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Inland Revenue
Te Tari Taake

9 April 2025

Dear

Thank you for your request made under the Official Information Act 1982 (OIA), received on 12
March 2025. Your request is attached as Appendix A.

Question 1

Inland Revenue has strict confidentiality provisions set out in section 18 of the TAA. Providing
the specific value of each of the top 20 largest tax refunds made in the last 10 years from the
largest to smallest in that range, and broken down by corporation or individual, could potentially
lead to identification of specific customers. This would breach confidentiality obligations under
section 18 of the Tax Administration Act 1994 (TAA). Your request for this information is
therefore refused under section 18(c)(i) of the OIA, as making the requested information
available would be contrary to the provisions of Inland Revenue’s confidentiality obligations in
section 18 of the TAA. Disclosure of this information does not fall within any of the exceptions
to the confidentiality obligation listed in sections 18D to 18] of the TAA.

However, the Treasury release monthly tax outturns that has company tax expressed as
gross/net/refund on both a cash (receipts) basis and revenue (accrual) basis. This can be found
on the Treasury’s website: treasury.govt.nz/publications/tax-outturn-data/tax-outturn-data-

january-2025

Question 2

As at 6 April 2025, there were 879,407 tax refunds issued to corporate customers between 1
April 2024 and 31 March 2025. I have defined corporate customers as including Companies,
Partnerships and Trusts. It is possible for customers to receive more than one refund (for
example, multiple accounts or tax products). Only refunds relating to tax products are included.

There are multiple reasons why a refund might be issued. These include, but are not limited to:

Square ups with a refund (available tax credits exceed tax payable),

Overpaid provisional tax (e.g. taxpayer used uplift earlier in the year but their final
square up was smaller than the accumulated instalments),

Research & Development credit claim,

Refund out to a tax pool (an earlier deposited amount not needed and not sold to
another taxpayer), or
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Question 3

Investigations or audits are initiated when a customer’s tax position show indications of risk
factors. A refund may be one of the factors. For further information about audits, please refer to

Inland Revenue’s website at: ird.govt.nz/managing-my-tax/audits. Pages 6-7 of Inland
Revenue’s Audit guide (IR297) provide examples of types of audits and how customers may be

selected.

For the purpose of responding to your question, I have defined ‘corporates’ as including entities
of Company, Trust, and Partnership. For the period 1 July 2024 to 28 February 2025, Inland
Revenue has completed 18,186 real time reviews of credit (refund) returns, referring 1,388 for
additional review, i.e. investigations action.

Your request for the largest refund reviewed in the last year is refused under section 18(c)(i) of
the OIA as the release of that information would be contrary to the provisions of section 18 of
the TAA.

Question 4

The table below details the industries and the number of real time review of returns
completed. The data provided is for the period 1 July 2024 to 28 February 2025.

Table 1: Number of Returns reviewed by Industry

Industry Number of Reviews
Accommodation and Food Services 816
Administrative and Support Services 412
Agriculture, Forestry and Fishing 1,331
Arts and Recreation Services 229
Construction 2,123
Education and Training 121
Electricity, Gas, Water and Waste Services 84
Financial and Insurance Services 1,583
Health Care and Social Assistance 160
Information Media and Telecommunications 341
Manufacturing 795
Mining 66
Other Services 349
Professional, Scientific and Technical Services 1,757
Public Administration and Safety 18
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Industry Number of Reviews
Rental, Hiring and Real Estate Services 4,089
Retail Trade 781
Transport, Postal and Warehousing 527
Wholesale Trade 818
Unknown 1,786
Total 18,186

Question 5

For the period between 1 July 2024 to 28 February 2025, 1,759 refund requests were declined
following a real time review. Less than 10 of these refunds declined were for requests greater
than $500,000.

There can be a variety of circumstances where refunds are declined, including but not limited
to:

e ineligible expenses,

e incorrectly reported transactions, and

e supporting documents not provided.

Question 6
Inland Revenue incurs interest on overpaid tax or duty, starting on the latest date of either:
. the day after the original due date, or

° the day after payment.

Interest is calculated daily on overpaid or underpaid tax. The rates are set by the Government
and based on market rates. The table below details the date interest rates started and the rates
applied.

Table 2: Interest rates for the periods starting 8 May 2015 to 16 January 2025

When the interest rate Debit rate Credit rate
started

16 January 2025 10.88% 4.30%
29 August 2023 10.91% 4.67%
9 May 2023 10.39% 3.53%
17 January 2023 9.21% 2.31%
30 August 2022 7.96% 1.22%
10 May 2022 7.28% 0.00%
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When the interest rate Debit rate Credit rate
started

8 May 2020 7.00% 0.00%
29 Aug 2019 8.35% 0.81%
8 May 2017 8.22% 1.02%
8 May 2016 8.27% 1.62%
8 May 2015 9.21% 2.63%

Further information regarding interest on overpayments and underpayments can be found on
Inland Revenue's website: |
overpayments-and-underpayments

Question 7

In some instances, Inland Revenue will not pay the full refund or will pay a reduced amount.
This includes but is not limited to:

e using the refund in part or in full to pay other taxes you owe,
e waiting for the customer to file overdue GST returns, or
e where additional information is requested.

Question 8 and 9

I am unable to identify entities who have incorrectly applied the transfer pricing criteria. The OIA
enables people to request information from agencies such as Inland Revenue. However, the OIA
only applies to information that is already held by agencies, and there is no obligation to create
information in order to respond to a request.

