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COVIEL9¢ Your questions answered

As at 18 June 2020




Initiatives announced March 2020

INDEX: Polic

Issue description Last update Slide #
COVID -19 Response (Taxation and Social Assistance Urgent Measures) Bill 17/03/2020 Announcement
17/03/2020 Link to slide
Depreciation on commercial buildings 01/04/2020 Link to slide
Why are deductions being restored? 01/04/2020 Link to slide
Why are deductions not available for residential buildings? 01/04/2020 Link to slide
Can | claim depreciation deductions for my Air B&B? 01/04/2020 Link to slide
Example: Commercial investment property 01/04/2020 Link to slide
Example: Residential investment property 01/04/2020 Link to slide
Example: Commercial business premises 01/04/2020 Link to slide
Increased provisional tax threshold 01/04/2020 Link to slide
Is this a permanent change? 01/04/2020 Link to slide
How many taxpayers will be taken out of provisional taxfrom this measure? 01/04/2020 Link to slide
Wondét this measure just increase debt I evels at the end of the year? 01/04/2020 Link to slide
When will this take effect? 01/04/2020 Link to slide
Example: provisional tax threshold 01/04/2020 Link to slide
Low value assets 01/04/2020 Link to slide
Why is the increase temporary? 01/04/2020 Link to slide
Example: Low value asset purchase 01/04/2020 Link to slide
Research & Development tax credit refundability 01/04/2020 Link to slide
If the new rules are more generous, why didnot you do this in the first ©1/0/20207 Link to slide
Can businesses still accessthe old limted refundability rules in year 1? 01/04/2020 Link to slide
How much support will this provide businesses? 01/04/2020 Link to slide
The Government has already announced business support measures I why are R&D performers getting extra support 01/04/2020 Link toslide
Example: R&DTC 01/04/2020 Link to slide
Information sharing 01/04/2020 Link to slide
How will information sharing help a struggling business or someone who has lost their job? 01/04/2020 Link to slide
Why candét I nland Revenue use existing legislation to share information? \HO#20200 nlenke i slisao r
Will the information be kept safe? 01/04/2020 Link to slide
How much information will be shared with the receiving agency? Will they be able to use the information for other purposes? 01/04/2020 Link to slide
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https://www.beehive.govt.nz/release/121-billion-support-new-zealanders-and-business

Initiatives announced March 2020

INDEX: Polic

Issue description Last update Slide #
Use of Money Interest relief 01/04/2020 Link to slide
UOMI remission: Eligibility 07/04/2020 Link to slide
UOMI remi ssion: Apply ©6éas soon as practicablebd 07/04/2020 Link to slide
UOMI remission: Information required 07/04/2020 Link to slide
UOMI remission: New debt & Pre - existing debt 07/04/2020 Link to slide
UOMI remission: Filing of returns 07/04/2020 Link to slide
How will allowing Inland Revenue to remit interest for late tax payments assist those affected by COVID -197? 01/04/2020 Link to slide
Canodt Inland Revenue already remit use of money interest in certain sit udadl/04/2080s ? Link to slide
Will taxpayers still be required to pay their core tax debt? 01/04/2020 Link to slide
UOMI remission: Provisional taxpayers 15/04/2020 Link to slide
Scenario 1 T Late paid provisional tax (due date before 14 February 2020) 15/04/2020 Link to slide
Scenario 2 T Late paid provisional tax (due date on or after 14 February 2020) 15/04/2020 Link to slide
Scenario 3 T Late paid terminal tax (due date before 14 February 2020) 1 Safe Harbour 15/04/2020 Link to slide
Scenario 4 T Late paid terminal tax (due date on or after 14 February 2020) T Safe Harbour 15/04/2020 Link to slide
Scenario 5 T Late paid terminal tax (due date before 14 February 2020) 1 Estimator 15/04/2020 Link to slide
Scenario 6 1 Late paid terminal tax (due date on or after 14 February 2020) T Estimator 15/04/2020 Link to slide
Scenario 7 1 Late paid terminal tax (due date before 14 February 2020) T UOMI Concession rules (120KBB of the TAA) apply 15/04/2020 Link to slide
Scenario 8 1 Late paid terminal tax (due date on or after 14 February 2020) T UOMI Concession rules (120KBB of the TAA) apply 15/04/2020 Link to slide
UOMI remission: impact when actual RIT > prov tax threshold 15/04/2020 Link to slide
Working for Families Tax Credit entitlement criteria 01/04/2020 Link to slide
Winter Energy Payment 01/04/2020 Link to slide
In Work Tax Credit 01/04/2020 Link to slide
Why are you removing the hours test eligibility requirement for the in -work tax credit? 01/04/2020 Link to slide

Is this intended to be a temporary or permanent change? 01/04/2020 Link to slide

When will this take effect? 01/04/2020 Link to slide
Eligibility for the IWTC & MFTC generally 08/04/2020 Link to slide
IWTC: Eligibility from now until 1 July 2020 08/04/2020 Link to slide
MFT C: Eligibility when work hours reduced due to COVID -19 08/04/2020 Link to slide
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INDEX: Policy Initiatives announcel March 2020

Issue description Last update Slide #
Wage & Leave subsidies 01/04/2020 Link to slide
Wage Subsidy 01/04/2020 Link to slide
Leave Subsidy 01/04/2020 Link to slide
Income tax obligations 01/04/2020 Link to slide
GST obligations 01/04/2020 Link to slide
Why does GST apply to the COVID - 19 related payments in the first place 01/04/2020 Link to slide
Employer obligations 01/04/2020 Link to slide
Are there any tax consequences if an employer pays the 12 - week wage subsidy as a single lump -sum to their employees? 01/04/2020 Link to slide
What are the tax consequences for employees? 01/04/2020 Link to slide
Home office expenses incurred by employees 01/04/2020 Link to slide
Self - employed customers 01/04/2020 Link to slide
Can the wage subsidy received by a self - employed customer be spread over the 12 - week period? 01/04/2020 Link to slide
Is the wage subsidy received by a self -employed customer subject to ACC levies? 08/04/2020 Link to slide
Standard costsfor home -based childcare providers 09/04/2020 Link to slide
Tax treatment when received by a company on behalf of shareholder - employees 09/04/2020 Link to slide
Example: Company with employees 09/04/2020 Link to slide
Example: Self -employed with employees 09/04/2020 Link to slide
Example: Employees receiving standard pay 09/04/2020 Link to slide
Example: Employees receiving reduced pay 09/04/2020 Link to slide
Example: Self -enployed, no employees 09/04/2020 Link to slide
Example: Charity with employees 09/04/2020 Link to slide
KiwiSaver implications 01/04/2020 Link to slide
Can an enmployee request to have their KiwiSaver contributions suspended while they are receiving the subsidy? 01/04/2020 Link to slide
Apply for a savings suspension 01/04/2020 Link to slide
Withdraw your funds from KiwiSaver 01/04/2020 Link to slide
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INDEX: Policy Initiatives announced April 2020

Issue description Last update Slide #
Supporting small and medium sized enterprises during the COVID 0 19 crisis 15/04/2020 Factsheet
15/04/2020 Announcement

Greater flexibility in respect of statutory tax deadlines

Overview 04/05/2020 Link to slide
COV 20/01: Election to be a Look Through Company (LTC) 16/06/2020 Link to slide
COV 20/02: Spreading receipts from the sale of timber 16/06/2020 Link to slide
COV 20/03: Changing your GST filing frequency 16/06/2020 Link to slide
COV 20/04: Bad debt write - offs 16/06/2020 Link to slide
COV 20/05: Tax pooling I extending time for transfers 16/06/2020 Link to slide
COVID- 19 Increase in tax write - off threshold 16/06/2020 Link to slide

Changes to the tax loss continuity rules

Overview 15/04/2020 Link to slide
Detailed design & consultation planned for late - 2020 15/04/2020 Link to slide
Example: Shareholding change & loss continuity maintained 15/04/2020 Link to slide
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https://www.beehive.govt.nz/sites/default/files/2020-04/15%20April%20SME%20factsheet_0.pdf
https://www.beehive.govt.nz/release/government-backs-business-through-covid-19

INDEX: Policy Initiatives announced April 2020

Issue description Last update Slide #
Tax loss carry - back scheme Commentary
Overview 04/05/2020 Link to slide
Phase 1: Temporary loss carry - backscheme 04/05/2020 Link to slide
How to make a claim 04/05/2020 Link to slide
Example: Self -enmployed individuals 04/05/2020 Link to slide
Example: Qualifying individuals 04/05/2020 Link to slide
Example: Trusts 04/05/2020 Link to slide
Example: Ring -fenced residential rental losses 04/05/2020 Link to slide
Example: Carry -backis limted tothe income in the carry - backyear 04/05/2020 Link to slide
Example: Shareholding continuity is required 04/05/2020 Link to slide
Example: Interest may be charged if losses are over - estimated 07/05/2020 Link to slide
Example: Losses in the 2019/20 tax year 04/05/2020 Link to slide
Example: Losses in the 2020/21 tax year 04/05/2020 Link to slide
Example: Groups of companies 04/05/2020 Link to slide
Example: Charitable donations 04/05/2020 Link to slide
Example: Time bar is extended if a return is amended to include a carried back loss 04/05/2020 Link to slide
Is the loss carry -backscheme compulsory? 04/05/2020 Link to slide
Why is the loss carry - backscheme temporary? 04/05/2020 Link to slide
More information on the loss carry -backscheme 04/05/2020 Link to slide
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http://taxpolicy.ird.govt.nz/sites/default/files/2020-bill-commentary-covid-19-torum-bill.pdf

Initiatives announcé&dthy 2020

INDEX: Polic

Issue description Last update Slide #
Supporting small and medium sized enterprises during the COVID 0 19 crisis 01/05/2020 Commentary
01/05/2020 Announcement
Small business cashflow scheme
01/05/2020 Link to slide
Overview
19/05/2020 Link to slide
Eligible businesses & organisations 19/05/2020 Link to slide
Are any industries or sectors excluded? 19/05/2020 Link to slide
Business Finance Guarantee Scheme vs. Small Business Cashflow Scheme: 19/05/2020 Link to slide
Can | apply for the BFGS and the SBCS? 19/05/2020 Link to slide
Why are the loan terms different for the BFGS and the SBCS? 19/05/2020 Link to slide
Will borrowing from the SBCS impact my ability to borrow under the BFGS? 19/05/2020 Link to slide
Does Inland Revenue administer the BFGS? 19/05/2020 Link to slide
Y our business must be viable 19/05/2020 Link to slide
How will IR determine if the business is viable: 19/05/2020 Link to slide
What is the definition of a viable business? 19/05/2020 Link to slide
What does a business have to provide to evidence that they are solvent when applying for the loan? 19/05/2020 Link to slide
If a customer is having cashflow difficulties and unable to pay tax will IR conclude it is not viable? 19/05/2020 Link to slide
Maximum loan size 1 based on full -time - equivalent employees 19/05/2020 Link to slide
How many FTEOGs are employed: 19/05/2020 Link to slide
I's the number of FT-E@WD shaff mumbdrs i somepof those staffare no longer employed? 19/05/2020 Link to slide
Does the number of FTE®&6s include shareholder employees? 19/05/2020 Link to slide
How is the number of FTEO&6s calculated for companies within the s a80529200up? Link to slide
Exampl e: How many FTEOG6s are employed? 19/05/2020 Link to slide
Example: Do | have to borrow the full amount? 19/05/2020 Link to slide
Example: Can | apply for part of the loan now and apply for more later? 19/05/2020 Link to slide
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https://taxpolicy.ird.govt.nz/sites/default/files/2020-bill-commentary-covid-19-torum-bill-supplementary.pdf
https://www.beehive.govt.nz/release/government-boosts-cashflow-support-small-businesses

INDEX: Policy Initiatives announcé&ithy 2020

Last update Slide #

Issue description

Small business cashflow scheme

Applying for the loan i date extended to24 th July 2020 16/06/2020 Link to slide
Applying for the loan - what you need to do 19/05/2020 Link to slide
Who can make an application for the loan: 19/05/2020 Link to slide
Can an executive officer holder of a company apply? 19/05/2020 Link to slide
Can ny tax agent apply on my behalf? 19/05/2020 Link to slide
Can someone nominated to actfor me in relation to my tax affairs apply on my behalf? 19/05/2020 Link to slide
Why cané6t my tax agent or nominated person apply on my behalf? 13/05/2020 Link to slide
Commonly owned groups 04/06/2020 Link to slide
Example: Common ownership (multiple shareholders) & less than 50 employees 04/06/2020 Link to slide
Example: Common ownership (single shareholder) & more than 50 employees 04/06/2020 Link to slide
Exampl e: Co mmo n ownership (multiple shareholders with different own e r0d/o6i2Q20 %06 s ) & Litkdaskle
Exampl e: Co mmo n ownership (multiple shareholders with different own e r/e6i2p20 %06 s ) & Linkecssile

Receiving the loan 19/05/2020 Link to slide
What can | use the loan for? 19/05/2020 Link to slide
Wh at is the definition of O6core operating costsé 19/05/2020 Link to slide
Repaying the loan 19/05/2020 Link to slide
How long will I have to pay off the loan? 19/05/2020 Link to slide
How soon can| set up a payment plan to start repaying the loan? 19/05/2020 Link to slide
Will | be penalised for early repayment? 19/05/2020 Link to slide
What will the minimum repayments be afterthe payment free period? 19/05/2020 Link to slide
What frequency of repayments are required? 19/05/2020 Link to slide
If my business fails how long will | have to pay the loan back? 19/05/2020 Link to slide
If | candt pay it back wildl if affect my credit rating? 19/05/2020 Link to slide
What happens if | havenodtyeapaid it back within 5 19/05/2020 Link to slide
Contact us about the scheme 19/05/2020 Link to slide
Publication and reporting 19/05/2020 Link to slide
Will my name / a companies name be published as a result of taking up this loan? 19/05/2020 Link to slide
What reporting will be made publicly available? 19/05/2020 Link to slide
What ongoing information are borrowers required to provide to Inland Revenue? 19/05/2020 Link to slide
What will Inland Revenue be doing to identify fraudulent applications and ensure funds have been used appropriately? 19/05/2020 Link to slide
Inland Revenue cannot give financial or legal advice on the loan i here are some questions we Cc_a ndnswer 19/05/2020 Link to slide
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INDEX: Policy Initiatives announced 25th May 2020

Issue description Last update Slde #
COVID -19 Income Relief Payment Announcement
Overview Link to slide
Tax treatment Link to slide
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https://www.beehive.govt.nz/release/new-payment-support-kiwis-through-covid

INDEX: Miscellaneous issues

Issue description Last update Slde #

Returns & Payments 08/04/2020 Link to slide

Goods & Services tax 1 filing & paying 08/04/2020 Link to slide

Employer obligations 1 filing & paying 08/04/2020 Link to slide

Making payments to Inland Revenue 08/04/2020 Link to slide

Difficulty paying tax 08/04/2020 Link to slide

Closure of Westpac branches 08/04/2020 Link to slide

Income tax refunds & the requirement to lodge an imputation return 08/04/2020 Link to slide

31 March 2020 I issues & impacts 08/04/2020 Link to slide

Time bar for 2019 income tax returns 08/04/2020 Link to slide

LTC elections for new companies 21/04/2020 Link to slide

Example: LTC elections for new companies 21/04/2020 Link to slide

LTC elections for existing companies 21/04/2020 Link to slide

Example: LTC elections for existing companies 21/04/2020 Link to slide

Subvention payments 08/04/2020 Link to slide

Example: Subvention payments 08/04/2020 Link to slide

Beneficiary distributions 08/04/2020 Link to slide

Example: Beneficiary distributions 08/04/2020 Link to slide

Trading stock valuations 08/04/2020 Link to slide

Extension tothe due date for Basic Compliance Packages 08/04/2020 Link to slide

Insurance proceeds 08/04/2020 Link to slide

Individuals 1 income protection & personal sickness insurance 08/04/2020 Link to slide
Businesses i income tax& GST 08/04/2020 Link to slide
GST 08/04/2020 Link to slide
Cancelled supplies 08/04/2020 Link to slide _
Adjustments for change in asset use 08/04/2020 Link to slide _
Registration cancellations 08/04/2020 Link to slide _
Extended period for zero  -rating exported goods 22/04/2020 Link to slide

Example: Automatic 3 - month extension from expiry of 28 - days 22/04/2020 Link to slide

Example: Application for an extension >3 - months 22/04/2020 Link to slide

Example: Automatic 3 - month extension from time of supply 22/04/2020 Link to slide

Example: No automatic extension if not impacted by COVID -19 22/04/2020 Link to slide

Changing GST filing frequency to six - monthly 30/04/2020 Link to slide

Inland Revenue
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INDEX: Miscellaneous issues

Issue description Last update Slide #
International disclosure requirements 08/04/2020 Link to slide
Breach of the conditions of an Advance Pricing Agreement 08/04/2020 Link to slide

Due date for Annual Compliance Reports for the 2019 tax year 08/04/2020 Link to slide

Due date for the International Questionnaire 08/04/2020 Link to slide

Due date for CFC & FIF disclosures 21/04/2020 Link to slide

CRS & FATCA 08/04/2020 Link to slide

Tax residency issues 22/04/2020 Link to slide
Company residency 22/04/2020 Link to slide
Example: Company residency: Location of meetings, control & centre of management 22/04/2020 Link to slide

Company residency 1 fixed establishment 22/04/2020 Link to slide
Example: Company residency: Fixed establishment 22/04/2020 Link to slide

Individual residency 7 183 days test 22/04/2020 Link to slide
Example: Individual residency: 183 day test 22/04/2020 Link to slide

Individual residency 1 92 day testfor non -resident employees 22/04/2020 Link to slide
Example: Individual residency: 92 day test for non - resident employees 22/04/2020 Link to slide

Individual residency: 92 day test for non - resident contractors 22/04/2020 Link to slide
Example: Individual residency: 92 day testfor non - resident contractors 22/04/2020 Link to slide

Individual residency: NZ  -based student loan borrower outside of NZ for >184 days 22/04/2020 Link to slide
Example: Individual residency: NZ - based student loan borrower outside of NZ for >184 days 22/04/2020 Link to slide

Transitional residents 22/04/2020 Link to slide

Tax treaties 29/04/2020 Link to slide
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INDEX: Miscellaneous issues

Issue description Last update Slide #
Employment allowances & reimbursements 28/04/2020 Link to slide
Determination EE001 28/04/2020 Link to slide
Determination EE002 28/04/2020 Link to slide
EEO001: Telecommunication expenses 28/04/2020 Link to slide
EE002: Other working from home expenses 28/04/2020 Link to slide
EE002: Purchase of furniture & equipment 28/04/2020 Link to slide
Allowances
Example: Essential worker allowance 28/04/2020 Link to slide
Example: Working from home allowance 28/04/2020 Link to slide
Back paying allowances & time limit for making payments 02/06/2020 Link to slide
Reimbursements: 28/04/2020 Link to slide
Example: Actualworking from home costs 28/04/2020 Link to slide
Example: Estimated working from home costs 28/04/2020 Link to slide
Example: Estimated working from home costs (within EE001 & EE002 thresholds) 28/04/2020 Link to slide
Example: Actual costsfor furiture & equipment 28/04/2020 Link to slide
Example: Estimated costsfor furniture & equipment 28/04/2020 Link to slide
Example: Furniture & equipment purchased on behalf of the employer 28/04/2020 Link to slide
Business tools: Incidental use & FBT 28/04/2020 Link to slide
Home office expenses
Redundancy, tax & entitlements i watchthe video 25/05/2020 Link to slide
Fringe Benefit tax 29/04/2020 Link to slide
Are vehicles 6availableé for private use during lockdown? 29/04/2020 Link to slide
Pool vehicles 29/04/2020 Link to slide
Home as a place of work 29/04/2020 Link to slide
Exemptions 29/04/2020 Link to slide
Student loans 08/04/2020 Link to slide
Hardship relief for NZ based borrowers 08/04/2020 Link to slide
Hardship relief for overseas based borrowers 08/04/2020 Link to slide
Unable to return to NZ 08/04/2020 Link to slide
Epidemic Preparedness (Oaths and Declarations Act 1957) Immediate Modification Order 2020 MoJ websi
Statutory Declarations 20/04/2020 Link to slide

Examples of IR processes that require statutory declarations 20/04/2020 Link to slide

Inland Revenue
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https://www.justice.govt.nz/about/news-and-media/covid-19-news/oaths-affirmations-or-declarations
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COVIEL9¢ Government Policy Initiatives
[announced 17 March 2020]

Reintroduction of depreciation on commercial buildings;
Increase in the provisional tax threshold;
Up-front deduction of low value assets threshold increase;
Research & Development Tax Credit refundability;
Use of Money Interest relief;
Information sharing;
In Work Tax Credit eligibility criteria;

Working for families tax credit entitlement for emergency benefit recipients;
Increase in the winter energy payment




Inland Revenue Policy Initiatives

A The COVI9 Response (Taxation and Social Assistance Urgent Measunes) Bill

passed on 27 March 2020, and enacted the following measures:
Reintroduction of depreciation on commercial buildings;

Increase in the provisional tax threshold;

Up-front deduction of low value assets threshold increase;

Research & Development Tax Credit refundability;

Use of Money Interest relief;

Information sharing;

In Work Tax Credit eligibility criteria;

Working for families tax credit entitlement for emergency benefit recipients;
Increase in the winter energy payment

©CONOOhAWNE

Note, the final two initiatives are not administered by Inland Revenue

Intended audience: All custome
Inland Revenue

Te Tari Taake Published: 01/04/202(



A Reintroduced from 1 April 2020

DEPRECIATIGN A Does not apply to residential
COMMERCIAL buildings

BUILDINGS -
A Applicable rates:

2% for the diminishing value method
1.5% for the straight line method




Depreciation: Why are deductions being restored?

A The Bill reintroduces depreciation deductions for-mesidential buildings.
A International studies indicate that commercial and industrial buildings do depreciate.

A Restoring depreciation deductions will help support businesses with cashflow in the
nearterm and assist with the broader economic recovery by encouraging business
iInvestment in new and existing buildings.

A The applicable depreciation rates introduced are 2% DV and 1.5% SL.

A Find out more on our websit®epreciation & low value assets

Intended audience: Businesses & Intermedia
Inland Revenue

Te Tari Taake Published: 01/04/202(


https://www.ird.govt.nz/covid-19/business-and-organisations/specific-income-tax-issues/depreciation-and-low-value-assets

Depreciation: Common gquestions

A Why are deductions not available for residential buildings?
A Research shows these buildings have a slower rate of economic depreciation than other buildings.

A Can | claim depreciation deductions forfMmsB&Bproperty?

A The definition of residential buildings includes dwellings and buildings used feteshort
accommodation (such #g8rB&B with less than 4 individual units.

A Houses and rooms usedAisB&BLINE LISNII A Sa gAff GKSNBETF2NB 0SS ¢
entitled to depreciation deductions. These buildings are not impacted by the depreciation changes
part of the BIll.

A If there are 4 or more separate units within the same property and the property is used for short
term accommodation such #¢rB&B it can be depreciated.

Inlar!d Revenue
Te Tari Taake Published: 01/04/202(

@ Intended audience: Businesses & Intermedia



Depreciation example: Commercial investment property

A High Street Hotel Limited owns several staf@he motel buildings which have a tax
book value of $3m.

