Taxation Update

INTRODUCTION

1. RECENT AMENDMENTS TO THE GST ACT

GST discussion document

The Taxation (GST and Miscellaneous Provisions) Act 2000

Increase in registration threshold (s 51)

Services supplied to non-residents which are consumed in New Zealand (s 11A(2))
Zero-rating the supply of a taxable activity as a going concern (s 11(1)(m))
Original requirements

Definition of "going concern”

When the "going concern” test is to be applied

Parties intend that the supply is capable of being carried on as a taxable activity by
the purchaser

When must agreement in writing occur?

Issues for practitioners

Zero-rating of the export of information services (s 11A(1)(l))
Limitation on secondhand goods input tax credits (s 3A)
Example of an "undesirable" transaction

Prerequisites to claiming a secondhand goods input credit

Limitation on quantum of secondhand goods input tax credit where parties are
associated

Definition of "associated persons" (s 2A)

Old test

New test

Value of supplies on GST deregistration (s 10(7A))
Change of use adjustments (s 21 to s 21H)
Change of use from taxable to exempt/non-taxable
Change of use from exempt/non-taxable to taxable
Deferred settlements (s 19D)

Thresholds

Open-market value uplift (s 10(3) and s 10(3A))
Circularity between the provisions

Supply of property by way of lease (s 14(1)(cb) and s 14(2))
Debt collection services (s 3(4))

Anti-avoidance (s 76)

Commissioner’s statements

GST and matrimonial property agreements

Local authority rates apportionments

2. CASE STUDIES

3. TRUST TOPICS

Beneficiary income of minors
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Who is a minor?

Distributions to which the rule does not apply
Settlements to which the rule does not apply
Application of the rule to mixed trusts
Applicability to children’s bank accounts

4. FUTURE DEVELOPMENTS

The Tax Review 2001

Income tax

Capital gains

RFRM

Wealth tax

GST

Expenditure and transaction taxes (indirect taxes)
Excise tax and duties

Eco-taxes

Tax rate scale

Household taxation

Corporate taxation

Choice of investment vehicle

International taxation

A need for change in IRD direction

5. RECENT TAX CASES

Commissioner of Inland Revenue v BNZ Investments Limited (2001) 20 NZTC
17,103

O’Neil & McDougall v Commissioner of Inland Revenue [2001] UK PC 17; (2001) 20
NZTC 17,051

Westmoreland Investments Ltd v MacNiven (HMIT) [2001] BTC 44

Commissioner of Inland Revenue v Vela Fishing Ltd (Court of Appeal, CA 270/00, 3
July 2001)

Case V4 (2001) 20 NZTC 10,045
TRA Decision No. 005/2001 (Taxation Review Authority, 32/2000, 8 June 2001)
Case U43 (2000) 19 NZTC 9,389

Newman & Others v CIR; Holdsworth & Others v CIR; Hair & Others v CIR [2000] 3
NZLR 227

Nelson v CIR (Gisborne High Court, CP 1/01, 11 June 2001) and Case U19 (1999)
19 NZTC 9,186

Suzuki v CIR (Court of Appeal, CA 160/00, 7 May 2001)
CASE STUDIES - QUESTIONS & ANSWERS

Case Study 1

Part A

Time of Supply

Part B

Time of supply
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Accounting for GST

Case Study 2

Part A

Time of supply

Registered purchaser
Supply of a "going concern”
Intention

Part B

Case Study 3

The terms of clause 13 of the Sale Agreement
Supply of a "going concern”
Case Study 4

Part A

Time of supply

Agreement in writing
"Going concern"

Part B

"Going concern"

"Going concern" at time of supply
Intention

Case Study 5

Part A

Time of supply

Going concern

Part B

Case Study 6

Case Study 7

Case Study 8
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