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Important: This is not advice. Clients should not act solely on the basis of the material contained in
HFK Comment. Items herein are general comments only and do not constitute or convey advice per se.
Also changes in legislation may occur quickly. We therefore recommend that our formal advice be
sought before acting in any of the areas. HFK Comment is issued as a helpful guide to clients and for
their private information. Therefore it should be regarded as confidential and should not be made
available to any person without our prior approval.

Budget announcement 2009 – a quick summary
- Personal income tax cuts planned for 1 April 2010 and 1 April 2011 have been delayed. Tax

cuts that came into affect on 1 April 2009 remain.
- Increase in the independent earner tax credit planned for 1 April 2010 has been cancelled.
- The KiwiSaver mortgage diversion facility closed to new applicants from 1 June 2009.

It will remain available to existing participants.

The basic income tax rates for individuals (before allowing for any Working for Families or
Independent Earner Tax Credits or ACC levies) therefore remain as follows:

Individual income
$0 - $14,000 ................................. 12.5%
$14,001 - $48,000 ........................ 21%
$48,001 - $70,000 ........................ 33%
Over $ 70,000.............................. 38%

KiwiSaver – updates 2010 financial year onwards
- The compulsory employer contribution (CEC) increased to 2% from 1 April 2009. This is

now the maximum CEC.
- The maximum employee contribution rate has reduced to 2% of the employee’s gross pay.
- Existing KiwiSaver members must apply to their employer in writing to reduce their 

contribution to 2%.
- 2% is the default rate for new employees who sign up on or after 1 April and don’t indicate

a KiwiSaver rate.
- The $40 annual fee subsidy ceased from 1 April.
- Voluntary employer contributions will be liable for ESCT (employer superannuation 

contribution tax).
- The employer tax credit (ETC) can no longer be claimed from 1 April 2009.
- The KiwiSaver Act has been amended and the Employment Relations Act amendment 

relating to KiwiSaver has been repealed. So, KiwiSaver compulsory employer contributions
must be paid in addition to an employee’s gross salary and wages, unless through good faith
bargaining, employers and employees agree otherwise.

Independent earner tax credit (IETC)
From 1 April 2009 eligible taxpayers earning an annual net income (before tax) between $24,000
and $44,000 will be entitled to an extra $10 per week. For eligible tax payers earning over $44,000
the independent earner tax credit (IETC) decreases by 13 cents for every additional dollar earned
up to $48,000. Individuals will have to work out whether they’ll be eligible for the tax credit.

To receive the tax credit through their pay, employees will need to choose a new tax code and give
their employer a new IR 330. This is so the right amount of tax can be deducted from their salary
or wages.

This new tax code can only be used for their main job or source of income.

The new tax code is ME, or ME SL for people with a student loan.
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Tax Changes – for the
2010 financial year onwards

The GST payments basis threshold will increase from $1.3
million to $2 million.

The GST compulsory registration threshold will increase from $40,000
to $60,000.

The six-monthly GST registration threshold is being increased from $250,000
to $500,000 based on annual turnover. However you need to be aware that if

you file your GST six monthly your provisional tax payments are due twice a year.

The PAYE monthly filing threshold will increase from $100,000 to $500,000
(if over $500,000 then must file bi monthly PAYE returns).

The FBT annual filing threshold will increase from $100,000 to $500,000.

The value of ‘other fringe benefits’, (ie: such as gifts, prizes, flowers) threshold will
increase to $300 per quarter per employee and $22,500 a year per employer (up from
$200 per quarter per employee and $15,000 a year).

The safe harbour threshold for use of money interest for individuals is being raised from
$35,000 to $50,000 (based on annual residual income tax).

The exemption threshold for low-value trading stock is being raised from $5,000 to $10,000.

Businesses with business-related legal expenditure up to $10,000 will be able to fully
deduct the expense in the year it was incurred, without having to distinguish between revenue
and capital. If the business-related expenditure is more than $10,000 there must be a distinction
made between capital and revenue on the full amount and not the amount above the $10,000.

The provisional tax uplift has been reduced. In future, when we have completed your annual
accounts, you will pay the same amount of provisional tax as your tax liability for the previous
year. Put simply, there will no longer be an extra 5 per cent.
However, if your income rises in the ensuing year, you could still be caught for Use of
Money Interest by exceeding a UOMI threshold.

Use of money interest rates, applicable to overpaid and underpaid tax, have been reduced:
- For overpaid tax, the new rate is 1.82% (down from 4.23%).
- For underpaid tax, the new rate is 8.91% (down from 9.73%).
The new rates first apply on 28 June 2009.

In another adjustment, the prescribed interest rate used to calculate the fringe benefit
value of employment-related loans will fall from 8.05% to 6.41% on 1 July 2009.