A Under the current tax law, these motel buildings are not depreciated for tax purposes.
A From 2020/2021, High Street Hotel will be able to depreciate the motel buildings.
A The applicable depreciation rate is 2% (diminishing value).

A High Street Hotel will therefore be able to claim a deduction of $60,000 in the
2020/2021 year. p

Intended audience: Businesses & Intermedia
Inlar!d Revenue
Te Tari Taake Published: 01/04/202



Depreciation example: Residential investment property

A Ivy Mundell owns a number of residential rental properties around Auckland that are &
tenanted.

A Under the current law these buildings are not depreciated for tax.

A The tax depreciation changes introduced as part of the GOd/it€lief measures do
not apply to residential buildings

A Therefore Ivy will stilotbe able to depreciate the rental properties in the 2020/2021
year.

Intended audience: Businesses & Intermedia
Inlar!d Revenue
Te Tari Taake Published: 01/04/202




Depreciation example: Commercial business premises

A Metal Works Ltd manufactures machine parts and owns a factory building and
distribution warehouse.

A The factory has a tax book value of $4m and the warehouse has a tax book value of
$2m.

A As these are both commercial/industrial buildings, from 2020/2021 Metal Works Ltd
can depreciate these buildings at a rate of 2% diminishing value (or 1.5% straight line

A In 2020/2021, Metal Works Ltd is entitled to a deduction for tax depreciation of

$120,000 based on 2% diminishing value rate ($80,000 + $40,000).

N

Intended audience: Businesses & Intermedia
Inland Revenue

Te Tari Taake Published: 01/04/202(



A Increase in the provisional tax
INCREASED threshold from RIT of $2,500 to

PROVISIONAIAX RIT of $5,000
THRESHOLD

Effective for the 2020/21 tax year




Increase in the provisional tax threshold

A The Bill increases the provisional tax threshold from residual income tax of $2,500 to
$5,000 from the 2020/2021 tax year.

A As a result, returns filed for the 2020 tax year will only generate a provisional tax
assessment if the RIT is over $5,000.

A Increasing the threshold for having to pay provisional tax from $2,500 to $5,000 allow:
more small taxpayers to delay paying their taxes to the end of the year.

A This means they have until 7 February, following the year they file, to pay their tax bill
iInstead of having to pay in instalments throughout the year.

A This lowers compliance costs for smaller taxpayers and allows them to retain cash for
longer.

A Find out more on our websit€rovisional tax

Intended audience: All custome
Inland Revenue

Te Tari Taake Published: 01/04/202(


https://www.ird.govt.nz/covid-19/tax-relief/provisional-tax

Provisional tax: Common gquestions

A |s this a permanent change?
A Yes. While this change is being done now in response to @9¥IB intended to be a permanent
change.

A How many taxpayers will be taken out of provisional tax from this measure?
A This reduces the number of taxpayers who have to pay provisional tax by approximately 95,000. T
will give those taxpayers cash to use within their business during the year.

Intended audience: All custome
Inland Revenue

Te Tari Taake Published: 01/04/202(



Provisional tax: Common gquestions

A22y Q0 O0KA& YSIF&adaNB 2dzad AYyONBIFasS RSoi
A The increase in the provisional tax threshold to $5,000 removes compliance costs for smaller
businesses and frees up cashflow during the year.
A Those taxpayers who want the convenience of paying during the year they can always choose to
make voluntary payments to Inland Revenue or put the money aside in a bank account.

A When will this take effect?
A The reduced threshold will take effect from the 2&20income year which for most taxpayers will

mean 1 April 2020.

Intended audience: All custome
@ Inlar!d Revenue
Te Tari Taake Published: 01/04/202(



Example: Provisional tax

A Jenny is a tour guide who provides tours of the Lord of the Rings filming location sites
around Wellington through her compadgnstaiTours Limited (JTL). She gets the
majority of her customers from tourist ships visiting Wellington.

Alnthe20lgnn Ay O2YS B@8SINE We¢e[ Q& GFE fAFOAE A
changes to restrict tourist ships in response to Cavipz  W¢ [ Qa  § E2Eisf A
expected to be much lower.

ACKS D2OSNYyYSyidaQa OKIFy3aS (2 G4KS LINRODAAA
means that JTL is not a provisional taxpayer for thecZ12ihcome year.

A Instead of paying tax in instalments throughout the 2@40income year, JTL will not
have to pay tax until 7 February 2022, which improves its cashflow during the year.

@,

Intended audience: All custome
Inland Revenue

Te Tari Taake Published: 01/04/202(



A Threshold temporarily increases
from $500 to $5,000

Effective from 17 March 202016 March 2021

LOWVALUEASSETS

A Threshold permanently increases
to $1,000

Effective from 17 March 2021




Threshold for expensing levalue assets

A Businesses can now deduct the full cost of moreMalue assets in the year they
purchased them, rather than having to spread the cost over the life of the asset.

A Taxpayers were previously able to claim an immediate deduction for the purchase of
assets that cost less than $500.

A This threshold has been increased, effective from 17 March 2020, to allow the
iImmediate expensing of assets that cost up to $5,000.

A This will reduce compliance costs for businesses and, as it is a temporary measure, it
will incentivise them to bring forward investments and encourage spending.

A This increase is temporary and will only apply until 16 March 2021. After this date the
low-value asset threshold will increase permanently, but only to $1,000.

A Find out more on our websit®epreciation & low value assets

Intended audience: Businesses & Intermedia
Inland Revenue

Te Tari Taake Published: 01/04/202(


https://www.ird.govt.nz/covid-19/tax-relief/depreciation

Low value assets: Common questions

A Why is the increase temporary?

A Increasing the threshold to $5,000 from 17 March 2020 until 16 March 2021 is
Intended to encourage businesses to continue investing in their businesses throughot
the period of the COVHDO pandemic.

A The threshold is still being permanently increased from $500 to $1,000 from 17 Marct
2021 onwards.

A This will encourage further investment by businesses as the economy begins to reco\
from COVIEL9.

Intended audience: Businesses & Intermedia
Inland Revenue
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Example: Low value assets

A Capes Comics Limited (Capes) is a comic store that sells comics aneiebeulc
YSNOKIYRA&S® CKS ai2NBQa 2gySNE /I NJ
display cabinets worth $4,600 in total. Clark believes that this will increase his sales o
high-value action figures.

A However, with the COWAI® restrictions, he is anxious about investing $4,600,
especially given that he can only deduct the cost of the cabinets over time through tax
depreciation (rather than immediately).

ACKS D2 ISNYYSY l Q&alu®dsseyWAtSff thiresholdl éanstthat&dapes
can claim an immediate deduction for the cost of the cabinets.

A This allows Capes to reduce its tax paid this year by $1,288 (28% of $4,600), instead

that amount being spread over a number of years.. \

Intended audience: Businesses & Intermedia
Inland Revenue
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RESEARGH A Refundability of the R&D tax

DEVELOPMENRX credit has been brought forward
to the 2019/20 tax year
QREDIT y




Research & Development tax credits

A The application date of broader refundability for the R&D tax credit has been brought
forward by one year, to the 20420 income year, to help businesses retain their R&D
capability during the COMIY outbreak.

A The R&D tax credit currently only has limited refundability rules, which may not provid
sufficient support to losmaking businesses or businesses who do not pay enough
iIncome tax to fully utilise their R&D tax credits.

A Broader refundability rules have been developed and will apply from year 2 of the
regime (the 202621 income year); however, these rules will not apply in time to
benefit R&D performers struggling with the effects of C&A@LD

A Bringing the application date of the year 2 refundability rules forward to year 1¢(2019
20 income year) would provide more businesses with access to R&D tax credit refunc
sooner.

Intended audience: Businesses & Intermedia
Inland Revenue
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R&DTC: Common questions

ALT GKS ySg¢ NHzt S& F NS Y2NBE 3ISYSNRdaAZ 4K
A The R&D Tax Incentive was developed under tight timeframes. The Government committed to
reviewing the refundability rules so that broader refundability would be available from year 2 of the
incentive (the 202221 income year).
A To provide businesses performing R&D with cash now, when they need it the most, and to encoura
R&D activity and innovation at a difficult economic tie, these new broader rules will apply a year
early.

A Can businesses still access the old limited refundability rules in year 1?
A Yes, they can.
A The broader refundability rules will apply by default, but any business who would prefer to apply the
old year 1 limited refundability rules will be able to do so. Businesses can signal this preference wh
they file their R&D claims with Inland Revenue.

Intended audience: Businesses & Intermedia
Inland Revenue
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R&DTC: Common questions

A How much support will this provide businesses?

A2 SONB SELISOGAYT GKA& YSI&ada2NBE (2 LINRPJOARS dzLJ
performing businesses.

A.& YIF{AYy3 0KS ONRPIRSNINBTdzyRFoAfT AGE& NMzZE Sa | ¢
the funds they need to keep New Zealanders in their jobs and to continue undertaking R&D activitie
These businesses would have had access to this cash in year 2 of this scheme, but making this
amendment provides them with this vital support a year earlier.

A The Government has already announced business support megsthgsare R&D

performers getting extra support?

A For many businesses, R&D activities are likely to be scaled back or reduced when funds are tight
GKAOK YSIya tSaa Ayy20lFGA2yd ¢KAAS AY OdNYy=Z
aAldzr A2y adGloAfAaSad ¢KIGQa gKeé UKS D2 @SNy
to R&D performers now.

Inlar!d Revenue
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Example: R&DTC

A a2 LIIKEOl SY Mopgpw 2 KB 460 & NP dza3 K T2 NB IR
iIncome year. It claims R&D tax credits in the 2209ncome year, but does not have
enough income tax to pay to use all of its credits.

A Moppydetermines that it will be able to receive more refundable R&D tax credits if it
applies the broader refundability rules, because it has $500,000 of surplus R&D tax

credits and has paid $500,000 of PAYE in the2llicome year (so its refundability
cap is $500,000).

A Moppyfiles its income tax and R&D supplementary returns soon after 31 March 2020.
It advises Inland Revenue that it would like to apply the broader refundability rules.

A Inland Revenue processe®2 LIL#&athand refundsoppy$500,000 of R&D tax
credits.

N

Intended audience: Businesses & Intermedia
Inland Revenue
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to share information with other
Government Departments

INFORMATION

SHARING A Assists the efficient and effective
delivery of the Governments
COVIELY response




Information Sharing

ACKS . Aff | YSYR&a UKS NHz Sa I20SNYyAy3I LY
other government departments.

A The Bill allows Inland Revenue to share information with other government
departments to assist those agencies in their response to the €OQ\dxbreak.

A This allows information to be supplied to assist the efficient and effective delivery of
0KS D2IJSNYYISgspddse. /| h+L 5

Intended audience: All custome
Inland Revenue
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Information Sharing: Common questions

A How will information sharing help a struggling business or someone who has lost their
job?

A Many government departments are working quickly to provide support to businesses and individua
struggling financially as a result of CGMDOnland Revenue has a lot of relevant information to
enable government agencies to target those who need assistance the most and deliver the necess
support quickly. Allowing Inland Revenue the ability to share certain information will help speed up

and target government assistance.

A2K& OlyQld LYftlIYyR wS@SydzS dzaS SEAAGAY3
need more legislation?
A The existing legislation enables information to be shared for defined purposes, which may not

Include responses to the COMIDoutbreak. Also, Inland Revenue may be required to share
iInformation with agencies where we do not have any existing agreements.

Intended audience: All custome
@ Inlar!d Revenue
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Information Sharing: Common questions

A Will the information be kept safe?
A Safeguards will be put in place to ensure the information is kept secure.
A In considering whether to share information with other government agencies, the Commissioner of
Inland Revenue has to consider the security of the information prior to it being disclosed.
A Also, anyone receiving taxpayer information will be required to maintain the same confidentiality
requirements imposed on Inland Revenue staff.

A How much information will be shared with the receiving agency? Will they be able to us

the information for other purposes?
A Only sufficient information will be shared to enable the other agency to administer the relevant
COVIEL9 response Initiative. Information received by the other agency will not be able to be used
for other norCOVIEL9 initiatives.

Intended audience: All custome
Inland Revenue
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A Inland Revenue can remit interest
on late payment If the customers

USEOFMONEY ability to make payment was
significantly adversely affected by

INTEREREMISSIO the COVIEL9 outbreak

Effective for payments due on or after 14 February 2020




Useof-money interest remission

A The Commissioner already has a number of financial relief and remission provisions c
the Tax Administration Act 1994 (TAA). The Government has also introduced a new
section 183ABAB into the TAA 1994 giving the Commissioner the ability to remit use «
Y2YSeé AYUSNBAad 6! haLuo OKFNHASR AT GKS
significantly adversely affected by the COlAutbreak.

A This new provision would include both when a taxpayer is physically unable to make ¢
tax payment on time and also when a taxpayer is financially unable to make a tax
payment on time because of the economic effects of the COQ¥htbreak. That
relief is available once the core tax has been paid in full. This discretion applies to tax
LI e YSyda RdzS 2y 2NJ F FGSNI mn CSO NHzE NBE H
Interest under s 183ABAB will apply until 25 March 2022.

A Find out more on our websitelse of Money Interest

Intended audience: All custome
Inland Revenue
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https://www.ird.govt.nz/covid-19/tax-relief/uomi

UOMI remission: Eligibility

A To be eligible for remittance of penalties and UOMI, customers must meet the

following criteria:
A They have tax that is due on or after 14 February 2020
A Their ability to pay by the due date, either physically or financially, has been significantly affected b
COVIEL9
A They will be expected to contact the Commissioner as soon as practicable to request relief and will
also be required to pay the outstanding tax as soon as practicable

ALO Aa OUKS /2YYAaaArAz2ySNRa OASg GKFO I O
by COVIEL9 financially where their income or revenue has reduced as a conseguence
of COVIEL9 and, as a result of that reduction in income or revenue, is unable to pay
their taxes in full and on time.

Intended audience: All custome
Inland Revenue
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A Inland Revenue considers the term means that so long as the taxpayer applies for the
relief at the earliest opportunity and agrees to an arrangement that will see the
outstanding tax paid at the earliest opportunity, or will be paid over the most
NBlFaz2ylrofsS LISNA2R 3IAGSYy (KS Gl ELI @ SNDa

A Those customers who require further assistance at a later date, such as having to
renegotiate the terms of an arrangement, should contact Inland Revenue at the earlie
opportunity after determining they will have difficulty in paying the tax as agreed. So
Iong as the taxpayer completes an arrangement (which may have been amended at
0 ELJ eSN:Qa NBIljdzSad RdzNAYy3I GKS LISNAZR 2
F OOSLI OKIFGO o6& SYUuSNAyYy3I Ayia2z2 YR O2YLX
LIN OGAOIFIoft Sé¢ Ay NBaLISOO 2F LI eAy3ad GKS

Intended audience: All custome
Inland Revenue
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UOMI remission: Information required

A Inland Revenue will be trying to minimise the information we would ask to be providec
during these unusual times. By continuing to file GST and other returns we will have &
lot of the information we would normally ask to be provided. However, customers

should be able to provide, if asked:
A At least three months banks statements and credit card statement:

A Any management accounting information;
A A list of aged creditors and debtors.

A We will not ask for that information in every case, but the information should be
available if we do ask for it. For businesses, Inland Revenue will be looking to
dzy RSNAR Gl YR GKS {FELI}&@SNRna LIXIy G2 adzali
be able to get all this information at this time given the Ca¥lockdown. We will
work with you based on what you know and are able to access at this time and will
continue to do so as more information becomes available.

Intended audience: All custome

@ Inlar!d Revenue
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UOMI remission: New debt & Pegisting debt

A For new tax debt Inland Revenue will consider:
A Instalment arrangements
A Instalment arrangements with a deferred payment start date
A Partial writeoff due to serious hardship & payment of the remaining tax by instalment or lump sum
A Partial payment and writeff of the balance under maximising recovery of outstanding tax
A Write-off due to serious hardship

A Preexisting debt prior to CO\U®

A Customers whose debt is also subject to an arrangement but consider they may not be continue wi
the current terms due to being significantly affected by CQ9I€an ask to renegotiate the
Instalment arrangement. Any of the above options may be appropriate and each case will be
considered on its own facts. Customers are encouraged to contact Inland Revenue as soon as the
believe they will have difficulty in meeting their current arrangement.

A Customers who do not have their debt under an arrangement, should contact Inland Revenue as
soon as possible to discuss what options may best suit their circumstances

Intended audience: All custome
Inland Revenue
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UOMI remission: Filing of returns

A Inland Revenue accepts that customers will have difficulty paying all their taxes in full
and on time. However, it is important that they continue to file their returns on time.

A The information in those returns will allow us to have a more complete picture of a
Odza 12 YSNRA FAYIYOAIf LIRaarAdArAzy gKSy 02y
reduce the amount of information we would require to consider whether or not to
agree to the request for relief, and the extent of that relief.

A In addition, the information in those returns provides important information to the
government; at the present time to be able to monitor the effects of COMIBN

bSs %SIflyRQa SO2y2Yeéd

Intended audience: All custome
Inlar!d Revenue
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UOMI remission: Common questions

A How will allowing Inland Revenue to remit interest for late tax payments assist those
affected by COVIDO?

A For many taxpayers the impacts of CG18Dnay mean they are unable to pay their tax on time,
either because of the financial impact of COl@r because they are physically unable to make the
payment. Allowing Inland Revenue to remit use of money interest ensures that these taxpayers are
only required to pay their core tax debt and do not also need to worry about interest.
AltyQl LYtryR wSdSydzS It NBFR&8 NBYA(G dza$
A Yes. However, the existing remission rules only applied in specific situations or events, , typically di
to a natural disaster. These pegisting rules are not fit for purpose to respond to the nature of the
economic shock of COVID where a taxpayer may be financially unable to pay their tax on time.

A Will taxpayers still be required to pay their core tax debt?
A Yes. While interest can be remitted the core tax debt must still be paid. Paying tax is an important
way New Zealanders can contribute to the fight against GO8/I1D

Intended audience: All custome
Inland Revenue
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UOMI remission: Provisional taxpayers

A For provisional taxpayers, a number of different factual situations can apply which
determine whether section 183ABAB can provide relief for UONHse factors

Include:
A The due date by which the tax was due to be paid (it must be on or after 14 February 2020);
A The balance date (this determines the due dates for provisional tax and terminal tax);
A The provisional tax method chosen or applied for the tax year (this determines the date UOMI will k

) charged from);
A When payments were made and how they were applied to amounts owing in the income tax

account.
A The following scenarios are intended to provide guidance for the most common
situations that Inland Revenue has identified.

A The scenarios have been drafted based on current law and may change as a result of
the additional legislation changes proposed oft April 2020

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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UOMI remission: Provisional taxpayers

A The principles in respect of how section 183ABAB will be applied apply equally to

provisional tax and terminal tax obligations for the 2020 and 2021 tax years.
A Scenarios 1 and 2 explain how section 183ABAB applies to provisional tax instalments.

A Scenarios 3 to 8 explain how section 183ABAB applies to UOMI charged on terminal tax and how t
IS Impacted by the method used to calculate provisional tax.
A Information is also provided in respect of provisional tax and UOMI which may be

useful in considering provisional tax payment methods and UOMI conseguences.

A Where further scenarios and other information are identified these will be added as
and when they are identified.

Inlar!d Revenue
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UOMI remission: Provisional taxpayers

A Scenario & Late paid provisional tax (due date before 14 February 2020)
A Scenario 2, Late paid provisional tax (due date on or after 14 February 2020)
A Scenario & Late paid terminal tax (due date before 14 February 2033)fe Harbour

A Scenario £ Late paid terminal tax (due date on or after 14 February 202@fe
Harbour

A Scenario % Late paid terminal tax (due date before 14 February 20 Etimator
A Scenario € Late paid terminal tax (due date on or after 14 February 20EQ}imator

A Scenario T Late paid terminal tax (due date before 14 February 2020)Ml|
Concession rules in section 120KBB of the TAA apply

A Scenario & Late paid terminal tax (due date on or after 14 February 20R@MI
Concession rules in section 120KBB of the TAA apply

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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INDEX

Scenario 1: Late paid provisional tax (due date before 14 February 2020)

A A provisional taxpayer has 3 instalments of provisional tax for the 2019 tax year and h
a standard balance date of 31 March.

A These instalments are due to be paid on 28 August 2018, 15 January 2019 and 7 Ma
2019.

A If any of these instalments are paid late section 183ABAB will not provide any relief as
none of the instalments are due on or after 14 February 2020.

A UOMI will be charged, from the day after the due date of each unpaid instalment }til

the tax, late payment penalties and UOMI are paid.

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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Scenario 2: Late paid provisional tax (due date on or after 14 February 2020

A The same facts as for Scenario 1, but the tax year is Z0@0provisional tax
iInstalment due dates are 28 August 2019, 15 January 2020 and 7 May 2020.

A If either or both of the first 2 instalments are paid late section 183ABAB will not provid
any relief. UOMI will then be charged from the day after the due date of each of these
Instalments.

A If the last instalment is paid late section 183ABAB could provide relief if the late
payment is due to CO\AIY as that due date is after 14 February 202@MI would
be charged from 8 May 2020 but could be remitted under section 183ABAB provided
the late payment is due to COVID.

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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Scenario 3: Late paid terminal tax (due date before 14 February@020)
Safe Harbour

A A provisional taxpayer has a standard balance date of 31 March, their 2019 terminal t
IS due on 7 February 2020 and they met all of the criteria to be a safe harbour
provisional taxpayer.

A UOMI will be charged from 8 February 2020.

A If the terminal tax is paid late section 183ABAB will not provide any relief as that due
date is not on or after 14 February 2020.

Intended audience: Provisional tax payers, Businesses & Interme
Inlar!d Revenue
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Scenario 4: Late paid terminal tax (due date on or after 14 February@020)
Safe Harbour

A The same facts as for Scenario 3, but the 2019 terminal tax is due on 7 April 2020 as
provisional taxpayer has an extension of time via a tax agent.

A UOMI will be charged from 8 April 2020.

A If the terminal tax is paid late section 183ABAB could provide relief as that due date
was after 14 February 2020.

Intended audience: Provisional tax payers, Businesses & Interme
Inlar!d Revenue
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Scenario 5:; Late paid terminal tax (due date before 14 February@020)
Estimator

A A provisional taxpayer has a standard balance date of 31 March, their 2019 terminal t
IS due on 7 February 2020 and they are an estimator.

A For the person to have a terminal tax liability means their Residual Income Tax (RIT) |
more than their estimated provisional tax.

A Because the RIT of an estimator is spread across their provisional tax instalments UC
could have started as early as from the day after their first instalment date.

A If the terminal tax is paid late section 183ABAB will not provide any relief as that dua
date is not on or after 14 February 2020. é\

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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Scenario 6: Late paid terminal tax (due date on or after 14 February@020)
Estimator

A The same facts as for Scenario 5, with the 2019 terminal tax being due on 7 April 202
as the provisional taxpayer has an extension of time via a tax agent.

A If the terminal tax is paid late section 183ABAB can provide relief as that due date is
after 14 February 2020.

