area or the licensed area to which a lease or
licence under the Marine Farming Act 1971 relates
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lease payment means a payment made by alesseeto alessor,
in money or money’ sworth, in relation to, or in consideration
for, alease asset

leasehold estate includes any estate, however created, other
than a freehold estate

legal defeasance means a defeasancein which therelease of a

party to a financial arrangement or an excepted financial

arrangement from the primary obligation of the financial
arrangement or the excepted financial arrangement is—

(@ acknowledged formally by the creditor; or

(b) acknowledged formally by a duly appointed trustee or
agent of the creditor; or

(c) established by legal judgment

legal life has the meaning given to it by section EE 57 (Other

definitions)

lessee—

(@ for alease—

(i)  means aperson who leases, hires, or bails alease
asset from a lessor; and

(i)  includes a trustee or assignee of the person; and

(iii) for the purposes of subpart EE (Depreciation),
includes the holder of a licence to occupy:

(b) for a hire purchase agreement, means the person who
obtains the use of, or the right to use, the hire purchase
asset under the agreement:

(c) isdefined in section GD 10(4) (L eases for inadequate rent)
for the purposes of that section

lessee’ s acquisition cost—

(& means the consideration provided to the lessee for a
finance lease asset (as determined under the definition
of consideration) plus any expenditure or loss incurred
by the lessee in preparing and instaling the finance
lease asset for use, unless the lesseeis allowed a deduc-
tion for the expenditure or loss, other than a deduction
for an amount of depreciation loss:

(b) isdefined in section FC 10(8) (Taxation of hire purchase
agreements) for the purposes of that section

lessee’ s outstanding balance, for a hire purchase agreement,
means the amount calculated using the formula—

at+b+c
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where—

a isthe amount that, on the termination or expiry of the
hire purchase agreement, is the net balance due on
the agreement (* net balance due” hasthe meaning given
toit by section 22(3) of the Hire Purchase Act 1971), but
the costs and expenses referred to in section 31(2)(c) and
(d) of the Credit (Repossession) Act 1997 are excluded

b  isan amount that is—

(i)

(i)
(iii)

paid by the lessee (or a person associated with the
lessee) to the lessor (or a person associated with
the lessor) under the hire purchase agreement; and
paid consequentially on the termination or expiry
of the hire purchase agreement; and

required to be taken into account by the lessee
either under the base price adjustment in section
EW 37 (Base price adjustment formula) or in item
“a’ of the formulain section EZ 35(1) (Income and
expenditure where financial arrangement
redeemed or disposed of)

c isan amount that is—

(i)

(i)
(iii)

| essor —

paid by the lessor (or a person associated with the
lessor) to the lessee (or a person associated with
the lessee) under the hire purchase agreement;
and

paid consequentially on the termination or expiry
of the hire purchase agreement; and

required to be taken into account by the lessee
either under the base price adjustment in section
EW 37 (Base price adjustment formula) or in item
“b" or “c” of the formula in section EZ 35(1)
(Income and expenditure where financial arrange-
ment redeemed or disposed of)

(@) for alease—

(i)

(i)
(iii)

means a person who assembles, manufactures,
purchases, or otherwise acquires alease asset and
leases it to a lessee; and

includes a trustee or assignee of the person; and
includes, for the purposes of subpart EE (Deprecia-
tion), the grantor of a licence to occupy:

(b) for ahire purchase agreement,—
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(©

(i)  meansthe person who grantsto the lessee the use
of, or the right to use, a hire purchase asset under
the agreement; and

(i)  includes an assignee of the person in relation to
the hire purchase agreement:

is defined in section GD 10(4) (L eases for inadequate rent)

for the purposes of that section

lessor’s disposition value means,—

(@

(b)

for a hire purchase asset, the consideration provided by
the lessor under the hire purchase agreement, as deter-
mined under the definition of consideration; or

for a finance lease asset, the consideration provided by
the lessor under the finance lease, as determined under
the definition of consideration

lessor’ s outstanding balance, for a hire purchase agreement,
means the amount calculated using the formula—

at+b+c

where—

a

is the amount that, on the termination or expiry of the

hire purchase agreement, is the net balance due on the

agreement (“ net balance due” has the meaning given to
it by section 22(3) of the Hire Purchase Act 1971), but
the costs and expenses referred to in section 31(2)(c) and

(d) of the Credit (Repossession) Act 1997 are excluded

is an amount that is—

(i)  paid by the lessee (or a person associated with the
lessee) to the lessor (or a person associated with
the lessor) under the hire purchase agreement; and

(i)  paid consequentialy on the termination or expiry
of the hire purchase agreement; and

(iii)  required to be taken into account by the lessee
under the base price adjustment in section EW 37
(Base price adjustment formula) or by the lessor
in item “a’ of the formula in section EZ 35(1)
(Income and expenditure where financial arrange-
ment redeemed or disposed of)

Is an amount that is—

(i)  paidby thelessor (or a person associated with the
lessor) to the lessee (or a person associated with
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the lessee) under the hire purchase agreement;
and

(i)  paid consequentialy on the termination or expiry
of the hire purchase agreement; and

(iii)  required to be taken into account by the lessee
under the base price adjustment in section EW 37
(Base price adjustment formula) or by the lessor
initem“b” or “c” of theformulain section EZ 35(1)
or (2) (Income and expenditure where financial
arrangement redeemed or disposed of)

levy, for astatutory producer board, meansasum payable by a
member of the board under a power of the board to require or
request a member of the board to pay a sum by way of levy

liability, in the definition of tax avoidance, includes a poten-
tial or prospective liability to future income tax

licence-specific assets is defined in section DZ 7(6) (Farm-out
arrangements for petroleum mining before 16 December
1991) for the purposes of that section

life insurance has the meaning given to it by sections EY 8
(Meaning of life insurance) and EY 13 (Life insurance and life
reinsurance: how sections relate)

Lifelnsurance Fund means aLife Insurance Fund within the
meaning of section 15 of the Life Insurance Act 1908 and, for
alife insurer, means the life insurer’s Life Insurance Fund

life insurance policy—

(8 hasthe meaning givento it by sections EY 9 (Meaning of
life insurance policy) and EY 13 (Life insurance and life
reinsurance: how sections relate); and

(b) whenreferredtoinrelationto alifeinsurer, meansalife
insurance policy under which the life insurer is the
insurer

life insurance rules has the meaning given to it by section
EY 1(2) (What this subpart applies to)

life insured means—

(@ ahuman being on whose death or survival the payment
of a benefit under alife insurance policy is contingent,
including the payment of an annuity whose term is
contingent on human life; and
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(b) ahuman being to whom an annuity whose term is not
contingent on human life is payable under a life insur-
ance policy

lifeinsurer,—

(@ inthelifeinsurancerules, hasthe meaning giventoit by
sections EY 10 (Meaning of life insurer) and EY 13 (Life
insurance and life reinsurance: how sections relate):

(b) insection 0D 5A (M odifications to measurement of voting
and market value interests in cases of continuity provi-
sions and demutualisation of insurers), and in the fringe
benefit tax rules, means a person carrying on a business
of providing life insurance:

(c) isdefined in section CX 13(4) (Employment-related |oans:
loans by life insurers) for the purposes of that section

life reinsur ance has the meaning given to it by sections EY 11
(Meaning of life reinsurance) and EY 13 (Life insurance and life
reinsurance: how sections relate)

life reinsurance policy—

(@ hasthe meaning givento it by sections EY 12 (Meaning of
lifereinsurance policy) and EY 13 (Lifeinsurance and life
reinsurance: how sections relate); and

(b) when referred to in relation to alife reinsurer, means a
life reinsurance policy under which the life reinsurer is
the reinsurer

life reinsurer has the meaning given to it by sections EY 11(4)
(Meaning of life reinsurance) and EY 13 (Life insurance and life
reinsurance: how sections relate)

limitation rule has the meaning given to it by section DD 1(3)
(Entertainment expenditure generally)

limited attribution company is defined in section 0D 5(10)
(Modifications to measurement of voting and market value
interests in case of continuity provisions) for the purposes of
that section

limited attribution foreign company is defined in section
0D 5(10) (Modifications to measurement of voting and market
value interests in case of continuity provisions) for the pur-
poses of that section

limited recour se loan is defined in section DS 7 (Some defini-
tions) for the purposes of subpart DS (Film industry
expenditure)
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linked to a tax agent, for areturn of income, meanslinked in
that the Commissioner has been given notice that thereturnis
to be filed by atax agent to whom an extension of time has
been granted under section 37(4), and not been cancelled
under section 37(4A), of the Tax Administration Act 1994

liquidation, for a company,—

(@ includes—

(i) remova of the company from the register of
companies under the Companies Act 1993; and

(i)  dissolution of the company under the Companies
Act 1955; and

(ili) termination of the company’s existence under
any other procedure of New Zealand or foreign
law; and

(b) includes, inreferencesin this Act to anything occurring
on liquidation, anything occurring—

(i)  during the period that starts with a step that is
legally necessary to achieve liquidation, includ-
ing the appointment of aliquidator or arequest of
the type referred to in section 318(1)(d) of the
Companies Act 1993; and

(if)  for the purpose of enabling liquidation

listed company is defined in section 0D 5(10) (M odifications to
measurement of voting and market value interests in case of
continuity provisions) for the purposes of that section and
sections KH 2 (Calculation of percentage of shareholders not
resident) and NH 7 (Reduction in liability under conduit tax
relief)

listed livestock—

(8 meansananimal thatis, for any of thetypes of livestock
set out in schedule 8, column 1 (Types and classes of
livestock), an animal of that type; and

(b)  doesnot include an animal that is high-priced livestock

livestock on the Chatham Islands means livestock that are
on hand on the Chatham Islands at the end of an income year

living alone payment means a living alone payment under
section 18A of the Social Welfare (Transitional Provisions)
Act 1990 or section 13 of the New Zealand Superannuation
Act 2001
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loan—

(& in sections CD 19 (Property made available intra-group)
and CD 29 (Calculation of amount of dividend when
property made available) and subpart LF (Underlying for-
eign tax credits), and in the fringe benefit tax rules,
includes—

(i) an amount of money that a person provides in
some way, such as by depositing it in an account:

(i) anamount of credit that a person gives, including
by not enforcing a debt:

(iii) an amount of money that a person provides, or
credit that a person gives, under an obligation or
arrangement:

(iv) anamount of money that a person givesin return
for a promissory note:

(v)  any other amount that a person advances or gives
as principal under a financial arrangement, but
not an excepted financia arrangement:

(b) for aholding company and a mining company, has the
meaning given to it by section CU 28 (Other definitions):

(c) is defined in section CZ 10(5) (Exchange variations on
8 August 1975) for the purposes of that section

local authority—
(@ means—
(i) aloca authority named in schedule 1 of the Local
Government Act 1974; or
(i) aloca authority of any of the classes specified in
the schedule; and
(b) includes Infrastructure Auckland as defined in section
707221 of the Act

local authority trading enter prise means—
(8 alocal authority trading enterprise (asdefined in section

594B of the Local Government Act 1974):

(b) an organisation (as defined in section 594B(2) of the

Local Government Act 1974) that—

(i) is subject to significant control (as defined in
section 594B(2) of the Act), directly or indirectly,
by 1 or more local authorities; and

(i) hassignificant control (as so defined), directly or
indirectly, of alocal authority trading enterprise
within the meaning of paragraph (a):
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(c) the New Zealand Local Government Association
Incorporated:

(d) a company or organisation (as defined in section
594B(2) of the Loca Government Act 1974) that is
subject to the control, directly or indirectly, of the New
Zealand Local Government Association Incorporated

long-term bailment is defined in section EC 24 (Some defini-
tions) for the purposes of subpart EC (\Vauation of livestock)

loss—

(@ includes an amount of depreciation loss, except when
any of paragraphs (b) to (d) applies:

(b)  means an attributed CFC loss when used in the expres-
sion “attributed CFC income or loss”:

(c) means a branch equivalent loss when used in the
expression “branch equivalent income or 10ss”:

(d) means a FIF loss when used in the expression “FIF
income or loss”

loss attributing qualifying company means a company to

which section HG 14 (Loss attributing qualifying companies)

applies

low tax jurisdiction company means a company that is

treated under section OE 2 (Determination of residence of com-

pany), for the purposes of the international tax rules, as being

resident in a country or territory specified in schedule 5, part A

(Low tax jurisdictions or territories)

low-turnover trader is defined in section EB 12(3) (Low-
turnover valuation) for the purposes of subpart EB (\ a uation of
trading stock (including dealer’s livestock))

lump sum payment is defined in section El 6(6) (Assigning or
granting copyright) for the purposes of that section

main deposit has the meaning given to it by section EH 34
(Some definitions used in main income equalisation scheme)
main income equalisation account has the meaning given to
it by section EH 34 (Some definitions used in main income
equalisation scheme)

main income equalisation scheme means the scheme
referred to in section EH 1(2)(a) (Income equalisation schemes)

main maximum deposit has the meaning given to it by
section EH 34 (Some definitions used in main income equalisa-
tion scheme)
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major shareholder, for a close company, means any person

who—

(@ ownsor hasin any way the power to control, whether
directly or indirectly, or has theright to acquire, 10% or
more of the ordinary shares of the company:

(b) owns, or hasin any way the power to control, whether
directly or indirectly, or hasthe right to acquire, 10% or
more of the voting rights of the company:

() has, by any other means whatever, 10% or more of the
control of the company

management fees means fees charged for the management of
a fund, or any commission, other recompense, or remunera-
tion paid out of a fund for management or agency services

Maori—
(& means a person who is a Maori within the meaning of
the Maori Land Act 1993:
(b)  in sections HH 1 to HH 5 (Which relate to trusts),—
(i)  means a person belonging to the aboriginal race
of New Zealand; and
(i)  includes a person descended from a Maori; and
(ili) includes a person legally or beneficially entitled
to any income of aMaori authority, except for the
purposes of the definition of Maori authority

Maori authority—

(& means the Maori Land Board, the Maori Trustee
(except in the capacity as collecting and distributing
agent for rent, royalties, or interest), the East Coast
Commissioner, or a Maori incorporation; and

(b) includes any other person or body of persons adminis-
tering or having control of Maori land or reserves or any
other property or income in trust for or on behalf of or
for the benefit of Maori, otherwise than as—

(i) the executor, administrator, or trustee of the
estate of a deceased Maori; or

(i) atrustee under a deed or other document exe-
cuted by a Maori and creating a trust of any
property or income

Maori incor por ation has the meaning given to it by section 4
of the Maori Land Act 1993

Maori investment company means a company that is incor-
porated for the purpose of acquiring shares or debentures
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issued by a forestry company for unpaid purchase money for
Maori land bought by the forestry company from the Maori
owners

Maori land means Maori freehold land within the meaning
and for the purposes of the Maori Land Act 1993

Maori owners—

(@ means the persons who have a beneficial interest in
Maori land bought by a forestry company; and

(b) includes every trustee for a Maori owner, the Maori
Trustee, and every Maori incorporation that has a bene-
ficial interest in the land

market value—

(@ in subpart EB (Valuation of trading stock (including
dedler’s livestock)), does not include any GST that
would be charged on the disposal by a person of their
trading stock if the disposal would be a taxable supply
by the person:

(b) s defined in section EX 58 (Market value of life policy
and superannuation entitlements) for certain purposes
of sections EX 29 to EX 60 (which relate to the FIF rules):

(c) isdefined in section ND 1J(3) (Goods: value of benefit) for
the purposes of that section:

(d) isdefined in section ND 1L(2) (When value of fringe bene-
fit cannot be ascertained) for the purposes of that
section:

() in sections OD 4, OD 5, and OD 6 (Which relate to the mea-
surement of control and ownership interests), and in the
definitions of excluded option, fixed rate share, mar-
ket value circumstance, and market value interest,
means, for ashare or option quoted on the official list of
arecognised exchange, at any time, an amount equal to
the middle market quotation at the time for a share or
option having the same terms as the share or option to
be valued, unless the quotation is not afair reflection of
the market value at the time of the share or option to be
valued, having regard at the time to the matters referred
to in paragraph (e) of the definition of recognised
exchange:

(f)  in sections OD 4, 0D 5, and 0D 6 (which relate to the mea-
surement of control and ownership interests), and in the
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definitions of excluded option, fixed rate share, mar-
ket value circumstance, and market value interest,
means, for a share or option to which paragraph (e) does
not apply, at any time, the amount that a willing pur-
chaser would pay to acquire the share or option in an
arm’s length acquisition at the time and that is deter-
mined using a method that—
(i)  conformswith commercially acceptable practice;
and
(i)  may, in appropriate cases, have regard to the pre-
sent value at the time of the company’s antici-
pated income or cash flows and the redlisable
value at the time of the company’s assets; and
(iii) results in a valuation that is fair and reasonable
having regard to the tenor of sections FF 1 (Shares
or options), G¢ 3 (Effect on continuity provisions
of change in beneficiaries of trust), and 0D 3 to 0D 6
(which relate to the measurement of control and
ownership interests)

market value circumstance, for a company at any time,—

(@

(b)

(©

means an occasion or situation in which, at the time, the

company has on issue a debenture—

(i) that is not an excluded security or pre-1991
budget security; and

(i)  to which section FC 1 (Floating rate of interest on
debentures) or FC 2 (Interest on debentures issued
in substitution for shares) applies:

also means an occasion or situation in which, at the

time—

(i)  the company has on issue a share that is not an
excluded security or a pre-1991 budget security;
and

(i) the payment of a dividend is guaranteed or
secured to the holder by some person other than
the company; and

(iii) the directors of the company know or could
reasonably be expected to know at the time that
the payment of a dividend is so guaranteed or
secured:

also means an occasion or situation in which, at the

time, an option exists that—

(i) isnot an excluded option; and
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(d)

(€)

(f)

(9)

(i) isto acquire a share in the company; and

(iii) isgranted by the company or a person other than
the company:

also means an occasion or situation in which, at the

time, an option exists that—

(i) isnot an excluded option; and

(i) isto require a person to acquire a share in the
company:

also means an occasion or situation in which, at the

time, an arrangement or a series of related or connected

arrangements exists that—

(i) relates to shares or options over shares in the
company issued by the company or any other
person; and

(i) hasapurpose or effect of defeating the intent and
application of any provision of this Act whose
application is dependent upon the measurement
of voting and market value interests:

does not exist under any of paragraphs (a) to (e) if, at the
time, no share in the company has a value higher than
zero (except for an excluded security or a pre-1991
budget security) and no option over a share in the com-
pany has a value higher than zero (except for an
excluded option):

also means an occasion or situation in which, at the

time—

(i)  under any of paragraphs (a) to (e), a direct market
value circumstance exists for another company
(shareholder company); and

(i)  the shareholder company is associated with the
company; and

(iii) under section 0D 4(3)(d) (Market value interests),
any fraction of any market value interest held (or
treated under section 0D 4(3)(d) as held) by the
shareholder company in the company istreated as
held by any other person

market value interest—

(@

except in section 0D 5(6E) (M odifications to measurement
of voting and market value interests in case of con-
tinuity provisions), means, for a person and a company
and atime, the percentage market value interest that the
person is treated as holding in the company at the time
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under sections 0D 2 to 0D 6 (Which relate to the measure-
ment of control and ownership interests):

(b) isfurther defined in section HG 2 (Determination of effec-
tive interest in company) for the purposes of subpart HG
(Qualifying companies) and the definition of effective
interest:

(c) insection 0D 5(6E) (M odifications to measurement of vot-
ing and market value interests in case of continuity
provisions), means, for a person and a company and a
time, the percentage market value interest that the per-
son is treated as holding in the company under section
0D 4 (Market value interests), as modified by section
0D 5(6F)

master fund means—

(@ a group investment fund that derives category A
income; or

(b) aqualifying unit trust

matrimonial agreement, for any 2 persons, means—

(& an agreement made on or after 28 July 1983 by those
persons under Part 6 of the Property (Relationships) Act
1976:

(b) an order of the court made on or after 28 July 1983 in
relation to those persons under section 25 of the Prop-
erty (Relationships) Act 1976

maturity means,—
(& inthefinancial arrangements rules,—

(i) for an agreement for the sae and purchase of
property or services or an option, the date on
which the agreement or option ends:

(i)  for any other financial arrangement, the date on
which the last payment contingent on the
arrangement is made:

(b) intheold financial arrangements rules, has the meaning
given to it by section EZ 45 (Definitions)

maximum pooling value has the meaning given to it by
section EE 55 (Maximum pooling value)

member—

(8 in sections CD 24(1) (Payments corresponding to notional
distributions of producer boards and co-operative com-
panies) and ME 30 to ME 34 (which relate to imputation
credit accounts of statutory producer boards), and in the
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definitions of levy and produce transactions, for a

statutory producer board and for a year of determina

tion, means a person who—

(i) isresidentin New Zedand; and

(i) carriesonin the year afarming or agricultural or
other business in relation to which the board has
specia statutory functions; and

(iii) isliableto pay alevy to the board for the year or
enters into produce transactions with the board
during the year:

(b)  in subpart €S (Superannuation funds), and in the defini-
tion of withdrawal, has the meaning given to it by the
Superannuation Schemes Act 1989:

(c) is defined in section HF 1(9) (Profits of mutual associa
tions in respect of transactions with members) for the
purposes of that section:

(d) isdefined in section LC 1(6) (Credits in respect of tax paid
in country or territory outside New Zealand) for the
purposes of that section:

(e) isdefined in section NF 10(6) (Unincorporated bodies) for
the purposes of that section

member’s contribution—

(@ means a member’s contribution to a superannuation
fund; and

(b) includes any return on the contribution

mineral has the meaning given to it by section CU 28 (Other
definitions)
minibus means a motor vehicle, designed wholly or mainly
for the carriage of persons, the interior of which contains
either—
(& 3 seats, each of which—
(i) is designed for the seating of 2 or more adult
persons, and
(i)  is permanently fixed to the motor vehicle; and
(iii) isneither collapsible nor capable of being folded
down; or
(b) more than 3 seats, of which not less than 3 are each—
(i) designed for the seating of 2 or more adult per-
sons; and
(i)  permanently affixed to the motor vehicle; and
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(ili) neither collapsible nor capable of being folded
down

mining company has the meaning given to it by section CU 22
(Mining company)

mining development expenditure has the meaning given to
it by section CU 23 (Mining development expenditure)

mining exploration expenditur e has the meaning given to it
by section CU 24 (Mining exploration expenditure)

mining holding company has the meaning given to it by
section CU 28 (Other definitions)

mining licence has the meaning given to it by section 2 of the
Petroleum Act 1937

mining oper ations has the meaning given to it by section CU 25
(Mining operations)

mining or prospecting right has the meaning given to it by
section CU 28 (Other definitions)

mining outgoing excess has the meaning given to it by section
DU 1 (When mining company has mining outgoing excess)
mining prospecting infor mation has the meaning given to it
by section CU 28 (Other definitions)

mining pur poses has the meaning given to it by section CU 28
(Other definitions)

mining share has the meaning given to it by section CU 28
(Other definitions)

mining venture has the meaning given to it by section CU 26
(Mining venture)
Minister means the Minister of Finance

minor is defined in section HH 3F (Definitions of guardian,
minor, and relative) for the purposes of sections HH 3A to HH 3E
(which relate to the beneficiary income of minors), LB 1
(Determination of amount of credit in certain cases), and LB 1A
(Treatment of imputation credits of beneficiary minor)

money,—
(& inthefinancial arrangementsrules, and in the definition
of security payment, includes—
(i)  money’s worth, whether or not convertible into
money:
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(i)  theright to money, including the deferral or can-
cellation of some or al of an obligation to pay
money:

(b) intheoldfinancia arrangementsrules, has the meaning
given to it by section EZ 45 (Definitions)

money lent means—

(@ an amount of money that a person provides in some
way, including by depositing it in an account, whether
or not the provision is secured or evidenced in writing:

(b) anamount of credit that a person gives, including by not
enforcing a debt, whether or not the giving is secured or
evidenced in writing:

(c) an amount of money that a person provides, or credit
that a person gives, under an obligation or arrangement,
whether or not secured or evidenced in writing:

(d) an amount of money that goes from a person (person
A) to another person (person B) in consideration for
person B’s promise to pay person A an amount of
money and that is less than the amount that person B
promises to pay person A. For the purposes of this
paragraph,—

(i)  money goes from person A when it is paid, dis-
tributed, or credited to, or dealt with in the
interest or on behalf of, person B:

(i) person B’s promise is not required to be secured
or evidenced in writing:

(iii) person B includes any other person with whom
person B is an associated person

monthly instalment plan is defined in section EZ 3(3) (Base
premium for 1998-99 premium year under Accident Insur-
ance Act 1998) for the purposes of that section

monthly remittance certificate means a monthly remittance
certificate under section NC 15 (Payment of tax deductions to
Commissioner)

mortality profit meansthe amount calculated by alifeinsurer
following the steps in section EY 25(2) (Mortality profit: when
lifeinsurers providing lifeinsurance at start of income year) or
EY 26(2) (Mortality profit: when life insurers not providing life
insurance at start of income year), as applicable

mortality profit formula means the formula in section EY 27
(Mortality profit formula)
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mortgage—

(@

(b)

means a mortgage, charge, or other security, whether
legal or equitable; for the purposes of this definition, all
unpaid purchase money for an estate or interest in land
is treated as having been charged on the land; and
includes a rent charge or annuity

motor vehicle—

(& in subpart DE (Motor vehicle expenditure), means a
motor vehicle that—

(i) isaroad vehicle, whenever or however used; and

(i) isnot atrailer; and

(iii) is of the kind ordinarily used for the carriage of
persons or the transport or delivery of goods or
animals:

(b) in the fringe benefit tax rules, and in the definition of
motor car ,—

(i)  hasthe meaning given to it by section 2(1) of the
Land Transport Act 1998; and

(i)  doesnot include a vehicle the gross laden weight
of which is more than 3,500 kilograms

motor car ,—

(8 insection EZ12 (Amount of depreciation lossfor plant or
machinery additional to section EZ 11 amount), and in the
definition of qualifying item,—

(i)  means a motor vehicle designed exclusively or
mainly to carry up to 9 people, including the
driver; and

(i)  includes such a motor vehicle that has rear doors
and collapsible rear seats; and

(iii) does not include a moped or a motor cycle:

(b) in the fringe benefit tax rules, and in the definition of

work-related vehicle—

(i)  means a motor vehicle designed exclusively or
mainly to carry people:

(if)  includes such amotor vehicle that has rear doors
or collapsible rear seats:

