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The budget delivered by Finance Minster Hon. 
Bill English highlighted a number of important 
tax changes, which I am sure you are familiar 
with by now. I will not restate all the changes 
in this newsletter but provide my initial 
commentary on some of the changes that will 
impact you. The tax changes at a glance are 
in areas of  

 

·  Personal tax 
·  Company tax 
·  GST 
·  Depreciation 
·  Thin capitalization 
·  Qualifying companies 
·  Working for families 
·  Integrity measures 
 
Full details are available at 
www.taxguide.govt.nz 

This budget while seeming well structured to 
achieve the desired results for the country, its 
affects on individuals and families will be varied. 
The personal income tax cuts will be welcome but 
some may not be happy with the increase in GST. 
Not all personal expenses will be impacted by the 
GST increase such as mortgage and rent 
payments. Businesses will be better off with the 
income tax rate reducing from 30% to 28% from 
next year however they will be faced with 
increased compliance costs this year to make 
changes to increase GST to 15%. Property 
investors will have a cashflow impact due to 
changes in depreciation and changes to loss 
allocations. Investing in PIE’s will become 
attractive due to the reduced tax rates.  It is 
important to review your personal financial 
strategies and make the best use of the new tax 
rules. Tax rules will always change, your income 
and long term investment strategies should not 
solely be dependent on tax but on outcomes you 
desire. 

Michael Prasad  

WHAT THIS BUDGET AIMS TO ACHIEVE 

 The National Government had stated that the 
key aims in arriving at this budget include 
strengthening the economic growth of the 
country. It wants to improve incentives to 
work, hence the personal income tax cuts and 
“tilt” the economy towards savings and 
productive investments.   

 

It wants the country to move away from taxing 
income to taxing consumption and getting 
people to save and invest. The verdict on the 
tax package will become apparent over time. 
It certainly has delivered a massive range of 
tax changes. 

 

WHAT DOES IT MEAN FOR YOU 

 



25 MAY 2010 

COMPANY TAX CHANGES 

IMPACT OF INCOME TAX AND GST CHANGES.  

Your fair share  
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“We will be providing a full range of 

advice and help to get you through this. 

Watch for details on our website”.  

The company income tax rate will reduce from 30% 
to 28% with effect from the 2011/2012 year. For 
most companies which have a 31 March balance 
date this will mean that this rate becomes 
applicable from 1 April 2011. The provisional tax 
payments for your 2012 year will be reduced to 
reflect this new lower rate. There will be a two year 
transitional period for “imputation credits” at 30c to 
be used up when paying dividends to shareholders. 
The lowering of the top personal tax rate from 38c 
to 33c will make tax planning for company 
distributions a lot easier. 

 

The changes to GST will have a bigger and more 
significant impact on all businesses. GST will 
increase from 12.5% to 15% on 1 October 2010 
and there is no transitional period. Details of some 
of the practical applications are yet to be released. 
It is important for every business to start planning 
for the event as early as possible. Consider things 
like systems – would it be able to cope, pricing 
decisions will need to be addressed as abnormal 
prices make it difficult for customers and will hold 
up your point your sale, consider the rises in your 
costs, possible customer demand before the 
change date and a slow down after the date and 
understand the effect on your business profitability. 
There are a large number of technical issues arising 
from this GST change that will impact on your 
business, don’t hesitate to seek the right advice and 
help as early as possible.  
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A good hand? 



MPG Chartered Accountants | email: info@mpg.co.nz  | www.mpg.co.nz |phone 09-8159450 | fax 09-8159470 

The changes to depreciation were expected but 
this has been extended to include commercial 
property. Buildings with a useful life of less than 
50 years will have an exemption. Unfortunately 
this will exclude most buildings. Details on the 
depreciation claim for building fit outs particularly 
for commercial buildings are yet to be finalized by 
the government. All repairs and maintenance will 
still be deductible for tax purposes. Depreciation 
in many cases only created a “timing difference” 
as on the sale of the property if the sale price was 
higher than the book value, there was always 
likely to be “depreciation recovered or claw back” 
at the point of the sale. While not being able to 
claim depreciation during the period you hold the 
property will have an impact on short term 
cashlows, there should be little difference to long 
term investors investing for capital gain.  
 

The significant other change is the way Qualifying 
Companies (QC) and Loss Attributing Qualifying 
Companies (LAQC) are to be taxed. The 
government wants it taxed similar to “limited 
partnerships” and the effective date of this change 
is 1 April 2011. The difficulty that we have is that 
the exact details for this are not finalized. There is 
an “issues paper” that has been released and 
submissions on it close on 5 July 2010. We will be 
making submissions on your behalf. The changes 
recommended are highly complex and it is 
important that you rely on professional advice as 
some of the media and blogs on the internet have 
varying degrees of understanding.  
 

If the proposals in the issues paper are 
implemented, there should be no change to most 
investors with LAQC’s. There are a number of 
solutions that we have formulated that will be 
useful for you but we need to get the final 
legislation from government.     

KEEP A WATCH FOR MORE DETAILS 

·  We will be providing additional help 
and advice specific to you in the 
coming weeks.  

·  We will be making submissions on 
your behalf regarding the QC and 
LAQC tax treatment. 

·  The changes to property tax take 
effect from 1 April 2011 and will not 
impact your taxes till you file your 
income returns for the year ending 31 
March 2012.  

·  There are still a lot of details to be 
provided by the government. We will 
let you know as these are finalized. 

·  Please feel free to access our expert 
help and advice. We have understood 
all the tax changes and will be 
developing solutions to help you.   

 

 

CHANGES TO PROPERTY TAX  
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A long term investment? 
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This newsletter is for guidance only, and our 
professional advice should be obtained before 
acting on any advice herein as your 
circumstances may differ from that mentioned 
here. We cannot accept any responsibility for 
loss occasioned to any person as a result of 
action taken or refrained from in consequence 
of the contents of this publication. This 
newsletter does not take into account any 
legislative or other changes that are yet to 
passed by the government. 
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