A However, the remission of UOMI is only in respect of the late paid terminal tax amoun
(i.,e. UOMI charged from 8 April 2020 on the terminal tax amount only), not in respect

of:
A any provisional tax instalment amount that is not paid on time as the due dates for those provisiona
tax liabilities fall on 28 August 2018, 15 January 2019 and 7 May 2019; or
A UOMI charged on the terminal tax up to and including 7 April 2020, because that portion of UOMI i
not charged due to the late payment of the terminal tax (i.e. that portion of the UOMI is always

payable whether the terminal tax was paid on the due date or late).
N

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue

Te Tari Taake Published: 15/04/202(



Scenario 7:; Late paid terminal tax (due date before 14 February@020)
UOMI Concessionrules in section 120KBB of the TAA apply

A A provisional taxpayer has a standard balance date of 31 March, their 2019 terminal t
IS due on 7 February 2020 and they meet all of the criteria of the UOMI concession
rules in section 120KBB.

A The UOMI concession rules apply where a person is not a safe harbour provisional
taxpayer or an estimator and none of the other special UOMI apjpigier the UOMI
concession rules if all provisional tax instalments are paid in full and on time UOMI wil
apply from the day after the last provisional tax instalment.

A The person is deemed to have their RIT apply at their last instalment date (7 May 201
In this example) for UOMI purposes even though their terminal tax date is 7 February
2020. UOMI will be charged from 8 May 2019.

A If the terminal tax is paid late section 183ABAB will not provide any relief as their
terminal tax is not due on or after 14 February 2020. \

Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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Scenario 8: Late paid terminal tax (due date on or after 14 February@2020)
UOMI Concessionrules in section 120KBB of the TAA apply

A The same facts as for Scenario 7, with the 2019 terminal tax being due on 7 April 2020 as the provisiol
taxpayer has an extension of time via a tax agent.

A The UOMI concession rules apply where a person is not a safe harbour provisional taxpayer or an esti
and none of the other special UOMI applinder the UOMI concession rules if all provisional tax instalme
are paid in full and on time UOMI will apply from the day after the last provisional tax instalment.

A The person is deemed to have their RIT apply at their last instalment date (7 May 2019 in this example
UOMI purposes even though their terminal tax date is 7 April 202aIMI will be charged from 8 May 2019.

If the terminal tax is paid late section 183ABAB can provide relief as that due date is after 14 February

However, the remission of UOMI is only in respect of the late paid terminal tax amount (i.e. UOMI char
from 8 April 2020 on the terminal tax amount only), not in respect of UOMI charged up to and including
April 2020, because that portion of UOMI is not charged due to the late payment of the terminal tax (i.e
portion of the UOMI is always payable whether the terminal tax is paid on the due date or late).

> I
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Intended audience: Provisional tax payers, Businesses & Interme
Inland Revenue
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UOMI remission: impactwhenactualRpfovQ G E G K

A The RIT threshold before a person is a provisional taxpayer or is required to pay
provisional tax increased from $2,500 to $5,000 for the 2021 and future tax years.

A This threshold determines whether a person is a provisional taxpayer in a tax year an
also whether a person is required to pay provisional tax for a tax yeatr.

A For example, if a person has RIT of $3,500 for the 2020 tax year, they will be a
provisional taxpayer for that tax yedfor the 2021 tax year the person will not be
required to pay provisional tax because the threshold has increased to $5,000 RIT.

A When the person filed their 2021 income tax return, their RIT turns out to be
$5,500. The person is a provisional taxpayer for the 2021 tax year (even though they
were not required to make any 2021 provisional tax payments because in the 2020 ta
year their RIT was not at least $5,000).

Intended audience: Provisional tax payers, Businesses & Interme
Inlar!d Revenue
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A Entitlement extended to include

) [==9F@=\rpkhfl == emergency benefit recipients

who are on a temporary visa

Inland Revenue
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Working for Families Tax Credit entitlement criteria

A Previously, emergency benefit recipients with dependent children and who are on a temporar
visa do not qualify for Working for Families (WFF) tax credits. This is because they do not me
the residence criteria for WFF.

A The result is a difference in the financial support that these families can access compared wit
other main benefit recipients with children.

A The Bill allows people on a temporary visa, who would not otherwise meet the WFF residence
criteria, to qualify for WFF if they receive an emergency benefit from the Ministry of Social
Development.

A This ensures that families on a temporary visa who receive an emergency benefit because of
COVIEL9 are able to access a comparable level of financial support to other recipients of mail
benefits.

A This change is administered by MSD and emergency benefits paid by MSD to families on a
temporary visa will be increased by the amount of WFEF tax credits they are eligible for.

Intended audience: Individuals, Families & Intermedic
Inland Revenue
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A Administered by MSD

WINTERENERGY A Doubled for the 2020 year
PAYMENT

A For eligible people:
$900 for single people with no dependent children;
$1,400 for couples and people with dependent children.




Winter Energy Payment

A The winter energy payment (WEP) is assistance paid to help eligible people meet the
household heating costs during the winter months.

A The rates for the WEP have been doubled by Order in Council to $900 per year for

single people with no dependent children and $1,400 per year for couples and people
with dependent children.

A However, this increase in the WEP rates is intended to be temporary and apply for
2020 only.

A The Bill therefore restores the WEP rates from 2021 onwards to their current rates of
$450 per year for single people with no dependent children and $700 per year for
couples and people with dependent children.

Intended audience: Individuals & Fami
Inland Revenue
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A Removes the work hours

IN WORKITAXCOREDI requirement from the IWTC
eligibility criteria
CHANGES

Effective from 1 July 2020




In work tax credits

A The inwork tax credit (IWTC) is an incotested cash payment of $72.50 per week
($3,770 per year) to working families with children.

A To be eligible families must be normally working at least 20 hours a week (sole paren
or 30 hours a week (couples).

A The Bill removes the work hours eligibility requirement from the IWTC.

A This means that working families who have a reduction in working hours as a result of
COVIEL9 do not lose their eligibility for the IWTC.

A Find out more on our websit&upport for families

Intended audience: Individuals & Intermedia
Inland Revenue
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https://www.ird.govt.nz/covid-19/tax-relief/support-for-families

IWTC: Common questions

A Why are you removing the hours test eligibility requirement for theork tax credit?
A This extends eligibility for the-imork tax credit to all families who are not receiving a main benefit
and have some level of employment income each week.
A This is an important change as people may face a reduction of, or variable hours, in the wake of the
COVIEL9. Around 19,000 loamcome families would benefit from this change.

A Is this intended to be a temporary or permanent change?
A This is a permanent change.

A When will this take effect?
A From 1 July 2020.

Intended audience: Individuals & Intermedia
Inland Revenue
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Eligibility for the IWTC & MFTC generally

A For IWTC and MFTC purposes an amount paid by an employer who receives the wag
subsidy is still salary/wages income to the employee.

A The issue raised is whether a person receiving a subsidised salary/wage will meet the

criteria of working the required hours.
A For IWTC a person is required to normally work the required hours but
A For MFTC they must be working the required hours.

A Note:
A The hours requirement for eligibility for the IWTC has been removed from 1 July 2020.

A No change is proposed to the eligibility requirements for the MFTC

Inlar!d Revenue
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IWTC.: Eligibility from now until 1 July 2020

A Customers who have
A had their hours reduced due to COMI®and
A continue to receive qualifying income and
A had an entitlement to IWTC prior to reducing hours

cancontinue to receive IWTC for the period affected by CQ9ID

A Customers who have had to

A stop work due to COVAD® and
A are receiving a subsidised salary/wage and
A and had an entitlement to IWTC prior to their work stopping

cancontinue to receive IWTC for the period affected by CQ9ID

A Customers whose hours would normally reduce at this time of the year, e.g. seasonal
workers, should have their circumstances updated accordingly.

A If a customer is taking annual leave or sick leavarmal rules for IWTC criteria appl
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IWTC.: Eligibility from now until 1 July 2020

A Customers who
A are in business and
A received IWTC prior to COVID
A are unable to work the required hours due to CQ1AD

cancontinue to receive IWTC for the period affected by CQ9ID

A Customers who are made redundant or stop work (includegs®foyed) and go onto
a benefit have no further entitlement to IWTC, until they meet the criteria again.
A Customers who have stopped work,
A met the IWTC criteria prior to COVID
AR2y Qi 32 2y I 0SYSTAL
AR2Yy Qi NBOSAGS | &dza
can nofreceive IWTC

R alfl NRkgl IS
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MFTC: Eligibility when work hours reduced due to GO¥ID

A Customers who have
A had their hours reduced to below 20/30 hours due to CE1@ID
A receive qualifying income based on their reduced hours
A had an entitlement to MFTC prior to reducing hours

can nofcontinue to receive MFTC for the period affected by CQVYID

A Customers who have
A had their hours reduced to below 20/30 hours due to CE&1@ID
A but continue to receive qualifying income for 20/30 hours a week and
A had an entitlement to MFTC prior to reducing hours

cancontinue to receive MFTC for the period affected by CQVYID

A Customers whose hours would normally reduce at this time of theggseasonal
workers, should have their circumstances updated accordingly.

A If a customer is taking annual leave or sick leavarmal rules for METC criteria app!
@ Intended audience: Individuals, Families & Intermedic
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MFTC: Eligibility when work hours reduced due to GO¥ID

A Customers who have had to
A stop work due to COVAI® and
A are receiving the subsidised salary/wage and
A and had an entitlement to MFTC prior to their work stopping

cancontinue to receive MFTC for the period affected by CQYID

A Customers who are made redundant or stop work and go onto a benefit have no
further entitlement to MFTC, until they meet the criteria again.

A Customers who have stopped work,
A met the MFTC criteria prior to COMID
AR2y QiU 32 2y | 0SYSTAlL |
AR2Yy Qi NBOSAQUS | &adzaiRAa
can notreceive MFTC

R alfl NRkgl IS
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A Administered by the Ministry of
Social Development

Any calls to Inland Revenue with regards to eligibility will be
referred to MSD

WAGES: LEAVE

Income tax obligations
GST obligations

Legislation change implemented

PAYE obligations
KiwiSavempacts

A
QJBSIDIES A

A
A

Inland Revenue
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Wage subsidy

A Wage subsidies are paid by the Ministry of Social Development (MSD) to employers,
Including sole traders and the selinployed upon application.

A An eligible employer should apply for the subsidy, which will be passed on to its
employees, through MSD.

A If your employee's usual wages are less than the subsidy, you must pay them their
usual wages. Any difference should be used for the wages of other affected staff.

A Further information on these subsidies, including the business eligibility criteria, is
available on thé&1SD website

Intended audience: All custome
Inland Revenue
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http://msd.govt.nz/about-msd-and-our-work/newsroom/2020/covid-19/index.html

Leave subsidy

A Leave payments for safolation as a result of COVIB were also available to
businesses, including the selhployed and contractors, who satisfy the eligibility

criteria and are prevented from working.

A Further information on these subsidies and applications for assddition leave
subsidy on behalf of an affected employee are available oll#ig website

A The payment does not affect any leave entitlements that are owed and is not available
for those who are able to work from home during their period ofiselation and be
paid normally by their employer.

A From 3pm 27th March 2020 the Leave Subsidy Scheme has been absorbed into the

Wage Subsidy Scheme, preventing applicants from accessing both entitlements at the
same time for workers. As a result, the Leave Subsidy is no longer available for

emplovers.

Intended audience: All custome
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http://msd.govt.nz/about-msd-and-our-work/newsroom/2020/covid-19/index.html

Wage and leave subsidies: Income tax obligations

A The receipt of the subsidy is exempt income for the employer under CX 47 of the
Income Tax Act;

A The employer will not be entitled to an income tax deduction for wages paid out of the
wage subsidy pursuant to section DF 1(2) of the Act.

A The amount of wages paid in excess of the wage subsidy (amounts funded by the
employer) are deductible as normal.

Intended audience: Businesses & Intermedia
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Wage and leave subsidies: GST obligations

A The employer will not be liable for GST on the subsidy received from MSD;

A Legislation change: GST on C@QM Belated payments

A The Goods and Services Tax (Grants and Subsidies) Amendment Order 2020 added-tt® COVID
wage subsidy and the COMI®leave payment to the schedule of Aaxable grants and subsidies
In the Goods and Services Tax (Grants and Subsidies) Order 1992 from 24 March 2020.

A However, the wage subsidy and leave payments have been paid out from 17 March 2020. The Bill

ensures that GST does not apply to payments of the CTMi2ge subsidy and leave payments
from 17 March 2020 until the date the 2020 amendment Order came into force.

A This ensures consistent GST treatment regardless of when payments were made.

Inland Revenue
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Why does GST apply to the COVADelated payments in the first place?

A Government grants and subsidies paid to-&§itered businesses are subject to GST under
the Goods and Services Tax Act 1985. Ifthe G@OWID 4 dz0 a8 A Ré LI eéYSyda ¢
from GST, this would mean that @8distered businesses would have to return GST on the
payments they receive from the government. As a result, this would mean these GST
registered businesses would have less money from the subsidy available for supporting their
staff when compared to businesses which are not registered for GST.

A The recent Order in Council (the Goods and Services Tax (Grants and Subsidies) Amendmer
Order 2020) added the COVID wage subsidy and leave payment to the schedule of non
taxable grants and subsidies for the purposes of the Goods and Services Tax Act 1985. It did
have retrospective effect, so only applies in respect of payments made from 24 March, which
when the Order in Council came into force. The change in this bill ensures that the same
exclusion from GST applies to all payments made since 17 March 2020.

A COVIBL9 related subsidies will therefore not be subject to GST.

Intended audience: Businesses & Intermedia
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Wage and leave subsidies: Employer obligations

A Wage subsidies and s@&blation leave subsidies should be passed on to the employee by the
SYLX 28SNJ I YR LINRPOSaA44aSR la LINIL 2F O0UKS SYLIX
KiwiSaverStudent Loans, child support etc are made as normal.

A If the total wage (subsidy + employer funded pay) amounts to the same wages as previously,
the pay and deductions on their payslip should be the same.

A Whether employers top up the subsidy with cash payments or annual leave is up to them to
arrange with staff. Employees cannot be forced to use their annual leave entitlement.

A Employers should keep accurate records detailing the amount of the subsidy received and
details of the employees it has been paid to, this will assist the employer if MSD request to
review their records later .

A If your employee's usual wages are less than the subsidy, you must pay them their usual wag
Any difference should be used for the wages of other affected staff.

Intended audience: All custome
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Wage and leave subsidies: Employer obligations

A Are there any tax consequences if an employer pays tveegR wage subsidy as a

single lumpsum to their employees?
A For employerg no. As mentioned, the receipt of the subsidy is exempt income and the payment to
Iy SYLX 2éSS Aa y20 RSRdzZOUAGES a2 A0 R2SayQi
A For employees the intention is the subsidy amount is passed to the employee as per their normal
pay cycle, otherwise yes, there are likely to be tax consequences..

A What are the tax consequences for employees?

A Paying the 12veek subsidy to an employee as a lump sum brings up to 12 weeks of income, that
would normally be earned in the next tax year, into this tax year (which ends on 31 March 2020).

A The additional income could move them into a higher marginal tax bracket and result in them
receiving a tax bill when Inland Revenue completes the automatic assessment process later this ye

A If, as a result of receiving the additional income, their total gross income for the year exceeds
$48,000 they will no longer qualify for the Independent Earner Tax Credit;

A 1t may also impact their Working for Families Tax Credits.

Intended audience: All custome
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Home office expenses incurred by employees

A During the COVHI9 Alert Leve#t lock down period many employees are working from
home.

A In some instances, their employer may provide a special allowance to cover the costs
this, however in many cases the employee is expected to bear these additional costs.

A We have been asked whether these costs, or a proportion of the costs can be claimec
as an expense against employment income.

A Noc under current legislation the employment limitation prevents an employee
deducting costs incurred in deriving income from employment.

A There are only very limited types of expenses that can be claimed by individuals who
only earn income from employment, you can find out more on our weldsites of
iIndividual expenses

Intended audience: All custome
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https://www.ird.govt.nz/income-tax/income-tax-for-individuals/types-of-individual-expenses

Wage and leave subsidies: Satfployed customers

A s the wage subsidy received by a-setployed person taxable in the year it is received,
or can it be spread over the ek period?

A Many selfemployed people will receive the subsidy in the 2020 tax year, but (in most cases) only 1
or 2 weeks of it relates to the 2020 tax year.

ALYt YR wS@SydzSa LIRairxdAzy Aa 0KIFIG GKSAS LI &Y
section CG 5B and can therefore be returned in the income year which the income being replaced
would have been derived.

A In practical terms this means an amount received prior to 31 March 2020 can be spread if it relates
to income that would have been derived after 31 March (the 2021 yearr).

Intended audience: Businesses & Intermedia
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Wage and leave subsidies: Satfployed customers

A |Is the wage subsidy received by a-setployed person subject to ACC levies?

A No, under section 14 of the ACC Act, the income must be derived from physical exertion
before it will be liable for ACC levies.

A To ensure the subsidy is not subject to ACC for these customers it is important to return it
I @Othétlncom@ Ay (KS Lwo NXGdzNY o

ALFT A0 Aa AyOf dRGBIFK 2&HSRI NJIO2¥S A KIS/ W{ &X Ff |
whether the amount is liable for ACC levies or not and as a result will charge the levy on tl
entire amount.

Intended audience: Businesses & Intermedia
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INDEX

Wage subsidyBtandard costs for hordmased childcare providers

A A childcare provider (in accordance with Education (HBas=d Care) Order 1992)
who derives gross income from providing a childcare service may elect to deduct the
expenditure as set out in Determination DET 09/02.

A Determination DET 09/02 advises the only two options applicable to educators

providing home base childcare services are:
A Using a standard cost household service.
A Using actual costs supported by appropriate records.

A A childcare provider is not required to file a tax return for that income if both of these
apply:

A After deducting the amount of standard cost under DET 09/02, the customer has a loss or zero
iIncome.

A The customer did not have any other income where tax has not been deducted at source
A Losses are not able to be claimed if using the standard cost method.

Intended audience: Businesses & Intermedia
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INDEX

Wage subsidyBtandard costs for hordmased childcare providers

A ThelR413can be used to calculate the net income under the standard cost method,
the first two components of the formula are:

A. Gross income received for childcare
B. Hours (children are in your household)

A If a customer receives the wage subsidy during the period of the-Cawtert Leved
lockR2 gy GKSY GKAA&a F2N¥Xa LI Npart&dfthaéiféBula® D N
A However, as the actual childcare activity has ceased for the duration of thaolok
0 KS WYdparoeghEte formula, will be NIL.

A This may result in a net income amount for the customer which needs to be included |
their annual tax return.

Intended audience: Businesses & Intermedia
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https://www.classic.ird.govt.nz/calculators/tool-name/tools-h/ir413-worksheet-homebased-childcare-2019.html

Wage subsidy: received by a company for a shareheldployee

A ¢KS a{5 ¢6So60aAusS aidlrisSa aLT @&2dz ¢2N)] FT2N 0KS 06dzAAYyS:
g2N) @e2dz R2 F2N) 0OKS 0dzaAySaas é2dz OFy |LILXeé& F2N dK:
receiving income from the work that they do for the busineBse underlying intent of the subsidy is that it is
passed on, in full, to the person whose income it is intended to replace it is never contemplated that the company
retain the subsidy amount.

A The tax outcome depends on how the company usually pays its shareholder/empldlisesould be regular, and

subject to the usual PAYE deductions, or it could be at the end of the year via a shareholders salary.

A If reqular & subject to PAYE then they should process it as noFivateceipt of the subsidy is exempt income for the
company and the payment to the shareholder is not deductible, so a NIL tax outcome for the compaBy. Wg |l 3Sa Q L
the employee are taxable in the usual way.

A If a shareholders salary is declared at the end of the year the shareholder would usually include in their IR3, ahth# part o
al t I NBE GKSe@ NBOSAYS Aa TFTdzyRSR o0& (KS &adzo aA RBameiules dpglpf a G A £
the company, it is exempt income when received anddawductible when paid out.

AlflK2daAK I aKFINBK2f RSNDA &l NB 3ISy Besdude thé suiRigySsa y U
exemptand notRS RdzOG A6t S G2 ( fodn p@toivineltayadle proiit, tHe2f&ré iynfust be returned
by the shareholdeemployee in additional to any profit allocated as a salary.

Intended audience: Businesses & Intermedia
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Wage subsidy example: Company with employees

A Well Oiled Motors Ltd

A Kiri is a shareholder in a mechanic business, Well Oiled Motors Ltd, in which she regularly is paid &
wage.

AYANR QA o0dzaAy Saa A a-19aRddsENgbIS fordhe wafeFs8bSidy SSRe appiies forh -
and receives a $7,029.60 wage subsidy payment from MSD.

A As Kiri is paid regular wage payments from her company, her pay is ordinarily subject to PAYE anc
other withholding obligations.

A Kiri uses the wage subsidy from MSD to continue to fund her wages overtseRk period the
subsidy applies to.

A Well Oiled Motors Ltd does not have any GST or income tax obligations in relation to the wage
subsidy.

A2Stf hAfSR az2i2NB [GR LINRPOS&daSa YANARQA g 3S:
andKiwisavedeductions will continue to apply to the gross amount paid by MSD.

Intended audience: Businesses & Intermedia
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Wage subsidy example: Sethployed with employees

A Mark, Seemployed Plumber

A Mark is a selemployed plumber with a standard balance date of 31 March.

A He employs Mary pattme to assist with boekeeping and other general administration work that is
required within the business and has afufle apprentice.

A Both Mary and the apprentice receive regular wages.

A As aresult of the impactof COMIRPS al N)] Q&4 odzaAySaa Aa Tl OAy3

A On 27th March he applies for and receives a wage subsidy of $18,259.20 from MSD for himself, hit

@,

Intended audience: Businesses & Intermedia
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Wage subsidy example: Sethployed with employees

A Marks employees

AbtInudpdPcn 2F GKS ¢3S adzoaAREé Aada NBIjdzA NBR
for the 12 week period of the wage subsidy) and

A $4,200 of the wage subsidy is required to be passed on to Mary ($350 per week for the 12 week
period).

ACKSaS |Y2dzyia oAttt 0S UNBIFIGSR a 2NRAYI NB t !
relevantKiwisaverchild support, student loan and PAYE deductions withheld.

ACKAA LR2NIOAZ2Y 2F GKS ¢3S adzoaARe 6KAOK NBf I
manner, regularly through its payroll system and the business will not take this portion of the subsic
Into account when calculating its income tax liability.

A Please note these amounts should not be grossed up, therefore PAYE etc is deducted from the
amounts of $7,029.60 and $4,200 respectively.

Intended audience: Businesses & Intermedia
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Wage subsidy example: Sethployed with employees

A Mark as a seémployed individual
A¢CKS NBYFIAYAY3I bPrInuddcn 2F 0KS 43S &dz
Aal N] A& NBIdANBR G2 | O02dzyd FT2NJ AyO2YS
personal lost earnings.
A Mark will include this portion of the wage subsidy (the $7,029.60), in addition to his regular income
for the rest of the year, in his Individual income tax return (IR 3).
A The income can be spread across two tax years:
Al 4 UKS &ddzooaAReé O20SNAR | MH ©6SS1 LISNA2ZR FTNRY GKS
March 2020, Mark must calculate the part of the subsidy relating to the year ended 31 March 2020 and
include this in his 2020 Individual income tax retuiR 3 (= $418.43 for the 5 days to 31 March 2020). The

balance of the subsidy (= $6,611.17) relates to the period 1 April@BRMarch 2021 and Mark will
include this amount in his 2021 Individual income tax reqUiRS3.

CQJ<

A
i

M2 A
CD/

| NIEY

A There are no GST implications on the receipt of the entire $18,259.20 wage subsidy.