(iii)  does not include a minibus, moped, motor cycle,
or taxicab

national is defined in section LC 1(6) (Credits in respect of tax
paid in country or territory outside New Zealand) for the
purposes of that section
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national average market value, for a class of livestock and
for an income year, means the national average market value
determined under section EC 16 (Setting national average mar-
ket values) for livestock of the class for the income year

national standard cost scheme meansthelivestock valuation
method specified in section EC 17 (National standard cost
scheme)

natural gas means the gaseous mixtures of petroleum, in a

stabilised form, that—

(& remain after the separation of crude oil or condensate
from the wellstream in the production facilities, and

(b)  have not been subjected to further processing

net income means net income for atax year calculated under
section BC 4 (Net income and net 10ss)

net loss—

(8 meansanet lossfor atax year calculated under section
BC 4 (Net income and net loss) and reduced by the
amount written off by the Commissioner under
section 177C(4) of the Tax Administration Act 1994,
and

(b) includesalossincurred by aperson before the 1997-98
tax year that the person would have been entitled to
claim in the year or to carry forward to a later tax year
under section IE 1 (Net |osses may be offset against future
net income) or IF 1 (Net losses may be offset against
future net income), if the Taxation (Core Provisions)
Act 1996 had not been passed

net mining loss means the amount by which a mining com-
pany’ sincome from mining for anincome year islessthan the
mining company’s deductions that are for expenditure
incurred in deriving income from mining and are allocated to
the income year

net specified income, for a person and for a specified period,
means the amount of the difference between—

(@ an amount calculated using the formula—

ax 52
b

where—
a isanamount equal to so much of the person’s net
income for the tax year containing the specified
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(b)

period as, in the Commissioner’s opinion, is
attributabl e to the weeksin which, in the specified
period, the person is a full-time earner

b isthe number of weeksin which, in the specified
period, the person is a full-time earner; and

an amount equal to the amount that would be the per-

son’s income tax liability if—

(i)  theamount calculated under paragraph (a) were the
person’s net income; and

(i) any rebate of tax allowed under section KC 1 (Low
income rebate) were taken into account

new item has the meaning given to it by section EZ 19 (New

item)

new provisional taxpayer, for atax year, meansaprovisional
taxpayer who,—

@

(b)

in the case of ataxpayer who is not a natural person, or

who is a natural person and a trustee of a trust,—

(i) first started to derive income from ataxable activ-
ity in the tax year; and

(i)  did not derive income from a taxable activity in
any of the 4 previous tax years; and

in the case of ataxpayer who isanatural person and not

atrustee of atrust,—

(i)  did not have residua income tax of more than
$2,500 in any of the 4 previous tax years; and

(i)  hasresidua incometax of $35,000 or moreinthe
current tax year; and

(ili) has, in the current tax year, both ceased to derive
income from employment and, after so ceasing,
started to derive income from a taxable activity

New Zealand includes—

(&
(b)

the continental shelf:

the water and the air space above any part of the conti-
nental shelf that isbeyond New Zealand’ sterritorial sea
(as defined in section 3 of the Territorial Sea, Contigu-
ous Zone, and Exclusive Economic Zone Act 1977) if
any exploration or exploitation in connection with or in
relation to the part or any natural resource of the part is,
or isto be, or may be, carried on, carried out, or under-
taken, to the extent to which—
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(i) the exploration or exploitation involves or will
involve, or includes or will include, any activity
or operation on, or in, or in connection with, or in
relation to the water or air space; and

(i) any act, matter, circumstance, or thing that is
done or isto be done, or that arises or will arise,
or that occurs or will occur in connection with, or
inrelation to, the exploration or exploitationis, or
will be, an act, or amatter, or a circumstance, or a
thing that involves, or is connected with, or
relates to the water or air space or any activity or
operation on, or in, or in connection with, or in
relation to the water or air space

New Zealand business meansthe part of the business of alife
insurer not resident in New Zealand that consists of the offer-
ing or being offered, or the entering into, in New Zealand, of
life insurance policies or life reinsurance policies

New Zealand company means a company incorporated in
New Zealand

New Zealand group debt percentage means, for a person
and for an income year, the percentage calculated under
section FG 4 (Rules for calculating New Zealand group debt
percentage)

New Zealand-new item has the meaning given to it by
section EZ 20 (New Zealand-new item)

New Zealand repatriation amount has the meaning given to
it by section €D 36 (New Zealand repatriation amount)

New Zealand resident means a person resident in New

Zealand under—

(@) section EY 48 (Non-resident life insurer may become
resident):

(b)  section OE 1 (Determination of residence of person other
than company):

(c) section OE 2 (Determination of residence of company)

New Zealand superannuation—
(8 means New Zealand superannuation paid or payable
under—
(i) Part 1 of the New Zealand Superannuation Act
2001, or
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(b)

(©)

(i) Part 1 of the Social Welfare (Transitional Provi-
sions) Act 1990; and

includes—

(i) aliving aone payment paid or payable to a New
Zedland superannuitant under section 13 of the
New Zealand Superannuation Act 2001; and

(i) aliving alone payment paid or payable to a New
Zeaand superannuitant under section 18A of the
Social Welfare (Transitional Provisions) Act
1990; and

(iii) an amount paid under section 70(3)(b) of the
Social Security Act 1964; and

(iv) national superannuation paid or payable, before
1 April 1994, under Part 1 of the Social Welfare
(Transitional Provisions) Act 1990; and

does not include—

(i) portable New Zealand superannuation; or

(i) atransitiona retirement benefit paid or payable
under Part 1 of the Socia Welfare (Transitiona
Provisions) Act 1990; or

(ili) asupplement or benefit paid or payable under any
of sections 61DB, 61DC, 61DD, 61DE, 61EA,
61G, and 69C of the Social Security Act 1964

New Zealand superannuitant, for a tax year,—

(@
(b)

means a person who receives New Zeal and superannua-

tion in the tax year; and

does not include a person who receives New Zealand

superannuation at a rate specified in—

(i)  schedulel, clause 2 of the New Zealand Superan-
nuation Act 2001; or

(i)  schedule 1, clause 2 of the Social Welfare (Tran-
sitional Provisions) Act 1990

New Zealand tax means income tax imposed by this Act or
any earlier Act

nominated company, for a consolidated group, means the
company for the time being nominated as agent of the group
under section FD 4(2) (Formation of consolidated group) or FD 6
(Nominated companies)

nominee is defined in section 0D 9(2) (Nominees are transpar-
ent) for the purposes of that section
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non-cash dividend means a dividend to the extent to which it

does not consist of —

(& anunconditional payment in money; or

(b) an unconditional credit in money to the balance of a
shareholder’s current or other form of account with the
company

non-concessionary rate of interest, for an employment-

related loan made on or before 31 March 1985, meansthe rate

of interest declared by regulations to be the non-concession-

ary rate of interest for the period of 12 consecutive months,

ending on 31 March, in which the loan was made

non-contingent fee means a fee that—

(@ isfor servicesprovided for aperson becoming aparty to
afinancia arrangement; and

(b) ispayable whether or not the person becomes a party to
the financial arrangement

non-executive director has the meaning given to it by section

€D 12(5) (Benefits of shareholder-employees or directors)

non-filing taxpayer means—

(8 apersonto whom section 33A(1) of the Tax Adminis-
tration Act 1994 applies and to whom 1 of thefollowing

applies:
(i)  they do not receive an income statement for atax
year; or

(i)  the Commissioner isnot required to send them an
income statement for atax year; or
(iii) the Commissioner is prohibited from sending
them an income statement for atax year; or
(b) aperson who chooses not to file areturn for atax year
for specified payments derived in the person’s capacity
as a non-resident entertainer; or
(c) apersonwho, intherelevant tax year, derivesonly non-
resident withholding income to which section NG 3 (Non-
resident withholding tax to befinal tax in certain cases)
applies
non-listed livestock means livestock other than bloodstock,
high-priced livestock, and listed livestock

non-participating redeemable share is defined in section
CD 14(9) (Returns of capital: off-market share cancellations)
for the purposes of that section
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non-qualifying trust, for a trust and for a time at which a
distribution is made from the trust, means a trust that is not—
(@ agqualifying trust; or

(b) aforeign trust; or

(c) aunit trust

non-recour se loan is defined in section DS 7 (Some definitions)
for the purposes of subpart DS (Film industry expenditure)

non-refundable credit means—

(@ acredit allowed to aperson under Part L (Credits) for tax
paid in a country or territory outside New Zealand:

(b) an amount in a person’s branch equivalent tax account
or policyholder credit account that the person elects,
under Part M (Tax payments), to credit in payment of
income tax

non-resident means a person who is not a New Zeaand
resident

non-resident aircraft operator is defined in section CW 41(3)
(Non-resident aircraft operators) for the purposes of that
section

non-resident company has the meaning given to it by section
OE 2 (Determination of residence of company)

non-resident entertainer is defined in section CW 16(4)
(Amounts derived by visiting entertainers (including sports-
persons)) for the purposes of that section

non-resident mining operator hasthe meaning givento it by
section CU 28 (Other definitions)

non-resident person is defined in section CW 17(3) (Amounts
derived by overseas experts and trainees in New Zealand by
government arrangement) for the purposes of that section

non-resident petroleum mining operator means a person—

(@ whoisnot acompany; and

(b) who is not resident in New Zealand; and

(c) who carries on 1 or more petroleum mining ventures,
and

(d) who, in the Commissioner’s opinion, would be at an
unfair disadvantage if the venture was, or the ventures
were, carried on by a petroleum mining company under
the control of the person; and

(e)  whose sole source of mining incomein New Zealand is
from the venture or ventures
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non-resident taxpayer is defined in section HK 24(4) (Liability
as agent of employer of non-resident taxpayer and employer’s
agent) for the purposes of that section

non-resident trader means a person who—

(& isin New Zealand; and

(b) carries on business there without having a fixed and
permanent place of business or abode there

non-resident withholding income means dividends, interest,
investment society dividends, and royalties to which section
NG 1 (Application of NRWT rules) applies

non-resident withholding tax means non-resident withhold-
ing tax payable under section NG 2 (Non-resident withholding
tax imposed)

non-standard accounting year has the meaning given to it
by section OF 1(2) (References to balance dates and years
generally)

non-standard balance date has the meaning given to it by
section OF 1(2) (References to balance dates and years
generally)

non-standard income year has the meaning given to it by
section OF 1(2) (References to balance dates and years
generadly)

non-taxable bonus issue means a bonus issue that is not a
taxable bonus issue

normal retiring age is defined in section DC 14 (Some defini-
tions) for the purposes of sections DC 11 to DC 14 (which relate to
share purchase schemes)

notice has the meaning given to it by sections 14 to 14B of the
Tax Administration Act 1994

notify means to give notice

notional income tax liability is defined in section LC 14(4)
(Ascertainment of New Zealand income tax liability) for the
purposes of that section
NRWT rules means—
(@ thefollowing provisions:

(i)  section LD 2 (Non-resident withholding tax: credit

allowed):
(i)  subpart NG (Non-resident withholding tax); and

1639



Part OB cl OB 1 Income Tax

1640

(b) sections 49, 100, 139B, 143A(1)(d) and (e),
143B(1)(d), and 185 and Part 9 of the Tax Administra-
tion Act 1994

offered or entered into in New Zealand, for an insurance
contract and a reinsurance contract and alife insurance policy
and a life reinsurance policy, means a contract or policy
offered or entered into in New Zealand, whether or not—
(& the contract or policy is executed in New Zealand; or
(b)  theinsurer under the contract or policy—

(i) isresidentin New Zeaand; or

(i) hasafixed establishment in New Zealand; or

(iii) hasan agent in New Zealand
off-market cancellation means a share cancellation that is
not an on-market cancellation

offshore development is defined in section EJ 17 (Meaning of
offshore development) for the purposes of section EJ 10 (Petro-
leum development expenditure)

old financial arrangements rules means—

(@ thefollowing provisions:

(i)  sections EZ 30 to EZ 49 (which relate to the old
financial arrangements rules):

(i) section FF 2 (Financial arrangements), as that
section was before the commencement of the
Taxation (Accrual Rules and Other Remedial
Matters) Act 1999:

(iii) section NG 16A (Variation in non-resident with-
holding tax deductions to correct errors); and

(b) thefollowing provisions of the Tax Administration Act
1994:

(i) section 60 (as in force before the enactment of
section 70 of the Taxation (Accrua Rules and
Other Remedial Matters) Act 1999):

(i)  section 90

on-market cancellation means an acquisition by a company

of a share in the company if—

(8 the company acquires the share in a transaction occur-
ring on a recognised exchange, through a broker or
some other similar agent independent of the company;
and
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(b) before the transaction, no arrangement existed between
the shareholder and the company for the company to
acquire the share; and

(c) the acquisition is not a treasury stock acquisition to
which section CD 17 (Treasury stock acquisitions) applies
(but this paragraph does not limit the application of
section CD 17(2) to (6))

onshore development is defined in section EJ 18 (Meaning of
onshore development) for the purposes of section EJ 10 (Petro-
leum development expenditure)

opening value, in section EA 1 (Trading stock, livestock, and
excepted financial arrangements) and subparts EB (\/ aluation of
trading stock (including dealer’ s livestock)) and EG (\V aluation
of livestock), has the meaning given to it by section EA 1(7)
(Trading stock, livestock, and excepted financial
arrangements)

operating lease means a lease that—
(& isnot afinance lease; and
(b) isentered into on or after 20 May 1999

operational area has the meaning given to it by section
Cw 18(4) (Income for military service in operational area) for
the purposes of that section

option, in sections FF 1 (Shares or options), G¢ 3 (Effect on
continuity provisions of change in beneficiaries of trust), and
0D 3 to OD 5 (which relate to the measurement of control or
ownership interests), and in the definitions of excluded
option, market value (paragraphs (b), (e), and (f)), market value
circumstance, pre-1991 budget security, recognised
exchange, and shareholder decision-making rights,
includes an agreement for sale at a time when beneficial
ownership of the property sold has not completely passed to
the purchaser

ordering rule means the rule set out in section CD 15(1) and (2)
(Ordering rule and dlice rule) for calculating the amount of
available subscribed capital per share

other amortisation provision means a provision of this Act
that has similar intent and application to sections EE 1 (What
this subpart does), Ez 28 (Buying patent rights before 1 April
1993), and EZ 29 (Premium paid on land leased before 1 April
1993)
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outgoing is defined in section HC 1(12) (Special partnerships)
for the purposes of that section

output tax has the meaning given to it by section 2 of the
Goods and Services Tax Act 1985

outstanding balance,—

(& in sections FC 6 (Effect of specified lease on lessor and
lessee) and FC 7 (Income of lessor under specified lease),
means the amount calculated using the formula—

(a+b)-c
where—
a isall loans advanced under the lease by the lessor
for the period—
(i) starting on the date that the lease started;

and
(i)  ending on the date immediately before the
start of the instalment period
b  isevery amount of interest payable for every such
loan for the period—
(i) starting on the date that the lease started;
and
(i)  ending on the date immediately before the
start of the instalment period
c isthetotal amount of al instalments paid by the
lessee in the period—
(i) starting on the date that the lease started;
and
(i)  ending on the date immediately before the
start of the instalment period:

(b) in section FC 8¢ (Termination of finance lease), includes
principal, interest, and penalties that are owing by the
lessee to the lessor on the date that the lease is
terminated

over seas company means a company other than one incor-
porated in New Zealand

over seas pension is defined in section CW 22(2) (Pensions) for
the purposes of that section

owner, for land, means—

(& aperson who isthe owner of an estate or interest in the
land, aone or jointly or in common with any other
person; or
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(b) aperson who is treated by this Act as the owner of an
estate or interest in the land, alone or jointly or in
common with any other person

parental tax credit means—

(@ for the purpose of calculating a component of and
interim instalment of credit of tax for a period under
section KD 5 (Credit of tax by instalments), the compo-
nent of the instalment given by section KD 5B(4A) (Rates
for interim instalments for period beginning on or after
1 July 1998):

(b) for any other purpose, the component of the subpart
KD credit given by section KD 2(5) (Cal culation of subpart
KD credit)

Part E timing rules means a set of provisionsin Part E (Tim-
ing and quantifying rules) that allocates an amount of income
or deduction to a tax year and may also quantify the amount

partial reinsurance has the meaning given to it by section
EY 11(3) (Meaning of life reinsurance)

participating share is defined in section CD 14(9) (Returns of
capital: off-market share cancellations) for the purposes of
that section

partner is defined in section NF 10(6) (Unincorporated bodies)
for the purposes of that section

partnership is defined in section NF 10(6) (Unincorporated
bodies) for the purposes of that section

partnership income is defined in section HC 1(12) (Special
partnerships) for the purposes of that section

partner ship lossis defined in section HC 1(12) (Special partner-
ships) for the purposes of that section

partnership net income is defined in section HC 1(12) (Special
partnerships) for the purposes of that section

patent rights means the right to do or authorise the doing of

anything that would, but for the right, be an infringement of a

patent

pay,—

(&  insubpart CD (Income from equity), section GC 24 (Appli-
cation of specific imputation provisions to consolidated
groups), subpart HG (Qualifying companies), sections KH 2
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(b)

(©

(d)

(Caculation of percentage of shareholders not resi-
dent), MD 1 (Refund of excess tax), and MD 3 (Refund of
income tax not to exceed amount of credit balance),
subparts ME (Imputation credit accounts) and MF (Branch
equivalent tax accounts), and sections NH 7 (Reduction in
liability under conduit tax relief) and 0B 6 (Meaning of
income tax), in the consolidation rules, the dividend
withholding payment rules, and the imputation rules,
and in the definitions of benchmark dividend, com-
bined imputation and dividend withholding pay-
ment ratio, dividend (paragraph (e)), dividend with-
holding payment, dividend withholding payment
deduction, dividend withholding payment ratio,
imputation ratio, shareholder dividend statement,
and subsequent dividend,—

(i) includes, for a person, to distribute or credit to
them or deal with in their interest or on their
behalf in some other way; and

(i) for a dividend that is a bonus issue, means to
issue shares or to give credit for the shares com-
prising the bonus issue:

in sections EA 3 (Prepayments) and EI 7 (Matching rule for

employment income of shareholder-employee),

includes, for a person,—

(i) to accumulate, capitalise, credit in account, or
reinvest for them; or

(i) to carry to an insurance, reserve, or sinking fund
for them; or

(ili) to deal with in their interest or on their behalf in
some other way:

in section ND 1E(2) (Employment-related loans: repay-

ment), in the RWT rules, and in the definition of speci-

fied dividends, for resident withholding income,
includes, for a person,—

(i) to distribute to them; or

(i)  to credit to them; or

(iii) to apply on their account; or

(iv) todea within their interest or on their behalf in
some other way:

in the NRWT rules, and in the definition of dividends

(paragraph (c)), for non-resident withholding income,

includes, for a person,—
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(i)  todistribute to them; or

(i)  to credit to them; or

(iii) to deal with in their interest or on their behalf in
some other way:

(e) for interest or a redemption payment that is income or
non-resident withholding income derived by a person
from money lent by them, includes—

(i) to distribute to them; or

(i)  to credit to them; or

(iii) to deal with in their interest or on their behalf in
some other way:

(f)  in section OE 4 (Classes of income treated as having
source in New Zealand), includes, for a person,—

(i) todistribute to them; or

(i) to credit to them; or

(ili) to deal with in their interest or on their behalf in
some other way:

(g) for aninsurance contract and areinsurance contract and
a life insurance policy and a life reinsurance policy,
includes, for a person,—

(i) todistribute to them; or

(ii)  to credit to them; or

(iii) to deal with in their interest or on their behalf in
some other way

pay and allowances is defined in section CW 18(4) (Income for
military service in operational area) for the purposes of that
section

pay period, for an employee receiving regular payments of
salary or wages, meansthe period for which any such payment
is made or payable

PAYE period is defined in section NC 15(8) (Payment of tax
deductions to Commissioner) for the purposes of that section

PAYE rules means—
(@ thefollowing provisions:
(i)  section BC 1 (Non-filing and filing taxpayers):
(if)  section GC 18 (Agreements not to make tax deduc-
tions to be void):
(iii) section LD 1 (Tax deductions to be credited
against tax assessed):
(iv) subpart NC (Withholding of tax by employers:
PAYE); and
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(b) sections 24, 48, 133, 139B, 143A(1)(d) and (e),
143B(1)(d), and 167 to 169 and Part 9 of the Tax
Administration Act 1994

payer, in the RWT rules, means a person who makes a pay-
ment of resident withholding income

payment, in the cases described in paragraphs (a) to (g) of the
definition of pay, has ameaning corresponding to the relevant
paragraph

payment relating to incapacity for work isdefined in section
cw 27(2) (Compensation payments) for the purposes of that
section

payment period means the 56 days after the date an applica-
tion is made to receive the parental tax credit

pension is defined in section CF 1(2) (Benefits, pensions, com-
pensation, and government grants) for the purposes of that
section

period of restriction is defined in section DC 14(2) to (4) (Some
definitions) for the purposes of sections DC 11 to DC 14 (which
relate to share purchase schemes)

per mit has the meaning given to it by section 2 of the Crown
Minerals Act 1991

permit area means the area of land covered by a petroleum

permit

person—

(8 is defined in section EH 3(3) (Persons to whom main
income equalisation scheme applies) for the purposes of
the main income equalisation scheme:

(b) is defined in section EH 38(2) (Persons to whom adverse
event income equalisation scheme applies) for the pur-
poses of the adverse event income equalisation scheme:

(c) isdefined in section EH 65(2) (Persons to whom thinning
operations income equalisation scheme applies) for the
purposes of the thinning operationsincome equalisation
scheme

personal property, in sections CB 3 (Personal property
acquired for purpose of disposal) and B 4 (Business of dealing
in personal property) does not include land or an interest in
land
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petroleum has the meaning given to it by section 2 of the
Crown Minerals Act 1991

petroleum development expenditure—
(8 means expenditure incurred by a petroleum miner
that—
(i) directly concerns a permit area; and
(i) isfor acquiring, constructing, or planning petro-
leum mining assets; but
(b)  does not include—
(i) residua expenditure; or
(i)  petroleum exploration expenditure; or
(iii) other expenditure allowed as a deduction under
any provision of the Act (other than aprovisionin
subpart DT (Petroleum mining expenditure) or DZ
(Terminating provisions)) that is alocated to the
income year in which the expenditure is incurred

petroleum exploration expenditure—
(@ means—
(i) exploratory well expenditure; and
(i)  prospecting expenditure; and
(ili) expenditure to acquire a prospecting licence, a
prospecting permit for petroleum, or an explora-
tion permit for petroleum; and
(b)  does not include—
(i)  residua expenditure; or
(i) expenditurethat isrequired to be treated as petro-
leum development expenditure

petroleum miner has the meaning given to it by section CT 6
(Meaning of petroleum miner)

petroleum mining asset hasthe meaning given to it by section
CT 7 (Meaning of petroleum mining asset)

petroleum mining company means a company to which
section IH 2 (Companies engaged in exploring for, searching
for, or mining petroleum) applies

petroleum mining development expenditure is defined in
section DZ 4(4) (Petroleum mining: development expenditure
from 1 October 1990 to 15 December 1991) for the purposes
of that section

petroleum mining oper ations—
(@ means any of the following activities:
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(b)

(i) developing a permit area for producing
petroleum:

(i)  producing petroleum:

(ili) processing, storing, transmitting petroleum
before its dispatch to a buyer, consumer, proces-
sor, refinery, or user:

(iv) remova or restoration operations,; and

does not include the further treatment (other than treat-

ment at the production facilities) crude oil, condensate,

or natural gas, after the well stream has been separated
and stabilised into those substances,—

(i) by liguefaction or compression:

(i)  for the extraction of constituent products:

(iii) for the production of derivative products

petroleum mining or prospecting information means geo-
logical, geophysical, or technical information—

(@
(b)

that is about the presence, absence, extent, or volume of
petroleum deposits in an area; or

that is likely to assist in determining the presence,
absence, extent, or volume of petroleum depositsin an
area

petroleum mining or prospecting right—

(@

(b)

means an authority, concession, easement, |lease,
licence, option, permit, privilege, right, or title to
explore, search, or minefor, or carry on an operation to
recover, petroleum; and

includes a share or interest in any such authority, con-
cession, easement, lease, licence, option, permit, privi-
lege, right, or title

petroleum mining venture—

@

(b)

means a venture that—

(i) iscarried on, or is proposed to be carried on, in
New Zedand, as a business; and

(i) consists, or is proposed to consist, solely of pre-
scribed activities carried on, or proposed to be
carried on, in New Zealand; and

does not include, as aventure of aperson and others, the

carrying on of a prescribed activity by the person other-

wise than jointly with the other person or persons with

whom the prescribed activities are carried on or are

proposed to be carried on
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petroleum permit means—

(8 apermit that relates to petroleum; and

(b) aprospecting licence; and

(c0 amining licence

petroleum-related depreciable property has the meaning
given to it by section EE 57 (Other definitions)

physical cost of production is defined in section DZ 3(3) (Film
reimbursement scheme on or before 30 June 2001) for the
purposes of that section

policyholder base, for alife insurer and for an income year,
means the benefits accruing to policyholders by way of claims
paid and payable and amounts included in the life insurer’s
actuarial reserves

policyholder base income tax liability means the schedular
income tax liability for a tax year of a life insurer for the
policyholder base, determined under section BC 7 (Income tax
liability of person with schedular income)

policyholder credit account means the account to be main-
tained by a policyholder credit account company or a policy-
holder credit account person under section ME 15 (Resident life
insurance companies to maintain policyholder credit account)
or ME 21 (Person may elect to maintain policyholder credit
account)

policyholder credit account company means acompany that
isrequired by section ME 15 (Resident life insurance companies
to maintain policyholder credit account) to maintain a policy-
holder credit account

policyholder credit account person means a person who—

(& isnot acompany resident in New Zealand; and

(b)  has made an election under section ME 21(1) (Person may
elect to maintain policyholder credit account); and

(c) isrequired by section ME 21(2) (Person may elect to main-
tain policyholder credit account) to maintain a policy-
holder credit account

policyholder income means a positive result of the applica
tion of the policyholder income formula

policyholder income formula means the formula in section
EY 42 (Policyholder income formula)

policyholder net loss means a negative result of the applica
tion of the policyholder income formula
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pool has the meaning given to it by section EE 57 (Other
definitions)

pool method has the meaning given to it by section EE 57
(Other definitions)

poolable property has the meaning given to it by section EE 56
(Poolable property)

portable New Zealand superannuation means New Zealand

superannuation paid or payable overseas under any of—

(8 sections 26 to 29 and 31 of the New Zealand Superan-
nuation Act 2001; or

(b) sections 17, 17BA, or 19 of the Social Welfare (Transi-
tional Provisions) Act 1990

portable veteran’s pension means a veteran's pension paid
or payable overseas under any of sections17, 17BA, and 19 of
the Social Welfare (Transitional Provisions) Act 1990

possession includes a use that isin fact or effect substantially
exclusive, whether by virtue of aright of exclusive occupation
or not

pre-1983 mortgage repayment insurance policy means a
single premium non-profit life insurance policy issued on or
before 31 March 1983, under which the amount assured is
related to the amount outstanding on a mortgage of land

pre-1991 budget security means a fixed rate share, or a
debenture to which section FC 1 (Floating rate of interest on
debentures) or FC 2 (Interest on debentures issued in substitu-
tion for shares) applies, that—