The data requested would require substantial analysis to be created. Therefore, I have decided
to refuse this part of your request under section 18(g)(i) of the OIA, as the information is not
held by Inland Revenue.

However, I can provide the number of referrals made for review and / or investigation pertaining
to transfer pricing, including:

e incorrect application of criteria,
e the type of transaction,

e the associated value, or

e the methodology used.

This is detailed in the table on the following page for the 2020 to 2025 financial years. Data for
2024/25 is for the period 1 July 2024 to 28 February 2025.
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Table 3: Number of referrals made for review and or investigation relating to transfer pricing

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Transfer Pricing 20 25 31 27 43 7
referral for
review/audit

Inland Revenue uses a risk-based model and not every customer involved in cross border
transactions will be reviewed each year. A referral does not mean an investigation of transfer
pricing occurred or that adjustments to tax assessments occurred due to transfer pricing. Often
these referrals to specialist staff are to determine whether information provided is sufficient to
accept the tax return as filed, or whether further information about transfer pricing
practice/documents is required.

Question 10

Inland Revenue can impose a variety of penalties, including shortfall penalties to the outcome
of an investigation, which may include elements of transfer pricing. The table below details some
of the shortfall penalty categories and the standard penalty percentage.

Table 4: Shortfall penalty categories

Shortfall penalty categories Standard penalty Section of the Tax
(% of tax shortfall) Administration Act

1994

Not taking reasonable care (NTRC) 20% 141A
Unacceptable tax position (UTP) 20% 141B
Gross carelessness 40% 141C
Abusive tax position 100% 141D
Evasion or similar act 150% 141E
Promoter 100% 141EB

Right of review

If you disagree with my decision on your OIA request, you can ask an Inland Revenue review
officer to review my decision. To ask for an internal review, please email the Commissioner of
Inland Revenue at: commissionerscorrespondence@ird.govt.nz.

Alternatively, under section 28(3) of the OIA, you have the right to ask the Ombudsman to
investigate and review my decision. You can contact the office of the Ombudsman by email at:
info@ombudsman.parliament.nz.

If you choose to have an internal review, you can still ask the Ombudsman for a review.

Inland Revenue
Te Tar Taake Page 5 of 8



[IN CONFIDENCE RELEASE EXTERNAL]

250IA2036

Publishing of OIA response

We intend to publish our response to your request on Inland Revenue’s website (ird.govt.nz) as
this information may be of interest to other members of the public. This letter, with your personal
details removed, may be published in its entirety. Publishing responses increases the availability
of information to the public and is consistent with the OIA's purpose of enabling more effective
participation in the making and administration of laws and policies and promoting the
accountability of officials.

Thank you again for your request.

Yours sincerely

Matthew Prince
Segment Management Lead, Significant Enterprises
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Appendix A: Your full request

As mentioned, the focus is on tax rebates for corporates — both NZ and multinational companies
- plus transfer pricing.

As also mentioned, my query is a result of discovering that 3M New Zealand is seeking a refund
of an overpayment to the IRD of $5.954m in tax after omitting support services expenses of
$21.267m in its 2022 annual accounts published in May 2023. It claimed only $41,000 of
expenses in error. As a result, the accounts had to be reissued in Nov 2023 with the omitted
amount included, causing the profit and tax paid to reduce markedly.

As discussed, I am not asking anything specific about 3M because I am aware the IRD keeps
names of companies and individuals confidential when discussing issues.

I understand there are quite a few questions here that might take a little while to answer but I
would appreciate a response at your earliest convenience.,

So, this is what I am looking to write in a "wider picture type" article separate to the 3M story.

1. Do you have a database or can you pull figures together showing the top 20 largest tax
refunds made in the last 10 years from the largest (1) to smallest in that range (20th). I
am thinking corporates here but I guess there could be individuals. If that is the case can
they be identified as either corporate or an individual?

2. How many refunds have been made to corporates (companies, LLCs, partnerships etc.) in
the last year?

3. How many investigations is the IRD working on presently where corporates are seeking
refunds and what is the largest amount that has been reviewed in the last year?

4. Has the IRD found any trends in industry sectors that are seeking large refunds? I am
thinking banks might fit this category.

5. Has the IRD ever refused requests for large tax refunds (say over $500,000) after
investigating the circumstances for such refund requests? If so, what were the
circumstances?

6. If the IRD has to refund overpaid tax, does the IRD incur interest on the amount until it is
returned? If so, at what is the interest rate and from what period must it pay? Is it from
the date the accounts are filed or from the date of the end of the financial year for the
company filings?

7. What circumstances would preclude full refunds or result only in part refunds? Some
examples please?

8. With the story I am writing about 3M (above) the error was caused by omitting its transfer
pricing (support services expenses were referred to as transfer pricing in the reissued
accounts). As per the IRD website, multi-nationals and tax administrations must adhere to
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OECD transfer pricing guidelines, consistent with an “arm’s length” principle. How many (if
any) entities have been found by an IRD audit to have applied the transfer pricing criteria
incorrectly since the OECD guidelines were adopted?

9. If there are records of incorrect transfer pricing - say in the past five years, what is the
biggest amount?

10. Further to this question, have any penalties been issued by the IRD to such entities and if
so, to how many? What is the highest penalty if applicable? If there has been an
exceptionally large amount earlier than this it would also be good to have that figure.
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