
 
 

BUDGET 2010 
 
The following is a quick summary of the taxation measures contained in yesterday’s budget. 
 I’ve not included any opinion but highlight some practical issues that may require more 
thought. 
 
GST increases to 15% as from 1 October 2010.  Effectively the time of supply rules apply 
when determining at which rate GST should be accounted for around the change over date. 
 Generally that is the earlier of invoice or payment.  There will need to be more discussion on 
the implementation, which will come, but at this point consider whether you have assets that 
you wish to remove from the GST system before 1 October at the lesser rate. 
 
As of 1 October 2010 personal tax rates reduce. The new rates will apply for PAYE and 
withholding tax purposes from that date but for annual income tax purposes there will be 
composite rates.  So we will have: 
 
 To 31 March 2010 To 31 March 2011 To 31 March 2012 
0 - 14000 12.5% 11.5% 10.5% 
14001 - 48000 21% 19.25% 17.5% 
48001 - 70000 33% 31.5% 30% 
Over 70001 38% 35.5% 33% 
 
If applicable consider delaying bonus payments to staff planned for early next year until after 
31 March, but within 63 days, to give your employee the benefit of the new lower rate over 
the composite rate. 
 
As from the 2011/2012 tax year (generally from 1 April 2011) the company tax rate will 
decrease from 30% to 28%.  Dividends will still need to have tax credits attached totalling 
33%, which will eventually be made up of 28% imputation credits and 5% withholding tax.  
There will be a 2 year transition period to utilise 30% imputation credits, as there was when 
the company rate went from 33% to 30%. 
 
The trust tax rate stays at 33%. 
 
From 1 April 2011 rental losses will be added back when calculating Working for Families tax 
credits and other government assistance.  A discussion document has been issued dealing 
with other changes that will be introduced for 1 April 2011. 
 
As of today the 20% loading on depreciation rates has been removed for all new assets 
purchased.  Previous purchases will retain the loading. 
 
As from the 2011/2012 income tax year depreciation on most buildings (those deemed by 
IRD to have a useful life of 50 years or more, which is most) will be set at zero.  That 
includes new purchases and existing buildings.  The treatment of commercial building fitouts 
is being reviewed with implementation of any changes from 1 April 2011.  Right now it is 
unclear what will happen to accumulated depreciation on buildings and the recovery thereof 
upon disposal after 1 April 2011.  But at this point you may wish to consider whether your 
buildings are in the right entity if their current market value is less than original cost as there 
could be an opportunity available. 
 



 
 
As from 1 April 2011 QC and LAQC will be taxed as Limited Partnerships.  That is profits 
and losses will be assessed at the marginal rate of the investor (ie the respective 
shareholders).  QC and LAQC will not be able to pay shareholder salaries.  Bottom line here 
is that each QC or LAQC will need to be assessed to determine whether it should stay within 
that regime and migrate to being taxed like a LP, or whether it should leave the regimes 
altogether. 
 
The thin capitalisation rate for inward investment of international companies is reduced from 
75% to 60% as from 2011/2012. 
 
If you feel that any of the changes have a particular effect on you that you are unsure of, or 
that there exists a planning opportunity that you could take advantage of please let me 
know.  Likewise, I will consider your particular situation over the coming period. 
 