(@ wasitself issued by the company before 8.00 pm New
Zedland Standard Time on 30 July 1991 (specified
time), or was issued under a binding contract entered
into before the specified time no term of which is
altered at any time after the specified time; and

(b) isnot ashare or debenture any term of which is altered
at any time after the specified time (whether under a
provision for roll-over or extension or under an option
held at the specified time by the shareholder or deben-
ture holder or the company or both or by any other
person or otherwise), except when the term is altered
under a binding contract entered into before the speci-
fied time no term of which is altered at any time after
the specified time
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preceding year isdefined in section ND 14(3) (Payment of fringe
benefit tax on income year basis for shareholder-employees)
for the purposes of that section

premium—

(@ for life insurance,—

(i) means any consideration, however described,
payable under a life insurance policy to a life
insurer; and

(i)  does not include interest on an unpaid premium:

(b) is defined in section EZ 29(5) (Premium paid on land
leased before 1 April 1993) for the purposes of that
section:

(c) isdefined in section FC 13(9) (Premiums derived by non-
resident general insurers treated as being derived from

New Zeaand) for the purposes of sections FC 13 to FC 17

(which relate to non-resident general insurers)

premium loading means the amount calculated by a life
insurer following the steps in section EY 15(2) (Premium load-
ing: when life insurers providing life insurance at start of
income year) or EY 16(2) (Premium loading: when life insurers
not providing life insurance at start of income year), as
applicable

premium loading formula means the formula in section
EY 17(1) or the formula in section EY 17(2) (Premium loading
formulas)

prescribed means—
(@) prescribed by regulations under this Act; or
(b) prescribed by the Commissioner

prescribed amount has the meaning given to it by section
DU 9(4) (Resident mining operators)

prescribed interest is defined in section ND 16 (Meaning of
prescribed interest) for the purposes of sections ND 1E (Employ-
ment-related loans: repayment) and ND 1F (Employment-
related loans. regulations)

prescribed period hasthe meaning given to it by section CU 28
(Other definitions)

prescribed proportion has the meaning given to it by section
CU 28 (Other definitions)

prescribed rate of inter est meanstherate of interest declared
by regulations made under section ND 1F (Employment-related
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loans. regulations) to be the rate applying to employment-

related loans

price—

(@ in subpart EB (Valuation of trading stock (including
dealer’s livestock)), for the replacement of the trading
stock of a person, does not include an amount of input
tax for the supply of the replacement trading stock to
the person:

(b) isdefined in section ND 1J(3) (Goods: value of benefit) for
the purposes of that section:

(c) isdefined in section ND 1K(2) (Services: value of benefit)
for the purposes of that section:

(d) isdefined in section ND 1P (Definitions for sections ND 1N
and ND 10) for the purposes of sections ND 1N (Goods at
staff discount) and ND 10 (Goods on special with staff
discount)

primary employment earnings, for an employee and for a

pay period, means a source deduction payment that is not a

withholding payment or an extra pay and that is selected as

follows:

(@ if the employee derives the payment in the pay period
from 1 employer, the payment:

(b) if the employee derives payments in the pay period
from 2 or more employers, the larger or largest
payment:

(c) if the employee derives payments in the pay period
from 2 or more employers and 2 or more of the pay-
ments are of the same amount, the payment that is the
same amount as another payment that the employee
chooses

primary producer co-operative company is defined in
section CZ 12(4) (Primary producer co-operative companies:
1987-88 income year) for the purposes of that section

principal caregiver, for a dependent child,—

(& means the person, whether or not a parent of the child,
who, in the opinion of the Commissioner, has the pri-
mary responsibility for the day to day care of the child,
other than on atemporary basis; and

(b) does not include a body of persons, whether incor-
porated or unincorporated; and
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(c) does not include a person who is the proprietor of, or
employed in,—

(i) a residence established under the Children,
Y oung Persons, and Their Families Act 1989; or

(i) aresidential disability care institution (within the
meaning of section 58(4) of the Health and Disa-
bility Services (Safety) Act 2001); or

(iii) any other institution in which the child is being
cared for

private domestic worker means a person employed by any

other person if—

(@ theemployer isthe occupier, or 1 of the occupiers, of a
dwellinghouse or other premises used exclusively for
residential purposes; and

(b) the employment is for the performance of work in or
about the dwellinghouse or premises or the garden or
grounds belonging to the dwellinghouse or premises,
and

(c) the employment is not for a business carried on by the
employer or an occupation or calling of the employer;
and

(d) the employment is not regular full-time employment

private limitation has the meaning given to it by section
DA 2(2) (Genera limitations)

privateor domestic agreement for the saleand pur chase of
property is defined in section EZ 45 (Definitions) for the pur-
poses of the old financia arrangements rules

private use hasthe meaning given toit by section CX 31 (Mean-

ing of private use)

pro rata cancellation, for shares of the same classin a com-

pany, means the cancellation of—

(@ al the sharesin the class; or

(b) part only of the shares in the class if the cancellation
does not alter any person’s voting interest (or market
value interest, if a market value circumstance exists at
the time in relation to the company) in the company,
determined as if no other class of shares existed; or

(c) part only of the shares in the class if the cancellation
resultsfrom an offer from the company to all sharehold-
ers in the class and the resulting cancellation would
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have met paragraph (b) if each shareholder who received
the offer accepted it in full

produce transactions,—

(@

(b)

(©

in sections CD 24 (Payments corresponding to notional

distributions of producer boards and co-operative com-

panies), HF 1 (Profits of mutual associationsin respect of

transactions with members), and ME 30 to ME 32 (which

relate to imputation credit accounts of statutory pro-

ducer boards), and in the definition of member (para-

graph (a)), means transactions between a statutory pro-

ducer board and its members involving the acceptance

by the board of produce that is trading stock, or goods

that are trading stock, from its members in terms of the

board’s primary statutory functions:

in sections CD 24 (Payments corresponding to notional

distributions of producer boards and co-operative com-

panies) and ME 35 to ME 37 (which relate to imputation

credit accounts of co-operative companies), and in the

definition of shareholder (paragraph (d)), means transac-

tions that—

(i) are between a co-operative company and its
shareholders; and

(i) involve the acceptance of produce that is trading
stock or goods that are trading stock; and

(iii) arepurchasesor other acquisitions of the produce
or goods by the company from its shareholders, if
a principa activity of the company involves the
acceptance of such produce or goods from its
shareholders:

in sections CD 24 (Payments corresponding to notional

distributions of producer boards and co-operative com-

panies) and ME 35 to ME 37 (which relate to imputation

credit accounts of co-operative companies), and in the

definition of shareholder (paragraph (d)), also means

transactions that—

(i) are between a co-operative company and its
shareholders; and

(i) involve the supply of produce that is trading
stock or goods that are trading stock; and

(ili) are sales or other disposals of the produce or
goods by the company to its shareholders, if a
principal activity of the company involves the
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supply of such produce or goods to its
shareholders

producer board has the same meaning as statutory pro-
ducer board

pr ofit is defined in section DB 22(5) (Changesin permitted use of
land) for the purposes of that section

profit-sharing arrangement means an arrangement under
which—

(@

(b)

(©)
(d)

a person (person A) makes listed livestock available,
without specifying afee for doing so, to another person
(person B) who carries on a business in which the
livestock are used; and

any return or compensation that person A receives for
making the livestock available depends on the profits of
the business; and

person A participates in the profits and losses of the
business; and

if a partnership between person A and person B arises,
person A is bound by the requirements of the Partner-
ship Act 1908 for third parties

property,—

(@

(b)

(©)
(d)

(€)

in sections CB 29 (Obtaining property by theft) and DB 35
(Restitution of stolen property), includes money and
money’ s worth:
in subpart EE (Depreciation), includes consents granted
in or after the 199697 tax year under the Resource
Management Act 1991.
in the life insurance rules, includes any real or personal
property:
in the financial arrangements rules, and in the defini-
tions of agreement for the sale and pur chase of prop-
erty or services, forward contract, right, short-term
agreement for the sale and purchase of property or
services, short-term option, and specified option,—
(i) means any property, whether real or personal,
legal or equitable, or tangible or intangible; and
(i)  does not include a financial arrangement or for-
eign exchange:
in the old financial arrangements rules, has the meaning
given to it by section EZ 45 (Definitions)
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prospecting expenditure—

(8 means expenditure to identify land likely to contain
exploitable petroleum deposits or occurrences; and

(b) includes prospecting for petroleum by electrical, geo-
chemical, gravimetric, magnetic, radioactive, seismic,
or other geological methods; and

(c) does not include residual expenditure

prospecting licence has the meaning given to it by section 2
of the Petroleum Act 1937

prospecting permit has the meaning given to it by section 2
of the Crown Minerals Act 1991

protected amount is defined in section HE 2(3) (Group invest-
ment funds) for the purposes of that section

protectiveright is defined in section CD 14(9) (Returns of capi-
tal: off-market share cancellations) for the purposes of that
section

provisional rate has the meaning given to it by section EE 57
(Other definitions)

provisional tax means an amount payable as provisional tax
under the provisiona tax rules

provisional tax rules means—
(8 thefollowing provisions:
(i)  section LD 6 (Allowance for provisional tax paid
by agent):
(if)  section LD 7 (Provisional tax to be credited against
income tax liability):
(iii) sections MB 1A to MB 6 (which relate to provisiona
tax):
(iv) sections MB 8 to MB 10 (which relate to provisional
tax):
(v) section MB 12 (Application of other provisions to
provisiona tax):
(vi) section MC 1 (Payment of terminal tax by provi-
sional taxpayer); and
(b) sections 119, 139B, and 178 of the Tax Administration
Act 1994
provisional taxpayer, for atax year,—
(& means ataxpayer—
(i)  whose residual income tax for the tax year is
$2,500 or more; or
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(b)

(i)  who makes an election under section MB 2A (Elec-
tion to be provisional taxpayer); and

does not include—

(i) acompany that does not have a fixed establish-
ment in New Zealand and is not treated as resi-
dent in New Zealand; or

(i) a taxpayer to whom section 33A of the Tax
Administration Act 1994 applies; or

(ili) anon-resident contractor within the meaning of
regulation 2 of the Income Tax (Withholding
Payments) Regulations 1979 who has not been
issued with an exemption certificate by the Com-
missioner for the tax year under regulation 5

public authority—

@

(b)

(©

means Public Trust, the Maori Trustee, and every other
department or instrument of the Executive Government
of New Zealand; and

includes the Christmas Island Phosphate Commission,
incorporated in Australia by the Christmas Island
Agreement Act 1949 of the Parliament of Australia; and
is further defined in section CW 28(5) (Public authorities)
for the purposes of that section

public entertainer is defined in section CW 15(3) (Amounts
derived during short-term visits) for the purposes of that
section

public official is defined in section DB 36(5) (Bribes paid to
public officials) for the purposes of that section

qgualifying amalgamation means an amalgamation in
which—

(@

each of the amalgamating companies and the amalga-

mated company, at the time of the amalgamation,—

(i) isresidentin New Zedand; and

(i) isnot a company that, under a double tax agree-
ment, is treated as not being resident in New
Zedland for the purposes of the agreement; and

(ilf) is not a company that derives only exempt
income; “a company that derives only exempt
income” includes a local authority that is not a
local authority trading enterprise company and
does not include a company whose income is
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(b)

(©

(d)

exempt under sections CW 9 to CW 11 (which relate

to income from equity); and
each of the amalgamating companies is a qualifying
company if the amalgamated company is, immediately
after the amalgamation, a qualifying company; and
each of the amalgamating companiesis a loss attribut-
ing qualifying company if the amalgamated company
is, immediately after the amalgamation, a loss attribut-
ing qualifying company; and
the amalgamating companies and the amalgamated
company have not chosen that the amalgamation will
not be a qualifying amalgamation by giving notice to
the Commissioner, signed for or on behalf of each com-
pany, as part of the noticereferred to in section 75 of the
Tax Administration Act 1994

qualifying capital value hasthe meaning givento it by section
EZ 21 (Qualifying capital value)

qualifying company has the meaning given to it by section
0B 3(1) (Meaning of qualifying company)

qualifying company election tax has the meaning given to it
by sections HG 11 (Taxation on election to become qualifying
company) and HG 12 (Payment of qualifying company election

tax)

qualifying debenture means—

@

(b)

(©

a debenture issued by a forestry company for unpaid

purchase money for land bought by the forestry com-

pany from the Crown or the Maori owners or a holding

company of the forestry company; or

a debenture issued by a forestry company for capital-

ised interest derived from a debenture described in para-

graph (a); or

a debenture issued by a forestry company for money

lent to the forestry company by a holding company for

any of the following purposes:

(i)  financing expenditure by the forestry company
on planting or maintaining trees; or

(i) meeting administrative overheads, rates, rent,
insurance premiums, or other expenses of the
same kind; or
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(d)

(€)

()

(ili) paying interest on money borrowed for the pur-
poses of the forestry business and employed as
capital in the business; or

a debenture issued by a forestry company for capital-

ised interest derived from a debenture described in para-

graph (c); or

a debenture issued by a forestry company for capital-

ised interest derived from a debenture described in para-

graph (b) or (d); or

adebenture issued by aMaori investment company to a

shareholder of the company or a trustee for a

sharehol der

qualifying improvement has the meaning given to it by
section EZ 22 (Qualifying improvement)

qualifying item has the meaning given to it by section EZ 23
(Qualifying item)

qualifying payments is defined in section K€ 4(2) (Rebate in
certain cases for housekeeper) for the purposes of that section
qualifying per son—

@

(b)
(©)

means a person to whom all the following apply:

(i)  the person is aged 16 years or over; and

(i)  thepersonisthe principal caregiver for 1 or more
dependent children; and

(iii) either the person has been both resident and pre-
sent in New Zealand for a continuous period of
12 months at any time, and is tax resident and
resident in New Zealand on the date on which a
credit of tax is claimed under section KD 2 (Cal cu-
lation of subpart KD credit) or KD 3 (Calculation
of family tax credit), or each of the dependent
children for whom the person is the principal
caregiver is both resident and present in New
Zedland; and

(iv) the person does not receive a war widows
mother’ s alowance:

is defined in section KC 3(3) (Transitional tax allowance)

for the purposes of that section:

is defined in section KD 3(1) (Calculation of family tax

credit) for the purposes of that section
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qualifying share premium is defined in section CD 33(26)
(Available subscribed capital amount) for the purposes of that
section

qualifying superannuation scheme is defined in section
GD 8(4) (Superannuation schemes) for the purposes of that
section

qualifying trust—

(@

(b)

for atrust, other than a superannuation fund, and for a

tax year in which a distribution is made from the trust,

means a trust if, in every tax year in the period starting

with the tax year in which a settlement wasfirst made to

the trust or for the benefit of the trust or on the terms of

the trust and ending with the tax year in which the

distribution is made,—

(i)  no amount of trustee income was only non-resi-
dent withholding income; or

(i) neither section BD 1(2) (Income, exempt income,
excluded income, and counted income) nor HH
4(3B) (Trustee income) has applied to the trustee
of the trust to exclude from income an amount
derived from outside New Zealand; and all the
trustee’ s obligations for the trustee’ s income tax
liability have been satisfied; and

includes a superannuation fund

qualifying unit trust means—

@

aunit trust that offers securities to the public under the

Securities Act 1978 and that has 100 or more unit hold-

ers (treating al associated persons as 1 person) who

are—

(i)  unit trust managerswho hold unitsin the ordinary
course of their activities in relation to the unit
trust; or

(i) personswith an interest of 25% or lessin the unit
trust (treating all associated persons as 1 person);
or

(ili) persons with an interest of 25% or more in the
unit trust (treating al associated persons as 1
person), if their interest is 25% or more because
of unusual or temporary circumstances, such as
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(b)

(©

(d)

(e)

the recent establishment or forthcoming termina-

tion of the unit trust, and if the unit trust would

satisfy any of paragraphs (b), (c), (d), and (e); or
aunit trust whose unit holders are any 1 or more of the
following:

(i) aquaifying unit trust within the meaning of para-
graph (a) or this paragraph:

(i) agroup investment fund:

(ili) alife insurance company:

(iv) asuperannuation fund:

(v) aunit trust manager, atrustee, or a person nomi-
nated by the manager or the trustee who holds
unitsin the ordinary course of management activ-
ities in relation to the unit trust:

(vi) apersonwithaninterest of 25% or lessin the unit
trust (treating all associated persons as 1 person),
if the unit trust offers securities to the public
under the Securities Act 1978:

(vii) a person with an interest of 25% or more in the
unit trust (treating all associated persons as 1
person), if their interest is 25% or more because
of unusual or temporary circumstances, such as
the recent establishment or forthcoming termina-
tion of the unit trust, and if the unit trust would
satisfy any of paragraphs (a), (c), (d), and (e), and if
the unit trust offers securities to the public under
the Securities Act 1978; or

aunit trust that has less than 100 unit holdersif it could

reasonably be regarded as a widely-held investment

vehicle for direct investment by members of the public
despite its number of unit holders or investors; or

a unit trust that has less than 100 unit holders if it has

less than 100 unit holders or investors because of unu-

sual or temporary circumstances, such as its recent
establishment or forthcoming termination, and if it
would otherwise satisfy any of paragraphs (a), (b), (c), and

(e); or

aunit trust that has less than 100 unit holdersif it could

reasonably be regarded as a vehicle mainly for invest-

ment by widely-held vehicles for direct investment that
are 1 or more of the following:

(i)  unit trusts; or
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(i)  group investment funds; or
(iii) life insurance companies; or
(iv) superannuation funds

guarter meansaperiod of 3 consecutive calendar months that
ends with the last day of March, June, September, or
December

rebate is defined in section HF 1(9) (Profits of mutual associa-
tions in respect of transactions with members) for the pur-
poses of that section

recognised exchange, at any time—

@

(b)

(©

(d)

(€)

means a recognised exchange market in New Zealand

or anywhere else in the world that at the time has the

features described in paragraphs (c) to (e); and

includes a recognised exchange market that at the time

is approved for the purposes of this definition by the

Commissioner, having had regard to the features

described in paragraphs (c) to (e); and

for the purposes of paragraphs (a) and (b), the first feature

is that the exchange market brings together buyers and

sellers of shares or options over shares; and

for the purposes of paragraphs (a) and (b), the second fea-

ture is that the exchange market involves the listing of

prices, whether by electronic media or other means, at

which persons are willing to buy or sell shares or

options; and

for the purposes of paragraphs (a) and (b), the third feature

is that the exchange market provides a medium for the

determination of arm’ slength priceslikely to prove far

and reasonable, having regard to—

(i)  the number of participants in the market or hav-
ing access to the market; and

(i)  the frequency of trading in the market; and

(iii) thenature of trading in the market, including how
prices are determined and transactions are
effected; and

(iv) thepotential or demonstrated capacity of aperson
or persons significantly to influence the market;
and

(v) any significant barriersto entry to the market; and

(vi) any discrimination on the basis of quantity
bought and sold unless based on the risks
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involved, the transaction costs, or economies of
scae

reconciliation statement means a reconciliation statement
under section NC 15 (Payment of tax deductions to
Commissioner)

redemption payment means the amount by which a payment
made on the redemption of a commercial bill by the person
who issued it is more than the money lent to the person
(“issue”, in this definition, having the meaning given to it by
section 2 of the Bills of Exchange Act 1908)

reduced deduction, for an employee, means a tax deduction
the amount of which is fixed at less than the maximum
amount, in accordance with the employee’s tax code

refundable credit means a credit allowed to a person under

Part L (Credits)—

(8 for withholding tax or provisional tax; or

(b) for a dividend withholding payment, if the person is
entitled to a refund of the credit under Part L (Credits)

refundable rebate means a credit alowed under subpart KD

(Tax credits for family support and family plus)

registered is defined in section HC 1(12) (Specia partnerships)

for the purposes of that section

register ed person has the meaning given to it by section 2 of

the Goods and Services Tax Act 1985

register ed security hasthe meaning giventoit by section 86F

of the Stamp and Cheque Duties Act 1971

reinsurance contract includes—

(@) acover note:

(b) arenewa of areinsurance contract

reinvestment profit has the meaning given to it by section

CU 28 (Other definitions)

related activity is defined in section IE 2(8) (Specified activity

net losses) for the purposes of that section

related company is defined in section GD 10(4) (Leases for

inadequate rent) for the purposes of that section

related person is defined in section CD 34(14) to (16) (Available
capital distribution amount) for the purposes of that section
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relative—

(@

(b)

(©

(d)

in sections EX 4 (Limits to requirement to include associ-

ated person interests), GG 14B (Attribution rule for per-

sonal services), and 0D 8(3) (Further definitions of associ-

ated persons), means a person connected with another

person by—

(i) blood relationship, that is, one is within the
second degree of relationship to the other; or

(i)  marriage, that is, one is married to the other or to
a person who is connected by blood relationship
to the other; or

(iif) adoption, that is, one has been adopted as a child
of the other or asachild of a person whoiswithin
the first degree of relationship to the other:

is defined in section HH 3F (Definitions of guardian,

minor, and relative) for the purposes of sections HH 3C

(Source of beneficiary income) and HH 3D (Treatment of

various settlements):

except in the provisions referred to in paragraphs (a) and

(b), means a person connected with another person by—

(i)  blood relationship, that is, oneiswithin thefourth
degree of relationship to the other; or

(i) marriage, that is, one is married to the other or to
a person who is connected by blood relationship
to the other; or

(iii) adoption, that is, one has been adopted as a child
of the other or asachild of aperson who iswithin
the third degree of relationship to the other:

except in the provisions referred to in paragraphs (a) and

(b), includes a trustee of a trust under which arelative

has benefited or is eligible to benefit

relevant associate is defined in section LF 5(5) (Dividends from
grey list companies) for the purposes of that section

relevant time is defined in section HG 11(2) (Taxation on elec-
tion to become qualifying company) for the purposes of sec-
tions HG 11 and HG 12 (Payment of qualifying company election

tax)
relinquishment,—
(@ for a petroleum permit, means the abandonment,

expiry, forfeiture, revocation, or surrender of the permit
otherwise than for a replacement permit; and
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(b) for amining licence, includes the expiry of the initial
term without an extension of the initial term or an
extension of a specified term

remaining deduction—

(8 is defined in section EJ 4(6) (Expenditure incurred in
acquiring film rightsin feature films) for the purposes of
that section:

(b) is defined in section EJ 5(4) (Expenditure incurred in
acquiring film rights in films other than feature films)
for the purposes of that section:

(c) isdefined in section EJ 8(5) (Film production expenditure
for films other than New Zealand films) for the purposes
of that section

remittance certificate means a certificate in a form

authorised by the Commissioner and showing, for the PAYE

period to which the certificate relates,—

(@ the period to which the certificate relates; and

(b) the name of the employer; and

(c) thetax file number of the employer; and

(d) the total amount of tax deductions; and

(e) thetotal child support deductions; and

(f)  thetotal student loan deductions; and

(g9 the amount of specified superannuation contribution
paid and the amount of specified superannuation contri-
bution withholding tax deducted; and

(h)y any similar information the Commissioner may require

removal or restoration operations, for a petroleum miner,

means removing permit-specific assets or restoring the site of

petroleum mining operations because of the relinquishment of

the petroleum permit relating to the permit-specific assets or

the petroleum mining operations

remuner ation is defined in section ND 7(4) (Definition of cash
remuneration) for the purposes of that section
remunerative work is defined in section KC 3(3) (Transitional
tax allowance) for the purposes of that section

rent is defined in section GD 10(4) (L eases for inadequate rent)
for the purposes of that section

repairs, in sections CC 2 (Non-compliance with covenant for
repair) and DB 15 (Amount paid for non-compliance with cove-
nant for repair), includes painting and general maintenance
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replacement permit—

(8 means a petroleum permit obtained in whole or part
exchangefor another petroleum permit over the same or
part of the same area; and

(b) includes a sequential series of replacement permits to
the extent to which each permit in the seriesreplacesthe
previous permit in the series

replacement price in subpart EC (Valuation of livestock)
means the price at which livestock can be replaced

reporting standard is defined in section DB 27 (Some defini-
tions) for the purposes of sections DB 26 (Research or develop-
ment) and DB 27

resear ch is defined in section DB 27 (Some definitions) for the
purposes of sections DB 26 (Research or devel opment) and DB 27

resident, in subpart KD (Tax credits for family support and
family plus), and in the definition of qualifying person (para-
graph (a)),—
(@ means ordinarily resident; and
(b) does not include being unlawfully resident in New
Zealand; and
(c) does not include being lawfully resident in New
Zealand but only because of having—
(i) avigitor's permit; or
(i) atemporary work permit; or
(ili) apermittobein New Zealand for the purposes of
study at a New Zealand school or university or
other tertiary educational establishment

resident in New Zealand has the same meaning as New
Zealand resident

resident mining operator has the meaning given to it by
section CU 27 (Resident mining operator)

resident withholding income—

(8 hasthe meaning given to it by section NF 1 (Application
of RWT rules); and

(b) unless the context otherwise requires, includes an
amount of resident withholding tax required to be
deducted from an amount of resident withholding
income under the RWT rules

resident withholding tax has the meaning given to it by
section NF 2 (Deduction of resident withholding tax)
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resident withholding tax deduction certificate means a cer-
tificate provided under section 25 of the Tax Administration
Act 1994

resident withholding tax deduction reconciliation state-
ment means a statement required under section 51 of the Tax
Administration Act 1994

residential purposesis defined in section CB 16(3) (Residential
exclusion from section CB 12) for the purposes of that section

residual expenditure means—

(8 expenditure for which a person is allowed a deduction
under section DB 25 (Scientific research):

(b) expenditure incurred for—

(i) an application fee payable to the Crown for a
petroleum permit; or

(i) insurance premiums, royalties paid under the
Petroleum Act 1937 or the Crown Minerals Act
1991, land tax under the Land Tax Act 1976, or
rates, or

