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6 October 2006 
 
 
 
Minister of Finance 
Minister of Revenue 
 
 

Business Tax Review: Report on Submissions 

Executive summary 

This report summarises the 156 submissions received on the Business Tax Review discussion 
document, released on 25 July.  Although submissions closed on 8 September, we have 
included in the report those received up until 25 September.  Around one-third of the 
submissions were signed forms distributed by the New Zealand Trustees Association.  
 
Submissions came from individuals and groups.  Some of them were short, commenting on 
one issue, while others provided extensive analysis of all the initiatives canvassed in the 
discussion document.  This report does not attempt to analyse or weight the various 
submissions.  Instead, it summarises the stated preferences, stated opposition, and alternatives 
put forward in the submissions.  Furthermore, because submissions were open-ended, it was 
sometimes difficult to determine from the discourse of an individual submission when a 
preference or opinion was being expressed.  This occasionally created some uncertainty about 
whether a submission was in favour or opposed to an idea or possible initiative. 
 
The key results from submissions and discussions with businesses were as follows. 
 
 
Company tax rate  
 
There was both strong support for and little opposition to the lowering of the company tax 
rate.  This change was seen as a high priority. 
 
There was strong support for setting the company tax rate at or below the Australian company 
tax rate. 
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Most submissions on this issue also argued that the tax rates applying to individuals, the 
various savings vehicles and trusts needed to be considered along with any change in 
company tax rate.   
 
A number argued that if the company tax rate were reduced without reductions in the top 
personal marginal tax rate, decisions would need to be made on whether diverting personal 
income to companies should be accepted rather than considered as tax avoidance. 
 
Several reasons were presented to support a reduction in personal rates (typically the top 
personal rate) as part of the Business Tax Review: 
 
• Many businesses are not incorporated and operate in a variety of legal forms. 

• Different rates and entity types create extra compliance and complexity costs for 
businesses. 

• Increasing the rate differentials will increase the pressures on the integrity of the tax 
system, mainly to the benefit of those involved in tax planning.  

• Access to skilled labour is an important driver of business performance, and lower 
personal rates will make it easier to attract and retain skilled staff. 

• Mis-alignment of rates makes the tax system unstable and is unattractive to inward 
investors. 

 
There was a low level of support for deeper company tax rate cuts. 
 
 
Targeted tax credits 
 
There was a mixed reaction to the credits. 
 
The strongest support for targeted tax credits was in the area of R&D.  Submissions 
recognised the potential for R&D to improve business performance and considered that a tax 
credit could generate additional R&D.  They were also reassured by the fact that other 
countries have operated R&D tax credits with some success.   
 
There was a general scepticism on the merits of the skills and export market development tax 
credits.  Support for skills tended to be more from those with the most direct benefit, for 
example, a firm in the business of skills training. 
 
About one-third of submissions received did not support tax credits all.  The main concerns 
with credits raised in submissions included: 
 
• Tax credits create distortions, inefficiently favouring some activities over others and 

resulting in higher tax rates elsewhere to make up the revenue forgone. 
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• Tax credits are vulnerable to abuse and exploitation through tax planning and re-
characterisation of existing activities. 

• Tax credits need to be kept simple – to minimise compliance costs – but their 
vulnerability means complex, bureaucratic systems would be likely. 

• There was scepticism over the economic benefits that could be generated. 
 
Many submissions raised the need for further consultation and consideration of detailed 
proposals before a debate and decisions can be undertaken on the various targeted tax credits. 
 
 
“Blackhole” expenditure 
 
There was relatively strong support for reform in this area, with many submissions providing 
additional examples of expenditure where no tax deduction is currently available. 
 
 
Deferral of deductions or losses 
 
There was support for extending the deferral of deductions to new classes of expenditure, 
particularly a broad class of significant upfront expenditure (especially for start-ups).  
However, most submissions on this issue sought a more fundamental reconsideration of the 
tax treatment of losses. 
 
