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Business Transformation: April changes for individuals
Webinar for community organisations




Inland Revenue
Te Tari Taake

Rata Kamau
Transformation Account Manager

Rata is a Transformation Account
Manager focusing on small and medium
enterprise customers, not-for-profit
organisations and Iwi. He has both project
and service management skills as well

as experience working across government
and business advisory groups.

Rata is passionate about improving services
for employers and Iwi and spends his days
working with industry associations,
professional bodies and Iwi to update them
on the changes, capturing their feedback
and advocating on their behalf.

Questions?
webinar.questions@ird.govt.nz

Greetings everyone, and welcome to this presentation introducing some
upcoming changes that may be of interest to you.

My name is Rata Kamau and 1 6m a Transformation A
Revenue working with Industry Associations, Professional bodies and Iwi across

New Zealand. Over the last couple of years, | have been assisting our

Community Compliance staff in talking to community organisations about the

Business Transformation changes - many of you may have attended these

presentations.

I n this webinar | 0611 tell you about some of the
year, including a new top income tax rate for individuals.

Please note that the content is correct as of February 2021 and some details may
change.

If you have any questions arising from this webinar, please send them to
webinar.questions@ird.govt.nz
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Today we’ll cover:

« Changes in 2021

* New Legislation

« Portfolio Investment Entity changes

« Automatic assessment, IR3 and return changes
« Other changes

Hereds the topics wedll be covering today. As
through.
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fblnlandRevenue Changes in 2021

To be confirmed A

« Legislative changes
« Scope and details
around design
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*+ Release 1 - was delivered on 1 March 2021 l
« Paid Parental Leave l
+ New Zealand Foreign Trusts L
« Unclaimed Money
« Duties (Lotteries Duty, Casino Duty and Totalisator Duty)

» Annual and other changes in April 2021. These include:

I
| The new 39% tax rate |
» Automatically issued income tax assessments |

I

| * Returns changes
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» Release 2 - to be delivered around October 2021 (date tbc)

« Child Support
« An upgrade to a new version of myIR

e ——

|
|
|
|
|
|
|
|
|

We 61 | start with a reminder of whatos

A Release 1 went live on 1 March. This covers changes to Paid Parental
Leave , New Zeal and foreign trusts,
covered these topics in previous webinars.

A The next changes will come into play on 1 April this year. They will include
a range of changes for individuals T these are the changes we will focus
on in this presentation.

A Later this year our next major release, Release 2, will go live. This is
planned for October and will include moving Child Support into our new
system upgrading myIR.
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New Legislation

On 3 December 2020 the Government passed the Taxation (Income Tax Rate
and Other Amendments) Bill. This was granted assent on 7 December 2020.



) andnerene New Legislation

The Taxation (Income Tax Rate and Other Amendments) Bill
contains four main measures:

A new top personal income tax rate of 39%

e Increased disclosure requirements for trusts

e Increasing the Minimum Family Tax Credit threshold for
the 2020-21 tax year, and

e Clarifying the ability for Inland Revenue to require
information for the purposes of providing quality policy
advice.

In the Bill the Government introduced a new top personal tax rate of 39%,

increased disclosure requirements for trusts, increased Minimum Family Tax

Credit Threshold, and clarified Inland Revenued
for the purposes of providing quality policy advice iwebll cover these ch
in more detail over the next few slides.



(D onneene Tax rate changes

A new top income tax rate for individuals and unincorporated bodies
will be in effect from 1 April 2021 - 39% on income over $180,000.

.

New top income tax rate for individuals and

unincorporated bodies 39%

New top Fringe Benefit Tax (FBT) rate 63.93%

New resident withholding tax on interest rate 39% .

New employer superannuation contribution (ESCT) -

tax 39% >

New residential land withholding tax (RLWT) rate 39% E _.-«-y ’ <
New top retirement savings contribution tax - ‘ o
(RSCT) rate 39%

Non-declaration rate for Resident Withholding Tax

(RWT) on Taxable Maori authority distributions 39%

The Bill introduced a new top tax rate of 39% for individuals and unincorporated bodies on
income over $180,000. This new rate will come into effect from 1 April 2021.