(ili) alease of land or buildings; or

(iv) afinancia arrangement to which the old financial
arrangements rules apply:

(o) interest
residual income tax, for a person and for atax year, means
the positive amount (if any) that remains after getting the sum
for the tax year of the person’s income tax liability and the
person’s refundable rebates to which subpart KD (Tax credits
for family support and family plus) applies and deducting
from it—

(@ theamount of any credit of tax allowable for tax paid by
a trustee on behalf of a beneficiary or by an agent on
behalf of a principal:

(b) the amount of any imputation credit or dividend with-
holding payment credit set off against the income tax
under section LB 2 (Credit of tax for imputation credit) or
LD 8 (Credit of tax for dividend withholding payment
credit in hands of shareholder):

(c) the amount of any credit set off against the income tax
under section LC 1 (Credits in respect of tax pad in
country or territory outside New Zealand):

(d) theamount of any credit allowed against the income tax
under section LC 4(4)(a) or (b) (Foreign tax credits. CFCs):
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(e) theamount of any credit allowed against the income tax
under section LC 5(1) (Group of companies CFC tax
credits):

(f)  the amount of any tax deductions credited against the
income tax under section LD 1 (Tax deductions to be
credited against tax assessed):

(g9 the amount of non-resident withholding tax credited
against any income tax assessed under section LD 2 (Non-
resident withholding tax: credit allowed):

(h)  the amount of any resident withholding tax deductions
credited against the income tax under section LD 3 (ResSi-
dent withholding tax deductions to be credited against
income tax assessed):

(i) theamount of any credit against the income tax arising
under subpart LE (Non-resident investors), other than
because of section LE 2(4)(b) (Credits in respect of divi-
dends to non-resident investors):

()  the amount of any credit set off against the income tax
under section ME 19 (Use of credit balance to credit
against company’ s policyholder base income tax liabil-
ity, or transfer of credit balance to company’s imputa-
tion credit account) or ME 24 (Use of credit balance to
reduce income tax):

(k) the amount of any credit set off against the income tax
under section MF 14(3) (Debit election to offset income
tax payable in respect of foreign dividend)

retained ear ningsis defined in section LF 5(5) (Dividends from
grey list companies) for the purposes of that section

return of income means a return of income required under
section 33 of the Tax Administration Act 1994

return of the taxpayer’s income has the same meaning as
return of income

revenue account property, for a person, means—

(8 property that is trading stock of the person; or

(b) property that would produce income for the person if
they disposed of it (not including income under section
EE 40 (Effect of disposal or event))

revenue film expenditure is defined in section DS 7 (Some
definitions) for the purposes of subpart DS (Film industry
expenditure)
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right, for property to which sections EW 38 (Consideration for
agreement for sale and purchase of property or services, hire
purchase agreement, specified option, or finance lease) and
EW 40 (Consideration in foreign currency) apply, and in the
definitions of short-term agreement for the sale and
purchase of property or services and short-term option,—
(& means—
(i) aright to possess the property; or
(i) aright to income derived from the property; or
(ili) a right to control or influence the disposal of
income derived from the property; or
(iv) aright, directly or indirectly, to make a decision
about the property; or
(v) aright, directly or indirectly, to influence a per-
son making a decision about the property; or
(vi) any other right of a substantially similar nature;
and
(b)  does not include the mere right to enforce an agreement
for the sale and purchase of property or services or a
specified option
right in the specified property is defined in section EZ 45
(Definitions) for the purposes of the old financial arrange-
ments rules

right to take timber includes an easement or licence or right
of taking profits or produce from the land to the extent to
which the easement, licence, or right relates to timber

rolling average value is defined in section EZ 27(5) (Vauation
of livestock bailed or leased as at 2 September 1992) for the
purposes of that section

routine government action is defined in section DB 36(5)
(Bribespaid to public officials) for the purposes of that section

royalty has the meaning given to it by section CC 10(2) and (3)
(Royalties)
RWT rules means—
(@ thefollowing provisions:
(i)  section GC 19 (Resident withholding tax):
(if)  section GC 20 (Agreements not to make resident
withholding tax deductions to be void):
(iii)  section LD 3 (Resident withholding tax deductions
to be credited against income tax assessed):
(iv) subpart NF (Resident withholding tax); and
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(b)

(@

(b)

sections 25 to 28, 50 to 55, 99, 139B, 143A(1)(d) and
(e), 143B(1)(d), 170 to 172, and 185 and Part 9 of the
Tax Administration Act 1994

salary or wages—

means salary, wages, or allowances relating to the
employment of a person, including al sums received or
receivable by way of bonus, commission, extra salary,
gratuity, overtime pay, or other remuneration of any
kind; and

includes—

(i)

(i)
(iii)
(iv)

v)

(vi)

(vii)

(viii)

the market value of the benefits that a person
receives in a tax year, because of their office or
position, by way of the provision of board or
lodging or the use of a house or quarters, or the
payment of an allowance instead of being pro-
vided with board or lodgings or the use of ahouse
or quarters, with the market value determined by
the Commissioner if there is a dispute; and
payments that are expenditure on account of an
employee; and

payments under section DC 4 (Paymentsto working
partners); and

specified superannuation contributions for which
an employee makes an election under section NE 2A
(Employee election that specified superannuation
contributions be treated as salary or wages); and
periodic payments by way of pension, retiring
allowance, superannuation, or other allowance or
annuity relating to the past employment of a per-
son or of another person of whom the personisor
has been the wife or husband or child or depen-
dant; and

payments that are income under section CF 1 (Ben-
efits, pensions, compensation, and government
grants); and

payments of income-tested benefits, veterans
pensions, New Zealand superannuation, and liv-
ing alone payments; and

basic grants and independent circumstances
grants, made under regulations made under
section 193 of the Education Act 1964, section
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(©)

(ix)

)

(xi)

(xii)

(xiii)

303 of the Education Act 1989, or an enactment
substituted for those sections; and

under the Accident Compensation Act 1982, pay-
ments of earnings related compensation, as
defined in section 2, and of compensation under
section 80(4), that are not payments on account
made under section 88 in circumstancesin which,
at the time the payments on account are made, the
nature of the compensation on account of which
they are made has not been determined; and
under the Accident Rehabilitation and Compen-
sation Insurance Act 1992, payments of compen-
sation for loss of earnings payable under any of
sections 38, 39, and 43, a vocational rehabilita-
tion alowance payable under section 25, com-
pensation for loss of potential earning capacity
payable under section 45 or 46, weekly compen-
sation payable under any of sections 58, 59, and
60, and continued compensation payable under
section 138; and

under the Accident Insurance Act 1998, pay-
ments made under it by an insurer, as defined in
the Act, of weekly compensation, as defined in
the Act; and

under the Accident Insurance Act 1998, any other
payments of compensation for loss of earnings or
loss of potential earning capacity in so far asthey
relate to a work-related personal injury, as
defined in the Act, made by an insurer under a
policy of persona accident or sickness insurance
to which section 188(1)(a) (as it read immedi-
ately before its repeal by section 7 of the Acci-
dent Insurance Amendment Act 2000) applies,
and

under the Injury Prevention, Rehabilitation, and
Compensation Act 2001, payments made under it
by the Corporation, as defined in the Act, of
weekly compensation, as defined in the Act; and

does not include—

(i)

payments of exempt income, or extra pays, or
withholding payments; or

1671



Part OB cl OB 1 Income Tax

1672

(i) salary, wages, or other income to which section
0B 2(2) (Meaning of source deduction payment:
shareholder-employees of close companies)
applies; or

(ili) employer’s superannuation contributions; or

(iv) payments that are declared by regulations under
this Act not to be salary or wages

schedular income means income of any of the following

types:

(8 policyholder income under section CR 1(4) (Income of life
insurer):

(b) income derived from a mining venture by a non-resi-
dent mining operator:

(c) specified payments derived by aperson in their capacity
asanon-resident entertainer if they do not choosetofile
areturn for that income:

(d) category A income derived by a trustee of a group
investment fund:

(e) income to which section FC 14 (Non-resident general
insurers income) applies:

(f)  income to which sections FC 18 to FC 20 (which relate to
non-resident shippers) apply:

(g) incometo which section FC 21 (Amounts derived by non-
residents from renting films) applies:

(h)  schedular income subject to final withholding

schedular income subject to final withholding means non-
resident withholding income to which section NG 3 (Non-resi-
dent withholding tax to be final tax in certain cases) applies

schedular incometax liability means the amount determined
under section BC 7 (Income tax liability of person with schedu-
lar income)

schedular taxable income, for atax year and a person who
has schedular income of a particular type for the tax year,
means the amount of taxable income that arises in calculating
the schedular income tax liability for the type for the tax year

seal and abandonment means the seal and abandonment of
an exploratory well when a petroleum miner files a statutory
declaration with the Commissioner stating that the miner has
no intention of utilising the well in petroleum mining opera-
tions or of applying for amining licence in relation to the area
in which the well is located
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second instalment date means—

(@ the 7th day of the month specified in schedule 13, part A
(Months for payment of provisional tax and terminal
tax) for payment of the second instalment of provisional
tax for atax year, unless January is specified; and

(b) 15 January, if January is specified

second PAYE period means the period starting on the 16th

day of a month and ending with the last day of the month

secondary employment ear nings, for an employee and a pay
period, means a source deduction payment that—
(@ isderived in the pay period from an employer; and
(b) isnot—
(i) apayment of primary employment earnings; or
(i) awithholding payment; or
(iii) an extra pay
section 200 is defined in section CZ 12(4) (Primary producer co-
operative companies. 1987-88 income year) for the purposes
of that section

section LE 3 holding company has the meaning given to it
by section LE 3(2) (Special rules for holding companies)

secured arrangement—

(& in the financial arrangements rules, and in the defini-
tions of security arrangement and security payment,
means an arrangement whose non-performance is
secured against by afinancial arrangement:

(b) isdefined in section EZ 45 (Definitions) for the purposes
of the old financial arrangements rules

security arrangement,—

(@ except inthe old financial arrangements rules, means a
financial arrangement that secures a party against
another person failing to perform the person’s obliga-
tions under a secured arrangement:

(b) intheold financia arrangements rules, has the meaning
given to it by section EZ 45 (Definitions)

security payment,—

(@ in the financial arrangements rules, means money
received by a party to a security arrangement to the
extent to which—
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(b)

(i) themoney isreceived for alossincurred because
of non-performance of the secured arrangement;
and

(i)  the money is income of the party:

in the old financial arrangements rules, has the meaning

given to it by section EZ 45 (Definitions)

self-assessed adver se event—

(@

(b)

isdefined in section EH 34 (Some definitions used in main
income equalisation scheme) for the purposes of the
main income equalisation scheme:

is defined in section EH 62 (Some definitions used in
adverse event income equalisation scheme) for the pur-
poses of the adverse event income equalisation scheme

separ ated person—

(@
(b)

is defined in section KC 4(2) (Rebate in certain cases for
housekeeper) for the purposes of that section:

in subpart KD (Tax credits for family support and family
plus), and in the definition of spouse, means a person
who is separated and living separate and apart from the
person of whom he or she would otherwise be the
spouse, whether under an agreement for separation, or
under a court order, or because of the desertion of 1 of
the parties by the other of them, or otherwise

services—

@

(b)

(©)

in sections CX 1 (GST) and DB 2 (GST), has the meaning
given to it by section 2 of the Goods and Services Tax
Act 1985:

in sections €D 4 (What is a transfer of value?) and EA 3
(Prepayments), means anything that is not goods,
money, or a chose in action:

is defined in section HH 3D(4) (Treatment of various settle-
ments) for the purposes of section HH 3D(3)

serving employee—

(@

means a person to whom both the following apply:

(i)  theperson hasbeen called up for servicein any of
the air, military, or naval forces of the Crown,
whether before or after the commencement of
this Act, whether on voluntary enlistment or
otherwise, and whether within New Zealand or
elsewhere; and
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(i)  the person, when called up, was employed by the
person’s employer in such circumstances that the
employer is allowed a deduction for some or all
of the wages, salary, allowance, or other
remuneration that the employer pays the person;
and

(b) includes a person who occupies or has occupied in a
company the position of director, whatever title is used,
who, for the purposes of this definition, is treated as
being or having been employed by the company

settlement, in sections FG 2 (Entities to which apportionment
rule potentially applies) and HH 1 (Interpretation), in the trust
rules, and in the definitions of corpus, disposition of prop-
erty, distribution, foreign trust, general power of appoint-
ment, and qualifying trust,—

(@ means—

(i) anactor falureto act on the part of a person that
has the effect of making the person a settlor; or

(i) atransaction or series of transactions that a per-
son enters into and that has the effect of making
the person a settlor; and

(b) includes a settlement that a person is treated as making
because the person is treated as being a settlor of the

Settlement

settlor,—

(& in sections CW 43 (New Zealand companies operating in
Niue), HH 1 (Interpretation), and 0D 8(3) (Further defini-
tions of associated persons), in the consolidation rules
and the trust rules, and in the definitions of corpus,
foreign trust, and settlement, for a trust other than a
unit trust,—

(i)  means a person who makes, or has made at any
time, adisposition of property to or for the benefit
of the trust or on the terms of the trust for less
than market value:

(i)  means a person who makes, continues to make,
or has made at any time, any property availableto
or for the benefit of the trust for less than market
value, including the provision of financial assis-
tance whether by way of aloan, a guarantee, the
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(b)

(©

(iii)

(iv)

(v)
(vi)

provision of security, or otherwise; for the pur-
poses of this subparagraph, if financial assistance
is provided to or for the benefit of the trust at
below market rates, or if amounts payable for the
financial assistance are payable on demand and
the right to demand payment is not exercised or is
deferred, the financial assistance is treated as
having have been provided to or for the benefit of
the trust for less than market value:

means a person who provides, continues to pro-
vide, or has provided at any time, a service to or
for the benefit of the trust for less than market
value:

means a person who acquires, or has at any time
acquired, or obtains the use of, or continues to
obtain the use of, or has at any time obtained the
use of, any property of the trust or any service
provided by the trustee of the trust for greater
than market value:

includes a person who is treated as a settlor by
section HH 1 (Interpretation):

includes a person who acts or abstains from act-
ing or directly or indirectly enters into a transac-
tion or a series of transactions with or in relation
to the trust with the effect of defeating the intent
and application of this paragraph:

for the purposes of paragraph (a),—

(i)

(i)

(iii)

it is immaterial whether the person acts directly
or indirectly or by 1 transaction or by a series of
transactions:

“series of transactions” means any number of
transactions, whether related, connected, or
otherwise:

the fact that a person is or will become a bene-
ficiary of the trust does not constitute the giving
or receiving of value:

in sections HH 3C (Source of beneficiary income) and HH 3D
(Treatment of various settlements), has the meaning
given to it by paragraph (a), with the following
qualifications:

(i)

“property” in paragraph (a)(ii), when it refersto the
provision of financial assistance by way of aloan
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for less than market value, means loans existing
on or after 1 April 2002 for which theinterest rate
on the amount borrowed is at any time during a
tax year less than the interest rate set out in the
Income Tax (Fringe Benefit Tax, Interest on
Loans) Regulations on 31 March of the previous
tax year; and

(i)  “property” in paragraph (a)(ii) does not include the
reference to the provision of financial assistance
by way of a guarantee that was not called on or
the provision of security that was not called on;
and

(iii) ‘“services’ in paragraph (a)(iii) does not include ser-
vices that are incidental to the operation of the
trust, such as bookkeeping or accounting services
or those provided in being a trustee

share—

(@
(b)

(©)
(d)

(€)

(f)

includes any interest in the capital of a company:

includes a debenture to which section FC 1 (Floating rate

of interest on debentures) or FC 2 (I nterest on debentures

issued in substitution for shares) applies:

includes a unit in a unit trust:

includes an investor’s interest in a group investment

fund if—

(i) the fund is not a designated group investment
fund; and

(i)  the interest does not result from an investment
from a designated source; and

(iii) the investor's interest does not result from an
investment made in the fund on or before 22 June
1983 (including an amount treated as invested at
that date under paragraph (c) or (d) of the definition
of protected amount in section HE 2(3) (Group
investment funds)):

includes a convertible note to which section FZ 2(2)

(Amounts owing under convertible notes deemed to be

share capital and holders deemed to be shareholders)

applies:

does not include a withdrawable share in a building

society, except in the definitions of investment society

dividend and withdrawable share:
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(g) isfurther defined in section CE 6 (Meaning of share) for
the purposes of sections CE 2 to CE 4 and CE 7 (which relate
to share purchase agreements):

(h) isfurther defined in section DG 14 (Some definitions) for
the purposes of sections DC 11 to DC 14 (which relate to
share purchase schemes)

shar e pur chase agr eement is defined in section CE 7 (Meaning
of share purchase agreement) for the purposes of sections
CE 1(d) and CE 2 to CE 4 (which relate to share purchase
agreements)

share purchase scheme means a scheme approved for the
time being by the Commissioner for the purposes of section
DC 11 (Loans to employees under share purchase schemes)

shareholder—
(@ includes—
(i) aholder of a share; and
(i) amember of a company, whether the company’s
capital is divided into shares or not:

(b) does not include a holder of a withdrawable sharein a
building society, except in the definitions of invest-
ment society dividend and withdrawable share:

(c) isfurther defined in section FC 2(5) (Interest on deben-
tures issued in substitution for shares) for the purposes
of that section:

(d) in subparts HG (Qualifying companies) and MF (Branch
equivalent tax accounts) and sections ME 15 to ME 24
(which relate to policyholder credit accounts), in the
dividend withholding payment rules and the imputation
rules, and in the definition of shareholder dividend
statement, includes a sharemilker (as defined in section
2 of the Sharemilking Agreements Act 1937), in so far
asthe sharemilker derives payment for produce transac-
tions directly from a co-operative dairy or milk
company

shareholder decision-making rights means rights, carried

by shares issued by a company or options over shares issued

by a company, to vote or participate in any decision-making
concerning—
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@

(b)
(©)
(d)

the dividends or other distributions to be paid or made
by the company, whether on a liquidation of the com-
pany or otherwise, excluding decision-making under-
taken by directors acting only in their capacity as direc-
tors; or

the constitution of the company; or

any variation in the capital of the company; or

the appointment or el ection of directors of the company

shareholder dividend statement means a statement required
by section 29 of the Tax Administration Act 1994 to be given
by a company to a shareholder to whom is paid a dividend
referred to in that section

shareholder election means an election made under any of
section HG 4(1), (2), and (3) (Shareholder elections)

shar eholder-employee,—

(@

(b)

in sections EA 4 (Deferred payment of employment

income) and El 7 (Matching rule for employment income

of shareholder-employee), means a person who

receives or is entitled to receive salary, wages, or other

income to which section 0B 2(2) (Meaning of source

deduction payment: shareholder-employees of close

companies) applies:

in the fringe benefit tax rules and in section 177A of the

Tax Administration Act 1994, means a person who is,

in relation to a close company,—

(i) a shareholder in and an employee of the com-
pany; and

(i) a person to whom section 0B 2(2) (Meaning of
source deduction payment: shareholder-employ-
ees of close companies) applies

shares of the same class means—

@

(b)

any 2 or more shares of a company that carry the same
right to exercise voting power and participate in any
decision-making at any time concerning—

(i) thedistributionsto be made by the company; and
(if)  the constitution of the company; and

(iii) any variation in the capital of the company; and
(iv) the appointment or election of directors of the

company:

any 2 or more shares of a company that carry the same
right, in terms of priority, amount payable per share,
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and otherwise, to receive or have dealt with in the

shareholder’s interest or on the shareholder’s behalf—

(i)  profits that may be distributed at any time by the
company; and

(i) distributions of assets of the company on an
acquisition, redemption, or other cancellation by
the company of its shares or other reduction in or
return of share capital of the company, whether
on its liquidation or otherwise:

(c) any 2or more sharesof acompany (nominated shar es)
for which the amount paid per sharefor their issueisthe
same or that are held by the same person, if—

(i) the company chooses to treat the nominated
shares as a separate class by giving the Commis-
sioner notice in such form as the Commissioner
may approve; and

(i)  the company can at al times from the time of
issue of the nominated shares identify and distin-
guish them from any other sharesin the company

shearer means a person who—

(& undertakes the shearing of sheep, other than in the car-
rying on of a business by the person; and

(b) isnot aperson permanently employed on the premises
where the shearing shed is situated

shearing shed hand means a person who—
(@ isemployed in or about the shearing shed, other thanin
the carrying on of a business by the person; and
(b) isnot—
(i) ashearer:
(i) awool classer:
(iii) aperson permanently employed on the premises
where the shearing shed is situated
short term agreement for the sale and purchase of prop-
erty isdefined in section EZ 45 (Definitions) for the purposes of
the old financial arrangements rules

short-term agreement for the sale and purchase of prop-

erty or services means an agreement for the sale and purchase

of property or services of 1 of the following classes:

(@ anagreement under which settlement must take place or
the services must be performed on or before the 93rd
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day after the date on which the agreement is entered
into:

(b) if the date on which the agreement is entered into can-
not be established, an agreement under which settle-
ment must take place or the services must be performed
on or before the 93rd day after the earlier of—

(i) thedateonwhichthe buyer first makes apayment
to the seller; and

(i)  the date on which the first right in the property is
transferred or the services are performed:

(c) if the agreement is continuous and the seller renders
periodic invoices for the property or services, an agree-
ment under which settlement must take place or the
services must be performed on or before the 93rd day
after the date on which each invoice is rendered

short-term bailment is defined in section EC 24 (Some defini-
tions) for the purposes of subpart EC (\aluation of livestock)

short-term option,—
(@ in the financial arrangements rules, means a specified
option of 1 of the following classes:

(i)  anoption under which settlement must take place
or the services must be performed on or before
the 93rd day after the date on which the option is
entered into:

(i) if the date on which the option is entered into
cannot be established, an option under which set-
tlement must take place or the services must be
performed on or before the 93rd day after the
earlier of the date on which the buyer first makes
a payment to the seller and the date on which the
first right in the property is transferred or the
services are performed:

(b) intheold financia arrangements rules, has the meaning
given to it by section EZ 45 (Definitions)

short term trade credit isdefined in section EZ 45 (Definitions)

for the purposes of the old financial arrangements rules

sick, accident, or death benefit fund means afund approved

by the Commissioner that is established for the benefit of

employees, or the members of an incorporated society, or the

surviving spouses and dependants of those employees or
members
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significant financial hardship is defined in section CS 3(2)
(Exclusion of withdrawal on grounds of hardship) for the
purposes of that section

dice rule means the rule set out in section CD 15(3) and (4)
(Ordering rule and dlice rule) for calculating the amount of
available subscribed capital per share

social assistance suspensory loan is defined in section EZ 45
(Definitions) for the purposes of the old financial arrange-
ments rules

sound r ecor ding has the meaning given to it by the Copyright
Act 1994

sour ce deduction payment has the meaning given to it by
section 0B 2(1) (Meaning of source deduction payment: share-
hol der-employees of close companies)

sourcein New Zealand, for income, hasthe meaning givento
it by section OE 4 (Classes of incometreated as having sourcein
New Zealand)

special account means a specia farm ownership account, a
specia fishing vessel ownership account, or a special home
ownership account

special corporate entity means—
(& aCrown Research Ingtitute:
(b) agroup investment fund:
(c) alLifeInsurance Fund:
(d) an entity that has not issued shares and is engaged
mainly in the business of providing life insurance or
other insurance to the public:
(e) alocal authority:
(f) apublic authority:
(g) a State enterprise:
(h) astatutory producer board:
(i)  any other statutory body that does not issue shares, if—
(i) the statutory body is established by an Act of the
Parliament of New Zealand or by a statute of the
legislature (whether federal or state or provincial)
of any territory outside New Zealand; and

(i) the Commissioner, having regard to the terms of
the statute by which the body is established, is
satisfied that it would be appropriate to treat the
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body as a special corporate entity for the pur-
poses of those provisions of this Act whose appli-
cation is dependent upon the measurement of vot-
ing and market value interests

special farm ownership account means a special farm
ownership account operated by a person under Part 2 of the
Farm Ownership Savings Act 1974

special fishing vessel ownership account means a special
fishing vessel ownership account as defined in the Fishing
Vessel Ownership Savings Act 1977

gpecial home ownership account means a specia home
ownership account operated by a person under Part 2 of the
Home Ownership Savings Act 1974

special partner ship isdefined in section HC 1(12) (Special part-
nerships) for the purposes of that section

special rate has the meaning given to it by section EE 57 (Other

definitions)

special tax code certificate means a special tax code certifi-

cate under section NC 14 (Special tax code certificates)

specified activity means—

(@ the business of animal husbandry, including bee-keep-
ing, the breeding of horses (other than bloodstock), and
poultry-keeping:

(b) the deriving, otherwise than in the conduct of a speci-
fied activity of the kind referred to in paragraph (a), of
income from livestock including bees, horses (other
than bloodstock), and poultry:

(c) the business of growing trees or plants—

(i) for sale as growing trees or plants; or

(if)  for the production of flowers; or

(iii) for the production of fruit (other than grapes),
seeds, vegetables, or other crops, not including
crops for which the preparation of the land, and
the planting and cultivation of the tree or plant,
and the harvesting of the crop is accomplished
within 12 months:

(d) the business of viticulture:

(e) the business of freshwater fish farming:

(f)  the business of mussel farming:

() the business of rock oyster farming:
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(h)  the business of scallop farming:

(i) the business of sea-case salmon farming:

()  theacquiring or holding of land with aview to deriving,
from some or all of the land, fines, premiums, rents, or
other revenues from alease, licence, or other agreement
relating to the land

specified activity net income is defined in section IE 2(8)
(Specified activity net losses) for the purposes of that section

specified activity net lossis defined in section IE 2(8) (Specified
activity net losses) for the purposes of that section

specified base cost for 1983 income year property means,

whether the property is rea or personal, the greater of—

(& the cost price or acquisition value of the property; and

(b) the market value of the property on the last day of the
1982—-83 income year

specified dividends means dividends that are—
(@ paidinrelation to sharesissued by a company that is at
the time of payment—
(i) acompany not resident in New Zealand; or
(i)  acompany whose constitution prohibits all of its
income or property from being distributed to any
proprietor, member, or shareholder of the com-
pany; or
(ili) a company al the income of which is exempt
income otherwise than under section CW 9 (Divi-
dend derived by company from overseas) or CW 10
(Dividend within New Zealand wholly-owned
group); or
(iv) a company that, in New Zealand, is engaged
solely in the business of life insurance referred to
in section EY 8(2)(c) (Meaning of lifeinsurance) and
is not a company that maintains a dividend with-
holding payment account because of an election
made under section MG 2 (Company may elect to
maintain dividend withholding payment
account); or
(b) dividends in relation to the amount of which a deduc-
tion has been allowed under section FZ 1(4) (Deduction
for dividends paid on certain preference shares); or
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(c) dividends within the meaning of section HI 3(2) (Tax in
respect of Maori authorities with more than 20
beneficiaries)

specified foreign social security pension means a benefit,

pension, or periodical alowance granted to a person else-

where than in New Zealand to the extent to which its amount
reduces, under 1 of the following provisions, the rate of New