 
Compliance cost reduction measures 
 
The other base and compliance initiatives attracted a modest degree of support and were 
generally accorded a relatively low priority – often because submissions felt they were 
“business as usual” and should be addressed as part of ongoing tax policy work. 
 
 
Depreciation measures 
 
There was reasonable support for the current depreciation arrangements.  When submissions 
supported changes – such as extending loading to second-hand assets, increasing the low-
value asset threshold and writing off assets with low depreciated values – this was mainly to 
reduce compliance costs, rather than to increase investment.   
 
 
International tax review 
 
Officials also consulted with several large, internationally active corporates [  
 
            ].  They gave a high 
ranking to a review of the international tax rules. 
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Recommended action 

This report is for your information. 
 
We recommend that you refer this report to your colleague, Mr Mallard. 
 
 
 
 
 
 
Beneditke Jensen Emma Grigg 
for Secretary to the Treasury Policy Manager  
 Policy Advice Division 
 Inland Revenue  
 
 
 
 
 
 
Hon Dr Michael Cullen Hon Peter Dunne 
Minister of Finance Minister of Revenue 
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Background 

 
1. This report summarises the submissions received on the Business Tax Review 
discussion document.  
 
2. As part of the process, the New Zealand Institute of Chartered Accountants (NZICA) 
and KPMG undertook surveys on prioritisation of the proposals.  The results have been 
summarised in this report.  
 
3. We also consulted with several businesses which undertake significant research and 
development, skill training and export market development.  The businesses we met with 
were [ 
 
    ]. 
  
4. We also met with the Small Business Advisory Group, the Growth and Innovation 
Advisory Board and the New Zealand Institute, for their comment.  

The submissions at a glance 

5. Detailed summaries of individual submissions are contained in the relevant appendices 
covering the specific tax proposals.   
 
 
Tax rates (refer appendix 1) 
 
6.  Sixty-four submissions supported a reduction in the company tax rate, while ten 
opposed any reduction.  
 
7. Submissions in support of a reduction favoured that option primarily because they 
believed a rate cut would increase our competitiveness with Australia and globally, and 
promote greater productivity and inbound investment.  A number argued that firms would be 
more likely to report income in New Zealand instead of transferring it elsewhere, or indicated 
that headline tax rates have a large impact on investor decisions, despite other advantages of 
investing in New Zealand (such as no capital gains tax).  Some argued that a low rate was 
needed to compensate for innate disadvantages of New Zealand (such as its small size and 
isolation).  
 
8. Some submissions suggested that the corporate rate should be set at or below 
Australia’s corporate tax rate.  The most commonly suggested rates were in the range of 25% 
to 29%.  A further 19 submissions put forward the view that the proposed reduction in the 
company tax rate should be a first step, and that further reductions should be made in the 
medium term. 
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9. Ten submissions argued that the company tax rate should not be reduced  Five 
submissions argued that reductions in the company tax rate would provide benefits for foreign 
investors, while not helping New Zealand investors.  Three submissions expressed concern 
about possible impacts on government services, reporting that current tax rates are not 
unreasonable. 
 
Individual tax rates 
 
10. While the subject of individual tax rates was explicitly excluded from the Business Tax 
Review, 39 submissions argued that they should be reduced as well as the company tax rate.  
A number of reasons were given.  Many submissions considered that wide differentials 
between the top personal marginal tax rate and the company tax rate created opportunities for 
tax planning. 
 
11. A number of submissions argued that if the company tax rate were reduced without 
reducing the top personal marginal tax rate, decisions would need to be made on whether 
diverting personal income to companies should be accepted rather than considered as tax 
avoidance. 
 
12. Another reason cited was that up to 40 percent of businesses are not incorporated.  
Consequently, they would not benefit from a reduction in the company tax rate, and some 
would incorporate purely for tax reasons, not business reasons.   
 