Inlar!d Revenue
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Wage subsidy example: Employees receiving standard pay

A{GSTQa WSG {1ArAa [GR

A Stef's Jet Skis Ltd offers boat tours in Queenstown. It employgif&utitaff and 10 pastime staff.
Its main customers are international tourists. As a result of GO tMas seen a significant
reduction in bookings and, with the closing of the borders, expects this to get worse over the comin
months.

A Stef's Jet Skis Ltd is eligible for the wage subsidy. When it applies for the subsidy, it receives a
$75,158 lump sum payment from the Ministry of Social Development (MSD). Stef's Jet Skis Ltd is
required to pass the subsidy on to its employees. It is not:

A liable for income tax on the subsidy received as this is excluded income
A required to account for GST on the subsidy received
A entitled to an income tax deduction in relation to the portion of wages paid funded by the wage subsidy.

A Stef's Jet Skis Ltd can now afford to pay its staff the equivalent of their regular wage. The subsidy i

AyOf dzZRSR YR LINPOSAaaSR Ay GKS O2YLIl yeQa 2*

student loan and PAYE deductions withheld.
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Wage subsidy example: Employees receiving reduced pay

A Blue Sky Ltd

A Blue Sky Ltd has 40 full time employees. It applied for the wage subsidy when it was first announce
and received a payment from the Ministry of Social Development (MSD) of $150,000 (as per the
initial cap). As Blue Sky Ltd is now eligible for a wage subsidy of $281,184, MSD has made an
additional payment of $131,184 to Blue Sky Ltd. Both payments are excluded income and will not k
taken into account by Blue Sky Ltd when calculating its income tax liability. As the payment is a
subsidy there are no GST implications on its receipt for Blue Sky Ltd.

A The MSD payments are made to the employer to subsidise the gross payment of wages and
therefore remain subject to PAYE and other usual employee deductions. Blue Sky Ltd is only able 1
pay its employee 90% of their regular wage, including the wage subsidy.

A The wage subsidy and (reduced) pay are processed by Blue Sky Ltd in the normal manner through
payroll system, and PAYE and KiwiSaver etc are deducted from the payments, withheld by the
employer and passed on to Inland Revenue.

A Please note that the wage subsidy amount should be included and returned as a gross amou
SYL 28SS03 LJ &> 20 | SG | Y2dzy (o
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Wage subsidy example: Sethployed, no employees

A Selfemployed dance teacher
A AniKowhatus a seemployed dance teacher and provides regular private lessons at her home, as

well as tutoring a couple of dance students at a local high school. She does not employ any other
dance instructors and is not registered for GST. Ani applies for and receives a $4,200 wage subsid

from MSD.

A Ani is required to account for income tax on the wage subsidy received as it is a payment to replac:
loss of earnings. Ani will include the subsidy, in addition to her regular income for the rest of the

year, in her Individual income tax retunir3.

A Please note that the tafxee treatment in respect of employers who receive the wage subsidy for
their employees does not apply to sefhployed people who receive the subsidy for their personal
loss of income. The subsidy will only be tax free as excluded income fegra@elfed person to p
the extent it is used by them to subsidise wages of their employees.

Intended audience: Businesses & Intermedia
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Wage subsidy example: Charity with employees

A Foodbank Wellington
A Food Bank Wellington is a registered charity which operates a small $soahdhop to help

generate funds for the food bank it operates. Although there are volunteers who work in the-seconc
hand shop, it also employs three pame staff who are university students. The charity shop is not
an essential business and will be closed for at least the next four weeks, during the Level 4 lock
down. Food Bank Wellington applies for and receives a wage subsidy from the Ministry of Social
Development (MSD) of $12,600. Food Bank has no income tax or GST obligations in respect of the
subsidy received.

A Food Bank Wellington includes the wage subsidy from MSD in the pay of-iis)painployees.
With the wage subsidy it can continue to pay its employees while it is shut down. The subsidy is
made as a gross payment from MSD and Food Bank Wellington withholds PAYE, KiwiSaver and
student loan from the payments as it would with regular wages.

Intended audience: Businesses & Intermedia
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Wage and leave subsidi&swiSavemmplications

A Can an employee request to have thé&iviSavecontributions suspended while they are

receiving the subsidy?
A The only way employees can stop contributions is by requesting a savings suspension.
A They must request the savings suspension from Inland Revenue, we then notify the employer,
provider and member once we have granted it.
A There are three ways employees can apply, either online throudtiwd$avefpart ofMyIR, by
completing a KS 6 Form and posting it to us, or by calling us. The quickest way isvtiitBugh
A There are a few requirements:

A They have to have been a contributing member for 12 months, unless it is a matter of financial hardship.
A The savings suspension is for a minimum period of 3 months, unless the employer agrees.

A The savings suspension can be granted for up to one year, but can be ended early, and another can be
applied for if they would like to extend it further.

A Find out more owur website

Inlar!d Revenue
Te Tari Taake Published: 01/04/202(

@ Intended audience&KiwiSavecustomers


https://www.ird.govt.nz/covid-19/tax-relief/kiwisaver

Wage and leave subsidi&swiSavemmplications

A A customer can apply for a savings suspension thidytiR
A Log into theMylRaccount
A{ St SXiwiSavedS | ©WO2dzy G GAE ST
A{ St GlaMyiwiSaved | i GKS G2LJ t STd 2F GKS LI 3ST
A{ St SavingsSuspension YR 02 YLJX SiS (GKS NBIljdzZANBR Ay T2N

A If a customer wants to withdraw their funds fratiwiSavethey need to speak with

their scheme provider (not Inland Revenue). To find out who the scheme provider is:
A Log into theMylRaccount

A{ St SXiwiSave®sS | WO2dzy it GAT ST

A{ St GdaMyiwiSaved | & (KS G2LJ €t STU 2F GKS LI 3IST
A{StHy®Bthem® (2 FAYR 2dz20 ¢Kz2 (2 O2ydal OG G2 RA&O
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COVIEL9¢ Government Policy Initiatives
[announced 1% April 2020]

Greater flexibility for taxpayers in respect of statutory tax deadlines;
Changes to the tax loss continuity rules;
A tax loss carripack scheme; .
Measures to support commercial tenants and landlords;
Further business consultancy support.




Inland Revenue Policy Initiative$5™ April 2020

A The COVH9 crisis has had a significantimpact on small and mesized enterprises
(SMEs).

A In recognition of the challenges facing business, the Government has already
Introduced a wide range of measures to assist businesses through the crisis. These
iInclude the wage subsidy scheme, the Business Finance Guarantee scheme, and a
package of business tax changes. While these measures apply to businesses beyonc
just SMEs, they provide substantial benefits to the SME sector.

A More support is needed however, to boost confidence and help SMEs get through the
crisis. In particular, some SMEs are struggling to meet theillabour related fixed
costs, but are not in a position to take on additional debt. Without further support from
the Government, some otherwise viable SMEs may be forced to close down

permanently.

Intended audience: All custome
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Inland Revenue Policy Initiative$5™ April 2020

A The Government has announced a suite of new measures to provide relief for
businesses during the COMI® pandemic.

A These include:

Greater flexibility for taxpayers in respect of statutory tax deadlines;
Changes to the tax loss continuity rules;

A tax loss carfgack scheme;

Measures to support commercial tenants and landlords; and
Further business consultancy support.

RO E

A Note, only the first three initiatives are managed by Inland Revenue
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A Discretion to change due date for

Celziapzs =4lzitap  filing returns & making payments

INRESPEQCIF

A Time limited (18nonths)
STATUTORMYX

DEADLINES A Only available for businesses
affected by COVHDO




Greater flexibility in respect of statutory tax deadlines

A

To help customers manage the impacts of C&¥lEhe Commissioner of Inland Revenue now has a
discretion to vary a requirement under an Inland Revenue Act when it would be impossible, impractica
or unreasonable for a customer to comply as a consequence of QAOVID

Under this new discretion, the Commissioner can extend a due date, deadline, time period or timefram
She can also modify a procedural or administrative requirement, such as the way that something must
done.

The discretion is only available when an appropriate outcome is not possible or is difficult under the
terms of an existing provision in the Inland Revenue Acts.

Any variation made under the new discretion will be published on the Inland Revenue website and will
apply to all customers, unless we specify that it only applies to a limited group of customers or
circumstances.

As the variation will be favourable to customers, it will automatically be applied to the relevant
customers, unless a customer chooses not to apply it. A customer can make that election by taking a t
position, such as in a tax return, or by informing the Commissioner.

Intended audience: All custome
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INDEX

COV 20/01: Election to be a Look Through Company (LTC)

A LTC (lookhrough company) elections for new companies, or companies that were previousigtiven
for the 2019 income year were due on 31 March 2020. However, the Commissioner has extended the
deadline by which that election must be received to on, or before, 30 June 2020.

A LTC elections for existing companies, that were previously required to file an income tax return, electin
to be a LTC for the 2021 income year were due on 31 March 2020. The fully signed and dated election
required before the start of the 2021 income year so for a standard balance date company it was
required by 31 March 2020.

A However, the Commissioner can accept late LTC elections if there are exceptional circumstances outs
the control of the owners and they are signed and dated in the 2021 income yeatr.

A For the purposes of LTC elections, the Commissioner considers thatX908/4D exceptional
circumstance and may allow late elections that are fully signed and dated during the 2021 income yeal
IS important to note the election must be filed as soon as possible and not left to later in the year merel

for convenience. Find out more on our website:
A COV 20/01: Variation to section HB 13(3)(b) of the Income Tax Act 2007
A COVIEL9 LTC elections

Intended audience: Businesses & Intermedia

Inlar!d Revenue
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https://www.taxtechnical.ird.govt.nz/determinations/covid-19-variations/cov-20-01
https://www.ird.govt.nz/covid-19/manage-my-tax/31-march-2020-issues/ltc-elections

COV 20/02: Spreading receipts from the sale of timber

A Income from the sale of timber can be spread back to previous income years. The income m
be allocated between the income year in which it is derived and any 1 or more of the previous
3 income years. Generally, you need to apply to the Commissioner within 1 year after the en
of the year in which you earned the income.

A However, because of the COMI® pandemic, the time for applying to the Commissioner to
spread income back over previous years has been extended. If you derived income from the
sale of timber for income years ending between 25 March 2019 and 31 May 2019, you need t
apply on or before 31 July 2020 in order to spread the income back.

You can apply by logging intyIR
Find out more on our website:

A COV 20/02: Variation to section El 1 of the Income Tax Act 2007
A Income equalisation scheme

>

Intended audience: Businesses & Intermedia
Inland Revenue
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https://www.taxtechnical.ird.govt.nz/determinations/covid-19-variations/cov-20-02
https://www.ird.govt.nz/income-tax/income-tax-for-businesses-and-organisations/income-equalisation-scheme/eligibility

COV 20/03: Changing your GST filing frequency

A

> I

Customers can register for GST oamadhth, 2monthor6Y 2 Yy 4 Kf & o0l aA & @ L-¥ e 2
montly basis, your lastidonth GST return was likely for the period ending 31 March 2020. Because of
the COVIEL9 pandemic, some customers may wish to file on anomethly basis to provide earlier

access to any GST refunds.

Under the GST Act, you need to apply to change your filing frequency. Normally any change takes eff
at the end of the period in which you apply. This means that if you wanted to changenonghifiling
frequency, you needed to apply by 31 March.

However, because of COMIB, the Commissioner has extended the time in which you can apply. If you
had a émonth period ending 31 March 2020 but did not apply to change tmarith taxable period
before 31 March 2020, you can now still apply up until 30 June 2020.

You can apply by logging imhyIR
Find out more on our website:

A COV 20/03: Variation of the application of s15(@YActo extend time to make an application to change GST taxable period
A Changing your GST filing frequency

Intended audience: Businesses & Intermedia
Inland Revenue
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https://www.taxtechnical.ird.govt.nz/determinations/covid-19-variations/cov-20-03
https://www.ird.govt.nz/gst/changing-your-filing-frequency-or-accounting-basis/changing-your-gst-filing-frequency

COV 20/04: Bad debt writdfs

A Before you can claim a deduction for writing off a bad debt, the debt must actually be
written off. This means that if you wanted to claim a bad debt deduction in the income
year ended 31 March 2020, you would need to have written the debt off as bad by 31
March 2020.

A Because of the COVID pandemic, the time for writing of bad debts for the 2020

iIncome year has been extended to 30 June 2020. However, while the timeframe has

been extended, you:

A cannot write off the debts as bad by the end of the 2020 income year as a result of the impacts-29Covid
A can only take into account information that was relevant as at the end of your 2020 income year.

A Find out more on our website:

A COV 20/04: Variation in relation to s DB 31 Income Tax Act 2007 to extend time for writing off bad debts
A BR Pub 18/07: Income Tax and G®Fiting off debts as bad

Intended audience: Businesses & Intermedia
Inland Revenue
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https://www.taxtechnical.ird.govt.nz/determinations/covid-19-variations/cov-20-04
https://www.taxtechnical.ird.govt.nz/rulings/public/br-pub-1807-income-tax-and-goods-and-services-tax-writing-off-debts-as-bad

COV 20/05: Tax pooliggxtending time for transfers

A Customers can use tax pooling arrangements run by intermediaries registered with
Inland Revenue. If a customer underpays provisional tax, we may chaxafanseey
iInterest (UOMI). If a customer pays too much provisional tax, they may receive UOMI
Tax pooling allows customers to pool provisional tax payments, allowing offsetting of
underpayments within the same pool, reducing the amount of UOMI charged.

A In order to use funds in a tax pooling account to satisfy a provisional or income tax
obligation for the 2019 income year, your transfer request by your intermediary must
normally be made on or before either 75 or 76 days of your terminal tax date.
However, if you have been affected by COGMDyour request for the 2019 income
year may be able to be made up to 365 days after terminal tax date.

A You will need to contact your tax pooling intermediary to discuss your eligibility
XO2YyUAYdzZSR 2 |

Intended audience: Businesses & Intermedia
Inland Revenue
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COV 20/05: Tax pooliggxtending time for transfers

A The impact of COVI® means that some customers who would have used tax pooling

O2dz RyQu o06SOldzaS 2F OFakK¥fz2é RAFTFAOM G
has 365 days from your terminal tax date to request a transfer provided:

A your contract with a tax pooling intermediary to purchase tax pooling funds was in place on or before 21 July

2020; and
A between January and July 2020, your business experienced or is expected to experience a significant decline

revenue as a result of COWVID.

A Find out more on our website:
A COV 20/05: Variation in relation to s RP 17B(4) of the Income Tax Act 2007 to extend time for tax pooling

transfers
A Tax pooling

Inlar!d Revenue
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https://www.taxtechnical.ird.govt.nz/determinations/covid-19-variations/cov-20-05
https://www.ird.govt.nz/topics/intermediaries/tax-pooling

COVIEL9 Increase in tax wrHeff threshold

A The threshold for writing off tax to pay has been increased for people using the
automatic tax calculation process. Previously tax to pay of $50 or less was written off
dzy RS NJ G-®ISt @4 d2aioRP OS&aasz odzi GKAA Kl a AyO
financial stress caused by COYED

A People using the autoalc process do not need to do anything to take advantage of the

iIncreased threshold. If the autalc shows tax to pay of $200 or less, it will
automatically be written off.

A Note that this only applies to autalc customers. It does not apply to IR 3 customers.
The threshold will return to $50 next year.

A Find out more on our website:
A Individual income tax: what happens at the end of the tax year

Intended audience: Individuals & Intermedia
Inland Revenue
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https://www.ird.govt.nz/income-tax/income-tax-for-individuals/what-happens-at-the-end-of-the-tax-year

A Moving from a continuity of
23y SNBRBKALI 4Saia
aAYAT NI odzaAay Sa

(HANGESOTHETAX

LOSSONTINUITY A Applies from the 20221 tax
RULES yed!

A Detailed design & consultation in
secondhalf of 2020




Changes to the tax loss continuity rules

A Our current rules are amongst the most stringent in the world, and we recognise that |
this extraordinary time, businesses may need to raise additional capital to remain

afloat.

A The inprinciple announcement gives taxpayers raising capital a level of certainty to
undertake these transactions, while also giving officials time to work through the
detailed design of rules that can be included in a bill in the second half of 2020.

A The Government intends passing legislation before the end of March 2021, and for it 1
apply to the 2020/21 and later income years.

Intended audience: Businesses & Intermedia
Inland Revenue
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Changes to the tax loss continuity rules

A Currently, if a company has more than a 51% change in ownership it cannot keep its tax losses.

ACKS AYINRRdAZOUOAZ2Y 2F | WalYS 2N aAYAfI NI odzaAyS
meet the test, the lgusiness must continue in the same or a simila}r way it did before ownership change:
¢CKAa uSau Aad YZ2ZRSttSR 2y !'dzauN¥tAFQa NIzt Sao

A Some companies will be looking to raise capital to keep afloat now and to recover in the future. Raising

capital may result in a change to the existing shareholder structure. Relaxing the rules will ensure
companies in this position could carry losses forward to offset income when they return to profit.

A Being able to carry forward losses makes the business more valuable to investors. The rules should
Improve access to capital for businesses.

A We understand that some businesses and investors will want to know now if the proposed changes wil
apply to them, however we need to take time to work with the tax community to make the law clear.
There will be public consultation on the proposed changes in the second half of 2020. It is important th:
law changes prevent loss trading.

Intended audience: Businesses & Intermedia
Inland Revenue
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Changes to the tax loss continuity rules example

A A startup firm, Conference in the Clouds Limited (CIC) offers microphone and webcam software. It has
been making large losses in recent years. However, it now wants to scale up significantly, given that m
people are working from home and using videoconferencing.

A Despite its promising eartlevelopment software, banks are unwilling to lend to CIC without it having a
firm revenue base. CIC has approached several investors, and has received an offer from a video
conferencing company;loudcorLimited Cloudco, to inject millions of dollars into CIC in return for a
75% stake in the business. CIC wants to accept the investment, but is wary of losing the value of its
losses, which would be extinguished under the current shareholder continuity test. The government's
VSge WalyYS 2N AaAYAfT I N odzaAySaaQ (Sad SyadaNka
losses because its business will be of a same or similar nature as the business it was carrying on wher
made the losses.

ADAOGSY GKAAXZ 0KS LINAOS / L/ Qa 286ySNA NBOSAOUS F2
greater capital injection) as the ability to carry forward losses makes the business more valuable *r
Investors.

Inlar!d Revenue
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A Allow for carryback of tax losses

A Phase 1Temporary application for
the 2019/20 & 2020/21 tax years.
Legislation passed 30 April 2020

TAXLOSEARRBACK

SCHEME A Phase 2Permanent application for

future years subject to detailed design

& consultation in the secordalf of
2020

Inland Revenue
Te Tari Taake



Tax loss carfgack scheme

A A loss cargpack mechanism enables a firm to offset a loss in a particular tax year
against a profitin a previous year, and receive a refund of the tax paid in the previous
profitable year.

A The proposed mechanism will provide cash to firms that are, or anticipate being, in los
and will be introduced in two phases:

A Phase 1Temporary loss cartyack scheme
A A temporary mechanism has been introduced indhke/IEL9 Response (Taxation and Other
Regulatory Urgent Measures) Bill.

A Phase 2Permanent loss caryack scheme

A The Government proposes a permanent loss daagk scheme, applying to the 2021/22 and later
Income years.

A There will be public consultation about this measure in the second half of 2020.

A You can email us dtisscarrybackissue@ird.govt.nz

Intended audience: Businesses & Intermedia
Inland Revenue
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http://www.legislation.govt.nz/bill/government/2020/0240/latest/LMS340887.html
mailto:loss-carry-back-issue@ird.govt.nz

Phase 1: Temporary loss camgck scheme

A Firms that anticipate making a loss in either the 2019/20 year or the 2020/21 year can
estimate that loss and use that to offset profit in the previous year. In other words,
they can carry that loss back one year.

A This temporary measure enables firms to receive a refund of some or all of the tax
already paid for the year they were in profit.

A It effectively means they cash out all or some of the loss in 2019/20 or 2020/21.

A Without this feature, firms would have to carry forward any loss to a future year when
they become profitable.

A If you do not elect to carry your loss back, it will still be available to carry forward as
normal.

A If you elect to carry back only part of the loss now you can carry back the remainder
later in the year, up until your return is due, any balance remaining is carried forward.

Intended audience: Businesses & Intermedia
Inland Revenue
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How to make a claim

A person can obtain a refund for a previous year they wish to carry back a loss to by:
1. Filing an income tax return and claiming the loss carried back, or

2. If the return has already been filed, by requesting an amended assessment either vie
mylRor by making a request in writing. The easiest and fastest way to request an
amendment is vimylRas this will allow the refund to be paid more quickly, or

3. Revising a provisional tax assessment:

A The timeframe for r@stimating has been extended to until the tax return is filed or the due date.

A In estimating their provisional tax liability, taxpayers can include a deduction for the loss they
anticipate making in the following year.

A 2S | 0Oly2ef SRIS UGKIG GKSNBEQa Y2NB (UKIYy GKS dz
conditions that will prevail. But firms will still be best placed to estimate their own situation and
extending the date to restimate provisional tax to the tax return filing date provides businesses
time to do this.

Inlar!d Revenue
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LCB example: S&mployed individuals

A Kreshmds a seemployed hairdresser and has been unable to operate during the
COVIEL9 lockdown. As a resuit,NJI5 a Khairbdrésaing business made a loss of

$10,000 for the year ended 31 March 2020.

A Y NB a Kairbdr&saing business had made a taxable profit of $55,000 for the year
ended 31 March 2019 and accordinghgshmachooses to carry back her 2020 loss to

the 2019 income year.

A The amendment of her 2019 tax return can be made by making a s 113 request in
writing or amending the return viaylRto obtain a refund of tax.

A Kreshmachooses to amend her 2019 return wiglRas she knows this is the fastest
way of receiving a refund.

Intended audience: Individuals, Businesses & Intermedi
Inlar!d Revenue
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LCB example: Qualifying individuals

A

For the year ended 31 March 2019 Manu paid tax on $94,000 of income, all of which related to wages
YR AYUIUSNBAU AYyO0O2YS KS SINYSR RdzZNAYy3I GKS &SI N
Income yeatr.

In the year ended 31 March 2020 Manu entered into a partnership with Olive, running a small
 O02dzy i Ay3a T ROA&A2NE FANNO® alydz YR ht A@dSQa LI
it was still a new business, only had a small number of clients and it was challenging establishing itself
postCOVIELY.

9 OK LI NIYSNI ¢l a tt20FGSR pnaZnnn 2F 0KS LI N
including his other income, Manu has a net loss of $25,000 for 2020.

Manucancarry his 2020 tax loss back and offset it against his 2019 tax yeatr:
A The loss carry back scheme does not apply to individuals who are qualifying indnitheless yea’As Manu
was not a qualifying individual in the loss year (the 2020 income year), Manu is eligible to carry his loss back.
A Manu would not be eligible if he only received reportable income such as salary, wages and dividends i

2020 loss year. \

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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LCB example: Trusts

A Baldwin Family Trust earned $280,000 in the year ended 31 March 2019 from a
number of commercial properties owned by the Trust. Of this amount, the trustees
distributed $200,000 to the two beneficiaries who included $100,000 each in their
2019 tax returns. The balance of $80,000 was retained by the Trust and taxed as
trustee income for the 2019 income year.