Zealand superannuation payable to the person:

(@ section 70 of the Social Security Act 1964:

(b) article 15 of the Convention in the schedule of the
Social Welfare (Reciprocity with the United Kingdom)
Order 1990 (SR 1990/85)

specified fund means—

(8 asuperannuation category 1 scheme; or
(b) asuperannuation category 2 scheme; or
(c) asuperannuation category 3 scheme

specified income, for a person and for a specified period

referred to in section KD 1(4) (Determination of net income),

means the amount calculated using the formula in section

KD 1(4)

specified insurance premium has the meaning given to it by

section CX 16(3) (Contributions to insurance funds)

specified lease—

(8 means alease to which the following apply:

(i) it is entered into in the period starting on 6
August 1982 and ending with the close of 19 May
1999; and

(i) it has a guaranteed residual value, or the term of
the lease is more than 36 consecutive months, or
the term of the lease is the economic life of the
lease asset because the Commissioner considers
that the lease asset has an economic life of less
than 36 months; and

(iii) 1 of paragraphs (b) to (e) applies:

(b) for the purposes of paragraph (a)(iii), the lessee becomes
the owner of the lease asset at the end of the term of the
lease:

(c) for the purposes of paragraph (a)(iii), the lessee has the
option to purchase the lease asset at the end of the term
of the lease at a price that the Commissioner considers
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will be significantly lower than the market value of the
lease asset at the end of the term of the lease:

(d) for the purposes of paragraph (a)(iii), the total of al lease
payments and the guaranteed residual value is more
than or equal to, or to a small extent less than, the cost
price of the lease asset:

(e) for the purposes of paragraph (a)(iii), the lessor and the
lessee agree that the lessee is liable for the payment of
all, or nearly all, expenditure incurred for the costs of
repair and maintenance and any other incidental costs
arising during the term of the lease for the use of the
lease asset:

(f) includes a lease of a lease asset if the lessee acquires
ownership of the lease asset by any means whatsoever,
whether from the lessor or another person:

(@) includes a lease of a lease asset entered into in the
period starting on 28 October 1983 and ending with the
close of 19 May 1999 if—

(i) aperson, other than the lessee, acquires the lease
asset; and

(if)  the lessee and the person who acquires the lease
asset are associated

specified mineral has the meaning given to it by section CU 28
(Other definitions)

specified office holder means—
(& ajudicia officer whose salary and principal allowances
are determined by the Higher Salaries Commission; or
(b) aMember of Parliament
specified option,—
(8 inthefinancial arrangements rules,—
(i)  meansan option to acquire or dispose of property
or services, and
(i)  includes an agreement for the sale and purchase
of property or services entered into as a result of
the exercise of the option:
(b) intheold financial arrangements rules, has the meaning
given to it by section EZ 45 (Definitions)
specified payment means—
(& anincome-tested benefit; or
(b) aveteran’s pension; or
(c) New Zealand superannuation; or
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(d) abasic grant or an independent circumstances grant,
made under regulations made under section 193 of the
Education Act 1964, section 303 of the Education Act
1989, or an enactment substituted for those sections; or

(e) compensation described in any of paragraph (b)(ix) to (xiii)
of the definition of salary or wages, if the compensa-
tion relates to aday forming part of a continuous period
of eligibility for such compensation and the day fals
after the earlier of—

(i) the day having the same date as the first day of
the continuous period of eligibility for compensa-
tion and occurring in the third calendar month
after that first day; and

(i) thelast day of the third calendar month after the
first day of the continuous period of eigibility for
compensation

specified period—

(8 insubpart KD (Tax credits for family support and family
plus), and in the definitions of net specified incomeand
specified income, means an unbroken period in a tax
year, whether the period consists of some or al of the
days in the tax year:

(b) isdefined in section EH 34 (Some definitionsused in main
income equalisation scheme) for the purposes of the
main income equalisation scheme:

(c) is defined in section EH 62 (Some definitions used in
adverse event income equalisation scheme) for the pur-
poses of the adverse event income equalisation scheme:

(d) is defined in section EH 80 (Some definitions used in
thinning operations income equalisation scheme) for
the purposes of the thinning operations income equal-
isation scheme

specified preference shares is defined in section FZ 1(5)
(Deduction for dividends paid on certain preference shares)
for the purposes of that section

specified superannuation contribution meansacontribution
that—

(8 isanemployer’s superannuation contribution; and

(b) ismade in money; and

(c) ismade to a superannuation fund
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specified superannuation contribution withholding tax
means specified superannuation contribution withholding tax
payable under the SSCWT rules

specified value is defined in section HE 2(3) (Group investment
funds) for the purposes of that section

spouse, in section KC 3 (Transitional tax allowance) and subpart

KD (Tax creditsfor family support and family plus), and in the

definitions of full-time earner, fully employed person, and

separ ated person (paragraph (b)), —

(@ includes a man or a woman who has entered into a
relationship in the nature of marriage with another per-
son to whom he or she is not legally married; and

(b)  does not include a separated person

spreading method means a method listed in section EW 20(2)
(What spreading methods do)

SSCWT rules—
(& means the following provisions:
(i) section CX 43 (Employer’s superannuation
contributions):
(if)  subpart NE (Specified superannuation contribution
withholding tax); and
(b) sections 47, 48, 139B, 143A(1)(d) and (e), and
143B(1)(d) and Part 9 of the Tax Administration Act
1994

stallion means a stalion that is bloodstock

standard accounting year has the meaning given to it by
section OF 1(2) (References to balance dates and years
generally)

standard balance date has the meaning given to it by section
OF 1(2) (References to balance dates and years generally)

standard dividend means a dividend derived from a com-
pany by a shareholder in the form of—

(& money; or

(b) therelease of an obligation to repay an amount lent; or
(c) adistribution of property of the company; or

(d) ataxable bonus issue

standard value, for non-listed livestock, means the value set
under section EC 30 (Setting standard values)

standing timber includes trees that would be standing timber
if they were mature trees
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start date is defined in section MJ 1(1) (Qualifying unit trust or
group investment fund may elect to maintain supplementary
available subscribed capital account) for the purposes of sub-
part MJ (Supplementary available subscribed capital accounts)

state enter prise means a person specified in schedule 18 (State
enterprises)

statutory producer board—

(& means—

(i) abody specified in schedule 15 (Statutory producer
boards):

(i) amarketing authority within the meaning of the
Primary Products Marketing Act 1953 that is
established by regulations made under that Act:

(ili) a primary producer board or marketing board
established by an Act; and

(b)  insections HF 1 (Profits of mutual associations in respect
of transactions with members) and 0C 3 (Statutory pro-
ducer boards), and in the definition of special corpo-
rate entity, does not include a body that derives only
exempt income

straight-line method, for depreciation, has the meaning
given to it by section EE 57 (Other definitions)

straight-line rate has the meaning given to it by section EE 57
(Other definitions)

subpart KD credit meansthe credit of tax allowed and calcu-
lated under section KD 2 (Calculation of subpart KD credit)

subsequent dividend, for a company that has paid a bench-
mark dividend during an imputation year, means a dividend
that—
(@ ispad by the company after the benchmark dividend
during the imputation year; and
(b) isnot adividend that is—
(i) pad at atimewhen the company is not an impu-
tation credit account company; or
(i) adistribution by a co-operative company in rela-
tion to which the company has made a determina-
tion under section ME 35 (Co-operative company
may make annual determination to attach imputa-
tion credit to certain distributions)
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subsidised transport—
(& means transport—
(i) for which the employer does not charge the
employee; or
(i)  for which the employer charges the employee a
sum that is less than the highest amount that the
employer charges the public for transport that is
equivalent in terms of class, extent, and occasion;
and
(b) includestransport that the employer provides by way of
providing carriage or an entitlement to carriage

substantial business assets is defined in section GC 14C(6)
(Definitions for use in section GC 14B) for the purposes of section
GC 14B

sufficient inter est has the meaning given to it by section LF 1(2)
(Underlying foreign tax credits generally, and interpretation)

superannuation category 1 scheme means a scheme or fund
that was at the relevant time a superannuation category 1
scheme under the Income Tax Act 1976

superannuation category 2 scheme means a scheme or fund
that was at the relevant time a category 2 scheme under the
Income Tax Act 1976

superannuation category 3 scheme means a scheme or fund
that was at the relevant time a superannuation category 3
scheme under the Income Tax Act 1976

superannuation contribution—

(& meansadisposition of property to or for the benefit of a
superannuation scheme in consideration for which fully
adequate consideration in money or money’'s worth
does not pass from the scheme to a person; and

(b) does not include a benefit that may pass from the
scheme to a person under the terms of the scheme

superannuation fund—

(8 means a superannuation scheme registered under the
Superannuation Schemes Act 1989; and

(b)  when referring to a superannuation fund that is a trust,
means the trustees of the fund

superannuation policy is defined in section DZ 1(3) (Life insur-
ersacquiring property before 1 April 1988) for the purposes of
that section
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superannuation scheme—
(@ means—

(i) atrust or unit trust established by its trust deed
mainly for the purposes of providing retirement
benefits to beneficiaries who are natural persons
or paying benefits to superannuation funds; or

(i) acompany that is not a unit trust, is not resident
in New Zealand, and is established mainly for the
purpose of providing retirement benefits to mem-
bers or relatives of members who are natural per-
sons; or

(ilf) an arrangement constituted under an Act of the
Parliament of New Zealand, other than the Social
Security Act 1964, mainly for the purpose of
providing retirement benefits to natural persons;
or

(iv) an arrangement constituted under the legislation
of a country, territory, state, or local authority
outside New Zealand mainly for the purpose of
providing retirement benefits to natural persons,
and

(b) when referring to a superannuation scheme that is a
trust, means the trustees of the scheme

superannuitant means a New Zealand superannuitant

supplementary dividend, for a company and for a person

deriving adividend (fir st dividend) from the company, means

adividend that—

(8 ispad by the company in the same income year as the
first dividend; and

(b) ispadin relation to the first dividend; and

(c) isderived by the person; and

(d) isequa in amount to the tax credit calculated, for the
first dividend, under section LE 2(2) (Credits in respect of
dividends to non-resident investors)

supply is defined in section GD 13(13) (Cross-border arrange-
ments between associated persons) for the purposes of that
section

surplus refundable credits, for a person and for a tax year,
means any excess credits that are refundable credits and that
have not been dealt with otherwise under section BC 10(2) (Sur-
plus credits)
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tax means income tax

tax advantage, in sections GC 22 (Imputation: arrangement to
obtain tax advantage) and ME 8 (Allocation rulesfor imputation
credits), means—

(@
(b)

(©

(d)

(e)

the allowance, wholly or partly, of a credit of tax under
section LB 2 (Credit of tax for imputation credit):

the allowance, wholly or partly, of a credit of tax under
section LD 8 (Credit of tax for dividend withholding
payment credit in hands of shareholder):

the obtaining of a refund of dividend withholding pay-
ment under section LD 9 (Refund to non-resident or
exempt shareholders):

the arising of a credit to an imputation credit account
under section ME 4 (Credits arising to imputation credit
account):

the arising of a credit to a dividend withholding pay-
ment account under section MG 4 (Credits arising to divi-
dend withholding payment account)

tax agent means a person—

@
(b)

who prepares the annual returns required to be filed for

10 or more persons; and

who—

(i) carrieson a professional public practice; or

(i)  carries on any business in which annual returns
required to be filed are prepared; or

(iii) isthe Maori Trustee

tax avoidance includes—

(@
(b)
(©

directly or indirectly atering the incidence of any
income tax:

directly or indirectly relieving a person from liability to
pay income tax:

directly or indirectly avoiding, postponing, or reducing
any liability to income tax

tax avoidance arrangement means an arrangement, whether
entered into by the person affected by the arrangement or by
another person, that directly or indirectly—

(@)
(b)

has tax avoidance as its purpose or effect; or

has tax avoidance as 1 of its purposes or effects,
whether or not any other purpose or effect isreferableto
ordinary business or family dealings, if the purpose or
effect is not merely incidental
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tax code, for an employee, means the employee’s tax code
under section NC 8 (Application of tax codes specified in tax
code declarations or tax code certificates)

tax code certificate—

(8 meansatax code certificate under section NC 8 (Applica-
tion of tax codes specified in tax code declarations or
tax code certificates); and

(b) includes a special tax code certificate

tax code declaration means a tax code declaration under
section NC 8 (Application of tax codes specified in tax code
declarations or tax code certificates)

tax credit advantageis defined in section GC 22(9) (Imputation:
arrangement to obtain tax advantage) for the purposes of that
section

tax deduction means a tax deduction made or required to be
made under the PAYE rules

tax filenumber means an identification number that the Com-

missioner has allocated to a person either—

(@ generaly for the purposes of this Act; or

(b) specifically for the purposes of the issueto the person of
acertificate of exemption under section NF 9 (Certificates
of exemption)

tax withheld means an amount of tax paid under the PAYE
rules, the RWT rules, the NRWT rules, or regulations made
under section 225 of the Tax Administration Act 1994

tax year means a period starting on 1 April and ending on 31
March

tax year of transfer, for amatrimonial agreement, meansthe
tax year in which the date of transfer falls

taxable activity—

(@ in the provisional tax rules, the RWT rules, and the
NRWT rules, hasthe meaning given to it by section 6 of
the Goods and Services Tax Act 1985, except that
section 6(3)(d) does not apply:

(b) isdefined in section DB 3(3) (Determining tax liabilities)
for the purposes of that section

taxable bonus issue means—

(@ abonusissuein lieu; or
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(b)

(©)

a bonus issue that a company chooses to treat as a
dividend under section €D 7 (Elections to make bonus
issue into dividend); or

in the case of a bonus issue made before the enactment
of this Act, a bonus issue that the company chose to
treat as a dividend under a provision of an earlier Act
corresponding to section €D 7 (Elections to make bonus
issue into dividend)

taxable distribution, for atax year, and for atrust that in the
tax year isanon-qualifying trust or aforeign trust but isnot a
superannuation fund or a unit trust, and for a person who is a
beneficiary of the trust, means a distribution to the beneficiary
in the tax year that is—

(@
(b)

(©)

(d)

not beneficiary income:

not a distribution of, or a payment or transaction that
represents adistribution of, any part of the corpus of the
trust:

for aforeign trust, not a distribution of, or a payment or
transaction that represents a distribution of, profits
derived in any tax year by the trustee of the trust from
the realisation of acapital asset of the trust or any other
capital profit or capital gain realised by the trustee in
any tax year (excluding profit or gain required to be
taken into account for the purpose of determining an
income tax liability, minus any capital loss incurred by
the trustee of the trust from the realisation of a capital
asset of the trust or otherwise in the tax year during
which the profit or gain was realised):

for the purposes of paragraph (c), any capital profit or
capital gain realised by the trustee of aforeign trust is
treated as income derived by the trustee (but not bene-
ficiary income) and not as capital profits or gains,
whether the realisation was by 1 transaction or by a
series of transactions between the trustee and a person
associated with the trustee, and for this purpose a per-
sonistreated as associated with the trustee if the person
would be treated as associated under section 0D 7 (Defin-
ing when 2 persons are associated persons) or 0D 8(3)
(Further definitions of associated persons)

taxable income means taxable income for a tax year calcu-
lated under section BC 5 (Taxable income)
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taxable period is defined in section DB 3(3) (Determining tax
liabilities) for the purposes of that section

taxable supply has the meaning given to it by section 2 of the
Goods and Services Tax Act 1985

taxation law, in sections EZ 49 (Referencesto new rulesinclude

old rules), YA 4 (Saving of binding rulings), and YA 5 (Saving of

accrua determinations),—

(8 has the meaning given to it by section 3(1) of the Tax
Administration Act 1994; and

(b) includes a provision of the Income Tax Act 1994

Taxation Review Authority means a Taxation Review
Authority established under the Taxation Review Authorities
Act 1994

taxicab has the meaning given to it by section 2(1) of the
Transport Act 1962

taxpayer means a person who is, or may be, liable to perform
or comply with an obligation imposed by this Act

temporary building means—
(@ abuilding that—
(i) iserected under apermit issued by alocal autho-
rity or a public authority; and
(i)  must be demolished or removed if the local
authority or the public authority requiresits dem-
olition or removal; or
(b) abuilding that—
(i) iserected at a construction site; and
(ii) isto be demolished or removed on or before the
completion of the construction; or
(c) abuilding that—
(i) was erected, and is used, to house specific plant
or machinery; and
(i)  will have to be demolished to remove or replace
the plant or machinery

ten percent capital reduction is defined in section CD 14(9)
(Returns of capital: off-market share cancellations) for the
purposes of that section

term of the lease—
(& meansthe period of time from the date on which alease
starts until it ends:
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(b) if thetermisindefinite, means the period of time during
which the lessee is unable, under the lease, to cancel,
terminate, or withdraw from the lease without incurring
a penalty:

(c) if 2 or more consecutive leases are treated under para-
graph (c)(iv) of the definition of lease as 1 lease of a
lease asset, the term of the lease runs from the start of
the first term of the lease to the end of the last of the
leases:

(d) is defined in section EZ 29(5) (Premium paid on land
leased before 1 April 1993) for the purposes of that
section

terminal tax means an amount calculated for atax year under
section BC 9 (Satisfaction of income tax liability)

terminal tax date, for atax year and a person, means—

(8 the 7th day of the month specified in schedule 13, part A
(Months for payment of provisional tax and terminal
tax) for payment of terminal tax for the tax year, unless
January is specified; or

(b) 15 January, if January is specified in schedule 13, part A
(Months for payment of provisional tax and terminal
tax) for payment of terminal tax for the tax year; or

(c) any other date that the Commissioner specifies under
section MC 1(3) (Payment of terminal tax by provisional
taxpayer) for a particular provisional taxpayer; or

(d) adatethat isspecified in section MC 2(1) (Payment of tax)

terminating share means a share in a building society that is

included in a group of shares, if the group is to terminate—

(@ a the end of a period specified on the issue of the
shares; or

(b) ontheattainment of aresult specified on theissue of the
shares

thinning operations has the meaning given to it by section
EH 80 (Some definitions used in thinning operations income
equalisation scheme)

thinning oper ations deposit has the meaning given to it by
section EH 80 (Some definitions used in thinning operations
income equalisation scheme)

thinning operations income equalisation account has the
meaning given to it by section EH 80 (Some definitions used in
thinning operations income equalisation scheme)
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thinning oper ationsincome equalisation scheme meansthe
scheme referred to in section EH 1(2)(c) (Income equalisation
schemes)

thinning operations maximum deposit has the meaning
given to it by section EH 80 (Some definitions used in thinning
operations income equalisation scheme)

third instalment date means—

(8 the 7th day of the month specified in schedule 13, part A
(Months for payment of provisional tax and terminal
tax) for payment of the third instalment of provisional
tax for atax year, unless January is specified; and

(b) 15 January, if January is specified

timber includes standing timber in—

(&8 section FB 4 (Income derived from disposa of trading
stock together with other assets of business):

(b) section FF 7 (Disposal of timber under matrimonial
agreement):

(c) section GD 1 (Sale of trading stock for inadequate
consideration):

(d) section GD 2 (Distribution of trading stock to sharehold-
ers of company):

(e) the definition of cost of timber:

(f)  the definition of disposal (paragraph (a)):

(g) the definition of right to take timber:

(h) the definition of trading stock (paragraph (b)(iv))

time bar means the provisions of sections 108 and 108B of

the Tax Administration Act 1994

time of the sale, in sections DC 9 (Sale of business:. transferred
employment income obligations) and EA 4 (Deferred payment
of employment income), means the date on which the agree-
ment for sale of the business is settled by the exchange of the
seller’ s business for the buyer’s consideration

tracking account means the account described initem “a” of

the formula in section LF 5(2) (Dividends from grey list

companies)

trade credit is defined in section EZ 45 (Definitions) for the

purposes of the old financial arrangements rules

trading stock—

(8 isdefined in section EB 2 (Meaning of trading stock) for
the purposes of—
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(i)  section €D 38 (Cost of tangible property):

(i) section CH 1 (Trading stock, livestock, and
excepted financial arrangements):

(iii) section CZ 15 (Available capital distribution
amount: 1965 and 1985 to 1992):

(iv) section DB 40 (Trading stock, livestock, and
excepted financial arrangements):

(v)  section DP 1 (Cost of timber):

(vi) section DU 13 (Cost of non-specified mineral):

(vii) section EA 1 (Trading stock, livestock, and
excepted financial arrangements):

(viii) section EA 2 (Other revenue account property):

(ix) section EA 3 (Prepayments):

(X) subpart EB (Vauation of trading stock (including
dealer’s livestock)):

(xi) section EE7 (What is not depreciable property):

(xii) section EE 31 (Items of low vaue):

(xiii) section EE 54 (Excluded depreciable property):

(xiv) section EW 2 (Application of financia arrange-
ments rules):

(xv) section EX 21 (Branch equivaent income or loss:
calculation rules):

(xvi) section EX 47 (Codes. comparative value and
deemed rate methods):

(xvii) section EZ19 (New item):

(xviii) section EZ20 (New Zealand-new item):

(xix) section FB 3 (Disposal of trading stock):

(xx) section FC 4 (Valuation adjustments where com-
pany acquires its shares):

(xxi) section FC 10 (Taxation of hire purchase
agreements):

(xxii) section FD 10 (Specia provisions relating to dis-
positions of property):

(xxiii) section FE 6 (Acquisition of property by amalga-
mated company on qualifying amalgamation):

(xxiv) section FG 4 (Rules for calculating New Zeaand
group debt percentage):

(xxv) section GD 7 (Distribution of property to
policyholders):

(xxvi) section HB 2 (Taxable income to be calculated
generally as if group were single company):
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(b)

(©)
(d)

(xxvii) section HC 1 (Special partnerships):

(xxviii) section HF 1 (Profits of mutual associations in
respect of transactions with members):

(xxix) section HH 5 (EXisting trusts becoming subject to
tax):

(xxx) the definitions of accrual expenditure, closing
stock, cost, cost price, market value, produce
transactions, and revenue account property:

in sections CG 6 (Receipts from insurance or other com-

pensation for trading stock), FF 13 (Trading stock), GD 1

(Sale of trading stock for inadequate consideration), and

GD 2 (Distribution of trading stock to shareholders of

company),—

(i)  includes anything produced or manufactured:

(i) includes anything acquired for the purposes of
manufacture, sale, or exchange:

(iii)  includes livestock:

(iv) includes timber:

(v) includes aright to take timber:

(vi) includesany other real or personal property if the
business of the person who disposed of it is deal-
ing in such property or if the person acquired the
property for the purpose of disposal:

(vii) includes land whose disposal would produce
income under any of sections CB 5 to CB 13 (which
relate to income from land):

(viii) includes anything for which expenditure is
incurred after 8.30 pm New Zealand Standard
Time on 31 July 1986 and which, if possession of
that thing were taken, would be trading stock:

(ix) does not include afinancial arrangement:

inthe old financial arrangements rules, has the meaning

given to it by section EZ 45 (Definitions):

is defined in section FB 4(5) (Income derived from dispo-

sal of trading stock together with other assets of busi-

ness) for the purposes of that section

transfer of value means a transfer of value as defined in
section CD 4 (What is a transfer of value?)
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transferee—

(@

(b)

is defined in section DZ 7(6) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section:

in subpart FF (Matrimonial transfers), for property trans-
ferred under a matrimonia agreement, means the per-
son to whom the property is transferred under the
agreement

transferor—

(@

(b)

(©

is defined in section CZ 6(2) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section:

is defined in section DZ 7(6) (Farm-out arrangements for
petroleum mining before 16 December 1991) for the
purposes of that section:

in subpart FF (Matrimonial transfers), for property trans-
ferred under a matrimonia agreement, means the per-
son from whom the property is transferred under the
agreement

transitional capital amount, for a share in a company,
means—

(@

the amount calculated using the formula—

J'Tkx

m

where—

j isthe total amount of capital paid up before 1 July
1994 for shares of the same class as the share,
whenever issued and including the share, that is
not an amount paid up by abonusissue made after
31 March 1982 and before 1 October 1988, except
if—

(i) the date of the acquisition, redemption,
other cancellation, or liquidation falls more
than 10 years after the date of the bonus
issue; or

(i)  the amount was paid up by way of applica-
tion of an amount of qualifying share pre-
mium; or

(iii)  the relevant time is the time of liquidation
of the company; or



Income Tax Part OB cl OB 1

m

isthe total amount of capital paid up before 1 July
1994 for shares of the same class as the share;
whenever issued and including the share, that is
not an amount paid up by abonusissue, other than
ataxable bonus issue, made on or after 1 October
1988, except if the amount was paid up by way of
application of an amount of qualifying share pre-
mium

is the total of qualifying share premium paid to
the company before 1 July 1994 for shares of the
class, whenever issued and including the share,
that isnot an amount that islater, but before 1 July
1994, applied to pay up capital on shares in the
company

is the number of shares of the class, including the
share, ever issued before the close of 30 June
1994

is the number of shares of the class, including the
share, on issue at the close of 30 June 1994:

(b) for acompany that is agroup investment fund to which
section CZ 8 (Treatment of superannuation fund interests
in group investment funds on 1 April 1999) applies, the
value of the superannuation fund interest at the close of
business on 31 March 1999

transitional year means the period for which a person files a
return under section 39 of the Tax Administration Act 1994
trust, in the definitions of superannuation scheme and unit
trust, has the meaning given to it by the Trustee Act 1956

trust rules means—
(@ thefollowing provisions:

(i)
(if)
(iii)
(iv)
(v)

(Vi)
(vii)

section CX 35 (Superannuation fund deriving
amount from life insurance policy):

section DB 24 (Bad debts owed to estates):
sections DV 1 to DV 8 (which relate to superannua-
tion funds):

section EW 66 (Financial arrangements, income,
and expenditure relevant to criteria):

section EZ 34 (Cash basis holder):

section GC 14 (Income assessabl e to beneficiaries):
section GD 6 (\/alue of loans provided by superan-
nuation fund deemed to be income of fund):
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(viii) sections HH 3 to HH 8 (which relate to trusts):

(ix) section HJ 1 (Government Superannuation Fund):