Trustee tax rate 
 
13. Fifty-nine submissions argued that there should be no increase in the current trustee tax 
rate of 33%, or that the trustee rate should be reduced.  The New Zealand Trustees 
Association suggested reducing the trustee rate to 30% along with the company tax rate.  Any 
difference between the company and trustee tax rates was viewed as unfair and an 
encouragement to tax planning.  Forty-nine of these submissions were signed forms 
distributed by the New Zealand Trustees Association.  
 
Taxation of savings vehicles 
 
14. Thirteen submissions commented directly on the taxation of savings vehicles.  As with 
trusts, most submissions stated or implied that the corporate tax rate should be aligned with 
the tax rate for the various savings vehicles and investment companies.  Reasons cited for 
alignment included avoiding distortionary tax planning behaviour based on exploiting tax 
differentials, removing disincentives for personal savings (or more positively incentivising 
savings through Kiwisaver) and minimising compliance costs.  Many submissions also linked 
the need to align the reduced company/savings vehicle rate with other tax rates, including the 
top personal tax rate, the trustee rate and the tax rate for the life insurance policyholder base.  
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Tax credits (refer appendix 2) 
 
15. Fifty-eight submissions commented on the tax credit proposals, with most at least 
supporting investigating the case for credits for research and development, but showing a 
significant level of concern about tax credits generally.  A range of priorities was given to the 
targeted tax credit proposals, with some submissions supporting certain tax credits over 
others.  For example, the New Zealand Retailers Association gave skills credits a medium 
priority but did not support the other tax incentives.  NZ Bio strongly supported research and 
development credits but did not support the export or skills credits.  
 
16. Submissions in support of targeted tax credits argued that they would provide support 
and encouragement for New Zealand businesses to invest in certain activities, to the benefit of 
the New Zealand economy, particularly given New Zealand’s apparent underinvestment in 
these activities and international precedents.  
 
17. Some submissions saw the existing grants system as involving significant compliance 
costs and failing to deal with the problem of underinvestment.  
 
18. The most common arguments raised against targeted tax credits included lack of equity, 
distortion of investment decisions, the negative historical precedent, high administrative 
expense and susceptibility to tax planning and abuse.  It was argued that tax incentives will 
erode the tax base, increase compliance costs and require higher tax rates to raise a given 
amount of revenue.  They would also set a precedent for other groups to seek special tax 
treatment for their businesses or sectors, further compromising the efficiency and equity of 
New Zealand’s tax system.  There was concern that costs would dilute the effectiveness of the 
proposals. 
 
19. Submissions also argued that tax incentives would constitute a break from the “broad 
base low rate” policy endorsed by the McLeod Review.  It was noted that some of the targeted 
activities are already subsidised, and therefore expanding and improving access to existing 
programmes is a better option.  
 
R&D tax credit 
 
20. Forty-two submissions commented on tax credits for R&D.  Of these, 34 favoured tax 
credits for R&D.  Opposition was equivocal.  Of the eight submissions that opposed tax 
credits for R&D, six thought that of all the proposed tax credits, a credit for R&D might be 
the most defensible, or that the issue of providing extra support for R&D should at least be 
debated.  One submission gave a top priority to R&D tax credits, and four gave it a second 
priority after a cut in the corporate tax rate. 
 
21. A broad range of reasons was given for favouring an R&D tax concession, including: 
 
• OECD reviews and studies consistently report a correlation between investment in 

research, science and technology and economic performance.  Investment in R&D is 
vital to lifting productivity and developing products for international markets. 
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• It would signal and encourage a business and societal culture that values and expects to 
see investment in research, science and technology as standard behaviour, and there is a 
need to enhance business investment in R&D, which is relatively low. 

• It would encourage firms to do their R&D in New Zealand rather than in another 
jurisdiction that offers R&D tax concessions. 

• It would assist firms with significant upfront costs and the uncertain payback of research 
activities. 