Remember you can call us on 0800 ACCOUNTANT
0800 222-686 - Not cellular phones

Credit Card Payments
HFK are pleased to advise that we now accept Visa and Mastercard for payment
of our fees. If you would like to pay via these two types of credit card you can

either call into our office or ring us with the details and we will be able to process
over the phone.



Employee reimbursement
We accept that mileage rates may be used as a reasonable estimate by employers reimbursing
employees for: (note: 5,000 km limitation does not apply)
- business use of an employee’s vehicle, and
- shareholder employees.
IRD also accept that employers may use the motor vehicle running costs data published by other
reputable sources, e g the New Zealand Automobile Association, as an alternative reasonable
estimate for reimbursement of employees.

AA rates 2009 – rates estimated on 14,000 km per year (petrol):

Small car Compact Medium Large
0-1500 cc 1500-2000cc 2000-3500cc > 3500cc

47.8 57.4 71.5 90.3

Alignment of RWT and PIE tax rates with income tax rates
In July the Government announced that it would align RWT rates on interest and PIE tax rates
with marginal rates for income tax rates for income tax, from 1 April 2010. The changes will be
included in a Tax Bill to be introduced soon, for enactment by December this year.

The new RWT rates on interest will be as follows:

Donation thresholds from 2008-09 income year onwards

Remember that the donation thresholds have increased.

Individuals
Individuals can claim a tax credit (formerly rebate) of one-third of qualifying cash donations they
make to donee organisations, up to the level of their taxable income. Previously, no matter how
much they donated, the maximum amount they could claim was the lesser of $1,890 or their taxable
income.

Example
Kath donates $10,000 to donee organisations during the year ended 31 March 2009. Her taxable
income for that year is $40,000.

Previously, Kath would have only been entitled to a claim of $630 (one-third of $1,890).

With the increase in threshold, Kath will be able to claim $3,333 (one-third of $10,000).

Companies
Companies will be able to claim a deduction for cash donations they make to donee organisations,
up to the level of their net income (before deducting the donation amount).
Previously, the maximum they could deduct was 5% of their net income.

Close companies (companies with five or fewer shareholders) which aren’t listed on any recognised
exchange will also be able to claim a donation deduction.

Receipts: If you’re claiming a donation tax credit, you need to keep your receipts for four tax years,
starting from the end of the claim year.

Note: You can’t claim payments to organisations that aren’t donee organisations.
Go to www.ird.govt.nz/donee-organisations/ to check IRD’s list of donee organisations.

Minimising IRD Interest Charges
Interest costs can be reduced by purchasing overpayments of provisional tax from taxpayers who
have overpaid via a commercial tax pooling system. Call us if you would like more details.

Can’t pay tax on time?
If you cannot pay your tax on time, you can arrange for payment in instalments. Set up these
arrangements with the IRD before the due date for tax. Note the following: It is better to consult
us before approaching the IRD. We will aim to get an arrangement we feel you can live with.

New mileage rate for motor vehicle expenditure
The Commissioner has set a new mileage rate for taxpayers to calculate the expenditure or loss on
a motor vehicle that represents the proportion of business use of a motor vehicle for the 2008-2009
income year.

The new mileage rate set for motor vehicles is 70 cents per kilometre.

This mileage rate doesn’t apply in respect of motor cycles.

Self-employed
The mileage rate applies in respect of:
- self-employed  taxpayers
- up to a maximum of 5,000 kilometres or work-related travel each year
- motor vehicles irrespective of engine size whether they are powered by petrol or diesel.

Marginal tax rates Current RWT rates New RWT rates Application date

12.5% 19.5% 12.5% 1 April 2010

21% 21% 1 April 2010

30% 33% 30% * 1 April 2011
(optional for 1 April 2010)

33% 33% No Change

38% 39% (or 38%) 38% 1 April 2010

* for companies

The ‘default’ RWT rate where an interest earner:
- Has not provided an IRD number will be 38%.
- Has made no rate election will be 21% for existing accounts (compared to 19.5% currently)

and 38% for new accounts, in the 2010-11 year, and 38% for all accounts from the
2011-12 year.

The new PIE rates for individuals, from 1 April 2010, will be:

Current* Rate Proposed* Rate
$0 - $38,000 taxable income AND 19.5% $0 - $14,000 taxable income AND 12.5%
$0 - $60,000 taxable and PIE income $0 - $48,000 taxable and PIE income
$38,001 + taxable income OR 30% $0 - $14,000 taxable income AND 21%
$60,001 + taxable and PIE income $48,001 - $70,000 taxable and PIE income

$14,001 - $48,000 taxable income AND 21%
$0 - $70,000 taxable and PIE income
$48,001 + taxable income OR 30%
$760,001 + taxable and PIE income

* taxable and PIE income in either of the previous two income years