(x)  section HK 14 (Rents, royalties, or interest derived
by Maori Trustee and not distributed):

(xi) section HZ 2 (Trusts that may become qualifying
trusts); and

(b) section 59 of the Tax Administration Act 1994

trustee—

(@ inreference to atrust,—

(i)  means the trustee only in the capacity of trustee
of the trust; and

(i) includes al trustees, for the time being, of the
trust:

(b) includes an executor and administrator:

() includes Public Trust:

(d) includes the Maori Trustee:

(e) for a superannuation scheme that is a trust or that is
treated by this Act asatrust, includes a person by whom
the investments of the scheme (or a part of the scheme)
are managed or controlled:

(f)  for aunit trust, means the trustee in which is vested the
money, investments, and other property that are for the
time being subject to the trusts governing the unit trust:

(g) is defined in section DG 14 (Some definitions) for the

purposes of sections DC 11 to DC 14 (Which relate to share
purchase schemes)

trustee company has the meaning given to it by section 2 of
the Trustee Companies Act 1967

trustee income, for atrust, other than a unit trust, and for an
income year, means income that—

@
(b)

is derived by a trustee of the trust in the income year;

and

is not, except for a superannuation fund, income that—

(i) vestsabsolutely ininterest in a beneficiary of the
trust during the income year; or

(i) is paid or applied by the trustee to or for the
benefit of a beneficiary of the trust during, or
within 6 months after the end of, the income year

turnover, in subpart EB (Valuation of trading stock (including
dealer’s livestock)),—
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(@ means the total income that a business derives in an
income year as aresult of trading by that business; and
(b) does not include the value of closing stock

type, in subparts EC (Vauation of livestock) and FF (Matrimo-
nial transfers), and in the definitions of class and herd live-
stock, for listed livestock, means a general category of live-
stock listed in schedule 8, column 1 (Types and classes of
livestock)

unadjusted incometax liability means an unadjusted income
tax liability for a tax year calculated under section BC 6(2)
(Income tax liability of filing taxpayer)
unclassified benefit has the meaning given to it by section
CX 32 (Meaning of unclassified benefit)

unit holder, for a unit trust, means a person who holds a
beneficia interest in the money, investments, and other prop-
erty that are for the time being subject to the trusts governing
the unit trust

unit trust—

(@ means a scheme or arrangement, whether made before
or after the commencement of this Act, that is made for
the purpose or has the effect of providing facilities for
subscribers, purchasers, or contributors to participate,
as beneficiaries under a trust, in income and gains
(whether in the nature of capital or income) arising from
the money, investments, and other property that are for
the time being subject to the trust; and

(b) does not include—

(i) atrust for the benefit of debenture holders:

(i)  the Common Fund of Public Trust:

(iii) a Group Investment Fund established by Public
Trust:

(iv) the Common Fund of the Maori Trustee:

(v) aGroup Investment Fund established under the
Trustee Companies Act 1967:

(vi) afriendly society registered under the Friendly
Societies and Credit Unions Act 1982:

(vii) asuperannuation fund:

(viii) an employee share purchase scheme:

(ix) any other trust of any specified kind that is
declared by the Governor-General, by Order in
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Council, not to be a unit trust for the purposes of
section HE 1 (Unit trusts)

unlisted trust is defined in section CD 14(9) (Returns of capital:
off-market share cancellations) for the purposes of that
section

unlisted widely-held trust means a widely-held trust the
units or interests in which are not quoted on the official list of
arecognised exchange

variable principal debt instrument,—

(& in the financial arrangements rules, means a financial
arrangement that contemplates that 1 party may, on
demand or call,—

(i) advance further amounts to the other party; or

(i)  require the return of al amounts advanced to the
other party, if the other party’s rights and obliga-
tions under the financial arrangement are
expressed in aforeign currency:

(b) intheoldfinancia arrangementsrules, has the meaning
given to it by section EZ 45 (Definitions)

variation in control or income interests is defined in section
GC 9(7) (Variations in control or income interests in foreign
companies) for the purposes of that section:

veteran’s pension means aveteran’s pension paid or payable

under Part 1 of the Socia Welfare (Transitional Provisions)

Act 1990 or section 70(3)(b) of the Social Security Act 1964,

other than a portable veteran’'s pension

voting interest—

(& means, for a person and a company and a time, the
percentage voting interest that the person is treated as
holding in the company at the time under sections 0D 2 to
0D 6 (which relate to the measurement of control and
ownership interests):

(b)  in subpart HG (Qualifying companies), and in the defini-
tion of elective interest, has the meaning given to it by
section HG 2 (Determination of effective interest in
company):

(c)  insection 0D 5(6E) (M odifications to measurement of vot-
ing and market value interests in case of continuity
provisions), means, for a person and a company and a
time, the percentage voting interest that the person is
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treated as holding in the company under section 0D 3
(Voting interests), as modified by section 0D 5(6F)

war widows mother’s allowance means a mother’'s allow-
ance payable under section 32(2) of the War Pensions Act
1954

wholly-owned group has the same meaning as wholly-
owned group of companies

wholly-owned group of companies—

(8 hasthemeaning given to it by section IG 1(3) (Companies
included in group of companies):

(b) in sections EC 39 (Reduction: bloodstock not previously
used for breeding in New Zealand) and EZ 14 (Section
EZ 13 amount of depreciation loss when items trans-
ferred between companies in wholly-owned group
before 1 April 1993), for 2 companies and for atime at
which an asset is disposed of by 1 of them to the other,
whenever that time is, has the meaning given for the
time by section IG 1(3) (Companies included in group of
companies)

widely-held company means, at any time, acompany that, at

the time—

(@ hasnot lessthan 25 shareholders (treating all associated
shareholders as 1 person); and

(b) isnot aclosely-held company

widely-held trust meansaunit trust or group investment fund

to which 1 of the following applies:

(8 it hasat least 100 unitholders or investors (treating all
associated persons as 1 person); or

(b)  paragraph (a) does not apply to it but it can still reason-
ably be regarded as a widely-held investment vehicle
for direct investment by the public; or

(c) paragraph (a) does not apply to it but only because of
unusual or temporary circumstances, such as the fact
that it was recently established or isto be terminated; or

(d) paragraph (a) does not apply to it but it can reasonably
be regarded as a vehicle mainly for investment by unit
trusts, group investment funds, or superannuation funds
that are widely-held vehicles for direct investment

windfall credit isdefined in section MZ 1(3) (Savingsfor certain
credits arising in relation to overpayment of income tax or
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dividend withholding payment) for the purposes of that
section

withdrawable share—

(@

(b)

means a share in a building society—

(i) that bearsarate of dividend specified on theissue
of the share and that is redeemable at the end of a
fixed term or at the option of the shareholder; or

(i) that has been issued under section 31A of the
Building Societies Act 1965; or

(ili) that is aterminating share; and

does not include a share in a building society that is

irredeemable, or redeemable only at the society’s

option, on which a dividend is declared and payable
from the annual surplus revenue of the building society

withdrawal ,—

@

(b)

(©

in subpart €S (Superannuation funds), includes the direct
transfer of an amount by a superannuation fund to
another superannuation fund or a superannuation
scheme:

in section €S 7 (Exclusion of withdrawal when member
ends employment), means a withdrawal of amounts,
and any return on amounts, contributed to a superannu-
ation fund during the time a member is employed by the
employer with whom the member is ending their
employment:

in section €S 9 (Exclusion of withdrawal from defined
benefit fund when member ends employment), means a
withdrawal of amounts, and any return on amounts,
contributed to a defined benefit fund during the time a
member is employed by the employer with whom the
member is ending their employment

withdrawal certificate,—

(@

(b)

(©

for a specia account that is a special farm ownership
account, means a withdrawal certificate as defined in
the Farm Ownership Savings Act 1974:

for a special account that is a special home ownership
account, means a withdrawal certificate as defined in
the Home Ownership Savings Act 1974:

for a special account that is a special fishing vessel
ownership account, means a withdrawal certificate as
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defined in the Fishing Vessel Ownership Savings Act
1977

withdrawal income means withdrawal income as determined
under section 1Z 3 (Withdrawal income)

withdrawal tax means withdrawal tax imposed by section 1Z 2
(Rate of withdrawal tax)

withholding payment means a payment that is declared by
regulations under this Act to be awithholding payment for the
purposes of the PAYE rules

withholding tax limitation has the meaning given to it by
section DA 2(5) (General limitations)

working day means any day of the week other than—

(@ Saturday, Sunday, Good Friday, Easter Monday, Anzac
Day, Labour Day, the Sovereign's birthday, and
Waitangi Day; and

(b) aday inthe period starting on 25 December in a year
and ending on 15 January (both dates inclusive) in the
following year

work-related vehicle has the meaning given to it by section

CX 33 (Meaning of work-related vehicle)

worldwide group debt per centage means, for a person and

for an income year, the percentage calculated under section

FG 5 (Rules for calculating worldwide group debt percentage)

year means a 12 month period

year of determination, in sections ME 30 to ME 34 (which relate

to imputation credit accounts of statutory producer boards),

and in the definition of member (paragraph (a)), means an

income year that starts on or after 1 April 1988.

Compare: 1994 No 164 sOB 1

OB 2 Meaning of source deduction payment: shareholder-

)

employees of close companies

In this Act, except as provided in subsection (2), sour ce deduc-
tion payment means a payment by way of salary or wages, an
extra pay, a payment made to a specified office holder in
respect of the activities of a specified office, or awithholding
payment, but does not include an amount attributed in accor-
dance with section GC 14D.
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If ataxpayer is a shareholder in and an employee of a close

company and in the taxpayer’s tax year (or in the taxpayer’s

corresponding accounting year)—

(8 the taxpayer does not derive as an employee of the
company—

(i) salary or wages of a regular amount for regular
pay periods of 1 month or less regularly through-
out that tax year (or corresponding accounting
year); or

(i) salary or wages, by way of regular payments
throughout that tax year (or corresponding
accounting year) of aregular amount for regular
pay periods, that are in total at least two-thirds of
the annual gross income which the taxpayer
derives in that tax year (or corresponding
accounting year) as an employee of the company;
or

(b) any amount is paid or credited to the taxpayer, or
applied on the taxpayer’s account, in anticipation or in
respect of any income that may subsequently be allo-
cated to the taxpayer as an employee of the company,—

for the purposes of this Act, except the FBT rules—

(c) al counted income that the taxpayer derives as an
employee of the company in every subsequent tax year

(or corresponding accounting year) is deemed to be

counted income derived otherwise than from source

deduction payments; and

(d) if the taxpayer so chooses, al counted income that the
taxpayer derives from the company in that tax year (or
corresponding accounting year) as an employee of the
company is deemed to be counted income derived
otherwise than from source deduction payments.

Compare: 1994 No 164 s OB 2

OB 3 Meaning of qualifying company

D

1708

In this Act, but subject to section HG 7, qualifying company

means, in respect of any income year, acompany (not being a

unit trust) where—

(@ a no time during the income year is the company a
foreign company; and

(b) at all times during the income year the company—
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(©

(d)

(€)

(f)

(i)  has5 or fewer shareholders (as determined where
appropriate in accordance with subsection (2) and
section 0D 9); or

(i) is a company whose governing instrument pro-
vides that each registered shareholder is entitled
to occupation or use of a residentia property in
New Zealand owned by the company, such
properties being the only significant assets of the
company; and

subject to subsection (4), each person who is at any time

during the income year a shareholder in the company

is—

(i) anatural person other than a trustee; or

(i) atrustee of atrust in respect of which al divi-
dends, that are not non-cash dividends other than
taxable bonus issues, derived by the trustee from
the company during the income year are bene-
ficiary income of beneficiaries who are not trust-
ees or companies other than qualifying compa-
nies; or

(iii) another qualifying company; and

theforeign non-dividend income (if any) derived during

the income year by the company does not, after deduc-

tion of the lesser of—

(i)  such part of that foreign non-dividend income as
is income within the meaning of section CC 3; and

(i)  10% of the annual grossincome of the company
for the income year,—

exceed $10,000 (or such greater sum as the Governor-

General may from time to time by Order in Council

declare for the purposes of this paragraph); and

adirector election made in accordance with section HG 3

by al persons who are directors of the company at the

time of election is in effect a all times during the
income year and has not been revoked; and

a shareholder election made in accordance with any of

section HG 4(1) to (3)—

(i) isin effect a al times during the income year;
and

(if)  subject to section HG 6, has not been revoked,—
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9

in respect of each shareholder who is sui juris; and
the company has not ceased in that income year to be a
qualifying company under section HG 18 by virtue of
ceasing to be a loss attributing qualifying company.

For the purposes only of subsection (1)(b)(i) and this
subsection,—

@

(b)

(©

(d)

shares in a company that are held by another company

are, notwithstanding section HG 2(a), deemed to be held

by the shareholders in that latter company; and
anatural person who is a shareholder in a company and
all other shareholders in the company who are persons
connected with that natural person by blood relation-
ship, marriage, or adoption, in each case within the first
degree of relationship, are treated as a single share-
holder; and

where—

(i) aperson becomes at any time a shareholder in a
qualifying company, whether by virtue of acquir-
ing shares in the company or by virtue of the
company becoming a qualifying company; and

(i) that person is at the time treated with any other
person as being a single shareholder under para-
graph (b),—

that person remains so treated, notwithstanding any

subsequent death or marriage dissolution, for so long as

he or she remains a shareholder in the qualifying com-
pany; and

where a shareholder in a company is a trustee, and a

shareholder election made in respect of that trust is at

any time in effect,—

(i) thepersonswho have, between thefirst day of the
1991-92 income year and that time, derived from
the trust beneficiary income being dividends
derived from any qualifying company; or

(i)  the persons (other than the trustee) who made
such an election,—

(whichever group of persons is greater in number) are

deemed to be shareholders in the company at that time

in substitution for the trustee, who is not counted as a

shareholder at that time.
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(3A) A company does not cease to be a qualifying company in an
income year by reason only of a failure to comply with sub-
section (1)(c)(ii) if—

@

(b)

as much of the dividends of the kind specified in sub-
section (1)(c)(ii) as is available to be distributed under
general trust law is beneficiary income of beneficiaries
(not being trustees or companies other than qualifying
companies); and

at any time since the company attained qualifying com-
pany status, at least some dividends derived by the
trustee from the company have vested or been distrib-
uted as beneficiary income of beneficiaries (not being
trustees or companies other than qualifying companies).

(49)  Any Order in Council made for the purposes of subsection (1)(d)
may have retrospective effect to the extent that the order may
be expressed to apply—

(@
(b)

from the commencement of the income year in which
the order is made; or

in respect of income derived after any particular date
within the income year in which the order is made.

Compare: 1994 No 164 sOB 3

OB 6 Meaning of income tax
(1) Subject to subsection (2), in this Act, unless the context other-
wise requires, income tax—

(@
(b)

(©

subject to paragraphs (b) to (I), means income tax imposed

under this Act:

in sections CD 9, CW 10, CW 41, EG 1, FC 19, HK 26, and LF 2(3),

in relation to any country or territory outside

New Zealand, means any tax which is substantially of

the same nature as income tax imposed under section BB

1;

in the international tax rules and section LC 1, means,—

(i) in respect of any country or territory outside
New Zealand, any tax (whether imposed by a
central, state, or local government) which is sub-
stantially of the same nature as income tax
imposed under section BB 1 or as non-resident
withholding tax imposed under the NRWT rules;
but does not include—
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(d)

(€)

(f)

(A) any tax, penalty, or interest payable under
any enactment of that country or territory
imposing taxes, penalties, or interest on
unpaid taxes, being a tax or penalty or
interest which is substantially of the same
nature as a civil penaty (as defined in
section 3(1) of the Tax Administration Act
1994) or a criminal penalty imposed under
Part 9 of the Tax Administration Act 1994
or interest imposed under Part 7 of that
Act:

(B) any amount in respect of tax which under
the law of that country or territory a com-
pany paying a dividend has deducted, or
was authorised to deduct, from the divi-
dend and which the person deriving the
dividend was not personally liable to pay:

(i) in respect of New Zealand, income tax imposed
under section BB 1; but does not include any civil
penalty (as defined in section 3(1) of the Tax
Administration Act 1994) or criminal penalty
imposed under Part 9 of the Tax Administration
Act 1994 or interest imposed under Part 7 of that
Act:

in the dividend withholding payment rules (other than

subpart LF), the imputation rules, subparts HG and MF, and

sections MD 3, ME 15 to ME 24, and NH 5, means income tax
levied under section BB 1; but does not include—

(i) acivil penaty (as defined in section 3(1) of the
Tax Administration Act 1994), any specified
superannuation contribution withholding tax, or
fringe benefit tax; or

(i) any interest payable under Part 7 of the Tax
Administration Act 1994:

in the definition of after-income tax earnings, and in

subpart LF (except section LF 2(3)), means income tax (as

defined in paragraph (c) of this definition), whether of

New Zealand or elsewhere, and includes any capita

gains tax and branch repatriation or remittance tax:

in the dividend withholding payment rules, the imputa-

tion rules, and subpart MF, in relation to tax that has been
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)

©)

(i)
(N

paid by a taxpayer, includes references to provisional
tax:

is defined in section DB 1(2) for the purposes of that
section:

isatax prescribed in section 173D of the Tax Adminis-
tration Act 1994.

In, or in relation to, the provisions in subsection (3), the terms
income tax and tax do not include—

(@
(b)
(©)
(d)
(€)

dividend withholding payment penalty tax; or
fringe benefit tax; or

imputation penalty tax; or

qualifying company election tax; or
withdrawal tax.

The provisions are—

(@
(b)

(©)
(d)

(e)

(f)
(9)

(h)
0)

()
(k)
()

(m)
(n)

Part B, except for sections BB 3(2) and BH 1; and

sections CD 11(2), CF 2, €Q 2(1) and (3), CQ 5, CR 1(4) and (5),
CU 1 to CU 13, CU 21 to CU 25, CW 1, CW 3 to CW 19, CW 22 to
CW 27, CW 30 to CW 41, CW 43, CW 44, CW 46, CZ 3, CZ 5, and
€z 9; and

sections DB 1, DB 42, DD 1 to DD 3, DD 10, DN 2, DN 6, DP 8,
DP 9, and DU 2 to DU 10; and

sections EC 12 to EC 14, EC 46, EG 2, EH 28 to EH 33, EH 60, El
1, El4,ElI5, EJ 1, EX 18 to EX 24, EX 26, EX 30 to EX 41, EX 44,
EX 46, EX 47, EX 50, EX 52, EX 57, EX 60, EY 41, EY 42, EY 45,
EY 47, EZ 13 to EZ 15, EZ 34, EZ 35, and EZ 40; and

sections FB 2, FC 3, FC 10, FC 13 to FC 21, FD 2, FD 4, FD 7,
FD 9, and FD 10; and

sections GC 9 and GD 9; and

sections HB 1, HB2, HE1, HE2, HH2 to HH 6, HI3 to HI 5, HJ 1,
HK 14, and HZ 2; and

sections IE1, IF 1,161, 1G 2, and 1G 7; and

sections KC 1 to KC 5, KE 1, KF 1, KF 3, KG 1, KZ 1, and KZ 2;
and

sections LC 4, LC 5, LC 16, and LF 2; and

sections MB 7, ME 11 to ME 14, ME 26, ME 28, MF 8, MF 9, and
MG 15; and

section NH 5; and

sections OB 6(1)(b), (c), and (i), OE 2, and OE 5; and

the definitions of corpus, eigible company, qualify-
ing trust, tax avoidance, and taxable distribution in
section 0B 1; and
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D
@

1714

(0)

sections 31 and 183 of the Tax Administration Act
1994.

Compare: 1994 No 164 ss OB 6, OZ 1(3)

Subpart OC—Special entities subject to tax

OC 1 Airport operators
This section applies notwithstanding anything in this Act.

For the purposes of this Act,—

(@
(b)

(©)
(d)
(€)

()
(¢)
(h)

an airport operator is deemed to be a company; and
the parties to the joint venture agreement under which
an airport is operated are deemed to hold shares in the
airport operator which operates that airport in the pro-
portions in which, in terms of the joint venture agree-
ment, the profits from the operation of that airport, after
taking into account any adjustments in respect of pre-
vious years, are to be shared between those parties; and
activities as an airport operator are deemed to be a
business; and
an airport operator is deemed to own every asset that, in
relation to that airport operator, is an airport asset; and
an airport operator is deemed to be a person that is
separate from the Crown and every airport authority
and every other person; and
an airport operator is deemed to be neither a public
authority nor alocal authority; and
an airport operator is deemed not to be a mutual associ-
ation for the purposes of section HF 1; and
where and to the extent that any party to ajoint venture
agreement providesfundsfor any purposethat relatesto
activities that, in relation to the airport operator that
operates the airport to which the joint venture agree-
ment relates, are activities as an airport operator, and
those funds are expressly agreed by the parties to that
joint venture agreement to be advanced for the purpose
of those activities as an airport operator, and those
funds are provided for a consideration that requires a
provision, in the nature of interest, to be made by the
airport operator for the benefit of the party that provided
the funds,—
(i)  thefunds provided are deemed to be money bor-
rowed by the airport operator; and
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©)

(4)

©)

(6)

(i) the funds provided are deemed to be capita
employed by the airport operator; and

(iii) that provision is deemed to be expenditure or, as
the case may be, aloss in the nature of interest.

For the purposes of this Act, where an airport operator is
deemed, under subsection (2), to own an asset, that asset is
deemed to be acquired or to have been acquired by the airport
operator at the time at which the airport operator acquires or
acquired (otherwise than by way of purchase), or agreesto use
or agreed to use, or commences to have the power to use or
commenced to have the power to use that asset, and the airport
operator is deemed to incur or to have incurred an amount of
expenditure, in acquiring that asset, equal to the market value
of that asset at that time.

For the purposes of this Act, where any asset that, in relation
to an airport operator, is an airport asset, ceases, otherwise
than by reason of its disposal by sale, to be an airport asset,
that asset is deemed to have been sold by the airport operator,
on the day onwhich it ceased to be an airport asset, for aprice
equal to its market value on that day.

If any question arises as to—

(@ the market value of any asset for the purposes of sub-
section (3); or

(b) the cost of any airport asset; or

(c) thetimeat which an airport operator acquired or agreed
to use or commenced to have the power to use any
asset,—

it must be determined—

(d) by agreement between the airport operator and the
Commissioner; or

(e) indefault of such agreement, by the Commissioner.

In this section,—

activities as an airport operator, in relation to an airport
operator and to any joint venture agreement, means any activi-
tiesundertaken for the purposes of thejoint venture agreement
by the airport operator in establishing, improving, maintain-
ing, operating, or managing any airport (including the
approaches, buildings, and other accommodation, and the
equipment and appurtenances for the airport)

airport has the same meaning as in section 2 of the Airport
Authorities Act 1966
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airport asset, in relation to any airport operator, means—

(@

(b)

(©

(d)

any asset that, in terms of or under the joint venture
agreement that relatesto the airport operator, the airport
authority that is a party to the venture agreement
acquires or has acquired, or agrees to use or has agreed
to use, or isgiven the power to use or has been given the
power to use, for the purposes of the activities that in
relation to the airport operator are activitiesasan airport
operator, and that the airport authority has not disposed
of, or ceased to agree to use, or ceased to have the
power to use for those purposes (not being an asset in
respect of which, where that acquisition, agreement to
use, or power to use is an acquisition, agreement, or
power under alease or an agreement to lease, that lease
or agreement to lease is other than a specified or a
finance lease):

any asset that is owned by any person for the purposes
of a depreciation sinking fund in respect of any asset
that is an airport asset:

any asset that is owned by any person for the purposes
of a loan redemption sinking fund in respect of any
loan, being a loan the interest payments in respect of
which are, under thejoint venture agreement that relates
to the airport operator, a charge against so much of the
joint income (of the parties to the joint venture agree-
ment) as has not been allocated to or distributed to any
of the said parties:

any asset that the airport operator has purchased or
otherwise acquired with funds that are, or, as the case
may be, in exchange for property that is, acquired in the
carrying on of activities as an airport operator and not
allocated or, as the case may be, distributed to any of
the parties to the joint venture agreement that relates to
the airport operator.

Compare: 1994 No 164 sOC 1

OC 3 Statutory producer boards
For the purposes of this Act,—

1716

@
(b)

a statutory producer board is deemed to be a company;
and

the activities of any statutory producer board are
deemed to be a business; and
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(©)

(d)

levies received by any statutory producer board, other

than levies charged specifically for capital develop-

ment, are treated as income; and

the provisions of section DA 1(1) apply to expenditure

incurred in fulfilling the functions of any statutory pro-

ducer board (not being expenditure which is not

allowed as a deduction under any of sections DA 2, DB 1,

DB 7, DB 8, DB 14, DB 19, DB 23, DW 2, and GD 4) as if that

expenditure were—

(i) incurred in deriving income of the producer
board; or

(i)  necessarily incurred in the carrying on of a busi-
ness by the producer board.

Compare: 1994 No 164 sOC 3

OC 4 Co-operative marketing companies: regulations

The Governor-General may from time to time, by Order in
Council, make regulations under this Act for all or any of the
following purposes:

D

)

©)

(@

(b)

(©)

authorising the Commissioner to classify as income
(other than as a dividend) of any shareholder of a co-
operative marketing company the whole or any part of
any amount paid to the shareholder on the surrender of
any share in the company, or on the liquidation of the
company, in excess of the available subscribed capital
per share, calculated under the dlice rule, of the share
surrendered or of the shareholder’s shares in the
company:

authorising the Commissioner to allocate any amount
so classified as income to such income year or income
years as the Commissioner thinks fit:

conferring on the Commissioner such discretionary
powers as may be necessary for the purposes of the
regulations.

Regul ations made under subsection (1) may make different pro-
vision in respect of different classes of co-operative marketing
companies.

In this section, co-oper ative marketing company means—

(d)

any company referred to in any of section OC 4(3)(a) to
(c) of the Income Tax Act 1994 or any such company
that is reregistered as a co-operative company under
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Part 2 of the Co-operative Companies Act 1996 or as a

co-operative dairy company under Part 3 of that Act,—
being a company that was in existence at the beginning of the
1988-89 income year and to which any of sections 201 to 203
of the Income Tax Act 1976 (as repealed by section 41(1) of
the Income Tax Amendment Act (No 5) 1988) applied at that
time.

Compare: 1994 No 164 s OC 4

Subpart OD—Control interests, associated parties,

and nominees

OD 1 Defining when company is under control of persons

D

)

For the purposes of this Act, acompany is deemed to be under

the control at any time of the persons—

(@) the aggregate of whose direct voting interests in the
company at the time exceeds 50%; or

(b) in any case where at the time a market value circum-
stance existsin respect of the company, the aggregate of
whose direct market value interests in the company at
the time exceeds 50%; or

(c) who have at the time control of the company by any
other means whatsoever.

