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[IN CONFIDENCE RELEASE EXTERNAL] 

Question 2 

The bright-line property rule is one of several provisions under the Income Tax Act 2007, 
which taxes income from property sales. As bright-line is not a tax, Inland Revenue does 
not capture the amount of revenue collected that is specifically attributed to bright-line 
compliance.  

Your request for this information is therefore refused under section 18(g) of the OIA, as 
the information is not held by Inland Revenue, and we do not believe it is held by another 
agency.  

Question 3 and 4 

Estimates are unreliable and rarely assist Inland Revenue in targeting non-compliance. 
For something such as the bright-line property rule, which is not a tax, an estimate is even 
less reliable. Inland Revenue is unable to provide a total compliance rate, including an 
estimate, as this would require an audit of all taxpayers.  

As mentioned to you in our response of 14 April 2021 (21OIA1490), there is a delay 
between the time a property is sold and when the income information is declared on an 
income tax return. If required, Inland Revenue may commence an audit after a taxpayer 
has filed an income tax return. Currently, the level of compliance can only be measured 
for the year ending 31 March 2020 and earlier, due to the timing of the income tax year 
and when returns are filed.  

Year ending 31 March 2020 

In the tax year ending 31 March 2020, the total number of property sales that occurred 
within the bright-line period was 27,045. Of these, 7,994 were subject to the bright-line 
property rule based on the information Inland Revenue held at the time. The remainder 
were excluded as they were either main homes, inherited, or sold by developers or 
property dealers who pay tax on those sales under other taxing rules.  

Of the 7,994 sales that were subject to the bright-line property rule, 46% were included 
in an income tax return. We are unable to provide an accurate assessment of how many 
people failed to comply with the bright-line property rule for this period as investigations 
into the remaining 54% (4,316 properties) are ongoing. Your request for this information 
is therefore refused under section 18(g) of the OIA as the information is not held by Inland 
Revenue, and we do not believe it is held by another agency.  

Earlier years 

Of the people who Inland Revenue believed were most likely to avoid their obligations in 
years ending prior to the year ending 31 March 2020, investigations showed that most of 
those people were meeting the requirements of the bright-line property rule.  

• 37% of property sales were not subject to the bright-line property rule. Many were 
subject to the main home exclusion, however, some applicants failed to indicate 
that the property was their main home. 

• Of those who were subject to the bright-line property rule, 74% had declared the 
income from the sale of their property in their income tax return, however, the 
information was not correctly entered on their return. 

• Of those that had tax outstanding, 80% corrected their return when they were 
contacted by Inland Revenue.   

Questions 5 & 6 

As mentioned to you in our response of 14 April 2021, Inland Revenue continues to assist 
people in correcting mistakes as part of Inland Revenue’s ‘right from the start’ compliance 
approach. However, Inland Revenue can pursue those who do not meet their tax 
obligations through audits and prosecutions, depending on the nature of the tax error.   






