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Foreign income – top 10 tips for Tax Agents  

1. Confirm all overseas assets and income from clients 

Often clients do not advise of all overseas holdings due to misunderstandings of the tax rules and 
obligations. 

We have a Foreign Income Checklist (IR1248) which should be used for all clients to confirm any overseas 
holdings/income. This can be found, along with our Foreign Income Guide (IR1247), here: 
https://www.ird.govt.nz/international-tax/individuals/compliance-focus-for-individuals. 
 
2. Consider the foreign investment fund (FIF) rules 

As defined in section EX 28 of the Income Tax Act 2007 (the Act), FIF rules apply to foreign investments, 
this includes shares in foreign companies, units in unit trusts, life insurance policies and foreign 
superannuation (in certain circumstances). 

It is important to consider whether these rules apply in each circumstance, as solely declaring receipt of 
dividends might be incorrect. 
 
3. Exchange rates – FIF 

Generally, you will have a choice of exchange rate method when calculating FIF income (unless you are 
using the attributable income method). 

Under section EX 57(2) of the Act, you can choose to use either: 

• the rate for the day on which the market value is determined or on which the amount is derived 
or incurred (the spot rate); or 

• the average of the 15th day of each month that falls within the income year (the 12-month rolling 
average as of the end of the tax year – generally March). 

The opening balance when using the comparative value (CV) method, will use the same exchange rate as 
the closing balance for the prior year (per section EX 51(5) of the Act) 

Once you choose an exchange rate method (spot rate or 12-month rolling average), you must use it for that 
year and each following year (section EX 57 (3)). 
 
4. Consider the financial arrangements (FA) rules 

The financial arrangements rules may apply to any financial arrangements to which a New Zealand tax 
resident is a party. 

Financial arrangements involve a deferral between when money is provided and when it is returned. 
Common examples are bank accounts and term deposits. 

Variable principal debt instruments (bank accounts) can be considered excepted financial arrangements (and 
therefore not required to be accounted for under the FA rules), if the value of all accounts is  
$100,000 or less each day of that year. Companies are excluded from using this option. Note that for periods 
prior to the 2025-26 income year, the threshold was $50,000. 
 
5. Exchange rates – FA 

When completing calculations for financial arrangements held in a foreign currency, you must convert the 
values using the spot rate. 

This is required under Determination G9A: Financial Arrangements that are Denominated in a Currency or 
Commodity other than New Zealand Dollars and defined in Determination G6D: Foreign Currency Rates. 

In a practical sense, opening and closing balances may be calculated using the 31 March rate, and 
transactions throughout the year using the mid-month rate for the month the transaction occurred as a 
proxy. These rates are available on our website, here: https://www.ird.govt.nz/managing-my-tax/overseas- 
currency-conversion-to-nz-dollars. 

However, larger transactions should use the actual rate for that day (this can be found on the 
Reserve Bank of New Zealand website). 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ird.govt.nz%2Finternational-tax%2Findividuals%2Fcompliance-focus-for-individuals&data=05%7C02%7CSamantha.Jennings%40ird.govt.nz%7Cdd7585d0a0794ad3ebc308dd76194473%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638796573076798681%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=n03xeARa1ELSNDE5vD%2BFUNrc%2FX%2F%2BnPMrDrVB6HgJ0l8%3D&reserved=0
https://www.taxtechnical.ird.govt.nz/-/media/project/ir/tt/pdfs/determinations/financial-arrangements/financial-arrangements-general/determination-g9a.pdf
https://www.taxtechnical.ird.govt.nz/-/media/project/ir/tt/pdfs/determinations/financial-arrangements/financial-arrangements-general/determination-g6d.pdf
https://www.ird.govt.nz/managing-my-tax/overseas-currency-conversion-to-nz-dollars
https://www.ird.govt.nz/managing-my-tax/overseas-currency-conversion-to-nz-dollars
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6. Cash basis persons, spreading methods and base price adjustments (BPAs) 

If you are a cash basis person under the FA rules, you can return income from the arrangement on a cash 
basis (when it is received). 

From the 2025-26 income year onwards, a cash basis person is a person who either: 

• has total income and expenditure from all financial arrangements on an accrual basis under 
$200,000  

• has total financial assets and liabilities less than $2 million. 

From the 2026-27 income year onwards, foreign currency arrangements should be tested against the 
threshold using their original principal converted at the start date. Later exchange rates are ignored, but it 
must be reassessed if the principal itself changes. 

If you are not a cash basis person, you must spread income over the life of the arrangement. There are 
several methods which can and cannot be used depending on the situation. The Commissioner has issued 
determinations showing how income should be calculated in a number of scenarios. 

The most common method for foreign currency FAs is Determination G9A. 

Regardless of whether you are a cash basis person or use a spreading method, a base price adjustment 
(BPA) must be completed at the end of the arrangement. 
 
7. Tax years/balance dates 

You may elect to use a balance date used in a foreign country in certain circumstances. 

If your foreign income is under $100,000, section EG 1 of the Act may allow you to elect to report certain 
types of income you have included in a foreign tax return according to your balance date in that country. 

The income would be declared in the New Zealand tax year that the foreign balance date falls (for example, 
for a foreign balance date that falls on 30 June or 31 December 2023, the full amount would be declared in 
the New Zealand return for the year ended 31 March 2024). 

This election generally does not apply to income/expenditure from: 

• Financial arrangements (FAs) 
• Dividends 
• Controlled foreign companies (CFCs) 
• Foreign investment funds (FIFs) 

 
8. Foreign tax credit limitations 

If tax has been paid overseas on the income declared in your New Zealand tax return, you may be able to 
claim this as a tax credit against your overseas income. 

This is limited to the lowest of: 

• The actual tax paid overseas, 
• any limitations under the double tax agreement (DTA) we have with the other country, 
• the amount of New Zealand tax payable in relation to the segment calculated under section LJ 5(2). 

 
9. Exchange rates – Other Foreign Income 

Unless prescribed in legislation (like FIFs) or other determinations (like FAs), generally there is a choice of 
exchange method when converting income from a foreign currency. This is governed in Approval FX 21/01: 
Foreign exchange rates. 

This approval allows where appropriate, a choice between the spot, mid-month, end-of-month, and rolling 
average rates. The rate (and source) should be used consistently over time. 
 
10. Excel workings 

When further information and workings are requested, it is helpful to provide these in an excel format 
(.xls or .csv, not .xlsm). This allows us to review the information promptly and close our review without 
delay. 

https://www.taxtechnical.ird.govt.nz/-/media/project/ir/tt/pdfs/determinations/foreign-currency/approvals/fx-21-01.pdf
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