A In the year ended 31 March 2020 the Baldwin Family Trust made a tax loss of $120,0
as a number of its commercial tenants were unable to continue to operate as a result
of the COVIEL9 crisis. The Trust is eligible to carry back its 2020 loss to the 2019 year

A The Baldwin Family Trust can only carry back $80,000 of its 2020 loss to 2019. As
$200,000 of its income was distributed to beneficiaries, the 2020 tax loss cannot be

offset against this amount (i.e. only against the trustee income).
N\

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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LCB example: Rufignced residential rental losses

A

A

Abdul owns a number of residential rental properties. In the year ended 31 March 2020 Abdul
paid $22,400 of tax on his net rental income of $80,000.

In the year ended 31 March 2021 Abdul reduced the rent he was charging his tenants as, due
to COVIEL9, the majority could not continue to afford to pay Abdul the same rent. Overall,
Abdul only received $40,000 of rental income from tenants in the 2021 income year, however
his rental expenses largely remained the same and his total rental deductions for 2021 were
$60,000. As a result, his rental properties made a loss of $20,000. Abdul wants to carry his
$20,000 loss back to the 2020 income year under the new loss carry back provision and cash
out the loss he has made this year.

UndertheringF SYOAyYy 3 2F NBAARSYUOGAFft LINRPLISNI & NIXz !
allowed is capped at the amount of rental income received (i.e. $40,000) and his excess

deductions will be carried forward to the 2022 income year. Abdul cannot carry his excey
rental deductions back.

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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LCB example: Caiimack is limited to the income in the year

A The Daily Story Ltd is an online media site that publishes daily news articles and lifest
stories with a focus on New Zealanders. It proved to be very popular for the year ende
31 March 2019 and made a taxable profit of $140,000.

A However, The Daily Story Ltd has suffered a number of setbacks in the 2020 income
year, both as a result of COMI® and also due to unrelated pressures facing the media
iIndustry. For the year ended 31 March 2020 The Daily Story Ltd made a tax loss of
$180,000.

A The limit of the loss carry back is the lesser of the loss made in the 2020 year and the
profit in the 2019 year so The Daily Story Ltd can only carry back $140,000 of the loss

A The $40,000 excess balance can be carried forward as usual to the 2021 year to offst
against future profits of the company. There must also be sufficient ICA credits
available to allow the refund to be issued. \

Intended audience: Individuals, Businesses & Intermedi
Inlar!d Revenue
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LCB example: Shareholding continuity is required

A HiTech Education Solutions Ltd is a software developmenigiadeveloping
educational phone apps. In the year ended 31 March 2019 it made a taxable profit of

$200,000.

A5dzS (2 GKS O2YLIl yeéeQa &adz00Saa AY -HAMD 2
Developers Ltd bought a 60% controlling stake in the company at the start of the 202(
Income year. This enabledHch Education Solutions Ltd to invest more in expanding

its range of apps and focusing on developing apps rather than sales. As a fésaltt Hi
Education Solutions Ltd made a tax loss for the year ended 31 March 2020 of $150,0(

A As HiTech Education Solutions Ltd did not maintain shareholder continuity of at least
49% throughout the 2019 and 2020 income years it will be unable to carry back the lo
of $150,000 made in the 2020 year to the 2019 year.

Intended audience: Individuals, Businesses & Intermedi
Inlar!d Revenue
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LCB example: Shareholding continuity is required

A Alternatively, if EdiDevelopers Ltd purchased its controlling stake in the company on
31 June 2020, three months into the 2020 income yeafeldh Education Solutions
Ltd can attribute the amount of 2020 loss which relates to the part year in which
shareholder continuity was maintained (i.e. from 1 April 2020 June 2020).

A HiTech Education Solutions prepares parar accounts for the period 1 April 2020
31 June 2020 and determines it made a tax loss of $40,000 for that period. As a resul
of applying a paryear continuity test, Hl'ech Education Solutions is able to carry back
$40,000 of the tax loss it made in the 2020 year and offset it against the total profit it

made in the 2019 year.
A Note that the Government has proposed relaxing the tax loss continuity rules for the

2020/2021 and later income years that may impact whether a breach of sharehor'
continuity has occurred.

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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LCB exampléterest may be charged if losses are eestimated

A

Ken is selemployed and runs a Fish and Chip shop that has been affected byX®@¥itDexpects to
YF1S | t2aa8 Ay (GKS HanHmM AyO2YS @SINWY YSyQa o d:
estimated a loss of $20,000 for the year ended 31 March 2021. Ken has until the 7 May 2020, or the d:
he files his 2020 income tax return, teagtimate his final 2020 provisional tax. Keeggmates his

2020 provisional tax, taking his expected loss to carry back into account, and receives a refund of $3,0
of provisional tax he has already paid.

However, Ken ultimately ovestimated his loss as despite being closed for several weeks his business
al g | adzZNBAS AY RSYFYR 2y0S 2LISN}GAYy3 NBaildNROU
Fish and Chip shop actually made a taxable profit for the year ended 31 March 2021.

Ken files his 2020 tax return in which he has a terminal tax liability of $6,000. Ken therefore has
underpaid his 2020 income tax by $6,000 (based on his provisional tax estimate of nil). UOMI will appl
on his underpayment in accordance with the provisional tax and UOMI rules.

If overestimating a loss carry back results in an under payment of tax, UOMI will apply from the date th
underpayment of tax arose until the underpaid tax is paid. Therefore, Ken will be unable to seek
remission of UOMI under the COMI®UOMI relief provisions. D

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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LCB example: Losses in the 2019/20 tax year

A Golden Beach Kayaking Ltd operates kayaking tours in Abel Tasman National Park a
makes the majority of its income for the year in the summer months. The company
experienced a significant reduction in bookings and a number of cancellations from
early December 2019 as a result of C@MWhich has resulted in it making a loss for
the year ended 31 March 2020 of $70,000. In the prior year the company made a
taxable profit of $95,000 and paid tax of $26,600.

A Golden Beach Kayaking Ltd is eligible for the loss carry back scheme and is entitled t

carry its 2020 loss back to the 2019 year. To do so:
A Golden Beach Kayaking Ltd will need to amend its tax return for the year ended 31 March 2019 to
receive a refund of the overpaid tax in 2019. They can do this by:

A Amending the 2019 tax return viayIR or

) A Making a s 113 request in writing, requesting the amendment of its 2019 tax return.
A The fastest and easiest way to make the amendment mwigdas refunds will be paid more quick D

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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LCB example: Losses in the 2020/21 tax year

A WikiWikiHospitality Limited (Wiki) has had a profitable year for the year ended 31 March 2020. It has
not yet finalised its tax return, but it is expected to return $2m net income. Its final provisional tax
payment for the expected $2m income is coming up on May 7, where it expects to pay $250,000 in tax
has already paid $310,000 in early provisional tax instalments).

A However, because of COVIB, it is not operating at the moment, and does not know when it will be
allowed to resume operating. It is still paying its staff (supported by the wage subsidy scheme) and ren
It seems inevitable that it will make a loss in the year ended 31 March 2021. In early May, the directors
meet with the CFO and forecast some scenarios. In all the scenarios, Wiki will make a loss of $1.5m fc
the yearended 31 March 2021, although some scenarios sees it making a $2m loss.

A Knowing it will face usef-moneyinterest charges if it ovagstimates its loss, Wiki decides to carack
the more certain loss of $1.5mto the 2019/20 year, anélstenate its income for that year to $500,000
(down from $2m). Because it has already paid $310,000 in tax, it pays nothing on May 7, and receives
refund of $170,000 from its earlier provisional tax payment. In short, for the 2019/20 year, Wiki retj=2c
$500,000 of income and pays $140,000 tax, receiving back its earlier payments as refunds. \

Inlar!d Revenue
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LCB example: Groups of companies

A Streamline Supplies Group is a 100% wholly owned group that manufactures and supplies
hospitality and kitchen equipment to a range of commercial operators in New Zealand. Some
companies within the group focus on manufacturing while Streamline Distribution Ltd is
responsible for sales within New Zealand.

A In the year ended 31 March 2019, Streamline Distribution Ltd made a taxable profit of
$420,000. It grouped its profits with other members within the Streamline Supplies Group
which, overall, made a group taxable profit of $2.5 million.

A All companies within the Group faced a downturn in revenue in the 2020 income year due to
COVIBL9. Streamline Distribution Ltd has been the most significantly affected company within
the group and in the year ended 31 March 2020, Streamline Distribution Ltd made a tax loss «
$120,000 largely due to making virtually no sales in the last quarter of the 2020 income year.

Streamline Distribution Ltd wishes to carry back its loss to the 2019 income year and off »
against other companies in the Group. XO2y UAYydzSR 3 é\

Intended audience: Individuals, Businesses & Intermedi
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LCB example: Groups of companies

A Before Streamline Distribution Ltd can group its carry back loss and carry back to the
2019 year it must first make maximum use of the ability to group the loss in the 2020
year itself with its other 100% wholly owned companies in the Group.

A Together the other members of Streamline Supplies Group (excluding Streamline
Distribution Ltd) made a taxable profit for the year ended 31 March 2020 of $90,000.
Streamline Distribution Ltd must first group its loss of $120,000 with the other Group
companies. As a result, the tax loss available to carry back to the 2019 year is $30,00

A Streamline Distribution Ltd can carry back $30,000 of its 2020 tax loss and offset this
against the 2019 profits of other companies in Streamline Supplies Group.

@,

Intended audience: Individuals, Businesses & Intermedi
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LCB example: Charitable donations s.1Z 8(2)a)

A Jack operates a handyman business as a sole trader. Jack was retired for most of 20:
but towards the end of the year decided to start up his handyman business to keep
himself busy. As it was only operating for a few weeks during the last quarter of 2019,
F2NJ 0KS @SIN) SYRSR om al NOK HamdpZ W O]

A Jack decided to donate some of his small 2019 profit. He donated $2,000 for which he
received a tax credit of $666 for charitable donations he made during the year.

AC2NJ 0KS &@SIFNJ SYRSR om al NOK Hnanun WFO1Q
know whether he can carry back the full 2020 tax loss to 20197

A As the loss carry back provisions do not allow a loss to be carried back and offset
against donations for which a tax credit has been claimed, Jack can only carry back
$3,000 of his tax loss to the 2019 year. The balance ($2,000) can be carried fOl’V\
2T FaS0 FdzidzNBE &SIFNBEQ LINPFAGED A

Intended audience: Individuals, Businesses & Intermedi
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LCB exampl@ime bar is extended if a return is amendedto
include a carried backloss

A Snow Ski Resort Ltd filed its 2019 income tax return declaring $1 million of profit on 3:
March 2020. The time bar for Snow Ski Rgsart RQ2Sitax return is effective from 31
March 2024.

A Following a challenging 2020 operating year, Snow Ski Resort Ltd makes a $1 million
loss for the year ended 31 March 2020. The company elects to carry back its 2020 |os¢
to 2019 and files its 2020 income tax return with losses reduced by $1 million and see
amendment to its 2019 assessment to reduce taxable income to nil, which IR
accepts.Snow Ski Resdrt i RQGitax return was filed on 31 March 2021 and
therefore the time bar for the 2020 year Is effective from 31 March 2025.

A IR later investigates the 2020 ye#rthe Commissioner reassesses the 2020 year on

(or before) 31 March 2025 she can also reassess the 2019 year at the same timE
N
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Is the loss carAgack scheme compulsory?

A No. Itisvoluntary.

A Firms will also be able to choose how much to carry back (subject to limits described
elsewhere). Lossdklat arenot carried back will be carried forwagdbject to the
continuity rules.

A Note that the Government has proposed relaxing the tax loss continuity rules for the
2020/2021 and later income years that may impact whether a breach of shareholder

continuity has occurred.
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Why is the loss carlyack scheme temporary?

A The government recognises the urgency to respond to the G@NBd economic
conditions. Consequently, it has moved at speed to introduce this measure.

A The Government plans for some form of tax loss carry back to be a permanent featur:
However, as a major innovation for our tax system, we want to take it carefully.

A Therefore there will be a standard policy development process, involving consultation
with the private sector, later in the yeamwith a view to introducing a permanent carry
back scheme for 20222.

A You can email us your thoughts on the permanent scheme proposaisatarryback
ISsue@ird.govt.nz
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More information about the Loss CaBack scheme

You can find out more about the loss cdrack scheme on our website:

A COVIEL9 Temporary loss carback scheme

A Eligibility for loss carfyack

A How loss carrpacks affect your tax and other obligatipwhich provides guidance on:
A Donation tax credits;
A Working for Families tax credits, Student Loans, and Child Support;
A Shareholder salaries paid, Dividends paid, Subvention payments made and Group offsets;
A Time bar
A Outstanding debt & UOMI;
A Self assessment;
A Residential rental property riffigncing.

A Claiming the loss carback

A Where on your return to claim the loss caoackfor:
ALYRAQGARdIzZEE 4 / 2YLI YyAS&aZ tIFNIOYSNERKALA 3 [¢/ Qazx ¢

superannuation funds.
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Small Business Cashflow (loan) Scheme




A Read theannouncemenfrom

SVALLBUSINESS the Government
CASHFLOWLOAN

A Apply vianylRfrom 12 May 2020
SCHEME until 24" July 2020



https://www.beehive.govt.nz/release/government-boosts-cashflow-support-small-businesses

Small Business Cashflow scheme

A Small to medium business owners, including sole traders and thengelibyed, may
be eligible for a oneffloan if they have been adversely affected by CQ9ID

A The Small Business Cashflow (Loan) Scheme (SBCS) has been introduced to suppot
businesses and organisations struggling because of loss of actual or predicted revent
as a result of COUI®. They must have 50 or fewer ftithe-equivalent employees.

A Inland Revenue will administer the payments and repayments of this scheme.

A Applications will be open from 12 May 2020 t&'24ly 2020 inclusive.

A Inland Revenue does not have discretion to extend the application period beybad22020.

A Eligible businesses and organisations are entitled to -@fh@an. The maximum loan amount is
$10,000 plus $1,800 per faime-equivalent employee.

A The annual interest rate will be 3% beginning from the date of the loan being provided. Interest will
not be charged if the loan is fully paid back within one year.

A More info,terms & conditionare on our websiteZOVIEL9 Small Business Cashflow Scheme (SBCS)

Intended audience: All custome
Inland Revenue

Te Tari Taake Published: 01/05/2020. Updated 16/06/20


https://www.ird.govt.nz/-/media/Project/IR/Documents/COVID-19/Small-business-cashflow-loan-scheme.pdf
https://www.ird.govt.nz/covid-19/business-and-organisations/small-business-cash-flow-loan

SBCS: Eligible businesses & organisations

A Your business or organisation is eligible to apply for the SBCS loan:
A If you have received the wage subsidy for all of your employees
A If you included all your employees in the wage subsidy application, you are eligible for the SBCS loan if yc
wage subsidy was $351,480 or less. This equates to -fithilemployees.
A If you have received the wage subsidy only for some of your employees
A You are only eligible for the SBCS loan if the amount of wage subsidy you would have received, if you'd
included all your employees, was $351,480 or less.
A 1f you did not apply for the wage subs{gyu do not need to have received the wage subsidy to receive a loan)

A You can still receive the SBCS loan if you are eligible for a wage subsidy of $351,480 or less if you were t
apply for all your employees.

A Check if your organisation is eligible for the wage subsidy using the information at Work and Income or the
COVIBELY9 Wage Subsidy eligibility tatlbusiness.govt.nz.
A Commonly owned groups of businesses and organisations

A These groups will be treated as a single firm when applying the eligibility cap ofistefatjuivalent
employees and for the purposes of assessing the available loan amount.

Intended audience: Businesses & Intermedia
Inland Revenue

Te Tari Taake Published: 19/05/202(


https://www.business.govt.nz/covid-19/wage-subsidy-eligibilty-tool/

SBCS: Are any industries or sectors excluded?

A The same eligibility requirements apply to the Wage Subsidy and the SBCS.

A The only industry excluded from the Wage Subsidy eligibility criteria were State Secto
organisations.

Al 26SOSNE GKSNB INB a2YS FOGAQGAGASE (KL
the purposes of the eligiblility criteria, such as owning property when you are not
actively managing that property (i.e. passive rental investment).

Intended audience: Businesses & Intermedia
Inlar!d Revenue
Te Tari Taake Published: 19/05/202



SBCS: BFGS vs. SBCS

A Can | apply for the BFGS and the SBCS?

A Yes, if your business meets the eligibility criteria for both schemes then you can apply for both.

A Why are the loan terms different for the BFGS and the SBCS?

A The two schemes have different target groups;
A The SBCS is targeted to smaller businesses/organisations;
A The BFGS is more suitable for more-sigé firms.

A Will borrowing from the SBCS impact my ability to borrow under the BFGS?

A For advice on whether the SBCS loan is right for you, speak to your financial advisor or tax agent.
may also wish to seek legal advice on your obligations if you take out an SBCS loan and whethery
need to obtain the consent of your bank or another lender to your business or organisation.

A We do not provide financial or legal advice.

A Inland Revenue does not administer the BFGS.
A BFGSBusiness Finance Guaranteed Schem&BCSsmall business Cashflow Scheme
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SBCS: Your business must be viable

A To be eligible for the SBCS loan your business or organisation needs to be viable anc
you must have a plan to ensure it remains viable. This generally means the directors «
owners have good reason to believe it is more likely than not the business or
organisation will be able to pay its debts as they fall due within the next 18 months.
Your accountant may be able to provide this advice.

A 2dz Ydzald (1SSLI Iyé SOARSYOS 2F (UKS 0dzaa
time of requesting the loan, as we may audit your application.

A Evidence might include, for example:
A A casHlow forecast for the business or organisation for the short term.
A A plan for where revenue will come from in future market conditions, and a forecast of that revenue
A Financial statements showing the business or organisation has enough resources to sustain itself
when including the SBCS loan.
A, 2dz2NJ I O02dzy il yiaQa aaSaaySyid GKIFIG GKS o0dzaAy !
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SBCS: How will IR determine if the business is viable?

A What is the definition of a viable business?
A This generally means the Directors or owners have good reason to believe it is more likely than not
the business or organisation will be able to pay its debts as they fall due within the next 18 months.

A What does a business have to provide to evidence that they are solvent when applyin

for the loan?

A To apply for the loan you must be considered viable and have a plan in place to remain viable. You
must keep evidence of the ongoing viability of the business. You do not need to provide this
information to Inland Revenue at the time of applying for the loan but must retain it so that you are
able to supply it if you are audited later.

A If a customer is having cashflow difficulties and is unable to pay tax will Inland Revent

use this information to conclude that the business is not viable?
A The business or organisation is required to declare that it has a plan to remain viable. That plan will
need to address any cashflow issues and how they intend to deal with those to remain viable.
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SBCS: Maximum loan size

A The maximum size of the loan you can get depends on the numbertihis|

equivalent employees calculated from wage subsidy funding.
A Itis $10,000 plus $1,800 per ftithe-equivalent employee.
A The maximum loan is $100,000.
A Sole traders can receive a loan of up to $11,800.

A You have the option to accept the full loan amount offered or a smaller loan. You can
only make one loan application and no amendments can be made after the loan has
been applied for.

A To determine the number of fulime-equivalent employeesdivide the wage subsidy
amount (that you received or would have received if you applied for all your
employees) by $7,029.6@he wage subsidy received for one full time employee. The
result will be rounded up to the nearest ftithe-equivalent employee. -

oaoo

A Use thecalculator on our websit® work out how much you could borrow et=il
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https://www.ird.govt.nz/covid-19/business-and-organisations/small-business-cash-flow-loan/maximum-loan-size

INDEX
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no longer employed by the business?
A If your business applied for the wage subsidy then the amount of loan you are eligible for is based
the amount of the wage subsidy you received
A If your business did not apply for the wage subsidy then the amount of loan you are eligible for is
0 &SR 2y UKS ydzYOSNI 2F C¢9Qa SYLX 28SR o0& (K¢
A Please refer to the wage subsidy calculation information issued by MSD.
A5283a GKS ydzyoSNI2F C¢9Qa AyOf dzZRS &AKI NB
A Yes, if those shareholder employees received the wage subsidy. If they did not apply for the wage
subsidy but would have been eligible had they applied.
Al 246 A& GKS ydzZYoSNI2F C¢9Qa OFf Odz F G SR
A The number of employees across the entire group is used as the basis for the loan;
A If the number of employees across the group exceeds 50 then the group is not eligible for the SBC:
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A Scott's Signage has 8 ftithe and 4 partime employees andiould haveeceived
$73,036.80 in wage subsidies.

A For the purposes of the maximum loan size, Scott's Signage is considered to have 11
full-time-equivalent employees.

A $73,036.80 divided by $7,029.60 is 1.0rdunded up to 11.
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SBCS example: Do | have to borrow the full amount?

A Scott's Signage is considered to have 1itifu#-equivalent employees and is eligible
for a loan of $29,800;

A Scott estimates that the core operating costs he needs the loan for are only $20,000;

A Scott applies for a Small Business Cashflow Loan of just $20,000, he does not need t
borrow the full amount the business is eligible for.

@,
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SBCS example: Can | apply for some now and more later?

A Scott's Signage received a Small Business Cashflow Loan on $20,008ay 2620;

A Two weeks later Scott realises he underestimated his core operating costs and wants
borrow the remainder of the amount he was eligible for ($9,800);

A Scott knows he has until 24uly 2020 to apply for the loan so makes enquiries about
how to submit a second application;

A Unfortunately Scott can only makaeloan application so he can not apply for the
remainder of the amount he was eligible for. %
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SBCS: Applying for the loan

A Businesses and organisations will be able to apply for the SBCS loan thytRgh

~ it Vo o 4
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A Businesses withoutraylRaccount will need to create one to apply for the SBCS loan.
A Applications will be open from 12 May 2020 t& 24ily 2020 inclusive.

A Financial or legal advice
A For advice on whether the SBCS loan is right for you, speak to your financial advisor or tax agent.
A You may also wish to seek legal advice on your obligations if you take out an SBCS loan and whet|
you need to obtain the consent of your bank or another lender to your business or organisation.
A Wedo notprovide financial or legal advice.

Inlar!d Revenue
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SBCS: Applying for the lcamhat you need to do

> > > >y D

>\

Provide your New Zealand Business Number (NARN)nesses and organisations without an NZBN will need
to obtain one before applying for the loanvat/w.nbnz.govt.nz

Confirm your business or organisation is experiencing a minimum 30% decline in actual or predicted revenu
from Jan 2020 to June 2020 as defined invthge subsidy scheme

Confirm your business or organisation existed before 1 April 2020.

Confirm your business or organisation is viable and ongoing, you have a plan to ensure it remains viable anc
ongoing, and you are keeping evidence we can use to check this.

| 2V FANY @e2dzQff dzaS GKS 2Ly G2 LIe& F2N O2NB 2 LISN.
etc)

Confirm the loan will not be passed through to the shareholders or owners of the business or organisation, fc
example, by a dividend or a loan to the shareholders or owners.

Confirm you have the appropriate authority to commit your business or organisation to this loan. Tax agents,
Bookkeepers, Nominated Persons and Other Representatives cannot apply for the loan on your behalf.
Confirm you are 18 years or over and have the legal right to apply for the loan.

Confirm you are aware we are not providing financial or other advice regarding this loan.