• It would bring the assistance provided to New Zealand firms into alignment with 
assistance provided to foreign competitors. 

 
22. Submissions also commented on design matters, including the need for consultation on 
the design of credits and the need to match Australian concessions.  On the definition of R&D 
itself, submissions varied between those wanting a narrow definition, to minimise the risk of 
existing activity being reclassified as R&D, and others wanting a broader definition, to ensure 
a particular research activity they undertook qualified.  For example, one submission argued 
that the credit should include screen productions that are a new concept and/or that need new 
content (such as reality television shows). 
 
23. The reasons given for not supporting an R&D tax credit were the same as those for not 
supporting tax credits generally.  However, the following comments were made in relation to 
R&D specifically: 
 
• R&D expenditure is difficult to measure, and there is the cost of subsidising R&D that 

would be done regardless of the credit. 

• Any moves towards tax incentives for R&D need to be treated with extreme caution 
because the link between tax incentives and R&D intensity can be minimal. 

• In a recent survey of Business New Zealand members, only 15 percent considered R&D 
tax concessions to be either a somewhat important or very important factor in 
developing a new product, service or process. 

• Business New Zealand questioned whether the government has provided enough time 
for the changes to the tax treatment of R&D in 2001 to be fully experienced amongst 
businesses. 

• A recent report by the Australian Treasury found the relationship between research and 
development spending and tax incentives for such spending to be, if anything, “negative 
across countries”. 

 
24. In officials’ discussions with businesses, the following additional points were made: 
 
• [  ]  said that R&D credits would definitely lead it to invest more in R&D. 
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• [    ]  has opened an R&D facility in [   ] costing $[    
    ].  It did so, it said, to be able to have access to the skills available in 
the [    ] university system.  It said that New Zealand R&D credits, had they 
been available, would not have affected the decision because it was driven by the skills 
base in [   ].  

• There was support for tax credits as a way for management to retain resources to expand 
the business.  Tax reductions by simply boosting after-tax returns were seen as primarily 
benefiting shareholders, which was an issue for cooperative bodies in particular. [  
   ] said it would definitely increase its investment in R&D if an R&D credit 
were available. 

• [       ] referred to the Australian experience as 
highlighting the compliance costs of credits and the tax industry that grew up around the 
R&D credits in particular.  The company considered it undesirable for tax to drive 
behaviour around R&D investment and export market development. 

 
Export market development tax credit  
 
25. Taking account of generic comments, 17 submissions supported and 22 did not support 
tax credits for export market development.  Thirty-one submissions commented specifically 
on export market development incentives delivered through the tax system, with views being 
about evenly split between supporters and non-supporters.  Three submissions ranked export 
market development credits as their highest priority.  Most of the submissions in favour of 
export tax credits were made by export firms or bodies representing exporting firms.  A 
number of submissions in this area offered alternative ways of providing the tax incentives to 
exporters. 
 
26. Reasons given for supporting export tax credits included their potential for generating 
wealth and promoting long-term growth of the economy.  Some submissions noted that 
credits would assist with export costs and assist penetration of new markets.  One commented 
that the export market development incentives available in the 1970s and 1980s enabled the 
firm to become a successful exporter ([     ]), but another exporter 
admitted that his firm had survived only because of the incentives, and when they were 
removed the firm was wound up (quoted in NZICA’s submission). 
 
27. Explicit opposition to the export tax credit expressed concerns that the credit would not 
achieve the goals of increasing growth, that it would be vulnerable to abuse, would be very 
difficult to design and would have high compliance and administrative costs. 
 