For the purposes of this section, where any person (referred to
in this subsection as the nominee) holds any rights at any
time—

(b) being arelative at the time of another person,—

the rights are deemed to be held at the time by the other person
aswell asby the nomineg, asif the nominee, the other person,
and all other such nominees of the other person were at the
time a single person.

Compare: 1994 No 164 sOD 1

Measurement of control and ownership interests

OD 2 Purpose of provisions gover ning measurement of voting

1718

and market value interests

Except where otherwise expressly provided, sections 0D 3 to
0D 6 are intended to provide for the measurement of a per-
son’s direct or indirect ownership in a company by reference
to the percentage of voting rights which that person may
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directly or indirectly exercise, except where certain specified
circumstances exist in relation to acompany, in which event a
person’s direct or indirect ownership in that company is aso
measured by reference to the percentage of the total market
value of interests in that company which that person holds.

Compare: 1994 No 164 sOD 2

OD 3 Voting interests

D

@

©)

Subject to the succeeding provisions of this section, aperson’s
voting interest in acompany at any time equals the percentage
of the total shareholder decision-making rights in respect of
the company at that time carried by shares or options held by
the person at that time.

Notwithstanding subsection (1), where at any time in respect of
any company the percentage of shareholder decision-making
rights carried by shares or options held by any person differs
as between the types of decision-making listed in the defini-
tion of shareholder decision-making rights, the person’s
voting interest in the company at that time equals the average
at that time of those differing percentages.

For the purposes of this section,—
(@ notwithstanding any other provision of this Act, in the
case of any special corporate entity,—

(i)  where no shares have been issued by the special
corporate entity, the special corporate entity is
deemed to have issued shares which shares carry
al shareholder decision-making rights and all
other rights of ownership in respect of the special
corporate entity; and

(i)  the members or, if there are no members, the
directors of the entity (including, in the case of
any public authority or any State enterprise that
has neither members nor directors as so
described, any relevant Minister of the Crown
performing the function of adirector) for thetime
being, in their collective capacity as such, are
deemed to hold all sharesand options over shares
in that special corporate entity and rights derived
from those shares and options (including avoting
interest deemed to arise under paragraph (d)) as if
those members or directors were always the same

1719
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(©

(d)

single person (other than a company) having an
existence co-extensive with that of the special
corporate entity and holding nothing other than
rights in respect of the specia corporate entity;
and

where—

(i) any company hasissued an excluded security; or

(i)  any company hasissued apre-1991 budget secur-
ity; or

(ili) an excluded option has been granted in respect of
a share in any company,—

the company (or the grantor of the option, if not the
company) is deemed not to have issued or granted that
excluded security, pre-1991 budget security, or
excluded option, and the holder of that excluded secur-
ity, pre-1991 budget security, or excluded option is
deemed not to hold it; and

where at any time any company (in this subsection

referred to as the shareholder company) has or is

deemed to have, whether under this paragraph or other-
wise, avoting interest in another company (in this sub-
section referred to as the issuing company),—

(i) each person who has a voting interest in the
shareholder company is at that time deemed to
have (to be aggregated with any other percentage
voting interest in the issuing company which the
person has at that time); and

(if)  the shareholder company is deemed at that time
not to have—

that part of the shareholder company’ svoting interest in

the issuing company which is calculated by multiplying

the shareholder company’ svoting interest in theissuing
company by the person’s voting interest in the share-
holder company.

Compare: 1994 No 164 sOD 3

OD 4 Market value interests

Subject to the succeeding provisions of this section, aperson’s
market value interest in a company at any time equals the
percentage of thetotal market value of shares and options over
sharesin that company at that time which the market value of

D
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e

©)

shares and options over shares in the company held by the
person at that time represents.

For the purposes of subsection (1), the market value of any share
in acompany that is subject to an option is determined having
regard to the terms of the option.

For the purposes of this section,—
notwithstanding any other provision of this Act, in the
case of any special corporate entity,—

(@

(©

(i)

(i)

where no shares have been issued by the specia
corporate entity, the special corporate entity is
deemed to have issued shares which shares carry
all shareholder decision-making rights and all
other rights of ownership in respect of the special
corporate entity; and

the members or, if there are no members, the
directors of the entity (including, in the case of
any public authority or any State enterprise that
has neither members nor directors as so
described, any relevant Minister of the Crown
performing the function of adirector) for thetime
being, in their collective capacity as such, are
deemed to hold all shares and options over shares
in that special corporate entity and rights derived
from those shares and options (including a mar-
ket value interest deemed to arise under paragraph
(d)) asif those members or directors were aways
the same single person (other than a company)
having an existence co-extensive with that of the
special corporate entity and holding nothing
other than rights in respect of that specia corpo-
rate entity; and

where—

(i)
(if)

(iii)

any company has issued an excluded security; or
any company hasissued a pre-1991 budget secur-
ity; or

an excluded option has been issued in respect of a
share in any company,—

the company (or the grantor of the option, if not the
company) is deemed not to have issued or granted that
excluded security, pre-1991 budget security, or
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(4)

1722

(d)

excluded option, and the holder of that excluded secur-
ity, pre-1991 budget security, or excluded option is
deemed not to hold it; and
where at any time any company (in this subsection
referred to as the shareholder company) has or is
deemed to have, whether under this paragraph or other-
wise, a market value interest in another company (in
this subsection referred to as the issuing company),—
(i) each person who has a market value interest in
the shareholder company is at that time deemed
to have (to be aggregated with any other percent-
age market value interest in the issuing company
which the person has at that time); and
(i)  the shareholder company is at that time deemed
not to have—
that part of the shareholder company’s market value
interest in the issuing company which is calculated by
multiplying the shareholder company’s market value
interest in the issuing company by the person’s market
value interest in the shareholder company.

For the purposes of the application of subsection (3)(d), and
notwithstanding any other provision of this section, where—

@

(b)

in respect of any company (referred to in this subsection
as the first company) at any time no direct market
value circumstance exists; and

it is necessary to determine the direct market value
interest of a person in the first company in order to
apply subsection (3)(d) in respect of an issuing company
(as referred to in subsection (3)(d), and whether that issu-
ing company is the first company or any other com-
pany) because a direct market value circumstance exists
at that time in respect of some other relevant
company,—

the direct market value interest of the person in the first
company is equal to the direct voting interest of the personin
the first company.

Compare: 1994 No 164 sOD 4
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OD 5 Modifications to measurement of voting and market
value interestsin case of continuity provisions

(1) Theprovisions of this section apply only to modify the provi-
sions of sections 0D 3 and 0D 4 for the purposes of the application
of the continuity provisions.

(2) Where any person has acquired any share or option over a
share in a company on the death of any other person, as a
beneficiary or trustee under the will or intestacy of the
deceased person, that person is deemed to have acquired the
share or option on the date upon which the share or option was
acquired, or deemed under this section to have been acquired,
by the deceased person, and to have held it at all times until
the time of the acquisition by the person.

(3) Whereat any time—

(@ any shareinacompany (in thissubsection referred to as
the first company) or option over a share in the first
company is held by atrustee; and

(b) that trustee is a company other than—

(i)  Public Trust; or

(i) any company in which Public Trust holds all
voting and market value interests; or

(iii) atrustee company; and

(c) any sharein the trustee company or option over a share
in the trustee company is disposed of or issued or
granted,—

that trustee is treated as having disposed of that share or

option in the first company at that time to an unrelated third

party and to have immediately re-acquired that share or
option, except where and to the extent that the disposal or
issue of the share or option in the trustee company—

(d) canbeshown not to have changed the beneficial owner-
ship of the share or option over a share in the first
company; or

(e) otherwise can be shown not to have a purpose or effect
of defeating the intent and application of any of the
continuity provisions.

(4) All persons who are trustees of atrust are, in respect of that
trust and any shares or options over sharesin acompany held
by those trustees in respect of that trust, treated as the same
single person (other than a company, and separate and distinct
from those persons who are trustees in their capacities other
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©)

(5A)
(5B)

(5C)

(6)

1724

than as trustees of the trust) if, and only if, in no case does the
establishment of the trust, the termination of the trust, or any
change in the trustees of that trust have a purpose or effect of
defeating the intent and application of any of the continuity
provisions.

Notwithstanding sections 0D 3(3)(d) and 0D 4(3)(d), where at any

time—

(8 any person hasadirect voting interest or adirect market
value interest of less than 10% in a company (as deter-
mined before the application of sections 0D 3(3)(d) and
0D 4(3)(d) as modified by subsection (6)); and

(b) theperson isnot acompany associated at that time with
the company,—

the direct voting interest or direct market value interest is

deemed at that time not to be an interest of the person and is

deemed instead to be an interest of a notional single person

(other than a company) whose existence is co-extensive with

that of the company and who—

(c) holds dl those interests in the company to which this
subsection applies; and

(d) holds no voting interests or market value interests in
any company other than the company.

A qualifying unit trust may apply subsection (5B).
The unit holders of aqualifying trust, in their collective capa-
city, are treated as holding all the shares in the qualifying unit
trust as if the unit holders were always the same notional
single person (other than a company) whose existence is co-
extensive with that of the qualifying unit trust and who only
holds shares in the qualifying unit trust.

If aqualifying unit trust exists on the first day of the 2001-02
tax year and chooses to apply subsection (5B), on the first day of
that tax year, the balances of the qualifying unit trust’s impu-
tation credit account and dividend withholding payment
account and any losses carried forward are treated as having
been accumulated by the same notional single person, and that
person is treated as always having existed in respect of the
balances.

Sections 0D 3(3)(d) and OD 4(3)(d) do not apply to deem any part
of avoting interest or market value interest which, within the
meaning of those provisions, ashareholder company hasin an
issuing company to be that of a person (in this subsection
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(6A)

referred to as the shareholder) who has a voting interest or
market value interest, as the case may be, in the shareholder
company where—

(@ the shareholder company—

(i) isalimited attribution company; and

@iy has (including any interests which the share-
holder company is deemed to have under section
0D 3(3)(d) or OD 4(3)(d) as modified by this sub-
section and subsection (5)) a voting interest or mar-
ket value interest, as the case may be, of lessthan
50% in the issuing company; or

(b) the shareholder (determined as if subsection (5) did not
apply)—

(i) isnot a person associated with the issuing com-
pany; and

(i) would, by virtue of the application of section
0D 3(3)(d) or OD 4(3)(d), be deemed to have, as a
result of the shareholder’ s voting interest or mar-
ket value interest in the shareholder company (as
determined when excluding any other voting
interest or market value interest, as the case may
be, which the shareholder has or is deemed to
have in the issuing company), avoting interest or
market value interest, as the case may be, of less
than 10% in the issuing company.

Subsection (6B) applies if shares in a company (company B)
are transferred or issued to shareholders of another company
(company A) or to anominee of ashareholder of company A,
or are retained by company A as anominee of ashareholder of
company A, and—

(@ before the transfer, issue, or retention,—

(i) company A istreated as holding voting or market
valueinterests in another company (company C)
under section 0D 5(6)(b); and

(i) company A holds all voting interests, and if a
market value circumstance exists, all market
value interests in company B, calculated as if
sections 0D 3(3)(d) and OD 4(3)(d) did not apply to
deem company A’ sinterests to be held by others;
and

(b) at the time of the transfer, issue, or retention, company

A is alimited attribution company; and
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(©)

after the transfer, issue, or retention,—

(i) company B istreated as holding voting or market
value interests in company C under section
0D 5(6)(h); and

(i) company B isalimited attribution company at all
relevant times.

(6B) Despite sections 0D 3(3)(d) and 0D 4(3)(d), company B istreated as
holding voting or market value interests in company C, being
interests which company A held in company C under section

(6C)

(6D)

1726

0D 5(6)(h)—

(@ for the periods before the transfer, issue, or retention
that company A held interests in company C; and

(b) for the purpose of applying the continuity provisionson
and after the date of transfer, issue, or retention; and

(c) tothe extent that, immediately after the transfer, issue,

or retention, there is a group of persons who hold com-
mon interestsin company A and company B, calculated
asif the only voting interests, market value interests, or
voting interests and market value interests in company
A and company B were those that are treated as being
held by company A and company B under section 0D
5(6)(b).

In subsection (6A)(c)(ii), at all relevant times means,—

@

(b)

in relation to the offset of aloss under Part I, the time
between the date of transfer, issue, or retention and the
last day of the period in which the loss is offset:

in relation to a credit subject to the continuity provi-
sions, the time between the date of transfer, issue, or
retention and the date the credit is cancelled by a subse-
guent debhit.

In subsection (6B), common inter ests means,—

(@

(b)

(©)

if amarket value circumstance does not exist in respect
of company A or company B, the common voting
interest:

if amarket value circumstance exists in respect of com-
pany A but not in respect of company B, the lower of
the common voting interest in company A and company
B and the market value interest in company A:

if amarket value circumstance exists in respect of com-
pany B but not in respect of company A, the lower of
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(6E)

(6F)
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the common voting interest in company A and company
B and the market value interest in company B:

(d) if amarket value circumstance exists in respect of both
company A and company B, the lower of the common
market value interest and common voting interest in
both companies A and B.

In subsection (6D),—

common market value interest of a person in relation to

company A and company B is the market value interest held

by the person in each company measured by either—

(@ the percentage market value interest of the person in
each company if the percentages are the same in each
case; or

(b) thelowest percentage market value interest of the per-
son in each company if the percentages differ

common voting interest of apersonin relation to company A
and company B is the voting interest held by the person in
each company measured by either—

(@) the percentage voting interest of the person in each
company, if the percentages are the same in each caseg;
or

(b) the lowest percentage voting interest of the person in
each company if the percentages differ.

For the purpose of measuring common interests, sections 0D
3(3)(b) and OD 4(3)(b) and (d) do not apply to deem a nominee’s or
acompany’ s voting or market value interest in company A or
company B to be held by another person if the person would
be treated as holding a voting or market value interest of less
than 10% in company A or company B by virtue of those
sections applying.
For the purposes of this Act,—
(8 theprovisionsof subsections (5), (5B), (5C), (6), (6A), (6B), and
(6F) are intended to have concessionary effect; and
(b) whereat any time, in respect of any company and any of
the continuity provisions,—
(i)  therequirements of that continuity provision are
not satisfied; but
(if)  those requirements would have been satisfied but
for the application, to any particular extent, of
any 1 of those subsections,—
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the requirements of that continuity provision in respect
of that company are deemed to have been satisfied at
that time.

For the purposes of this Act, where, and to the extent to which,
in respect of any company and any of the continuity provi-
sions at any time,—

@

(b)

(©

the requirements of that continuity provision would not

have been satisfied but for the application, in the case of

any 1 or more voting or market value interests in the
company and any period or periods of time, of either or
both of subsections (5) and (6); and

the failure, but for that application, to meet those

reguirements was not by reason only of—

(i) the sale of shares in a company in the ordinary
course of trading on a recognised exchange
between persons; or

(i)  the redemption or other cancellation of sharesin
a company which is a unit trust that falls within
any of paragraphs (a), (b), and (c) of the definition of
the term widely-held trust in section 0B 1, held by
persons; or

(iii) the redemption or other cancellation of sharesin
a company which is a unit trust that falls within
any of paragraphs (a), (b), and (c) of the definition of
the term widely-held trust in section 0B 1, which
were acquired by the manager or trustee of the
unit trust in the ordinary course of the manager’s
or trustee’s activities in respect of the unit trust
from persons—

whose direct voting interests or direct market value
interestsin the company or unit trust were at all relevant
times interests to which subsection (5) applied; and
the directors of the company know or could reasonably
be expected to know (without making enquiries specifi-
caly for the purposes of the application of the con-
tinuity provisions) at that time that the requirements of
that continuity provision would not have been satisfied
at that time but for that application,—

the requirements of that continuity provision are deemed not
to have been satisfied at that time.
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(9)

(10)

For the purposes of this Act, where and to the extent to which

at any time, in respect of any company and any of the con-

tinuity provisions, the requirements of that continuity provi-

sion are not satisfied and would have been satisfied but for a

change in the market value interest of any 1 or more persons

which is solely attributable to—

(@ any change in the market value of the tangible and
intangible assets of the company; or

(b) any changein the market value of any 1 or more shares
in the company which is not attributable to any change
in the terms of those shares; or

(c) acombination of the factors referred to in paragraphs (a)
and (b),—

the requirements of that continuity provision in respect of that

company are deemed to have been satisfied at that time.

In this section,—

limited attribution company means any—
(@  building society; or
(b) co-operative company registered under the Co-opera-
tive Companies Act 1956, Part 2 or 3 of the Co-opera-
tive Companies Act 1996, the Co-operative Dairy Com-
panies Act 1949, the Co-operative Freezing Companies
Act 1960, or the Co-operative Forestry Companies Act
1978; or
(c) listed company; or
(d) widely-held company; or
(e) limited attribution foreign company
limited attribution foreign company means, at any time,
any company which at that time—
(8 isether—
(i)  not acompany resident in New Zealand; or
(i) acompany resident in New Zealand which, under
a double tax agreement, is treated as not being
resident in New Zealand for the purposes of the
double tax agreement; and
(b) isnot aclosely-held company

listed company means, at any time, a company any sharesin
which are at that time quoted on the official list of a
recognised exchange.

Compare: 1994 No 164 sOD 5
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value interests in cases of continuity provisions and
demutualisation of insurers

The provisions of this section apply only to modify the provi-
sions of sections 0D 3 to 0D 5 for the purposes of the application
of the continuity provisions in cases where an insurer ceases
to be a special corporate entity as aresult of demutualisation.

If—

(& a person acquires a voting interest or a market value
interest in an insurer on the demutualisation of the
insurer; and

(b) immediately prior to the insurer ceasing to be a special
corporate entity on the demutualisation the person was
a member of the insurer and the interest is acquired
solely by virtue of that membership; and

(c) theinsurer ceases to be a special corporate entity as a
result of the demutualisation,—

then, with effect from the date of acquisition but subject to

section 0D 5(5), the person is treated as having held the voting

interest or market value interest at all times during the period
prior to the demutualisation in which the insurer was a special
corporate entity.

If—

(8 aperson acquires a voting interest or a market value
interest in a life insurer on the demutualisation of the
life insurer; and

(b) the person is the trustee of a trust for the benefit of
persons who were members of the life insurer immedi-
ately prior to the life insurer ceasing to be a special
corporate entity on the demutualisation, which trust is
established prior to the demutualisation process—

(i) as an interim holding vehicle pending distribu-
tion to those members of all shares held by the
trust; or

(i) toexercise voting rights on behalf of those mem-
bers in relation to any holding company estab-
lished prior to the demutualisation process which
holds all the sharesin the life insurer; and

(c) the Commissioner is satisfied, and has notified the trus-
tee accordingly, that the trust falls within paragraph (b);
and
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(d) thelifeinsurer ceasesto be a special corporate entity as
aresult of the demutualisation,—

then, with effect from the date of acquisition, the trustee is

treated as having held the voting interest or market value

interest at all times during the period prior to demutualisation

in which the life insurer was a special corporate entity.

If and to the extent that—

(a8) subsection (3) applies; and

(b)  the notional single person referred to in section 0D 5(5)
acquires avoting interest or market value interest in the
life insurer on—

(i) thedistribution by the trustee of the shares from
the trust; or

(if)  theissue of shares by the holding company; and

(c) the persons referred to in section 0D 5(5)(a) and (b) Whose
direct voting interests or direct market value interests
are deemed under section 0D 5(5) to be those of the
notional single person resulting in the notional single
person’s interest in the life insurer—

(i) were members of the life insurer immediately
prior to the life insurer ceasing to be a special
corporate entity on the demutualisation, or are
trustees for any such members; and

(i) acquired their direct voting interests or direct
market value interests by virtue of that
membership,—

then, with effect from the date of the acquisition, the notional

single person is treated as having existed and having held the

voting interest or market value interest at all times during—

(d) the period prior to demutualisation in which the life
insurer was a specia corporate entity; and

(e) the period of the trust prior to the acquisition by the
notional single person.

If—

(& a person acquires a voting interest or a market value
interest in an insurer on and solely by virtue of the
demutualisation of the insurer; and

(b) the person is the trustee of a community trust for the
benefit of a community (or part of acommunity) which
community (or part) generally includes persons who
were members of the insurer immediately prior to the
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insurer ceasing to be a special corporate entity on the
demutualisation; and

(c) the Commissioner is satisfied, and has notified the trus-
tee accordingly, that the trust falls within paragraph (b);
and

(d) theinsurer ceases to be a special corporate entity as a
result of the demutualisation,—

then, with effect from the date of acquisition, the trustee is

treated as having held the voting interest or market value

interest at al times during the period immediately prior to

demutualisation in which the insurer was a special corporate

entity.

If—

(& aninsurer which isaspecia corporate entity undergoes
the process of demutualisation; and

(b) the insurer (or another member of the same group of
companies, the relevant loss making entity being
referred to in this subsection astheloss company) had a
net lossin atax year prior to the 1992-93 tax year; and

(c) the loss company carried that loss forward to the
1992-93 tax year in accordance with the Income Tax
Act 1976; and

(d) theloss has not been offset against net income for any
period prior to demutualisation,—

then, notwithstanding section IF 1(6), for the purposes of Part I,

with effect from the date on which the insurer ceases to be a

specia corporate entity on the demutualisation, the loss is

deemed to have arisen on the first day of the loss company’s

1992-93 tax year and not to have arisen in the earlier tax year.

If—

(& aninsurer whichisaspecia corporate entity undergoes
the process of demutualisation; and

(b) the insurer (or another member of the same group of
companies) has, at the time of the commencement of
the process of demutualisation, acredit in itsimputation
credit account, dividend withholding payment account,
or branch equivalent tax account which arose before
1 April 1992,—

then, notwithstanding sections ME 5(4)(e), MF 4(6)(f), and MG 5(4)(e),

for the purposes of Part M, with effect from the date on which

the insurer ceases to be a special corporate entity on the
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demutualisation, the credit is deemed first to have arisen in the
account on 1 April 1992 and not when it actually arose.
Compare: 1994 No 164 s OD 5A

OD 5B Moadifications to measurement of voting and market
value interests in cases of continuity provisions and
legislative conversion of companies of proprietors

(1) This section applies to modify sections 0D 3, 0D 4, and 0D 5 for
the purpose of the application of the continuity provisionsif a
company of proprietorsis established by a statute of alegida
ture outside New Zealand and the company of proprietors
becomes a company as a result of another statute.

(2) Subsection (3) applies if—

(& a person acquires a voting interest or a market value
interest in a company on the conversion of a company
of proprietors; and

(b) immediately before the conversion, the person was a
proprietor of the company of proprietors and solely by
virtue of being a proprietor, the person acquired the
interest in the company.

(3) Subject to section 0D 5(5), on and after the date of the
acquisition,—

(@) the company of proprietors is treated as having been a
company with shareholders at al times before the con-
version; and

(b) thepersonistreated as having held the voting interest or
market value interest at all times before the conversion.

Compare: 1994 No 164 s OD 5B

OD 6 Modifications to measurement of voting and market
value interestsin case of credit account continuity
provisions
For the purposes only of the application of the credit account
continuity provisions,—

(8 thedefinition of excluded option applies asif paragraph
(e) of that definition were omitted; and

(b) thedefinition of market value circumstance applies as
if, in paragraphs (a), (b), and (f) of that definition, the words
“an excluded security or” were omitted from each place
where they appear, and the word “a” substituted; and
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sections 0D 3(3)(c)(i) and OD 4(3)(c)(i) do not apply.
Compare: 1994 No 164 s OD 6

Associated persons

OD 7 Defining when 2 persons ar e associated per sons

For the purposes of this Act, unless the context otherwise
requires, at any time associated persons or persons associated
with each other are—

2 companies where at the time there is a group of

D

@)

1734

(@

(b)

(©)
(d)

persons—

(i) the aggregate of whose voting interests in each
company is equal to or exceeds 50%; or

(i) in any case where at the time a market value
circumstance existsin respect of either company,
the aggregate of whose market value interests in
each company is equal to or exceeds 50%; or

(iii)  who have control of both companies by any other

means whatsoever; or

a company and any person (other than a company)
where at the time—

(i)
(i)

the person has a voting interest in the company
equal to or exceeding 25%; or

in any case where at the time a market value
circumstance exists in respect of the company,
the person has a market value interest in the com-
pany equal to or exceeding 25%; or

2 persons who are at the time relatives; or
a partnership and any person who is—

(i)
(i)

at the time a partner in the partnership; or

a person associated at the time (under any of the
other provisions of this subsection) with a partner
in the partnership.

For the purposes of subsection (1)(a) and (b), where any person
(referred to in this subsection as the nominee) holds any rights
at any time—

being arelative at the time of another person,—

the rights are deemed to be held at the time by the other person
aswell as by the nomineg, asif the nominee, the other person,
and all other such nominees of the other person were at the
time a single person.

(b)
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(3) Subsection (1)(a)(iii) does not apply to a company that is or
was—
(8 a State enterprise; or
(b) aCrown research ingtitute; or
(d) aCrown health enterprise; or
(e) amember of the same group of companies as a com-

pany that meets any of paragraphs (a) to (d).

(4) Subsection (1)(c) does not apply for the purposes of sections HH

3C and HH 3D.

Compare: 1994 No 164 sOD 7

OD 8 Further definitions of associated persons
(1) For the purposes of sections CT 3 to CT 5, DT 1 to DT 11, DT 13, DT 15,
DT 16, DT 18, DT 19, DZ 4, DZ 5, DZ 7 to DZ 9, EJ 10 to EJ 16, EZ 2,
GC 12, GD 2, and GD 15, associated persons, or persons associ-
ated with each other, are—
(@ any 2 companies where there is a group of persons—
(i) the aggregate of whose voting interests in each
company is equal to or exceeds 50%; or
(i) in any case where a market value circumstance
existsin respect of either company, the aggregate
of whose market value interests in each company
is equal to or exceeds 50%; or
(iii)  who have control of both companies by any other
means whatsoever; or
(b) a company and any person (other than a company)
where—
(i) the person has a voting interest in the company
equal to or exceeding 50%; or
(i) in any case where a market value circumstance
existsin respect of the company, the person has a
market value interest in the company equal to or
exceeding 50%; or
(c) any 2 persons who are relatives; or
(d) a partnership and any person where that person is a
partner in the partnership; or
(e) apartnership and any person, where that person and any
partner in that partnership are associated persons; or
(f) atrustee of atrust and atrustee of another trust, if the
same person is a settlor of both trusts; or
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(9)
(h)

atrustee of atrust and a person who has benefited or is
eligible to benefit under that trust; or

a person and an organisation which is described in
section CW 30 or CW 33 or DV 9 and that is controlled,
directly or indirectly, by that person or by arelative of
that person.