Intended audience: Businesses & Intermedia
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SBCS: Who can make an application for the loan

A Can an executive office holder of a company apply?
A As long as the executive office holder is authorised to apply for the loan on behalf of the borrower
FYR KIF& Fy W24y SNDMytRaceEoanythey RilNde able ® apl;Y LI Yy A S &
A They will be required to declare that they have the legal authority to apply for the loan.

A Can my tax agent apply on my behalf?

A No as completing the application confirms you are authorised to apply for the loan , that you meet
the eligibility criteria for the loan and that you will repay it. It is important that you accurately
complete your application and read the terms of the loan carefully to understand your obligations
under it. See the next two slides for more information on this.

A Can someone nominated to act for me in relation to my tax affairs apply on my behalf?
A No as completing the application confirms you are authorised to apply for the loan , that you meet
the eligibility criteria for the loan and that you will repay it. It is important that you accurately
complete your application and read the terms of the loan carefully to understand your obligations
under it.

Inlar!d Revenue
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SBCS: Tax Agents cannot apply on behalf of their clients

AhdzNJ £t St G4SI'Y KIFI @S | ROAASR -iOKesponséd, & LI
Inland Revenue is administering the Small Business Cashflow (Loan) &tbeiadf
of the Crown.There is authorising legislation to enable this but only to the extent
NBEIljdzZA NBR (2 &a4dzLILI2Z NI GKS {OKSYSQ&a | RYAY
A¢tKS {OKSYS A& yheloanlcontadtis Enteredhtd®betdz@niitide
applicant and the Crowrlit is important that the applicant accurately completes their
application and reads the terms of the loan carefully to understand their obligations

under it.This is because completing the application confirms that the applicant:
A is authorised to apply for the loan
A meets the eligibility criteria for the loan, and
A will repay it.
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SBCS: Tax Agents cannot apply on behalf of their clients

Al da GKA&a A3d yv20 I WilIEQ LINRPRdOGZ LYyfl VYR
have been authorised to enter into loan contracts on behalf of their clients and, given
the volume of expected applications, and thedek period for applications, the
process has been designed to allow only the individual or entity concerned to apply fo

the loan.

A Our design does recognise the important role tax agents and intermediaries play in

supporting customers with their obligations. For example:
A Before applying for the loan we have suggested customers seek advice from their financial advisor

tax agent;
A Agents and intermediaries who have the appropriate authority to act for their clients, are able to lin

12 OUOKSANI Of ASyiQa ft2Fy | OO02dzy i G2 4SS UKS f:
loan.
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SBCS: Commonly owned groups

A The purpose of the loan scheme is to assist small to medium sized businesses of up-tiong&o full
equivalent employees.

A A commonly owned group of businesses is (generally) considered to be one where each business has
same combination of owners. It does not matter whether those owners have the same proportion of
ownership in each business.

A In addition, a business may also be treated as being in a commonly owned group if it is in substance p
of a larger group of businesses. For example, this may occur where:

A The group has a dominating shareholder or group of shareholders and the businesses operate
together as if they were one.

A The group of businesses involves a complex ownership structure where the overall control is
centralised, and the businesses are in substance one enterprise.

A We ask loan applicants to evaluate this requirement honestly and in good faith, on the basis that the lo

scheme has been designed to assist small to medium sized businesses and is not intended to benefit

large businesses or organisations, which control multiple small to medium sized businesses or
organisations.
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SBCS: Commonly owned groups

A Where a business or businesses which are in substance part of a larger group receive
loans in contravention of the policy intent, the Commissioner may reconsider their
eligibility for the loans and may ask the businesses to repay the loan amounts early.

A Where a commonly owned group of businesses and organisations collectively have n
more than 50 futtime-equivalent employees, each business or organisation will be
entitled to apply for a loan based on the number of employees employed by each
iIndividual business.

A Where a commonly owned group of businesses and organisations collectively have
more than 50 futtime-equivalent employees, none of the businesses in the group will
be eligible for a loan.
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SBCS example: Commonly owned groups

A David and Brandon are brothers and are the shareholders in two companies.
A Each company operates a burger business.
A Each business employs 15-tirie-equivalent employees.

A David is a 60% shareholder in each company and Brandon is a 40% shareholder in e
company.

A The two companieare eligibldor a Small Business Cash Flow Loan because they both
have the same owners and, collectively, the companies have less thantioetull

equivalent employees.
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SBCS example: Commonly owned groups

A Sabrina is the sole shareholder in two companies.
A Each company operates a bakery business.
A Each business employs 30-tirie-equivalent employees.

A The two companiegre not eligibldor a Small Business Cash Flow Loan because they
both have the same owner and, collectively, the companies have more than 50 full
time-equivalent employees.

A Note: Sabrina cannot choose to apply for only one of her companies in order to receiy
the loan, all companies within the commonly owned group must be considered.
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SBCS example: Commonly owned groups

A Rebekah and Naomi are sisters and are the shareholders in two companies.

A Each company operates a plumbing business.

A Each business employs 40-tirie-equivalent employees.

A Rebekah is a 80% shareholder in company A and 20% shareholder in company B.
A Naomi is a 20% shareholder in company A and 80% shareholder in company B.

A The two companieare not eligibldor a Small Business Cash Flow Loan because they
have the same owners and, collectively, the entities have more than 5@kl
equivalent employees.
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SBCS example: Commonly owned groups

A Emma and Rachel are equal partners in a law partnership, which hastzoefull
equivalent employees.

A Emma and Rachel are also 25:75 shareholders in a company that operates a real est
business and has 25 ftiline-equivalent employees.

A Both the law partnership and the real estate compaireyeligibldor a Small Business
Cash Flow Loan because they both have the same owners and combined have no mc
than 50 fulltime-equivalent employees.

A Note: If combined the fulime-equivalent employees is more than 50, neither the
partnership nor the company would be entitled to the loan.
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SBCS: Receiving the loan

A Once approved, most applicants will receive their loan payment in full from us within E
working days.

A It will be paid to the bank account showmiglR(you can update your bank account in
mylR.

A You will be able to view the loan balanc#iyiR

A There will be no loan adjustments for any tax debt owed and the loan is not subject to
iIncome tax or GST. You will be able to claim deductions for expenditure funded by the
loan.
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SBCS : What can | use the loan for?

A What can | use the loan for?
A The loan can only be used to pay for core operating costs, such as rent, insurance, utilities, supplie
payments, rates, etc
A You cannot use the loan to pay your staff or supplement staff wages or to pay outstanding tax debt
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SBCS: Repaying the loan

A You will have 5 years (60 months) to pay off the loan. Our usual repayment options w
be available, including the ability to set up instalments.

A Loans will be subject to an annual interest rate of 3% from the date it is provided by u:

During the loan period, the following general rules apply:
ALT @&2dz NBLI & OUKS 21y Ay FdzZf 6AGKAY ™M &SI NJ
A If you do not repay the loan in full within 1 year, you will be charged interest for the entire term of

the loan.

A Repayments are not compulsory in the first 24 months, voluntary payments can still be made over
this period.

A After 24 months, you will be required to make regular payments for both the principal and interest.

Inlar!d Revenue
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SBCS: Repayment obligations

A How long will | have to pay off the loan?
A 5years

A How soon can | set up a payment plan to start repaying the loan?
A Repayments are voluntary in the first 24 months however you can choose to setoib @ne
regular repayments before this time if you wish
A You can set this up MyIR

A Willl be penalised for early repayment?
A No, you are able to fully repay your loan at any time during the loan term, there is no penalty for
early repayment.

Inlar!d Revenue
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SBCS: Repayment obligations

A What will the minimum repayments be after the payment free period?
A The balance of the loan, plus interest will be spread over regular instalments for the remainder of tt

loan term;

A What frequency of repayments are required?
A After 24monthsregularepayments of both principal and interest are required. We will tell you
closer to the time what these amounts are and the frequency of these.
A You may choose to make those payments weekly, fortnightly or monthly;

Inlar!d Revenue
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SBCS: Repayment obligations

A If my business fails how long will | have to pay the loan back?
A If your business fails or you cease to carry on business you must notify us and we may give you no
that your loan is immediately payable..

ALFT L OFyQh LI & AdG oFO1 é6Aff AG FFFSOU
A The contract allows us to share information with any debt recovery agency for collection and with
any credit reporting agency.

A2 KId KFLILISYad AF L Kyeds3y Qi LI AR Al ofF O}
A Inland Revenue will undertake collection activities, this includes taking into account business
circumstances in terms of ability to address outstanding debts.
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SBCS: Contact us about the scheme

A Before you contact us, check out thmall Business Cashflow Scheme (S3CGEIr
gSo0aArAusST Fa A0 YlIeée KIFEGS O0KS FyagSN ez2d

A If you have further questions or requests related to the SBCS you can either:
A send a secure message through ymytRaccountc please select category Small Business Cashflow
(Loan) Scheme (SBCS)
A complete the 'Request a céihck’ form on our website.

A Our team will contact you as soon as they can.
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SBCS: Publication & Reporting

A Will my name/ a companies name be published as a result of taking up this loan?
A No, there is no intention to have a publicly available record like the wage subsidy.

A What reporting will be made publicly available?
A Loan performance and value of the loan book will be subject to accounting standard requirements.
A Regular reporting on loan performance, for instance number of applicants and number of loans

granted, is planned.

A What ongoing information are borrowers required to provide Inland Revenue?
A No regular reporting is required however you must notify us if any event of default occurs. You mus
be able to show you are complying with the declarations as per the loan application should you be
audited by Inland Revenue and provide us with informatti@guested.

A What will Inland Revenue be doing to identify fraudulent applications and/or make sure

the funds have been used for core operating costs?
A Compliance checks will be undertaken as part of Inland Revenue's audit programme.

Inlar!d Revenue
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SBCS: Inland Revenue cannot give financial advice

A Inland Revenue cannot give financial or legal advice on the loan, so we cannot answer

the following:

A |s the SBCS loan right for me or my business?

A Do | need to declare this as debt when applying for other loans?

A Do | have to advise the bank if applying for a BFGS loan if my request for the new government
scheme is declined?

A Will my partner also be responsible for the debt?

A My business is a company, if | take out the loan for the company and it fails will | be personally
responsible to pay it back?

A Are all the companies owners jointly liable for this debt?

A What happens in the event of default, i.e. what claim could you have against my personal assets?

A Will there be any penalties if | can't meet the minimum repayments?

Intended audience: Businesses & Intermedia
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COVIEL9¢ Government Policy Initiatives
[announced 28 May 2020]

COVIEL9 Income Relief Payment




A Administered by Work & Income

A Available for 12 weeks from 8

COVIEL9 NCOME June

RELIEIPAYMENT ,
A $490 or $250 per week

A Not subject to Income Tax




COVIEL9 Income Relief Payment

A On 2% May 2020 the Government announced a new temporary payment to support
New Zealanders who lose their jobs due to the global CO3/Handemic, to adjust

and find new employment, or retrain.

A The payment will be available for 12 weeks from 8 June to anyone who has lost their
job due to the impact of COVID since MarchsL It will pay $490 per week to those
who lost fulltime work and $250 for patime. The payment will not be taxed.

A The scheme is administered by Work and Incani@?IEL9 Income Relief payment

A Read more:
A Government announcement
A Policy factsheet
A Questions & Answers

Intended audience: All custome
Inland Revenue
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https://www.workandincome.govt.nz/covid-19/income-relief-payment/index.html
https://www.beehive.govt.nz/release/new-payment-support-kiwis-through-covid
https://www.beehive.govt.nz/sites/default/files/2020-05/COVID%20Income%20Relief%20Payment%20fact%20sheet%20FINAL.pdf
https://www.beehive.govt.nz/sites/default/files/2020-05/COVID-19%20Income%20Relief%20Payment%20Q%20and%20A%20FINAL.pdf

COVIEL9 Income Relief Payment: Tax treatment

A The Government have confirmed that the CO1@Dncome Relief paymentrist
subject to tax.

A We have been asked to consider whether there are any other consequences for socie
policy products that Inland Revenue administers:

A The payment isotincome and is therefore not liable for student loan deductions;
A The payment inot income and is therefore not liable for KiwiSaver deductions;
A The payment inot income so is not included in a persons Child Support liability calculation:

A The amount igxcludedrom Family Scheme Income for the purposes of Working for Families Tax

Credit entitlements.

Intended audience: All custome
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Miscellaneous issues

Filing returns & making payments Insurance proceeds

31 March 202 issues & impacts GST
International disclosure requirement&mployee allowances & reim
Tax residency issues Fringe Benefit Tax

Student loans Oaths & Declarations



A GST filing & paying

A Employer obligations filing &
paying

A Making payments to IR

VAUSINIES SR A ISNEEST A Difficulty paying tax

A Closure of Westpac branches

A Income tax refunds & ICA returns

HLINGRETURNS




Goods and Services Tax

A We understand that business owners are under pressure and tax compliance can adc
to their stress, however we cannot change or extend the legislated due date for filing

GST returns.

A The most important thing is for customers to file, even if they cannot pay, so that
Inland Revenue, and the Government, havdatdate information about what is
happening in the New Zealand economy.

A If customers cannot pay their GST now they can go online and set up an instalment
arrangement that suits them.

A If you are concerned about the financial consequences of not paying on time, please
read the information on our approach tése of Money Interest remission

Intended audience: Businesses & Intermedia
Inland Revenue
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Employer Obligations

A2S 1y2¢ A0Qa OKFIfttSy3aAaAy3a FT2NJ Odzad 2 YSNE
Employment Information each payday. However, filing Employment Information
ensures information about employees is up to date and accurate and will also help
adzLILI2Z N Fyeé LI AOFOA2Y F2NJ 0KS D2 ISNY
required) given the current context of COMID

A Employment information is critical to our ability to complete the automatic assessment

process for the 2020 tax year and release any resulting refunds to New Zealanders w
need them now, more than ever.

A If you are concerned about the financial consequences of not paying on time, please
read the information on our approach tése of Money Interest remission

Intended audience: Businesses & Intermedia
Inland Revenue
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Making payments to Inland Revenue

A As many of you will know, IR no longer accepts cheques. This may impact some
customers who are unable to go to Westpac and pay over the counter (due to-COVID
19 restrictions). We understand customer concerns, but want to reiterate that, if
customers are unable to pay taxes on time due to the impact of COVID19, we will
dzy RSNEUOFYR® tfSFaAS SyadzZNE GKSeé 3ISoff Ay
any penalties and interest.

A As a reminder, there are several optiemsth internet banking or usingylRbeing the
easiest. Businesses can also make credit card or debit card payments over the phone
set up direct debit payments through themylRaccount. Find out more on our
website:\Ways of paying

A Our next Business Transformation stage will also include a newasedfjed phone
payment option (for debit and credit cards).

Intended audience: All custome
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https://www.ird.govt.nz/managing-my-tax/make-a-payment/ways-of-paying

Difficulty paying tax

A If you're having difficulty paying outstanding tax, we can help. If you'd like to break
down your payments, you can set up an instalment arrangememnyliR

A You can also apply for a weidf due to serious hardship if you know you won't be able
to pay the full amount. If we grant relief from payment due to hardship and you have
losses to carry forward, these losses will be reduced in proportion to the amount

written off.
A Alternatively, you can send us a disclosure of financial position f&590 or call us
on our Adverse Events line at 0800 473 566.

A Find out more on our websit&ifficulty paving tax

Intended audience: All custome
@ Inlar!d Revenue
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https://www.ird.govt.nz/covid-19/tax-relief/difficulty-paying-tax

Closure of Westpac branches

A Westpac offices will be open one day a week (Wednesdays) during the nationwide
lockdown in response to COVIB. As a result, taxpayers who pay their tax obligations
via their local Westpac branch will only be able to do so on Wednesdays.

A If your business is unable to pay its taxes on time due to the impact of DWW
dzy RSNEUOFYRE €2dz R2y Qi ySSR (2 Oz2ydl Of
OFy>Y FTYR 6SQff NBYAG lFyeée LISYylFrtftagASa I yR

A It would help if you continue to file however, as the information is used to make correc
payments to people, and to help the Government continue to respond to what is
happening in the economy.

A There are other ways you can pay your tax, via internet banking omugiRgrou can

make credit card or debit card payments or set up direct debit payments through your
mylRaccount. Find out more on our websitéestpac only opens Wednesdays

Intended audience: All custome
@ Inlar!d Revenue
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https://www.ird.govt.nz/Updates/News-Folder/westpac-offices-only-opening-wednesdays
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Income tax refunds & the requirement to file an ICA return

A We have been asked if we can release refunds from income tax where an ICA return
0KS NBf{SGlIyld &SIFNRaE AyO02YS (F E NXdadzNy 0
reasonablé 4 3 dzNJ yOS GKI & OUKSé KI @S adzFFAOAS

A Unfortunately, the answer is no. The requirement to file an ICA return is a legislative
one, and we do not have discretion to depart from it.

A This is because a companies Income Tax refund is limited under section RM 13 of the
Income Tax Act 2007 to the balance of their ICA account.

ALT GKSé KIFIgS y2i0 FAESR 0KS L/ ! NBOdzNY X
NEFfdzy R a2 ¢S OIFyQid NX{SIFaAaS Ao

ALO AayQi 2dzad Fy FTRYAYA&AUGNI GAGDS NBIj dzA N
allow us to determine they are actually entitled to the refund at all.
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ISSUE& IMPACTS

A Time bar for 2019 income tax
returns

A LTC elections

A Subvention payments
A Beneficiary distributions
A Trading stock valuations

A Extension to the due date for
Basic Compliance Packages



Time bar for 2019 income tax returns

A It remains important to furnish the returns as soon as possible. However, any late filing penalties will be
waived in these circumstances.

A Late tax return filings will also have the effect of extending the time bar in s 108 to 31 March 2025
(instead of 31 March 2024).

A Due to the impact of COUI® and related potential for filing delays, as at 31 March 2024 the
Commissioner will close any review or other compliance activity for any 2018/2019 income tax return
which is:

A due on or before 31 March 2020 and is furnished after 31 March but before 31 May 2020
A not subject to any existing exclusions from the standard 4 year time bar
A not subject to a dispute:

A commenced by NOPA issued before 1 January 2023, and

A involving alleged tax avoidance, or

A having tax in dispute of greater than $200 million.

A The Commissioner may need to clarify the circumstances of any delay in filing. This is limited to the
effects of the COVHDI virus. Read more on our webs{fevid19 Income Tax & time har
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https://www.ird.govt.nz/roles/tax-agents/covid-19/time-bar

LTC elections for NEW companies: due 31 March 2020

A LTC elections for new companies, or companies that were previoushctioa, for the
2019 income year are due 31 March 2020.

A UnderCOV 20/0the Commissioner has extended the deadline to accept LTC election
to no later than 30 June 2020 .

A Example
A Smith Street Ltd is a new company and its shareholders and director were intending on electing the
company into the LTC regime. This fully signed and dated election form was due by the 31 March
2020; the due date of their first income tax return.
A However, due to COUD the required LTC election form was unable to be completed and provided
to Inland Revenue until 5 June 2020.
A As the election was filed before 30 June 2020 the LTC election is allowed.

Intended audience: Businesses & Intermedia
@ Inlar!d Revenue
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https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.taxtechnical.ird.govt.nz%2Fdeterminations%2Fcovid-19-variations%2Fcov-20-01&data=01%7C01%7CChris.Novak%40ird.govt.nz%7Cfb6f86917bf7447d6b7308d7faa9fca7%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1&sdata=BJwC6xoKzApi4l1BD04kt%2BKNlD7XBYm17XzIG75MmQ8%3D&reserved=0

INDEX

LTC elections for EXISTING companies: due 31 March 2020

A LTC elections for existing companies, that were previously required to file an income
tax return, electingto be a LTC for the 2021 income year are due 31 March 2020.

A The fully signed and dated election is required before the start of the 2021 income ye:
so for astandard balance dateompany it was required by 31 March 2020.

A However the Commissioner can accept late LTC elections if there are exceptional
circumstances outside the control of the owners and they are signed and dated in the
2021 income year.

A For the purposes of LTC elections, the Commissioner considers that 190y Hh
exceptional circumstance and may allow late elections that are fully signed and dated
during the 2021 income year. Itis important to note the election must be filed as soor
as possible and not left to later in the year merely for convenience.

Intended audience: Businesses & Intermedia

@ Inlar!d Revenue
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LTC elections for EXISTING companies example

A Johns Fashion Ltd is an existing company that had filed a 2020 IR4 company tax retu
and its shareholders and director were intending on electing the company into the LT(
regime for the 2021 income year. This election was due by the 31 March 2020; the d&
before the start of the 2021 income year.

A However, due to COWD the required LTC election form was unable to be completed
but was provided to Inland Revenue on 5 May 2020 which was as soon as possible d
to COVIELO.

A Johns Fashidgn (i RuQagent writes to Inland Revenue and provides details of the
exceptional circumstances relating to COWDhat prevented the election being
made on time. As the election was filed as soon as possible, the late LTC election is

allowed.

N
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Subvention payments: due 31 March 2020

A For a subvention payment to be valid, two conditions must be met:
A The payment must be made by 31 March 2020;
A The two companies must provide Inland Revenue with notice of the subvention payment.

A For subvention payments for the 2019 tax year which would otherwise have been due

on 31 March 2020, if the companies:

A Agree that they intend to make a subvention payment; and
A File their income tax returns as soon as practicable, but by 31 May 2020 at the latest; and
A Provide Inland Revenue with notice of the subvention payment by the 31 May 2020

Inland Revenue will allow the subvention payment.

A An example follows on the next slide

Intended audience: Businesses & Intermedia
Inland Revenue
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Subvention payments: due 31 March 2020 example

A Zeus Technologies Group is a group of software companies operating in New Zealand with common ownership and a balance d
of 31 March.

A Zeus Technologies Group intends to make a subvention payment between two of its group companies; Z Sales Co Ltd (the profi
company) and Z Development Co Ltd (the loss company). The necessary conditions relating to subvention payments have been
met. Z Development Co Ltd has agreed to receive a subvention payment from Z Sales Co Ltd in return for Z Sales Cad.td bearin
tax loss.

A Zeus Technologies Group was due to file its 2019 income tax return by 31 March 2020 as it had an extension of timediowever,
to COVIEL9 the group was unable to provide its tax agent with its latest tax information and the group was therefore ufilgble to
by 31 March 2020. The Commissioner has indicated that provided Zeus Technologies Group files its return as soon as practicab
and before 31 May 2020, any late filing penalties will be waived and the time bar will not be extended (assuming the required
conditions are satisfied).

A Similarly, as a result of COMI® Zeus Technologies Group was also unable to provide the Commissioner with notice of the
subvention payment before the due date of 31 March 2020 and Z Sales Co Ltd did not make the subvention payment to Z
Development Co Ltd.

A Zeus Technologies Group files its group tax return on 4 May 2020, including notice of the subvention payment betwe€on Z Sales
Ltd and Z Development Co Ltd. Z Sales Co Ltd makes the subvention payment to Z Development Co Ltd on 4 May 2020 /—=."
subvention payment and election (and group tax return) were late as a result of-C®OMIDwere made as soon as practicable

and before 31 May 2020 the Commissioner will allow the subvention payment.

Intended audience: Businesses & Intermedia
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Beneficiary distributions: due by 31 March 2020 ITA: HC6

A Beneficiary income is, by definition, an amount which has vested absolutely to the

beneficiary within the income year, or by the later of:
A A date within six months of the end of the income year; or
A The earlier of:
A The date on which the Trust files its tax return or;
AtKS RdzS RIFIGS 2F GKS ¢NHaAaGQa G E NBGdNY

A If an amount has not absolutely vested to the interest of the beneficiary by 31 March
2020 (at the latest) then it cannot be treated as beneficiary income for the 2019 tax
year and must therefore be declared as trustee income in the Trusts tax return.