28. There was a divergence on the scope of the credits.  Six submissions argued that there 
should be no limits on the availability of the credits: if exports were good, it should not matter 
what type of firm was doing the exporting.  One submission suggested that the credit should 
be available only to firms that are already exporting, and another suggested that it should be 
targeted at manufacturing firms instead of the “hit and miss areas of biotechnology, computer 
technology, IT and similar scientific projects” ([       ]).  
Some submissions suggested a cap on the amount that should be available, or limiting the 
period that the credit was available for. 
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29. In our discussions with businesses the following points were also made: 
 
• [    ] saw more compliance risk with export credits as there was less 

world experience to draw on in their design, and any credits would be a windfall gain 
for the company as it would be unlikely to change its behaviour.   

• [       ] commented that the 1980s export credits drove it to export earlier than 
it might otherwise have done, but did not highlight the credit as a major priority. 

 
Skills tax credit  
 
30. Taking account of generic comments on tax credits, 16 submissions supported and 15 
did not support tax credits for skills development.  Twenty-two submissions commented 
specifically on the skills development tax credit.  Of those, 15 favoured some form of support 
for the development of workplace skills, while seven opposed the introduction of tax credits.  
Two submissions ranked skills tax credits as their highest priority.   
 
31. The main reason given for supporting the introduction of targeted tax credits for skills 
was that they would help to improve New Zealand’s skill base (including up-skilling and 
employee retention).  However, supporters advised that the criteria should be set in 
consultation with the public and warned that the definition of eligible training course should 
not be defined too narrowly (not just NZQA approved courses). 
 
32. In discussions, the following additional points were made: 

• [       ] thought the skills credit missed the point and that market factors were 
much more important.  Even though there is a skills shortage in the construction 
industry, Fletcher Building did not think that skills credits would influence employer 
behaviour. 

• [       ] considered the key issue with skills was the need for transformation and 
investment in skills, which the credit was seen as supporting.  The benefit of the credit is 
its role in supporting employers to move from skill-focussed training to career 
development of individuals. 

Design and delivery of any tax credit 

33. The key message in relation to design of a tax credit was that any system implemented 
needs to be clear and simple to understand, and easy and cost-effective to comply with, so that 
any benefit is not eaten away, as has occurred overseas.  Submissions considered that the 
credits should be embedded in the tax framework rather than involve a separate application 
process.  The design of the credit was also seen as needing to accommodate companies in 
different stages of development, including those without any current tax liabilities. 
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34. While abuse of tax incentives provided in the past was recognised, it was considered 
that the government should develop more robust schemes which are less susceptible to abuse.  
There was, however, concern about whether Inland Revenue has the necessary expertise and 
capacity to operate the tax credits.  Some submissions thought it might be necessary to have 
an expert body assist in the operation of the tax credits.  

35. A number of submissions commented that a higher level of credit should be considered 
than the 7% to 15% range mentioned in the discussion documents.  If fiscal impact is a 
concern, some submissions suggested that the level of credit could rise over a number of 
years.  It was also commented that a lower level of credit could be a trade-off for adopting a 
volume-based approach. 

36. There were differing views on pre-approval.  Submissions generally preferred reliance 
on selective audit, although some considered that pre-approval should be optional for those 
entities requiring added certainty.  

37. Finally, submissions considered that the definitions for the tax credits should be located 
in legislation and be clearly and tightly defined.  

Volume-based tax credits or an incremental approach? 

38. The discussion document specifically sought submissions on whether the tax credits 
should be volume-based or incremental in design.  Fourteen submissions were received on 
this point, eight supporting a volume-based approach, four supporting an incremental 
approach and two recommending a hybrid-based approach (similar to the Australian model).   

39. The main reason put forward in support of a volume-based approach was that it is 
simple to calculate, and therefore administratively easier to implement, and it provides a 
greater level of certainty to taxpayers.  The main reason given for opposing the 
implementation of an incremental approach was the risk of creating tax planning opportunities 
and the difficulties of defining an appropriate base given New Zealand’s R&D environment. 

40. The main reasons given for support of an incremental approach was that it conforms to 
OCED commentary, and static volumes cannot achieve growth targets. 
 
