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‘New builds’ discussion document
Since
the
Government’s
announcement
in
March,
regarding the tax deductibility of
interest
on
residential
investment properties and the
extension of the bright-line
period to 10 years, investors
have been waiting for more
detail on the new rules.
On 10 June 2021, Inland
Revenue released a 143 page
discussion
document
titled
“Design of the interest limitation
rule and additional bright-line
rules”, which provides further
clarification on the proposed
rules and seeks feedback on
certain elements.
In March it was signalled that
‘new builds’ would be exempt
from the changes, i.e. interest
would remain tax deductible and
the brightline period would
remain at 5 years. Hence, the
detail
surrounding
what
comprises a ‘new build’ has
been eagerly anticipated.
Based on the content of the
discussion
document,
to
comprise a new build, a code of
compliance certificate (CCC)
must have been issued on or
after 27 March 2021.
n

exemption, you must also be an
‘early owner’. This is someone
who acquires a new build either
before the CCC is issued or no
later than 12 months after it is

The discussion document reveals
three categories that new builds
can fall under. The first is a
simple new build, where one or
more self-contained dwellings are
added to bare residential land.
This also applies to relocated and
modular homes, or where an
existing dwelling is replaced. The
second is a complex new build.
This is where one or more selfcontained dwellings are added to
residential land that already has
an existing dwelling on it,
without separate title being issued
for the new build portion of the
land. This includes adding
standalone dwellings, attaching
new dwellings into existing
dwellings and splitting existing
dwellings
into
multiple
dwellings. Finally, commercial to
residential conversions are also
considered new builds.
However, before you can take
advantage of the new build

issued. The Government is also
considering whether subsequent
purchasers of a new build can
continue to deduct interest and for
how long. There are three options:

• In perpetuity for early owners.
• In perpetuity for early owners
and a fixed period for
subsequent purchasers.
• For a fixed period for both early
owners
and
subsequent
purchasers.
There are a number of questions
yet to be resolved. For example, if
the sale of a residential house is
taxable under the brightline test,
can past non-deductible interest be
deducted against the profit?
Consultation closed on 12 July
2021; therefore, we expect to see a
bill introduced to Parliament soon.
Given the content of the discussion
document,
we
expect
the
legislation will be complex. This is
a concern, given the wide reach of
who the new rules will apply to.

Little value in online hotel bookings

One of the advantages of looking
at hotel booking websites is the
ease with which you can make
comparisons and get prices.
However, they commonly charge
the accommodation supplier 15
percent, so that leaves some space
for you to negotiate directly.

It isn’t difficult to locate the
website and go directly to the motel
where you would like to stay.
As you can imagine, your hosts
will usually be delighted not to pay
the booking service’s premium.
Many will also allow you to cancel
at the last minute instead of being

tied into a non-refundable
contract.
You might also find you can
negotiate other benefits by going
direct, such as choosing your
room location. Do the booking
service websites find you the best
rooms? Probably not.
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The ‘ute’ – Kiwi icon or tax dodge
Recently, there has been a
large volume of media attention
being directed to the ‘ute’ and it
has become a focal point of
protest action against the
Government.
The Government announced
the “Clean Car Discount”
scheme in June, which from 1
July until 31 December 2021
will see purchasers of imported
electric vehicles receive a rebate
of $8,625 for new vehicles, and
$3,450 for used vehicles.
Purchases of new and used plug
in hybrid vehicles will also be
eligible for a rebate of $5,750
and $2,300, respectively.
There are various additional
requirements – for example, the
vehicle must have a purchase
price of less than $80,000, a
safety rating of at least three
stars and must be registered for
the first time in New Zealand
between 1 July 2021 and 31
December 2021.
From
2022,
subject
to
legislation being passed, it is
proposed that the amount of the
rebate will be based on the CO2
emissions of the vehicle. The
rebate will be funded by the
introduction of a fee imposed on
high emission vehicles (such as
some utes) from 2022. It is
proposed that a maximum fee of
$5,175 and $2,875 will be
imposed on new and used
imported vehicles, respectively.
The exact fee will be based on
the CO2 emissions of the
vehicle. The policy will only
apply to new and used cars
arriving in New Zealand from 1
January 2022 – hence the second
-hand market of existing high
emission vehicles will not be
impacted.
The Government has also
confirmed that the value for FBT
purposes
for
employers
purchasing vehicles that are
available for private use by
employees, will be either net of
the rebate (if an electric or
hybrid vehicle), or gross of the
fee (if a high-emission vehicle).