A An example follows on the next slide

Intended audience: Individuals, Businesses & Intermedi
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Beneficiary distributions: due by 31 March 2020 example

A

Wilson Family Trust is a trust with three beneficiaries to which it usually distributes some beneficiary income
every year. The trustees of the Wilson Family Trust are required to make these distributions to the
beneficiaries before 31 March 2020 when they file the 2019 trust tax return (which has an extension of time).
LY CSONHzE NB HnanunI 2yS 2F GKS UNHMzAaGSSa o02Afazy CI
to ensure payment was made to the beneficiaries before the tax return was filed on 31 March 2020. The

accountant trustee made a note in her calendar, reminding her to follow up with the other trustees who had
forgotten about allocating any income to the three beneficiaries for 2019.

However, since then the impactof COWitp Kl &8 f SR G2 &aA3IYyATFAOlIYyG RSt @&
accountant to access information regarding the Wilson Family Trust from the other trustees. Additionally, the
accounting firm was closed during the level fourdBck 6y | YR @l & dzyl ot S G2 TFAL

by 31 March 2020. As a result, no distributions were made to beneficiaries of the Wilson Family Trust by the
31 March due date.

Although the Wilson Family Trust will be able to file its 2019 tax return late with any late payment penalties
waived, there is no discretion for a late distribution of beneficiary income. As a result, all income of the’
Family Trust for the 2019 income year will be taxable as trustee income. A

Intended audience: Individuals, Businesses & Intermedi
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Trading stock valuations: as at 31 March 2020

A The Commissioner will allow a late 2020 stocktake, provided it is carried out as soon :
practicable and no later than 31 May 2020. The 2020 closing stock figure needs to be
reconstructed by adjusting for pebtlance date sales and purchag¢sose made
between balance date and the late stocktake date.

A Example:

A2 ANBYdzQa | 2YS LI AlFIYyOSa [GR asStta FyR NBLI )
31 March. At the end of the 2020 income year, the company was required to value its trading stock
However, as a result of COMI®, it had to shut down its business and was unable to undertake the
stocktake on 31 March 2020.

A On the 28 April, the company reopens its business and undertakes a late stocktake. It has kept a
record of all amounts of posialance date sales and purchases. Using the cost valuation method, it
adjusts the late stocktake figure (to reconstruct what would have been the amount of closing stock
at the end of 2020) by addlng back the cost of {badhnce date sales and deducting the cost of

Intended audience: Businesses & Intermedia
Inlar!d Revenue
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Extension to the due date for Basic Compliance Packages

A We can confirm that the due date for lodging your annual Basic Compliance Package
has been extended to 30 June 2020.

A A letter advising of the new due date has been issued to all customers who are
required to lodge a Basic Compliance Package this year.

Intended audience: Businesses & Intermedia
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Individual insurance polices ITA: CE 11, CA1(2)

A Whether or not payments from an insurance policy are taxable will always depend on
the exact terms of the policy, however in most instances the following applies:

A Income protection insurance
Amounts paid out under income protection insurance policies will be income to the

recipient.

A Personal sickness insurance
Amounts paid out under personal sickness insurance policies will be income only if th

are income under ordinary concepts, but are generally exempt where the amount paic
out is not calculated with reference to loss of earnings.

Intended audience: Individuals & Intermedia
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Business insurance policies ITA: CG 5B. GSTA: 5(13)

A Any insurance or compensation amounts received are income if:
A Received in relation to an interruption or impairment of business activities resulting from an event;

and
A |s attributable to a loss of income that the business would have otherwise derived.

A The income can be allocated to the later of:

A The income year that the replaced income relates to; or
A The year in which the amount is received or is able to be reasonably estimated.

A In practical terms this means that loss of income insurance is taxable, but if received
prior to 31 March 2020 it can be spread Iif it relates to income that would have been
derived after 31 March (the 2021 year)

A Receipts of insurance for loss of income are deemed to be in the course or furtheranc
of a taxable activity and are therefore subject to GST.

Inlar!d Revenue
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GST on cancelled supplies

A If you have returned GST on a supply that is subsequently cancelled, an entitlement t
a GST adjustment arises in the period in which it becomes clear that the output tax
returned is incorrect, e.g. the period in which the reimbursement was made.

A Where a tax invoice was originally issued for the supply, a credit note for the
cancellation of the supply will also need to be raised to support any GST adjustment

made.

A If, as a result of the cancellation of significant or multiple supplies, you make a claim f
loss of income (or similar) insurance, the receipt of any insuraneaubayill be
subject to GST as it is a deemed supply under section 5(13) of the GST Act.

Intended audience: Businesses & Intermedia
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GST adjustments for change in asset use

A If a particular asset is not being used at all for a period of time e.g. during the CDVID
alert level 4 period then there are unlikely to be any change of use or apportionment
adjustments required for GST purposes.

A If an asset e.g. a vehicle, is used both for business and private purposes and an actu:
use calculation is above the threshold to require an adjustment at the end of an
adjustment period, primarily due to the fact that the asset could not be used for
normal business use during the COY®alert level 4 period, IR will apply a practical
approach in accepting calculations that provide a fair and reasonable result in the
circumstances.

Intended audience: Businesses & Intermedia
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GST registration cancellations

A If your business shuts down due to the COMIRAlert Levedl situation you may need to de
register from GST.

A If a taxable activity has ceased the registered person should seegidgation within 21 days
of cessation. However, whether or not a taxable activity has ceased will depend on the facts

each case.

A After a period of making regular or frequent taxable supplies, making no taxable supplies for ¢
12-month period may be indicative of the taxable activity having ceased but it will depend on

what other activities relating to those supplies or future intended supplies has occurred or will
occur. For example, things done in relation to ending the taxable activity such as closing dow
operations or honouring warranty obligations for prior supplies are part of the taxable activity.

A Where a taxable activity has ceased andedgstration is appropriate, deegistration
adjustments to return GST on any assets retained from the activity will be required

Inlar!d Revenue
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Extended period for zenating of exported goods

A

A

A

Ordinarily, a supply of goods is zeated for GST if the goods are exported by the supplier
within 28 days of the time of supply or a longer period if the Commissioner grants this.

Inland Revenue understands that many customers may not be able to meetdag p&riod
AY a4 mmonO 2F (0KS D22R&a YR { SNIWAOSate. ¢ E |
The Commissioner already has discretion to extend thda®&eriod under s 11(5) of the

GSTA. However, customers affected by CQYWIll have a 3 month extension to this period
for export without needing to make an application to Inland Revenue.

The 3 month extension starts on the day thed2d period expires and applies to a supply of
goods up to and including 31 July 2020. Further extensions may be considered on a case by
case basis by following the normal procedure and application under s 11(5) of the GSTA.

The following four examples illustrate how the extension will apply. Further detail can be foun
on our websiteCOVIEL9 Extended period for zerating exported goods

Intended audience: Businesses & Intermedia
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https://www.ird.govt.nz/Updates/News-Folder/covid-19-novel-coronavirus-extended-period-for-zero-rating-exported-goods

Example: Automatic-Bionth extension from expiry of 28ays

A Joe owns a marine supplies business that exports overseas.

A Joe received notification that ports in China were closing and there would be significa
delays.

A W2 S Qay time/frame for exporting sails to a Chinese business expired on 2 April

2020.
A Without needing to make an application to the Commissioner, Joe has an extension

to 2 July 2020.

Intended audience: Businesses & Intermedia
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Example: Application for an extensiorma8nths

>

Hema exports valuable artworks.

Because of individual circumstances, meaning that export must be highly secure, Her
IS advised that delays will be more significant for some valuable paintings she is
exporting.

A Hema contacts Inland Revenue and they agree that an extension for longer than 3
months is acceptable in this case.

Hema is granted an extension of 6 months.

Her 28day period would have expired on 4 May 2020 but she is granted an extension
after making an application to 4 November 2020.

>

v I

Intended audience: Businesses & Intermedia
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Example: Automatic-onth extension from time of supply

A Tim makes and exports toys to order.

A On 20 March 2020, prior to the lockdown, the time of supply was triggered for an
export to the US.

A Tim does not run an essential service and he is unable to access his factory to make
toys for the export order.

A Because of the delay in manufacturing, Tim is unable to export the toys within-the 28
day period.

A Without needing to make an application to Inland Revenue, Tim has an exterion to
June 2020.

Intended audience: Businesses & Intermedia
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Example: No automatic extension if not impacted by CO¥1D

A Mary works from home, making and exporting hamade musical instruments.

A In her situation and in relation to her particular exports she has not been affected by
Covidl9 delays.

A She is not entitled to a 3 month extension without making an application to Inland
Revenue.

A In her situation she needs to make an application for an extension if there are any
other circumstances beyond her control or reasons why it is not practical for her to

export within 28 days

Intended audience: Businesses & Intermedia
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Changing to stitonthly GST filing frequency

A A sixmonthly filing frequency has the obvious advantage of delaying your liability to
pay GST output tax. It may also reduce some compliance costs as you will only have
file two returns each year. However, these advantages must be weighed against the

effect of delaying the abllity to claim GST input tax. Generally:
A A sixmonth filing frequency is available to any person whose taxable supplies have not or are not
likely to be more than $500,000 in anym®nth period.
A A person may also apply for asignthly filing frequency even though their taxable supplies exceed
the $500,000 threshold if 80% or more of their taxable supplies in an income year are made:
AwithinasixY 2y 0K LISNA2R GKFG SyRa G Fye REFE& gAOGKAY 0
A the person has not had a gnonthly filing frequency under this criterion in the-@énth period before
the application.

A If you think filing your GST returns on ansonthly basis may be a good option for you,
find out more on our website&EPS 17/02Six monthly GST return filjrar speak with

our tax advisor.

Intended audience: Businesses & Intermedia
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A Due date for Annual Compliance

INTERNATIONAL Reports for the 2019 tax year

DISCLOSURE A Due date for the International
REQUIREMENTS Questionnaire

A Due date for CFC disclosures

A CRS & FATCA




Breach of Advance Pricing Agreement (APAs) conditions

A We are aware that customers with current Advance Pricing Agreements (APAs) may |
impacted during the COMVI crisis.

A At this stage, we do not know how significant the disruption will be or how long it will
last and there will be considerable variations between sectors and types of businesse

A We recognise these rulings will need to be reconsidered in light of this global upheav:

A We would like to reassure customers that they do not need to take any specific action
now to ensure that their circumstances are appropriately reviewed in due course

Intended audience: Businesses & Intermedia
Inland Revenue
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Breach of the conditions of an Advance Pricing Agreement

A We note the following:

A IR input or permission is not required where a customer makes a business decision that results in &
APA breach.

ALT Iy 1t! o0NBFOK 200dzNBRZ L SIFaS | ROAAS Lw Ay
recognise that due to the significant uncertainty faced by businesses currently, communication at
any earlier point, particularly before yeamd or before a tax position is taken, may be problematic.

A When reviewing an APA breach disclosed in the ACR, IR will have regard to the exceptional
circumstances faced by the customer and we anticipate that there will be some circumstances whe
0KS I NX¥Qa fSy3aidK 2dziO2YS RdzZNAYy3I GKS [/ 20ARMD
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Due date for Annual Compliance Reports (ACRS)

A The terms of most APAs require an ACR to be filed at the same time as the relevant
Income Tax return, or, at the latest, by the due date for that Income Tax return.

A If your tax agent has applied for Deferred status for your 2019 Income Tax return thel
we will apply the same extension to the due date for your ACR.

A If you have any questions or concerns about your particular situation please contact u
at:

Transfer.Pricing@ird.govt.nz

Intended audience: Businesses & Intermedia
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Due date for the International Questionnaire

A The due date for the international questionnaire was 30 April 2020 and we have
received many completed responses or provided extensions due to the current

situation affecting most businesses.

A If you have not responded to the questionnaire yet, please contact us to arrange an
extension.

A If you need to discuss an extension or send a completed response please email us at

InternationalQuestionnaire@ird.qovt.nz

Inlar!d Revenue
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Due date for CFC & FIF disclosures TAA: 5.61

A Generally controlled foreign companies (CFC) and foreign investment fund (FIF)
disclosure forms are filed at the same time as the relevant income tax return or by the
due date for that income tax return.

A If you have been unable to complete your CFC or FIF disclosure on time and the dela
attributable to the effects of the 2020 COMID outbreak, no compliance action will be
taken, or penalties imposed, provided that you file the CFC or FIF disclosure by 31 M:
2020. To be eligible for this relief, the relevant income tax return must be filed.

A If your tax agent has applied for deferred status for your 2019 income tax return, then
we will apply the same extension to the due date for any CFC or FIF disclosures
required

A Find out more on our website:
A Controlled foreign companies Foreign investment funds
A File a controlled foreian company disclosure File a foreign investment fund disclosure

Intended audience: Businesses & Intermedia
Inlar!d Revenue
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https://www.ird.govt.nz/income-tax/income-tax-for-businesses-and-organisations/income-tax-for-companies/controlled-foreign-companies
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https://www.ird.govt.nz/income-tax/income-tax-for-businesses-and-organisations/types-of-business-income/foreign-investment-funds-fifs/file-a-foreign-investment-fund-disclosure

Common Reporting Standard & FATCA

A We understand that many of you will be facing several challenges during these extren
circumstances.

A If you do need an extension for filing your disclosures, then get in touch with us at yot
earliest convenience so we can work out something that suits your circumstances.

A Contact us on either:
fatca@ird.govt.nz

alobal.aeoi@ird.qovt.nz

Intended audience: Businesses & Intermedia
Inland Revenue
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A Individuals may be required to
stay in New Zealand for longer
than they were intending and/or
are now stranded in New
Zealand.

TAXRESIDENCY

A Company directors & employees
may be also be stranded in New

Zealand or overseas as a result of
COVIEL9




Tax residency issues

A COVIEL9 has caused unintended consequence of the tax residence rules. Inland
Revenue has considered a number of residence related issues raised kyi@@wiD
further detail can be found on our websiteOVIEL9 Residence Issues

A Where relevant, the Commissioner will apply s 6 and s 6A of the TAA in relation to tax

residency issues as detailed in the following scenarios.

A Company residency: Location of meetings, control & centre of management

A Company residency: Fixed establishment

A Individual residency: 183 day test

A Individual residency: 92 day test for a@sident employees

A Individual residency: 92 day test for a@sident contractors

A Individual residency: NZased student loan borrower outside of NZ for >184 days
A Individual residency: Transitional residents

A Impact on Double Tax Agreements

Inlar!d Revenue
Te Tari Taake Published: 22/04/202(
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Tax residency issues: Company residence

A The present emergency will not cause corporate taxpayers to be tax resident because
directors of a company are confined or stranded in New Zealand.

A The law allows a factual consideration of how a company is managed in reality.

A If directors are stranded under the present emergency that will not change where the
real business of a company is carried on.

A The occasional exercise of control by the directors from New Zealand, for example
through a board meeting, will not make the company tax resident in New Zealand.

Intended audience: Businesses & Intermedia
Inland Revenue

Te Tari Taake Published: 22/04/202(



Example: Company residence

At2yeQa ¢SOKyz2ft23eé [UR Aada AYO2NLI2NI SR
Zealand before the present emergency.

A Directors Tony, Tina and Terry are stranded in New Zealand and have been arrangin
board meetings online with Tim who is overseas.

A The reason for holding the board meetings with three directors in New Zealand is
because of COWUI® and the inability to travel.

AbSAUKSNI RANBOUZNRERQ O2yUNRf y2NJ GKS OSy
because of the emergency conditions.

Atc2yeQa ¢S deeyndtiagedad regidénke in New Zealand.

A Tony, Tina and Terry will leave New Zealand as soon as they are able.

@,
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Tax residency issues. Permanent establishment (PE)

A A nonresident company will not become liable for New Zealand tax because of a PE
after only a short period of time.

A The fixed place needs a degree of permanency, that is, the fixed place is not of a pure
temporary nature.

A For a PE to be present the business must be carried out on a regular basis and it mus
be undertaken wholly or partly through the fixed place.

A Whether there is a PE is determined having regard to the facts and circumstances of
each case, which includes the COV@®mergency.

A It would be a relevant consideration that the a@sident company did not have a PE
In New Zealand prior to the present emergency and the presence of employees in Ne
Zealand is shoiterm being related to current travel restrictions.

Inland Revenue
Te Tari Taake
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Example: Company residence & permanent establishment

A Karen Consultants Limited is incorporated overseas and is not tax resident in New
Zealand.

A Three employees are stranded in New Zealand because of CQVID

A There was no permanent establishment in New Zealand before the impacts of COVID
19.

ACKS SYLE2855SaQ SEGSYRSR LIN6a&Sy Qém. Xhgre b S
FNE y2 20KSNJ OKFy3aSa Ay (0KS O2YLI yeéeQa

A Karen Consultants Ltd does not have a permanent e§tablishment In New Zealand anc
hasnob SO2YS fAlFo6ftS FT2NJGFIE AY bSg %SItly
during the emergency.

A The employees will leave New Zealand as soon as they are able. \

Intended audience: Businesses & Intermedia
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Tax residency issues: Individual residency & the 183 day test

A Ordinarily, an individual will become tax resident in New Zealand if they are personall
present in New Zealand for more than 183 days in total inrradih period.

A The current emergency could cause individuals to have to stay in New Zealand longe
than 183 days despite their plans to leave. An individual will not become tax resident |
New Zealand under the day test just because they are stranded in New Zealand.

A If a person leaves New Zealand within a reasonable time after they are no longer
practically restricted in travelling, then extra days, when the person was unable to
leave, are disregarded. The day tests are based on normal circumstances when peop
are free to move.

Intended audience: Individuals & Intermedia
Inland Revenue
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Example: Individual residency & 183 day test

A Jane was visiting New Zealand on an extended holiday as the guest of a friend.

A She had been present in New Zealand for 170 days imfith period when under
the present emergency she became stranded in New Zealand.

A She was advised that she could not fly home.

A For the purpose of the day test she will remain fixed at 170 days for the period from
when is unable to leave New Zealand up to and including the day when she departs.

A That is so long as she leaves New Zealand after a reasonable number of days from
when she is no longer practically restricted in travelling.

A Janehas nobecome tax resident in New Zealand and plans to leave as soon as she is
able.

@,
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Tax residency issues: 92 day test for-resdent employees

A A 92 day test providing an exemption for certain that amesident person derives from
performing personal or professional services in New Zealand during a short term visit. In
ordinary circumstances income earned in New Zealand by a person providing these services
exempt if the visit to New Zealand is less than 92 days and the services are performed for
someone who is not tax resident in New Zealand.

A However, if the visit is for more than 92 days, all income derived from the time of arrival is
subject to tax in New Zealand and PAYE must be withheld by an employer.

A The COVH29 pandemic could cause such service providers to have to stay in New Zealand
longer than 92 days despite their plans to leave. If the service provider leaves or returns to
their country within a reasonable time, after they are no longer practically restricted in
travelling, then any extra days, when the person was unable to leave (that are in addition to
the 92 days) will be disregarded.

Intended audience: Individuals, Businesses & Intermedi
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Example: 92 day test for n@asident employees

A Peter was providing IT consulting services on behalf of his overseas based employer
while present in New Zealand to assist a related business. Peter pays tax on his inco
In his home jurisdiction.

A It was intended that his stay would be for 70 days but he has become stranded in Nev
Zealand.

A For the purpose of the 92 day test he will remain fixed at the day count as it was from
when he was unable to leave New Zealand up to and including the day when he
departs.

A So long as Peter leaves New Zealand within a reasonable time after he is no longer
practically restricted in travelling hrecome remains exemptven though he has stayed

longer than 92 days.
N

Intended audience: Individuals, Businesses & Intermedi
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Tax residency issues: 92 day test for-resident contractors

A There is a 92lay test that excludes some payments from being schedular payments. These a
payments for services provided by a fresident contractor who has full relief from tax under
a double tax agreement and is present in New Zealand for 92 or fewer daysnmoath?
period. Because of the shetgrm period the contractor is present, the payment is not a
schedular payment.

A The exclusions of some payments from being schedular payments means that the withholdinc
GFrE 260fA3lFdA2ya Ay GKS t! 9 NUHzZ S& R2y Qi I L
A The current emergency could cause #iesident contractors to have to stay in New Zealand
longer than 92 days despite their plans to leave. Assuming theesm®nt contractor leaves
or returns to their country within a reasonable time, after they are no longer practically
restricted in travelling, then any extra days, when the person was unable to leave (that are In
addition to the 92 days) will be disregarded.

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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Example: 92 day test for n@asident contractors

A Jim is a contractor based overseas who visited New Zealand to provide some speciall
engineering advice on a construction project.

AWAYQa aidleée ¢6la AYuUSYRSR G2 6S F2NJT1n R

A For the purpose of the 92 day test he will remain fixed at the day count, as it was fron
when he was unable to leave New Zealand and up to and including the day when he
departs.

A So long as Jim leaves New Zealand within a reasonable time from when he is no long
practically restricted in travelling then he wmditbe held to have received a schedular
payment.

Intended audience: Individuals, Businesses & Intermedi
Inland Revenue
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Tax residency issudéZ student loan borroweutside NZ

A There is a 184 day test for student loan repayment obligations.
A At 184 days the borrower becomes overseas based instead of New Zealand based.
A Interest is charged for all overseas based borrowers.

A A borrower who has a student loan will not become overseas based just because the
are stranded outside New Zealand under the current emergency conditions.

A Assuming a person returns to New Zealand within a reasonable time after they are no
longer practically restricted in travelling, then extra days, when the borrower was
unable to return home, will be disregarded.

Intended audience: Individuals with student loc
Inland Revenue
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Example: N-Based studentloan borrower outside of NZ for >184 days

A Jill has a student loan but she has been on an OE.
A She is stranded and she will be out of New Zealand for over 184 days when she is fin
able to return to New Zealand.

A So long as Jill returns to New Zealand within a reasonable time from when she is no
longer practically restricted in travelling she will not be viewed as an overseas based

borrower.
A Therefore shavill notbe charged interest as she would be if she was an overseas base

borrower.
A Jill plans to return to New Zealand as soon as she is able

@,
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Tax residency issues:. Transitional residents

A There is a 48 month test for transitional residents. If this time is exceeded transitional
residents become subject to New Zealand tax on their worldwide income.

A The period of transitional residence begins on the first day of residence in New Zealand.
ends when the person either stops being a New Zealand resident, or on the last day of th
48th month after the month in which the person first satisfied the residence tests
(whichever is earlier).

A Some transitional residents may have planned to leave the country before the 48 month
transitional resident period ended. They are now unable to easily leave the country.

A A person should not be regarded as no longer a transitional resident, just because they a
stranded in New Zealand due to COY®D If a person leaves New Zealand within a
reasonable time after they are no longer practically restricted in travelling, then extra day:
when the person was unable to depart, will be disregarded.

Inland Revenue
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Taxresidency issues: Tax treaties

A The tax affairs of people currently stranded in New Zealand may also be affected by double tax agreements (DT.
When there is double taxation a DTA will generally apply. The residence tests in DTAs are interpreted in a holistic
and integrated manner and It is not expected that persons will be treated as resident under DTAs just because of
the current emergency conditions.