For the purposes of subsection (1),—

(@

(b)

(©

shares in a company or interests in a partnership held
directly or indirectly by or for a company, partnership,
or trust are deemed to be held proportionately by or for
the shareholders, partners, or beneficiaries in the com-
pany, trust, or partnership; and

a person who is an individua is deemed to hold the
shares in a company or the interests in a partnership
which are held, or deemed to be held, by or for the
person’s relatives; and

shares in a company or interests in a partnership
deemed to be held by a person by reason of the applica-
tion of paragraph (a) are, for the purposes of applying
paragraph (a) or (b), treated as being held directly by that
person, but shares or interests deemed to be held by a
person by reason of the application of paragraph (b) are
not treated as being held by that person for the purpose
of again applying paragraph (b) in order to make another
person the deemed holder of those shares or interests.

I n sections DS 6, DT 2, and EC 22(3), subpart EE, sections EW 52, EW 59,
EZ 8, EZ 38, and FC 13, subpart FG, sections FH 1(2), GC 14B, GD 13,
HK 11, KH 2, and LC 1, subpart LF, sections NH 7, OE 7, and OE 8, and
in the international tax rules, associated persons or persons
associated with each other are—

(@

any 2 companies where—
(i) any group of persons—

(A) hasvoting interests in each of those com-
panies totalling in aggregate 50% or more;
or

(B) in any case where a market value circum-
stance exists in respect of either company,
has market value interests in each of those
companies totalling in aggregate 50% or
more; or
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(b)

(©

(d)
(€)

()

9

(C) has control of each of those companies by
any other means whatsoever; or

(i) any group of persons holds income interests in
each of those companies totalling in aggregate
50% or more, and for this purpose sections EX 8 to
EX 10, EX 13, EX 17, EX 27, and GC 9 apply as if each
reference to a “ CFC”, *controlled foreign com-
pany”, or “foreign company” were areferenceto
a ‘“company” and as if section GC 9(6) were omit-
ted; or

any company and any person (other than a company)

who holds an income interest of 50% or more in that

company, and for this purpose sections EX 8 to EX 10, EX 13,

EX 17, EX 27, and GC 9 apply as if each reference to a

“CFC”, “controlled foreign company”, or “foreign

company” were a reference to a “company” and as if

section GC 9(6) were omitted; or

any company and any person where the person is by

virtue of any of the provisions of this subsection associ-

ated with another person who is by virtue of any of the
provisions of this subsection other than this paragraph
associated with the company; or

any 2 persons who are relatives; or

a partnership and any person where that person is a

partner in the partnership; or

apartnership and any person, where that person and any

partner in that partnership are, by virtue of any of the

provisions of this subsection other than this paragraph,
associated persons; or

any 2 persons where—

(i) 1 personisthe trustee of atrust under which the
other person has benefited, or will benefit, either
directly or indirectly; or

(i) 1 personisthe trustee of atrust under which the
other person (where the other personis, by virtue
of any of the provisions of this subsection or
section 0D 7, deemed to be associated with any
settlor of the trust) may benefit either directly or
indirectly:

provided that this paragraph does not apply where the

trust is only for the benefit of the employees of an

employer and neither the other person nor any person
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(h)

(i)

associated (by virtue of any of the provisions of this
subsection) with that other person directly or indirectly
manages or controls the affairs of the trust; or

any 2 persons where each person isthe trustee of atrust
in relation to which trusts there is at least 1 settlor in
common:

provided that this paragraph does not apply where—

(i)

(i)

the settlor (not being a company) settles or had
settled property on the terms of the trust for the
benefit of the employees of that settlor only, and
neither that settlor nor any person associated (by
virtue of any of the provisions of this subsection)
with that settlor directly or indirectly manages or
controls the affairs of the trust; or

the settlor (being a company) settles or had
settled property on the terms of the trust for the
benefit of its employees only, and that settlor, any
person associated (by virtue of any of the provi-
sions of this subsection) with that settlor, any
executive of that settlor, any director of that set-
tlor, or any person holding a direct voting
interest, or, where a market value circumstance
exists in respect of the settlor, a direct market
valueinterest, of 25% or more in that settlor does
not, directly or indirectly, manage or control the
affairs of the trust; or

any 2 persons where 1 person is the trustee of atrust of
which the other person is a settlor:
provided that this paragraph does not apply where—

(i)

(if)

the other person (not being a company) settles or
had settled property on the terms of the trust for
the benefit of the employees of that other person
only and neither that other person nor any person
associated (by virtue of any of the provisions of
this subsection) with that other person directly or
indirectly manages or controls the affairs of the
trust; or

the other person (being a company) settles or had
settled property on the terms of the trust for the
benefit of its employees only, and that other per-
son, any person associated (by virtue of any of
the provisions of this subsection) with that other
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person, any executive of that other person, any
director of that other person, or any person hold-
ing a direct voting interest, or, where a market
value circumstance exists in respect of the other
person, a direct market value interest, of 25% or
more in that other person does not, directly or
indirectly, manage or control the affairs of the
trust; or

any 2 personswho habitually act in concert with respect

to the holding or exercise of any of the things in section

EX 5(1):

provided that the persons are associated personsonly in

respect of the thing or things in relation to which they

act in concert.

Despite subsection (3)(a), in the international tax rules (apart
from sections CD 35 to CD 42 and CZ 11), 2 companies are not
associated persons or persons associated with each other if
1 company, but not both companies, is not resident in
New Zealand.

In sections CB 6 to CB 10, CB 12, CB 13, FF 6, and GD 9, associated
persons or persons associated with each other are—

(@

(b)

any 2 companies where there is a group of persons—

(i) the aggregate of whose voting interests in each
company is equal to or exceeds 50%; or

(i) in any case where a market value circumstance
existsin respect of either company, the aggregate
of whose market value interests in each company
is equal to or exceeds 50%; or

(iii)  who have control of both companies by any other
means whatsoever; or

a company and any person (other than a company)

where—

(i)  the person; or

(i)  any spouse of the person; or

(iii) any infant child of the person; or

(iv) any trustee of atrust under which such person or
spouse or infant child has benefited or is eligible
to benefit,—

or any 2 or more of them have, when aggregated, a

voting interest in the company equal to or exceeding

25% or, in any case where a market value circumstance
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(6)

existsin respect of the company, amarket value interest
in the company equal to or exceeding 25%; or

(c) any 2persons 1 of whomisthe spouse or infant child of
the other person, or is a trustee of atrust under which
that spouse or infant child has benefited or is eligible to
benefit; or

(d) a partnership and any person where that person is a
partner in that partnership; or

(e) apartnership and any person, where that person and any
partner in that partnership are, in accordance with this
subsection, associated persons.

Subsections (1)(a)(iii), (3)(a)(i)(C) and (ii) and (b), and (4)(a)(iii) do not

apply to a company that is or was—

(8 aState enterprise; or

(b) aCrown research institute; or

(d) aCrown health enterprise; or

(e) amember of the same group of companies as a com-
pany that meets any of paragraphs (a) to (d).

Compare: 1994 No 164 s OD 8

Nominees

OD 9 Nominees are transpar ent

D

e

In this Act, unless the context otherwise requires, if a person
holds something or does something as a nominee for another
person, the other person holds or does that thing and the
nominee is ignored.

A person holds or does something as a nominee for another
person if the person acts on the other person’s behalf. How-
ever, atrusteeisanominee only if the trusteeis abare trustee.

Compare: 1994 No 164 ss CG 3(a), OB 1 “nominee”, “relative” (b), OB 3(2),
OD 1(2)(a), OD 3(3)(b), OD 4(3)(b), OD 7(2)(a), OD 8(5)

Subpart OE—Source of income and residence

OE 1 Determination of residence of person other than

D

1740

company
Notwithstanding any other provision of this section, a person,
other than a company, is resident in New Zealand within the
meaning of this Act if that person has a permanent place of
abode in New Zealand, whether or not that person also has a
permanent place of abode outside New Zealand.
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Where a person other than a company is personally present in
New Zealand for a period or periods exceeding in the aggre-
gate 183 days in any period of 12 months, that person is
deemed to be resident in New Zealand from the first day
within that period of 12 months on which that person was
personally present in New Zealand.

Where a person other than a company is resident in
New Zealand and is personally absent from New Zealand for a
period or periods exceeding in aggregate 325 days in any
period of 12 months, that person is deemed not to be resident
in New Zealand from the first day within that period of
12 months on which that person was personally absent from
New Zealand and, subject to this section, thereafter.

For the purposes of this section, where a person, other than a
company, is personaly present in New Zealand for part of a
day, that person is deemed to be personally present in
New Zealand for the whole of that day and not to be person-
aly absent from New Zealand for any part of that day.

Notwithstanding any other provision of this section, a person,
other than a company, who is personaly absent from
New Zealand in the service in any capacity of the Government
of New Zealand is deemed to be resident in New Zealand
during that absence.

Compare: 1994 No 164 sOE 1

OE 2 Determination of residence of company

D

@
©)

A company is resident in New Zealand within the meaning of

this Act if—

(@ itisincorporated in New Zeaand; or

(b) it hasits head office in New Zealand; or

(c) it hasits centre of management in New Zealand; or

(d) control of the company by its directors, acting in their
capacity as directors, is exercised in New Zealand,
whether or not decision-making by directorsis confined
to New Zealand.

A company is deemed to be anon-resident company if it isnot
resident in New Zealand for the purposes of this Act.

A foreign company is, for the purposes of the definition of
available subscribed capital and the international tax rules,
for any accounting period of that foreign company, deemed to
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(6)

be resident in a particular country or territory if at any time
during that accounting period the company is liable to pay
income tax in that country by reason of domicile, residence,
place of incorporation, or place of management in that country
or territory.

If, in the case of any company, there are for any accounting
period 2 or more countries or territories falling within sub-
section (3) or the company is not resident in any country or
territory under subsection (3), the company is for that account-
ing period regarded as being resident in the country or terri-
tory in which, if that country or territory were New Zealand,
that company would be treated as being resident by virtue of
the application of subsection (1).

If, in the case of any company and any accounting period, the
application of subsections (3) and (4) does not result in the treat-
ment of that company as resident for that accounting period in
1 country or territory only, that company isfor that accounting
period regarded as being resident in the country or territory in
which in that accounting period its centre of management is
located.

If, in the case of any company and any accounting period,
there is no single country or territory of residence able to be
determined by applying subsections (2) to (5), that company is
for that accounting period regarded as being resident in such
country or territory as the Commissioner determines.

Compare: 1994 No 164 s OE 2

OE 4 Classes of income treated as having source in

D
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New Zealand

Subject to sections FB 2 and OE 5, the following classes of income

have a source in New Zealand:

(& income derived from any business wholly or partly
carried on in New Zealand:

(b) income derived from any business carried on out of
New Zealand to the extent that that income consists of
income of any of the classes referred to in paragraphs (e),
(), (9), (h), (i), (m), (n), and (r):

(c) all salaries, wages, allowances, and emoluments of any
kind earned in New Zealand in the service of any
employer or principal, whether resident in New Zealand
or elsewhere:
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(d)

(€)
(f)
(9)

(h)

(i)

()
(k)
()

(m)

(n)

payments of compensation or alowances of any of the

kinds referred to in any of paragraphs (a) to (c) of the

definition of accident compensation payment in

section CF 1(2):

income derived by any person as the owner of land in

New Zealand:

income derived by any person from any mortgage of

land in New Zealand:

income derived from shares in or membership of a

company resident in New Zealand, or from debentures

issued by a company resident in New Zealand or by a

local or public authority:

income derived from debentures or other securities

issued by the Government of New Zealand:

any pension or annuity payable by the Government of

New Zedand, or out of any superannuation scheme

established in New Zealand:

an ex gratia payment that is a pension within the mean-

ing of the definition of pension in section CF 1(2):

income derived from money invested in the Common

Fund of Public Trust or the Maori Trust Office:

income derived from the sale or other disposition of any

property, corporeal or incorporeal, situated in

New Zealand:

interest or a redemption payment, derived from or in

respect of money lent in New Zealand:

provided that this paragraph is subject to the application

provisions of subsection (1A):

interest or a redemption payment, derived from or in

respect of money lent outside New Zealand to—

(i) any person who is resident in New Zeaand,
except where the money lent is used by the per-
son for the purposes of a business carried on by
the person outside New Zealand through a fixed
establishment outside New Zealand; or

(i)  any person who isnot resident in New Zealand if
the money lent is used by the person for the
purposes of abusiness carried on by the person in
New Zealand through a fixed establishment in
New Zealand:

provided that this paragraph is subject to the application

provisions of subsection (1A):
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(1A)
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(na)
(0)
(P)

(@
(N

(9

(t)

(u)

income that, under section EY 47, is treated as being

derived from New Zealand:

a premium that, under section FC 13, is treated as being

derived from New Zealand:

income derived by a beneficiary under any trust, so far

as the income of the trust fund is derived from

New Zealand:

income derived from contracts made or wholly or partly

performed in New Zealand:

royaties—

(i) that are paid by a person who is resident in
New Zealand and are not paid in respect of a
business carried on by the person outside
New Zealand through a fixed establishment
outside New Zedand; or

(if) that are paid by a person who is not resident in
New Zealand and are alowed as a deduction to
the person for the purposes of tax in
New Zealand:

payments of any kind to the extent to which they are

paid as consideration for the use of, or the right to use,

in New Zealand, any personal property, being

payments—
(i) that are paid by a person who is resident in
New Zedand; or

(i) that are paid by a person who is not resident in
New Zealand and are allowed as a deduction to
the person for the purposes of tax in
New Zealand:

provided that this paragraph does not apply to income

which is deemed to be derived from New Zealand by

virtue of paragraph (r):

income derived from the carriage by sea or by air of

merchandise, goods, livestock, mails, or passengers

shipped or embarked in New Zealand:

income derived directly or indirectly from any other

source in New Zealand.

Subsection (1)(m) and (n) apply to—

@

interest derived from money lent under a binding con-
tract entered into on or after 29 July 1983:
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(b) a redemption payment made on a commercia bill to
which both the following apply, “issue”, in this para-
graph, having the meaning given to it by section 2 of the
Bills of Exchange Act 1908:

(i) itwasissued on or after 29 July 1983; and
(i)  itwasnot issued under a binding contract entered
into before that date.

Compare: 1994 No 164 ssCZ 2, OE 4

OE 5 Commission agency contracts performed out of

D

)

New Zealand

Theincome derived by any commission agent in the perform-
ance out of New Zealand of commission agency contracts
made or procured in New Zealand is, subject to any apportion-
ment which may be made under this Act in respect of its
source out of New Zealand, deemed to be derived by the
commission agent from the commission agent’ s business car-
ried on in New Zealand.

In this section,—

commission agency contract means a contract by which any
person is authorised to sell out of New Zealand any goods or
merchandise on commission or otherwise on behalf of any
person resident or carrying on business in New Zealand

commission agent means any person who carries on in
New Zealand by himself or herself or by any person on his or
her behalf the business of making commission agency con-
tracts in New Zealand or of procuring such contracts to be
made with him or her elsewhere.

Compare: 1994 No 164 sOE 5

OE 7 Conduit tax relief holding companies and group

D

members

A company is aconduit tax relief holding company in respect

of a conduit tax relief company in which it holds shares if—

(@ itisitself aconduit tax relief company; and

(b) asingle person not resident in New Zealand has 100%
of the direct voting interests in the conduit tax relief
holding company (and 100% of the direct market value
interests if a direct market value circumstance exists at
the relevant time), disregarding a nominal shareholding
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4)
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(©)

(d)

held by a person to comply with company law require-
ments; and

the conduit tax relief holding company has a 10% or
greater direct voting interest in the conduit tax relief
company (and a 10% or greater direct market value
interest, if a direct market value circumstance exists at
the relevant time); and

the conduit tax relief holding company has previously
given, and not revoked, a notice to the conduit tax relief
company that it is to be a conduit tax relief holding
company for the conduit tax relief company.

Notwithstanding subsection (1)(b), 2 company is not a conduit
tax relief holding company if the single person is a controlled
foreign company or the trustee of a non-qualifying trust.

A company resident in New Zealand is a conduit tax relief
group member in respect of a conduit tax relief company in
which it holds shares if—

(@)
(b)

(©

it isitself a conduit tax relief company; and

it has, in the conduit tax relief company,—

(i) a100% direct voting interest; and

(i) a100% direct market value interest, if a market
value circumstance exists at the timein respect of
the conduit tax relief company; and

1 or more non-residents have a direct voting interest, or

adirect market value interest if a market value circum-

stance exists at the timein respect of the group member,

in either the conduit tax relief group member or in

another member of the same wholly-owned group of

companies that is resident in New Zealand and that has

a 100% voting interest (and, if such a market value

circumstance exists, a 100% market value interest) (cal-

culated as if the look-through rules in sections 0D 3(3)(d)

and 0D 4(3)(d) did not apply to deem the other member’s

interests to be held by others) in the conduit tax relief

company.

For the purposes of subsection (3)(b) and (c), @ nominal share-
holding held by a person solely to comply with company law
requirements is disregarded.

For the purposes of subsection (3)(c), a non-resident is neverthe-
less resident in New Zealand if the person is—
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(@) associated with the company or the conduit tax relief
company; and

(b) acontrolled foreign company or the trustee of a non-
qualifying trust.

Compare: 1994 No 164 s OE 7

OE 8 Residence of conduit tax relief company shareholders

D

e

©)

4)

Therulesin this section apply only for the purposes of apply-

ing the conduit tax relief provisionsin sections KH 2, LG 1(1) and

(4), MG 6(2), M1 5(1)(e) and (4), M1 7(1), MZ 4(1), NH 7, and OE 7(1)(h)

and (3)(c).

A non-resident is nevertheless resident in New Zealand if the

person is—

(@) associated with the conduit tax relief company; and

(b) acontrolled foreign company or the trustee of a non-
qualifying trust.

A company resident in New Zealand holding shares in a

conduit tax relief company isnot resident in New Zealand if it

is—

(& aconduit tax relief holding company in respect of the
conduit tax relief company; or

(b) a conduit tax relief group member in respect of the
conduit tax relief company, but only to the extent
described in subsection (4).

A conduit tax relief group member is not resident in
New Zealand for the percentage of its direct voting interest,
direct market value interest, and entitlement to derive divi-
dends that is equal to the total percentage of direct voting
interests (or direct market value interests if market value cir-
cumstances exist) referred to in section OE 7(3)(c).

Compare: 1994 No 164 s OE 8

Subpart OF—References to balance dates and years

OF 1 Referencesto balance dates and years generally

)

InthisAct, areferenceto atax year that isidentified by means
of areference to 2 years is a reference to the tax year that—
(@ startson 1 April in the earlier of those 2 years; and
(b) endson 31 March in the later of those 2 years.
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(1A) InthisAct, areference to an income year that isidentified by
means of a reference to 2 years is a reference to the corres-
ponding income year for the tax year that a reference to the
same 2 years would identify.

For the purposes of subsections (1) and (1A), the reference to
“2 years’ means 2 years referred to in afull form or 2 years
referred to in a shortened form.

In this Act, unless the context otherwise requires,—

(1B)

)

1748

@

(b)

(©

(d)

references to persons with—

(i) astandard balance date; or

(i) astandard accounting year—

arereferencesto personswho furnish areturn of income
under section 33 of the Tax Administration Act 1994
for a tax year ending on 31 March, being the tax year
that is the tax year in respect of which the reference is
made:

references to persons with—

(i) anon-standard balance date; or

(i) anon-standard accounting year; or

(ilf) anon-standard income year—

arereferencesto personswho furnish areturn of income
under section 38 of the Tax Administration Act 1994
for an accounting year ending with an annual balance
date other than 31 March, being, unless the context
otherwise requires, the accounting year that corre-
sponds to the tax year in respect of which the reference
is made:

references to persons with—

(i) an early balance date—

arereferencesto personswho furnish areturn of income
under section 38 of the Tax Administration Act 1994
for an accounting year ending with an annual balance
date that falls between 1 October and the following
30 March (both days inclusive), being, unless the con-
text otherwise requires, the accounting year that corre-
sponds to the tax year in respect of which the reference
is made:

references to persons with—

(i) alate balance date—

arereferencesto personswho furnish areturn of income
under section 38 of the Tax Administration Act 1994
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for an accounting year ending with an annual balance
date that falls between 1 April and the following
30 September (both days inclusive), being, unless the
context otherwise requires, the accounting year that
corresponds to the tax year in respect of which the
reference is made.

Compare: 1994 No 164 s OF 1

OF 2 Referencesto yearsin particular provisions

©)

(®)

Where a trustee is a person with a non-standard income year,
and any amount derived by that trustee in that income year is
also beneficiary income under the trust during the same
income year, the beneficiary is deemed to have derived that
beneficiary income under the trust during the same tax year as
that which corresponds to the trustee’ s income year.

For the purposes of section IG 2, every reference to a year of
offset, a preceding loss year, or a tax year of a company
includes a reference to any non-standard accounting year that
corresponds with the year of offset, preceding loss year, or tax
year.

Compare: 1994 No 164 s OF 2
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Part Y
Repeals, amendments, and savings

Index
YA 1l Repeds
YA 2 Consequentia amendments to other enactments
YA 3 Transitiona provisions
YA 4  Saving of binding rulings
YA 5 Saving of accrua determinations
YA 6 Comparative tables of old and new provisions

YA 1 Repeals
Schedule 20

(1) The enactments specified in schedule 20 (Enactments repeal ed)
are repealed.

Repeals effective only for 2004-05 tax year and
later

(2) However, except when the context requires otherwise, the
repeals in schedule 20 (Enactments repealed) apply only—

(@ with respect to the tax on income derived in the
200405 tax year and later tax years, in the case of a
person whose income year is the same as the tax year;
and

(b)  with respect to the tax on income derived in the corres-
ponding income years, in the case of a person whose
income year is not the same as the tax year.

Defined:  corresponding income year, derived, income, income year, tax, tax year
Compare: 1994 No 164 sYB 3

YA 2 Consegquential amendments to other enactments
The enactments specified in schedules 21 (Enactments
amended) and 22 (Amendments to Tax Administration Act
1994) are amended in the manner indicated in the schedule.

Compare: 1994 No 164sYB 1
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YA 3 Transitional provisions

D

)

Reference to this Act can include earlier Act

A reference in an enactment or document to this Act, or to a
provision of it, isto beinterpreted as areference to the Income
Tax Act 1994 (or to the Income Tax Act 1976), or to the
corresponding provision of the earlier Act, to the extent neces-
sary to reflect sensibly the intent of the enactment or
document.

Reference to earlier Act can include this Act

A reference in an enactment or document to the Income Tax
Act 1994 (or to the Income Tax Act 1976), or to aprovision of
that earlier Act, isto be interpreted as a reference to this Act,
or to the corresponding provision in this Act, to the extent
necessary to reflect sensibly the intent of the enactment or
document.

Compare: 1994 No 164 s YB 5(4), (5)

YA 4 Saving of binding rulings

D

When, and extent to which, this section applies
This section applies when, and to the extent to which,—
(@ ether—
(i) an applicant has applied for a private ruling, a
product ruling, or a status ruling before 1 April
2004 on an arrangement that is entered into, or
that the applicant seriously contemplates will be
entered into, before the commencement of this
Act; or
(i) apublicruling isissued before 1 April 2004; and
(b) thebinding ruling is about ataxation law (old law) that
is repealed by section YA 1; and
(c) anew taxation law (new law) that corresponds to the
old law comes into force at the commencement of this
Act; and
(d) if this section did not exist, the commencement of this
Act would mean that the binding ruling would cease to
apply because of section 91G of the Tax Administration
Act 1994.

Ruling about new law
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e

©)

The binding ruling is treated asiif it were made about the new
law, so that the effect of the ruling at the commencement of
this Act is the same as its effect before the commencement.

No confirmation rulings

To the extent to which abinding ruling continued by subsection
(2) applies to an arrangement, or to a person and an arrange-
ment, the Commissioner must not make a binding ruling on
how the new law applies to the arrangement or to the person
and the arrangement.

Defined:  arrangement, binding ruling, commencement of this Act, Commissioner, taxation

law

YA 5 Saving of accrual determinations

D

1752

When this section applies
This section applies when—
(@ a determination has been made before 1 April 2004
under—
(i)  section 90 or 90AC of the Tax Administration
Act 1994, or
(if)  section 64E of the Income Tax Act 1976; and
(b) the determination has not been rescinded before 1 April
2004; and
(c) the determination is about—
(i) theapplication of ataxation law (old law) that is
repealed by section YA 1; or
(i) the application of a taxation law in the Income
Tax Act 1976 that preceded and corresponded to
the old law; and
(d) anew taxation law (new law) that corresponds to the
old law comes into force at the commencement of this
Act; and
(e) if this section did not exist, the commencement of this
Act would mean that the determination would cease to
apply because the taxation law to which it applied had
ceased to exist.

Deter mination about new law
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(2) Thedetermination istreated as if it were made about the new
law, so that the effect of the determination at the commence-
ment of this Act is the same as its effect before the
commencement.

No confirmation deter minations

(3) To the extent to which a determination continued by sub-
section (2) applies, the Commissioner must not make a deter-
mination on how the new law applies.

Defined: commencement of this Act, taxation law

YA 6 Comparative tables of old and new provisions

Schedule 23

(1) Schedule 23 (Comparative tables of old and new provisions)
sets out corresponding provisions in the Income Tax Act
1994, the Tax Administration Act 1994, and this Act at the
commencement of this Act.

Parts of schedule

(2) The schedule has the following 3 parts:
(8 part A lists each provision in the Income Tax Act 1994
and—
(i) indicatesthe corresponding provision in this Act;
or
(i)  indicates the corresponding provision in the Tax
Administration Act 1994; or
(iii) states that the provision has been omitted:
(b)  part B lists each provision in this Act and—
(i) indicates the corresponding provision in the
Income Tax Act 1994, or
(i)  states that the provision is new:
(c) partc liststhe provisions that this Act insertsin the Tax
Administration Act 1994 and—
(i) indicates the corresponding provision in the
Income Tax Act 1994; or
(i) states that the provision is new.

Purpose of schedule
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©)

1754

The schedule is provided to assist readers to identify corres-
ponding provisions but must not be interpreted as a definitive
guide to the correspondence of provisions.

Compare: 1994 No 164 sYB 6