 
Other tax base measures (refer appendix 3) 
 
Deferral of deductions or losses 
 
41. The 21 submissions on the deferral of deductions generally saw the extension of 
deferral to other types of expenditure as positive for investment, albeit secondary to reducing 
tax rates.  Many of these submissions suggested deferral of a broad class of "significant 
upfront expenditure", perhaps limited to start-up ventures.  Several suggested extending 
deferral to petroleum mining development expenditure.  
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42. Eleven of the submissions suggested that a more fundamental review of the treatment of 
losses was needed.  They considered the current rule that extinguishes losses on a change of 
ownership to be unfair and to discourage investment in innovative businesses.  Suggestions 
for major change included an Australian-style "business continuity rule", allowing losses to be 
distributed to existing investors (particularly in industries where long development periods 
erode the real value of losses) and other methods of utilising losses sooner. 

43. Two submissions saw expansion of the targeted concessions such as early or deferred 
deductions as compromising the broad base/low rate approach to the tax system. 

“Blackhole” expenditure 

44. The discussion document included a proposal to allow tax deductions for “blackhole” 
expenditure, which is expenditure that proves worthless or leads to an asset that declines in 
value over time, and is neither immediately deductible nor amortisable.  Forty-five 
submissions were made on blackhole expenditure, 40 in favour of deductibility and five 
opposed.  A number of submissions supported changes for some categories of blackhole 
expenditure but not others.  Most supported making all blackhole expenditure deductible.  
Four submissions, while favouring deductions, considered they should be progressed as 
“business as usual” changes outside the Business Tax Review.  Five submissions opposed 
allowing any deductions. 

Depreciation loading and accelerated depreciation 

45. Twenty-eight submissions discussed depreciation loading or accelerated depreciation.  
Of these, 17 supported increasing depreciation loading above the current 20% loading.  Ten 
supported specifically increasing the loading to 40%, while two supported a 30% loading, and 
the remainder did not provide a figure.  Comments on the benefits of increasing depreciation 
loading included:  

• It is a simple way to encourage investment in productive assets.  

• It would mean that depreciation rates better reflected the useful life of assets.  

• It would encourage shifts from manual labour into higher skilled activities.  

• It could be targeted toward high-tech plant and machinery and renewable power 
generation.  

 
46. Nine submissions supported no change to current depreciation loading rates.  The 
arguments for no change to depreciation loading included:  
 
• Depreciation rates are about right at present.  

• Loading should not be used to encourage or discourage investment.  

• Increasing loading benefits only capital-intensive industries.   
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47. Three submissions did not support reducing depreciation loading to fund other 
initiatives.  Two submissions supported abolishing depreciation loading to fund cuts to the 
corporate tax rate.  One view was that the proposal to increase depreciation loading and 
reduce blackhole expenditure are less beneficial than lowering the corporate tax rate. 

48. Four submissions discussed accelerated depreciation.  Suggested depreciation rates 
ranged from 100% to 150% deductions for capital expenditure.  They considered that such an 
approach would encourage investment in plant and equipment.  One comment was that 
accelerated depreciation preserves liquidity by delaying, rather than reducing tax.   

Aligning depreciation loading on new and second-hand assets 

49. Twenty submissions discussed aligning depreciation loading on new and second-hand 
assets.  They all agreed that alignment should occur.  The arguments for alignment included: 
   
• It would remove impediments to business re-organisation.  

• It would allow freedom to finance assets in the most efficient manner. 

• It would reduce compliance costs and avoid concerns about what constitutes new and 
second-hand assets. 

• It would ensure a level playing field between purchasers of new and second-hand assets.   
 
50. An alternative proposal was to allow depreciation loading to continue to apply when 
assets shift between wholly owned companies or as part of a financing arrangement.   