Speaking of FBT, the ute has
received another blow…
If a ‘company vehicle’ is
provided for home to work
travel, FBT is likely to apply
unless it is a “work-related
vehicle”. In order to qualify as
a “work-related vehicle”:
• the employer’s name or
logo must be permanently
and
predominantly
displayed; and
• the vehicle must not be
principally designed to
exclusively or mainly carry
passengers.
If a vehicle does qualify as a
work-related vehicle, FBT will
not apply to a particular day if
it cannot be used privately,
except for home to work travel
that is necessary in and a
condition of employment; or
other travel that is incidental to
business use.
Because
sedans
and
hatchbacks are designed to
carry people they don’t qualify
as work-related vehicles unless
they are specifically modified
to qualify. Anecdotally, this
might explain the high number
of sign-written utes on NZ’s
roads…
It now appears Inland
Revenue may be directed to
crack down on the application
of FBT to utes and enforce the
view that they may not qualify
as a work-related vehicle.
It
does
appear
the
Government is saying ‘it’s not
me, it’s you’ to the ute.

BRIEFLY
Family trusts
The accounting for family trusts
will become more complicated
starting from the 2022 financial
year. Financial statements will be
required and other detail will need
to be reported to Inland Revenue.
This has come about due to the
extra step of 39 percent tax on
incomes over $180,000. Inland
Revenue is concerned about the
possibility of taxpayers avoiding
the top tax rate.
Feasibility expenditure
If you have a project involving
some feasibility expenditure before
you start, be sure to keep this
separate
from
the
other
expenditure. For example, you
might have a leaky building. If you
can segregate the feasibility study
from the rest of the expenditure,
you might be able to get a write-off
of the whole amount, if it is less
than $10,000, or at least be able to
write off the cost over a period of
time.
Student loan repayment
Inland Revenue can reduce
repayment obligations in the event
of hardship. A borrower, who
intends to go overseas, may request
a
temporary
suspension
of
repayments.
As
they
say,
conditions apply.
Transferring shares
It appears to be so easy to transfer
shares. All you have to do is to go
on to the internet, find the Registrar
of Companies and change your
shareholding!
Wrong.
Share
transfers need to be approved by
directors so suitable minutes need
to be prepared and signed. A signed
share transfer form will provide
evidence the seller intended to get
rid of their shares. The company
also needs to keep a register of
shareholders and this needs to be
updated. It is not the same register
as the one at the Registrar of
Companies. Before even starting to
put through a share transfer, you
must consider the tax implications.
Not only can losses be forfeited but
also tax credits, and this can be
very
expensive.
If
you’re
contemplating
changing
your
shareholding, please confer with us
before taking any action.
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Paid parental leave for who?
In May 2021, the Government released
Budget 2021. Included in the budget was
a boost to all main benefits, including an
increase to paid-parental leave.
From 1 July 2021, eligible parents will
be entitled to a maximum of $621.76 a
week (before tax), an increase of 2.5%
on the prior rate of $606.46.
While the monetary increase is no doubt
welcomed, a recently released UNICEF
report suggests that New Zealand’s child
-care policies remain inferior among
OECD countries. The report ranks New
Zealand in the bottom third of “rich
countries” after accounting for the duration of paid leave available, access, quality and affordability of childcare.
Despite the report being based on 2018
data, hence not accounting for subsequent increases in paid parental leave
available in New Zealand (18 weeks to
the now 26), New Zealand is still significantly off the pace, with the average
length of paid leave across OECD countries nearing 55 weeks.
The report also hints that internationally
there are inequalities in maternity and
paternity leave, suggesting that whilst
leave typically provided to fathers is
significantly shorter, it is also often paid
at a higher rate. At a time where work
environments are ever-changing, alongside the diversifying role of parents, a