A Recently the OECD hasblished guidanceoncerning international tax treaty rules and the response to the GOVID
M SYSNASyOed ¢KS h9/5 O2yaARSNAR UGUKFO | O2YLIyeQa |
displacement of senior executives. The OECD does not consider that the current emergency will change how a Pl
determined. This is because temporary changes of location under emergency conditions should not create new P
F2NJ GKS SYLX 2é& SN 1 £a2X AF O2YyUNIXOUA FFNB O2yOf dzRS|
emergency then there is no PE created for the businesses involved. The OECD considers that-fitee COVID
emergency is unlikely to change residency status under a tax treaty.

A In Australia, the ATO has also published their position on these matters which is very much in line with the above
guidance.

A Competent authorityassistance is available if treaty partners are taking different positions to those taken by Inland
Revenue and we would encourage early engagement if any difficulties are experienced.

Intended audience: Individuals, Businesses & Intermedi
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A Determination EE001 & EE002

Telecommunication expenses
Other working from home expenses
Purchase of furniture & equipment

A Allowances

Essential worker allowance
Working from home allowance

ALLOWANCES A Reimbursements:

Actual working from home costs
Estimated working from home costs

Actual costs for furniture & equipment
Estimated costs for furniture & equipment

Furniture & equipment purchased on behalf of the employer

BEVMPLOYMENT

v

A Business tools & FBT

A Home office expenses

Inland Revenue
Te Tari Taake



Employment allowances & reimbursements

A During the COVHDO pandemic many employees will be working from home.
Employers may have, or may intend to, make payments to employees during this time

A The following questions and answers, existing Determination EE001 and new
Determination EE002, provide guidance on when such payments can be made to
employees taftree, when PAYE obligations arise, and when the employer can claim
iIncome tax or GST deductions.

A Itis acknowledged that many employers will not be in a financial position to make
additional payments to employees during the CGMPandemic. This guidance is not
Intended to suggest that employers should make such payments to employees.

Intended audience: Businesses & Intermedia
Inland Revenue
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Determination EEO01

A Determination EE001 was issued by the Commissioner in December 2019.

A It provides guidance on arrangements where employees agree to use their own devic
(e.g. phones) and usage plans (including phone and internet) for their employment.

A It sets out proportions of expenditure or loss that the Commissioner will accept as
being exempt income of an employee.

A The proportions differ depending on whether a device or usage plan is used by the
employee principally for employment.

A Where an employer pays a regular amount to an employee, the simplest option is to
treat up to $5 per week of the amount paid as exempt income of the employee.

A SeeDetermination EE0Cfor more information.

Intended audience: Businesses & Intermedia
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Determination EE002

A Determination EE002 was issued by the Commissioner in April 2020.

A This is a new Determination issued as a temporary response to the-C®OVID
pandemic;

A It only applies to payments made for the period from 17 March 2020 to 17 September
2020;

A It applies to working from home costs generally.

A Where an employer pays an employee an allowance for general working from home
costs, up to $15 of the amount paid can be treated as exempt income of the employe

A SeeDetermination EE0dr more information.

Intended audience: Businesses & Intermedia
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https://www.ird.govt.nz/covid-19/business-and-organisations/employing-staff/allowances-and-reimbursements

Summary: Determination EEOOL
Payments for telecommunication usage plan costs

Amount treated as exemptincome

Up to $5 per week

When this option can be used

When the plan is used to perform thg
employees job

What evidence is required
No evidence is required

25% of the employees cost

When the plan is useak least partlyo
perform the employees job

A9QOBARSYOS 2F (KS
A Evidence that the cost is for the
SYLX 28S8SQa 22696

75% of the employees cost

When the plan is usemhainlyto
perform the employees job

A9QOBARSYOS 2F (KS
A Evidence that the costmainlyfor
iKS SYLX 2eSSQa

100% of the employees cost

When the plan is usegixclusivelyo
perform the employees job

A9QOBARSYOS 2F (KS
A Evidence that the costexclusively
F2N) GKS SYLX 2eéS

Any payments within these parameters will be deductible expenditure for the employer

Inland Revenue

w»
0
QX

Uy N
< O

Intended audience: Businesses & Intermedia

@

Te Tari Taake

Published: 28/04/202(



Summary: Determination EE002
Payments for general / other employee expenditure

Amount treated as exemptincome  When this option can be used What evidence is required

Up to $15 per week When the $15 per week is the only | No evidence is required
' Y2dzy G LI AR F2NJ

Any payments within these parameters will be deductible expenditure for the employer

Inlar!d Revenue
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Summary: Determination EE002
Payments for furniture or equipment

A The amount that you can reimburse #age is based on thelepreciation losthat the
employee could claim as a deduction on the assets.

A For lowvalue assets purchased by employees, the depreciation loss is based on the
cost of the goods.

A Furniture or equipment assets are likely to be-l@iue assets. If so, the depreciation

loss for the assets will be equal to their cost.
A For an asset purchased before 17 March 2020 to be-aadwe asset, it must have cost $500 or less.
A For an asset purchased on or after 17 March 2020 and before 17 March 2021 to beatulw

asset, it must have cost $5,000 or less.
A Note that on 17 March 2021, the levalue asset threshold will decrease to $1,000.

A The amount that you can reimburse #age also depends on the extent to which the
furniture and equipment is used by your employees for their employment.

Inlar!d Revenue
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Summary: Determination EE002

Payments for furniture or equipment

Amount treated as exemptincome  When this option can be used

'LJ 02 Pbnnan Yl EAY|The safe harbour amount is the only
amount paid for furniture &
equipment

What evidence is required
No evidence is required

25% of the cost of the item When the item is usedlt least partly
for the employees job

A9QOBARSYOS 2F GKS
A Evidence that the item is used for

the employees job

0KS SYLX 2eSSQa
75% of the cost of an item When the item isnainlyused forthe |A 9 A RSy OS 2F GKS
employees job A Evidence that the item is used
mainlyF 2 NJ 0 KS SYLJ
100% of the cost of the item When the item is useexclusiveljor |A 9 A RSy OS 2 F GKS

A Evidence that the item is used

exclusivelf 2 NJ 6 KS SYL
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Any payments within these parameters will be deductible expenditure for the employer
Note that the employer cannot claim GST on the payments as the assets belong to the employees
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Allowances example: Essential worker allowance

A The Sunn@uperettehas been operating through lodown and the employees are
essential workers.

A The business owner has decided to pay the employees an additional amount to
recognise the risk that they are bearing and to recognise that they are working hard.

A The tax consequences:

A This type of allowands subject to taxt is income derived in connection with employment.
A 1t forms part of the employees income and should be included in the usual PAYE calculations;
A The payment is deductible to the Sur8yperette

Intended audience: Businesses & Intermedia
Inland Revenue
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Allowances example: Working from home allowance

A The office of Business Advice Limited has been closed since NZ entered Aldtt Level

A The employees have all been working from home, and the company has been paying
them an additional allowance to recognise the extra costs they incur.

A.dzAAySaa ! RGAOS [AYAUSR KFLayQu +Fals
 Qldz £ O2aida GKSé& KIFEFS AYOdzZNNBRZ |V
expenses.

A The tax consequences:

A This type of allowands subject to taxt is income derived in connection with employment.
A 1t forms part of the employees income and should be included in the usual PAYE calculations:
A The payment is deductible expenditure to Business Advice Limited.

A Refer to the next example for the tax treatment of a reimbursement of actual cost

N

Intended audience: Businesses & Intermedia
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Allowances: Common questions

A Backpay of allowance: Can | backpay my employee a lump sum amount to catch up c
payments of the $15 weekly paymergoing back to the beginning of the period

covered by the determinatiorg 17 March 20207
A Yes.

A Time limit for making payments: Is there a time limit for making payments?

A Determination EE002 (which provides for the $15 weekly payment) applies to payments made for
the period from 17 March 2020 to 17 September 2020. There is no stated time limit for when the
payments must be made, but delay could make it harder to satisfy the requirements.

A The payments must be made for expenditure incurred "...as a result of the employee being requirec
to work from home because of the CONMDpandemic".

A As usual with tax matters, the onus is on taxpayers to show that this requirement is met. The longe
employers delay before making these payments, the more doubt arises as to whether this
requirement is met.

A Also, note DeEE002 does not apply to a payment made as part of a salary sacrifice arrangement.

Intended audience: Businesses & Intermedia
Inland Revenue
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INDEX

Reimbursement exampl®ayment to cover actual costs of
working from home

A The office of Lawyers R Us Limited has been closed since NZ entered Aldrt Level

A The employees have all been working from home, and the company has been paying
them additional amounts to reimburse them for the extra costs they incur for things

like electricity, phone & internet charges:
A The employees have been keeping a record of the actual costs incurred:;
A The expenditure is necessary for the employee to be able to perform their job;

A The costs are not of a capital nature;
A The costs are incurred in deriving their employment income.

A As all of these elements are satisfied the payments are:
A Tax free (exempt income) to the employees;
A Not subject to PAYE;
A Deductible expenditure for Lawyers R Us Limited.

Intended audience: Businesses & Intermedia
Inlar!d Revenue
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INDEX

Reimbursement exampl@ayment to cover estimated costs of
working from home

ACKS 2FFAOS 2F 9O9NYASQa ! OO0O2dzyi Ay 3 @ANY
A The employees have all been working from home, and Ernie has been paying them
additional amounts to reimburse them for the extra costs they incur for things like

electricity, phone & internet charges.
A Ernie has asked each employee to estimate the extra costs they have incurred;
A Their estimate is based on a percentage of their electricity bill using the size of their home office

relative to the rest of their home;
A The employees have provided these calculations to Ernie.

A As the estimate has used a reasonable basis and Ernie has kept records of the

calculations these payments are:
A Tax free (exempt income) to the employees;

A Not subjectto PAYE; ) ) | B
A5SRdAzOG A0S SELISYRAGAZNE FT2N 9NYASQa !oozdzy
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Reimbursement exampl@ayment to cover estimated costs of
working from home

A The Happy Hour Call Centre has been closed since NZ entered Alett Level

A The employees have all been working from home, and the business has been paying
them additional amounts to reimburse them for the extra costs they incur for things
like electricity, phone & internet charges.

A Rather than asking the to estimate the costs they have incurred the business has
decided to pay them $5/week for phone usage and $15/week for other costs incurred
In working from home.

A As the payments are within the thresholds in Determinations EE001 & EE002 they are

A Tax free (exempt income) to the employees;
A Not subject to PAYE;
A Deductible expenditure for the Happy Hour Call Centre. E

Intended audience: Businesses & Intermedia
Inlar!d Revenue
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Reimbursement exampl®ayment to cover actual costs of
furniture & equipment

A Jim works for Lawyers R Us Limited, and he has been working from home during the
COVIEL9 lockdown.
A Jim has a bad back and needed to purchase a chair to use whilst working from home.
A Jim uses the chair exclusively for his work, it is in a separate office that he only uses
when working. The chair belongs to Jim and will remain at his home after lockdown.
A He purchased the chair for $695 and has provided the invoice to Lawyers R Us Limite
A Lawyers R Us Limited pay Jim $695:
A The payment meets the requirements of EE001 as the chair iexekeivelf 2 NJ WA YQ4a SY
~and he has provided evidence of the costs and the chairs usage to Lawyers R Us Limited;
A 100% of the payment exemptincoméor Jim and is not subject to PAYE;
A 100% of the payment is deductible expenditure for Lawyers R Us Limited

A Lawyers R Us Limited cannot claim GST even though they have the tax invoice because they Ao
ownthe chair.

Intended audience: Businesses & Intermedia
Inland Revenue
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Reimbursement exampl@ayment to cover estimated costs of
furniture & equipment

A The Happy Hour Call Centre has been closed since NZ entered Alett Level

A The employees have all been working from home and many of them have had to
purchase extra furniture and equipment to be able to do so.

A The Happy Hour Call Centre did some research on the average costs of desks, chairs

and other periphery equipment such as keyboards and cables:
A The cost of all of these items combined was in excess of $1,000 per employee;
A A survey of employees determined that most employees would only need to spend around $500;
A The equipment purchased will be used predominantly for performing their call centre work.

A The Happy Hour Call Centre have paid all employees $400 but has not asked them tc

provide invoices or details of their actual purchases of equipment.
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A 100% of the payment exemptincoméor the employees and is not subject to PAYE;
A 100% of the payment is deductible expenditure for the Happy Hour Call Centre

Intended audience: Businesses & Intermedia
Inlar!d Revenue
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Reimbursement exampléssets purchased on behalf ofthe
employer

A Lucy works for Business Advice Limited and she has been working from home during
the COVIEL9 lockdown. Atthe beginning of lockdown she asked her employer
whether they would pay for the cost of a-stand desk for her to use at home.

A Business Advice Limited agreed to reimburse Lucy for the cost of the desk on the
understanding that she would bring it to the office after the lockdown, and Business
| ROAOS [AYAUSR ¢g2dzd R W26y Q (GKS RSal o
A Lucy purchased the desk for $4,500 on 1 April 2020 and Business Advice Limited
reimbursed the full amount:
A The amount is not income to Lucy, It is a capital receipt;

A The amount is deductible expenditure for Business Advice Limited (noting that it meets the new lov
value asset threshold, if it was over $5,000 the amount would need to be capitalised & depreciated

A As long as Lucy supplies the tax invoice from the-piairty supplier, Business Advice Limited can
also claim GST on the purchase of the desk. N

Intended audience: Businesses & Intermedia
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Business tools: Incidental use & Fringe benefit tax
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them to work from home.
A Each laptop cost $4,500.

A The employees are allowed to use the laptop for other things, such as checking the
news online.

A The personal usage is minimal compared to their welkted use.
A As:

A The laptops are supplied mainly for business use; and

A The cost of each laptops was under $5,000

A The incidental private use of the laptop is not subject to FBT

Intended audience: Businesses & Intermedia
Inlar!d Revenue
Te Tari Taake Published: 28/04/202



Home office expenses incurred by employees

A During the COVHI9 Alert Leve#t lock down period many employees are working from
home.

A In some instances, their employer may provide a special allowance to cover the costs
this, however in many cases the employee is expected to bear these additional costs.

A We have been asked whether these costs, or a proportion of the costs can be claimec
as an expense against employment income.

A Noc under current legislation the employment limitation prevents an employee
deducting costs incurred in deriving income from employment.

A There are only very limited types of expenses that can be claimed by individuals who
only earn income from employment, you can find out more on our weldsites of
iIndividual expenses

Intended audience: All custome
Inland Revenue
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https://www.ird.govt.nz/income-tax/income-tax-for-individuals/types-of-individual-expenses

A Income tax
A KiwiSaver
A Child Support
ENTITLEMENTS A Student loans

A Working for families tax credits
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Redundancy, tax & entitlements: Watch the video

Inland Revenue
Te Tan Taake

Redundancy, tax and
entitlements

Nau mai, haere mai

Intended audience: All custome
@ Inland Revenue
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Redundancy payments

A Redundancy payments are taxed as a lump sum under the PAYE rules.

A PAYE is deducted based on a tax rate determined by averaging thé18s64] & Q LJI
grossing up to a full year equivalent and adding the lump sum.

A Payments are subject to Student loan and Child Support deductions and are included
iIncome for social policy entitlements but are not subject to KiwiSaver deductions.

A Find out more on our website:
A Taxing employee redundancy
A Redundancy for individuals & families
A IR 1047 Taxing lump sum paymergsployers

Intended audience: All custome
@ Inlar!d Revenue
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https://www.ird.govt.nz/employing-staff/deductions-from-income/taxing-employee-redundancy
https://www.classic.ird.govt.nz/yoursituation-ind/redundancy/redundancy-index.html
https://www.classic.ird.govt.nz/resources/d/a/da87f0d0-7075-4545-9a5b-3398c532659c/ir1047.pdf.pdf
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Fringe Benefit Tax: Motor vehicles

A Inland Revenue has been asked to confirm whether FBT applies to motor vehicles during the Level 4
f 201 R26Yy LISNA2R 0a[ SOSt n&od
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private use because the only private use permitted is local travel to access essential services.
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Commissioner acknowledges that opportunities for an employee to use a vehicle for private use have
been restricted under Level 4, to accessing essential services or working in an essential business.
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they have access to the vehicle and permission to use it for private purposes. Actual use Is irrelevant f
FBT purposes.

Intended audience: Businesses & Intermedia
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Fringe Benefit Tax: Motor vehicles
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and the Level 4 days must be included in the FBT calculation for the relevant period.

A There is no legislative scope for the Commissioner to exercise her discretion in these circumstances.
However, Policy is currently considering this matter and whether any legislative relief should be
available. As FBT returns do not need to be filed until 31 May 2020 for the period to 31 March 2020,
further communication on this issue will be forthcoming. Returns for the period from 1 April do not neec
to be filed until after 30 June.
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Interpretation Statement IS 17/07: Fringe benefit¢amotor vehicles.

A Find more information on our websiteBT and Motor Vehicles

Intended audience: Businesses & Intermedia
Inland Revenue
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https://www.ird.govt.nz/covid-19/business-and-organisations/employing-staff/fringe-benefit-tax

Fringe Benefit Tax: Pool vehicles

A The Commissioner understands that some employees were required to take home pc
vehicles during Level 4.

A If these vehicles are subject to a genuine private use restriction, no FBT is payable
during Level 4.

A However, FBT is payable on the day the vehicle was brought home and the day it wa:
returned to work.
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Fringe Benefit Tax: Home as a place of work
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However, the courts have held that no private benefit arises from travel between home and work if the
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A The Commissioner understands that during Level 4, many employees have been required to work fron
home. This is because in many cases their place of work is closed. In the unique circumstances of Lev
the Commissioner will accept that there are sound business reasons arising from the nature of the wor
for the work to be performed at home (and therefore the need to travel from work to home and back
again). This means that home to work travel (such as driving the pool vehicle home before Level 4 anc
returning it when the employee can go back to work) is not subject to FBT. Taxpayers need to ensure
that the facts of their case support this approach (for example, their employee must be actually working
from home) before concluding that there is no FBT. There also needs to be a genuine private use
restriction in place. If the employee is free to use the vehicle for private purposes, then FBT will be
payable.

Inlar!d Revenue
Te Tari Taake Published: 29/04/202(
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Fringe Benefit Tax: Exemptions

A There may be some days where an FBT liability does not arise because an exemptiot
applies.

A For example, if the vehicle is used for an emergency call, or if the employee is absent
from home with the vehicle for at least 24 hours.

A These exemptions are outlined in more detail in IS 17/07 and there are several
requirements that must be satisfied before the exemptions apply.

Inlar!d Revenue
Te Tari Taake Published: 29/04/202(
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INDEX

Student Loan Borrowdrardship or reducing current assessments

A If you're struggling to make your student loans payments, we might be able to reduce
your repayment obligations. Alternately, you can propose an instalment arrangement
to suit your situation.

A You can also apply for a student loan repayment deduction exemption if you're New

Zealand based and:

A are studying fultime, or about to start studying
A will reasonably expect to earn under the annual repayment threshold.

A Find more information on our website:
A Hardship & defaulting on my student loan
A Student loan repayment deduction exemption

Intended audience: Individuals with Student Loan obligat
Inland Revenue
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https://www.ird.govt.nz/student-loans/managing-my-student-loan/hardship-and-defaulting-on-my-student-loan
https://www.ird.govt.nz/student-loans/repaying-my-student-loan/repaying-my-student-loan-when-i-earn-salary-or-wages/student-loan-repayment-deduction-exemption

INDEX

Student Loan Overseas Borrower: hardship or reducing current assessment:

A If an overseas based borrower is unable to pay the required amount, they can apply f
hardship relief, and the obligation may be reduced.

A When dealing with overseas based borrowers Inland Revenue will ensure we are taki
the current situation with COVAD®, worldwide, into account.

A If you contact us and we can see that you have been keeping up to date with your
repayments, or have been making repayments under an arrangement, and you are n
unable to make these payments then we will discuss options for the capitalisation of
arrears and/or options for reducing your current assessment.

Intended audience: Individuals with Student Loan obligat
@ Inlar!d Revenue
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Student Loan Borrower: Unable to return to New Zealand

A If you were intending to travel back to New Zealand but are now unable to, you can
apply for your student loan to be interefsee.

A You'll need to have been a New Zealand tax resident while you were overseas and sf
that you were intending to stay overseas for less than 184 days.
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A evidence of the reason you were delayed

A your original flight reservations
A a completed New Zealand tax residence questionnaire (IR886) if you were overseas for more than

325 days.

A Find more information on our website:
A Unexpected delay returning to NZ when | have a student loan

Intended audience: Individuals with Student Loan obligat
Inland Revenue
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https://www.ird.govt.nz/student-loans/when-can-i-keep-my-student-loan-interest-free-overseas/unexpected-delay-returning-to-new-zealand-when-i-have-a-student-loan
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Statutory Declarations

A Some Inland Revenue processes and forms require customers to make declarations witnesse
by a Justice of the Peace, solicitor or other similar person authorised to witness statutory
declarations.

A In light of the COVHD9 epidemic, the Government has made a temporary law change to
modify the requirements for signing and witnessing oaths, affirmations and declarations unde
the Oaths and Declarations Act 1957, allowing such declarations to be made without being
witnessed in person, and instead be made using audiu@l or audio links.

A The Ministry of Justice has issued guidance about this change, which can be found on the
Ministry of Justice website

A If there is an Inland Revenue form or process that requires you to make a declaration, you
should contact a solicitor or other person who can witness such a declaration to make
arrangements for the declaration to be witnessed using the alternative measures discussed
above.

Intended audience: All custome

Inlar!d Revenue
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https://www.justice.govt.nz/about/news-and-media/covid-19-news/oaths-affirmations-or-declarations

IR processes that require statutory declarations

A Below are some examples of Inland Revenue processes that require customers to

provide statutory declarations:
A Withdrawing KiwiSaver fundse to significant hardship;
A Applying to be a Tax Agent
A Applying for paid parental legve
A Proving your relationship with a child in your care when applyimgifdmparental leave
A Proving your relationship with a child in your care when applyitigdorlRD number
A Applying for aefund of tax paid by a deceased customer
A Completing ammputation ratio change declaratipn

A This is not intended to be a complete list and there may be other processes that
require a customer to provide a statutory declaration, any and all of these process are
covered by the guidance on thénistry of Justice website
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https://www.ird.govt.nz/kiwisaver/kiwisaver-individuals/getting-my-kiwisaver-funds-early/getting-my-kiwisaver-funds-for-significant-financial-hardship/get-my-kiwisaver-funds-for-significant-financial-hardship
https://www.ird.govt.nz/tasks/make-a-statutory-declaration-of-a-key-office-holder
https://www.classic.ird.govt.nz/forms-guides/number/forms-800-899/ir880-form-paid-parental-leave-app.html
https://www.classic.ird.govt.nz/forms-guides/keyword/wff-tax-credits/ir880d-form-statutory-declaration.html
https://www.classic.ird.govt.nz/forms-guides/keyword/individualincometax/ir595d-form-statutory-declaration.html
https://www.ird.govt.nz/tasks/file-a-declaration-in-support-of-refund-for-deceased-persons-ir625
https://www.classic.ird.govt.nz/forms-guides/keyword/businessincometax/ir407-form-ratio-change-decl.html
https://www.justice.govt.nz/about/news-and-media/covid-19-news/oaths-affirmations-or-declarations