As well as the rate change, the Bill contains a number of flow on changes for individuals

A There will be two new secondary tax codes, SA and SA SL. Individuals who have more than
one source of income need to pay secondary tax to ensure they pay the right amount of tax
and do not end up with a bill at the end of the year. SA will be for individuals to use for their
secondary income source if they will earn more than $180,000 a year. If they earn more than
$180,000, have a secondary income source and a student loan they need to use SA SL

A The Residential land withholding tax (RLWT) rate changes to 39%. Residential land withholding
tax is a tax deducted from some residential property sales. It's paid by offshore people who sell
their residential property. Withholders deduct and pay the tax to us for the offshore people.

AThere will be a new employerds superannuation cont |
superannuation contributions made for employees whose ESCT rate threshold amount (usually
their prior yeards salary/ wages plus gr216680 empl oye!

A There will be a new Fringe Benefit Tax (FBT) calculation rate of 63.93% applying to all -
inclusive pay exceeding $ 129,680

A There will be a new top retirement savings contribution tax (RSCT) rate of 39 %

AThenon-decI aration rate for Resident Wi thholding Tax
distributions will change from 33% to 39%.

There will also be a New Resident Withholding Tax on interest rate of 39%, for individuals with
income over $180,000. B anks have been given until October 2021 to update RWT rates, so the

new 39% RWT rate will be available from 1 October 2021. Some individuals will receive a tax bill

because tax was under deducted prior to the new rate coming into effect. From 1 October 2021
impacted individuals will need to change their RWT rate.



¢ r=ve  Increased disclosure for Trusts

Trusts must provide more information on their annual
returns for the 2021-22 income year onwards, including:

distributions

settlements

profit and loss statements
balance sheets.

The increased disclosure requirements do not apply to non-
active trusts, charitable trusts and trusts eligible to be Maori
Authorities.

From the 2021 -22 income year onwards trusts will be required to provide more
information on their annual returns, including distributions and settlements
made in the income year, profit and loss statements and balance sheets.

This change has been introduced by the Government to help ensure that
Inland Revenue has a clear picture of how a trust is being used. We will be able
to request information for prior income years back to 2013 -2014, as
appropriate, to allow for comparable information to be gathered.

The increased disclosure requirements do not apply to non -active trusts,
charitable trusts and trusts eligible to be

There will be further consultation on disclosure requirements for Trusts for
2021 -22 income.
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ﬂ el Minimum family tax credit changes

The annual rate minimum family tax credit (MFTC)
threshold has been increased from $27,768 to $29,432 for
the 2020-21 tax year and subsequent years.

Inland Revenue started paying the higher rate in weekly
or fortnightly payments from late December 2020.

The MFTC threshold is reviewed regularly to ensure the
scheme serves its purpose.

The Minimum Family Tax Credit is available to low -income families with
children to ensure that families do not suffer a reduction in income when
moving off benefit into full -time employment.

The annual rate minimum family tax credit (MFTC) threshold has been
reviewed and has been increased from $27,768 to $29,432 for the 2020 -21 tax
year and subsequent years.

This equates to a maximum additional $32 per week which will be
retrospectively increased.

As this started in the 2020 -21 tax year, we started paying the higher rate in
weekly or fortnightly payments from late December 2020. For the portion of
the year between April and December 2020, the increase will be delivered in a
l ump sum as part of-yedrtxsqlare e-siP® end

The MFTC threshold is reviewed regularly to ensure that the scheme continues
to serve its purpose, so this amount may change in the future.



The information gathering powers outlined in the Taxation (Income Tax Rate
and Other Amendments) Bill are not new. The Bill simply clarifies the existing
measures - that the Commissioner of Inland Revenue can require information
to be provided to assist with the development of tax policy.

As always, we take a considered approach to requesting additional information
from taxpayers and only do so as appropriate.

Any requests for additional information are approached on a case -by-case
basis.