global push for parental policies that
adequately reflect the changing environment are increasing.
The introduction of France’s revived
paternity leave policy came into
effect on 1 July. It provides 28 days
paid leave to fathers, or second parents, of both biological and adopted
children. The initiative comprises 3
days of birth leave funded by the
employer and an additional 25 days
paid by the state, 7 of which are
mandatory. Employers that fail to
acknowledge the 7 mandatory days
are liable for fines of up to €7,500.
Global firm Cyient also recently
announced their gender-neutral parental leave policy. The policy provides parents of any gender, up to 12
weeks paid time off at their full pay.
The policy applies equally to birth
and adoptive parents.
Closer to home, 2degrees recently
committed to topping up government
contributions up to 100% of an employee’s base salary for the 26-week
paid period.
Despite many additional examples of
more extensive parental leave policies being put in place, it is unclear
how effective the new initiatives will
be, particularly amongst new fathers.
Japan currently offers one of the

lengthiest paternity leave policies, with
fathers entitled to up to one year of leave
following the birth of a child. Yet, in 2019
only 7.48% of men working in the private
sector took paternity leave compared to
83% of women; and in some ways it’s not
hard to see why. Historically, parental
leave initiatives have been solely based on
women being the primary caregiver, with
parental leave for men an afterthought.
Maternity leave for the private sector wasn’t legislated in New Zealand until 1980
and it wasn’t until 7 years later that the
Act was extended to include men, giving
them exclusive use of two weeks of unpaid leave. In contrast to the global shift
towards gender neutrality, men in New
Zealand technically still have no entitlement to paid parental leave in their own
right, although they may be entitled should
the mother transfer hers.
It is evident that countries and corporations alike are seeking to advance parental
leave policies, however, the uptake rates
are likely to remain influenced by societal
and corporate expectations surrounding
caregiving. Nevertheless, the introduction
and revision of policies by numerous global players has undoubtedly started a broader conversation which seeks to challenge
entrenched traditional gender roles.

Cryptocurrencies – Are they on your radar?
Cryptocurrencies have been garnering
worldwide attention recently, particularly with Bitcoin’s dramatic rise to over
NZD$90,000 for a Bitcoin in April
2021, and its subsequent 50% crash
through
May
and
June.
Other
cryptocurrencies,
deemed
‘altcoins’, have also seen similar price
volatility. These coins adopt the same
principles as bitcoin, with slight changes
and tweaks to differentiate them.
‘Dogecoin’, featuring a dog as its logo,
saw a 12,000% increase this year, propelled by tweets from Tesla founder
Elon Musk.
Clearly, some people are making large
amounts of money in this space, and the
Inland Revenue does not want to miss
out on its share. Inland Revenue has
released various forms of guidance on
the topic of ‘crypto-assets’, which encompasses cryptocurrencies. Cryptoassets is defined as “cryptographically
secured digital representations of value
that can be transferred, stored or traded
electronically.”
Effectively, cryptocurrencies provide a
decentralised platform for transactions
to take place. Each holder of the cryptocurrency has a ledger on their computer

which updates as transactions take
place. This network of ledgers is
referred to as a ‘blockchain’. There is
no one central entity, as the system
relies on each ledger agreeing in order to verify transactions. This bodes
well for security, as hacking the ledger on one computer will not affect the
blockchain as a whole.
This process allows for cryptocurrencies to be used as an alternative form
of currency, without the need for
government monitoring or intervention. Bitcoin transactions are confirmed through a computationally
intensive process called ‘mining’.
Those who are willing to invest in the
hardware to ‘mine’, are rewarded
with bitcoins over time, adding to the
overall supply of bitcoins. The supply of bitcoins is limited to 21 million, with 18.7 million currently in
circulation. The last bitcoin is expected to be mined in 2140.
The tax guidance on crypto-assets is
varied and somewhat contradictory.
In general, crypto-assets are treated
as a form of property for tax purposes. Individuals are liable for tax in
the following circumstances:

• acquiring crypto-assets for the purpose
of disposal,
• trading in crypto-assets, and
• using crypto-assets for a profit-making
scheme.
However, when salary, wages or bonuses
are paid to an employee in the form of
crypto-assets, PAYE applies. Furthermore, FBT may apply if employees are
offered conditional crypto-asset payments
by a company that issues crypto-assets.
This leaves a situation where the IRD is
treating crypto-assets as either property or
currency depending on the situation. This
is not surprising given the complexity and
varied nature of crypto-assets; making an
all encompassing treatment near impossible. For this reason, Inland Revenue is
also proposing that the GST and financial
arrangement rules do not apply to cryptoassets.
This year El Salvador made bitcoin legal
tender, and we are seeing more stores
accept cryptocurrency as payment. However, the extreme volatility associated
with crypto-assets makes their use as a
currency unreliable for the time being.
Clearly, the market is not to be underestimated and we can expect further guidance
from Inland Revenue as things evolve.
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Cyber-attacks a risk for all businesses
The recent cyber-attacks at the
Waikato District Health Board
and other organisations has
highlighted the danger for all
businesses.
It’s not just big businesses being
targeted. Small ones are also being
asked for money to restore access
to files and computer systems.
Ransomware
is
malicious
software (malware) that encrypts
files and stops you from being able
to access your data and systems.
Once the attackers have control,
they demand a ransom so you can
get your system and files back.
Attacks can cripple a business,
which is why the scammers can be
so successful.
Prevention is critical. If you’re
caught in a cyber-attack, you really
have only two options – pay the
ransom or rebuild your systems.
Paying a ransom is not a good
idea because you have no guarantee
everything will be restored, and
you will now be seen as an easy
target willing to pay again.
So aim for prevention. The
following steps will help protect
you and your business from
ransomware and cyber attacks:
• Use multi-factor authentic-ation
(MFA). It’s said to protect
businesses from 99.9 percent of

cyber-attacks. MFA means
you can’t log in (to online
services, social media, emails
etc) without a code sent to
your
cellphone
or
an
authentication app.
• Watch out for phishing
(fraudulent messages). Don’t
open strange emails, websites
or links that could contain
malicious
software
that
infects your systems.
• Install updates for your
software as soon as it’s
available. Updates usually
include strengthened security.
• Back up everything on the
cloud or external hard drives
so you can restore it all if
you’re attacked.
And if the worst happens, go
offline immediately to limit
spread of the malware. A simple
way to do that is to unplug your
computer network cables and
your router.
As a small business you’re
unlikely to have an IT expert on
staff, so go to your internet
service provider to help work
out what happened and to avoid
it again. It might also help to
engage an IT professional.
A great source for more
information is at cert.govt.nz

Empower staff to
do what’s right
Clare
arranged
for
a
celebration lunch to mark a
special occasion. As she wanted
to bring her dog, she asked, in
her email, to have a table
outside for her group.
The café rang 22 hours before
the appointed time telling her
they couldn’t accommodate her
because there was no available
space outside. They confessed
they had only just read the detail
in the email.
Clare wasn’t happy and after
considerable thought expressed
her disappointment on Facebook.
This led to the café calling to
apologise for what had happened
and offering two free lunches as
compensation.
Full marks to the café for the
apology
and
compensation.
However, the damage done on
Facebook could have been
avoided if the person who
originally called had been trained
to put the matter right at the time.
The message is – train your staff
and empower them.

Important Information from Harvie Green Wyatt
HGW Tax Notices
We wish to advise that we
will from now on be sending your tax payment advice notices by email.
Please note that the email
will be coming from the following
email
address
mail@apps.myob.com This
has been generated from
our system and looks slightly different to a normal
Harvie Green Wyatt email.
Please be assured that
emails from this email address are safe to open.

Covid Delta
Restrictions
The rules under which we
can all operate are constantly changing.
At present under Level 2
restrictions our office remains closed to the public.
The present restrictions
are being constantly reviewed and there will be
changes made as time progresses.
All of our team are either
working from home or in
the office. If you need to
meet with us we have a
number of ways this can

happen — Telephone,
zoom meeting, Teams
meeting or at your business premises.
Please contact your business advisor to arrange a
meeting in the most suitable form for you.
Be Safe.

HGW Website
Check out our
newly refreshed
website at

hgw.co.nz
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SSL a must-have for website trust
If you have a website, you should
have SSL or more recently named
TLS (Transport Layer Security).
That’s the simple advice in a
modern world dominated by the
internet. In fact, if you don’t have an
SSL
(secure
sockets
layer)
certificate, you might already be
seeing that Google Chrome and
other browsers such as Firefox are
flagging your website as possibly
unsafe.
Google is doing it by releasing an
https-only mode on its browser. The
's' stands for 'secure' (for example,
http/www.accounts.co.nz/ is not
secure, but the web address https/
www.acccounts.co.nz/ is). The ‘s’
indicates you have an SSL
certificate connected to your site,
securing your website with the
highest levels of encryption,
protecting your customers and their
data.
The browser warnings are not
good news if you don’t have SSL.
They are likely to significantly
affect traffic to your website

because visitors will feel unsafe.
If they can’t trust your website,
potential clients might not trust
your business.
Another good reason to have
SSL is Google, for example,
indexes and rewards sites that
use SSL by boosting search
engine rankings.
Internet service provider (ISP)
Openhost
recently
told
customers 70 percent of online
shoppers cancelled transactions
due to lack of trust, 75 percent
believed
security
logos
increased trust in a site, and 79
percent expected to see a
security seal on a sites home
page.
Talk to your ISP internet
service provider to get an SSL
certificate.

Self-employed meals
If an individual operates as a sole
-trader, as opposed to trading
through a company, it allows for a
simplified structure with fewer
formal set up tasks (and costs) and
greater flexibility and control.
However, differences can arise in
how the income and expenditure of
a sole trader is calculated,
compared to a company.
Tax deductible meal allowances
is one such difference, where these
can be paid by an employer to an
employee, whilst self-employed
taxpayers may not be able to
deduct meal expenses.
In July Inland Revenue released a
37-page Interpretation Statement,
IS 21/06, that discusses the income
tax and GST treatment of meal
expenses and draws out this
distinction. It provides that the
reason for this difference is
because meal expenditure for a self
-employed individual is of a

private nature, and therefore non
-deductible. This difference in
tax treatment reflects the
different legal arrangements
between a company and a selfemployed person.
Before presuming there is an
advantage
to
be
sought,
consideration should also be
given to whether the benefit to
the employee could be captured
as a taxable benefit and subject
to PAYE or FBT.

TAX CALENDAR

September 28
Second instalment of
2022 Provisional Tax
(December balance
dates)

October 28
First instalment of 2022
Provisional Tax for those
with March balance dates
who pay GST twice a
year.

November 29
First instalment of 2022
Provisional Tax for those
with June balance dates.

Changes in
child support
law
The law is being changed to
simplify and improve the
penalty system. Incremental
penalties are to be abolished.
The definition of income is to
be widened.

All information in this newsletter is, to the best of the author’s knowledge, true and accurate. No liability is
assumed by the author or the publisher for any losses suffered by any person relying directly or indirectly
upon this newsletter. You are advised to consult professionals before acting upon this information.