51. Either way, no submissions supported the status quo.   

Compliance costs 

52. Thirty-three submissions commented on reducing tax compliance costs.  Submissions 
agreed with the idea of reducing tax compliance costs, with some providing suggestions on 
areas for further consideration.  However, a commonly expressed view was that compliance 
cost reduction should be done as “business as usual”, rather than as part of the Business Tax 
Review, partly because the initiatives are not considered to be fundamental to achieving the 
objectives of the review.  

53. Some submissions suggested that the other proposals (excluding a broadly based 
approach to tax rate cuts) were likely to increase compliance costs. 

54. Submissions were also split on the importance of compliance costs to business.  Many 
saw tax compliance costs to be a significant issue, referring to the Business New 
Zealand/KPMG compliance cost survey, which showed tax compliance cost to be a key part 
of overall compliance costs.  A couple of submissions suggested that compliance costs were 
an outcome of the complexity of the tax rules and are, in part, caused by differences in 
marginal tax rates.  Some thought that compliance costs were sometimes over-emphasised. 
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55. Twenty-nine submissions supported increasing the low-value asset threshold.  The 
suggested threshold ranged from $1,000 up to $5,000.  Most support, 17 submissions, was for 
a $1,000 threshold.  Five submissions suggested that the best way to reduce compliance costs 
is for tax and accounting thresholds to be aligned, with the tax threshold following the 
accounting treatment.   

56. Twenty-three submissions supported allowing assets’ remaining tax book value to be 
written off below a certain value.  Most supported the idea without providing a threshold.  Of 
the remainder, most suggested aligning this threshold with the low-value asset threshold.  
Four submissions suggested the threshold be below $1,000, six suggested a threshold of 
$1,000, and two suggested a threshold of $5,000.  Two submissions suggested that the 
threshold be set in accordance with the business’s accounting standards.  There was no 
support for the pooling option.  

57. Several submissions specifically commented on and supported the idea of raising the 
fringe benefit tax annual filing threshold.  Two suggested that the threshold could be raised to 
higher than $250,000.   

58. Two submissions suggested that the residual income tax threshold of $2,500 for 
provisional tax payments be increased.  A similar number suggested that the $100,000 
threshold for twice-monthly PAYE filing be increased. 

Discussion on prioritisation of measures  

59. The Business Tax Review invited submissions on the measures readers believed would 
best boost New Zealand’s productivity and their relative priority.  Twenty-six submissions 
gave clear rankings of options (which is not a large number compared with the total number 
of submissions, so the results need to be considered in this light).  Two submissions (KPMG 
and NZICA) reported their own survey results relating to prioritisation.  Table 1 shows 
priorities reported in submissions, excluding those reported in the two surveys, which are 
discussed later. 
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Table 1: Priorities reported in submissions 

Number ranking initiative as: 
Initiative 

1st priority 2nd priority 3rd priority 

Reduction in corporate tax rate 18 0 1 

Research and development tax credits 5 3 2 

New asset depreciation loading increase 0 4 4 

Deductions for blackhole expenditure 1 4 2 

Export market development tax credits 3 1 1 

Depreciation loading for 2nd hand assets 1 3 1 

Aligning or reducing other tax rates 3 0 0 

Loss deferral 0 2 1 

Skills tax credits 2 0 0 

FBT annual filing threshold to $250,00 0 2 0 

Write off depreciated assets 0 1 1 

Other 2 1 1 

Note: The table shows only those results when a clear prioritisation was undertaken 
by the submission.  Also, some submissions listed more than one item as their top 
priority. 

 
 
KPMG survey 
 
60. KPMG surveyed clients on its “Taxmail” list, and visitors to the firm’s website were 
also invited to complete the survey.  KPMG has cautioned that owing to selection bias, the 
survey cannot be regarded as a scientific representation of the views of its clients. 
 
61. Respondents were asked to rank 15 options in order of preference, comprising the nine 
broad options from the discussion document and a further six “alternative” options.  No 
option could be given the same rank, although not all options had to be ranked.  Of the 115 
respondents, about two-thirds replied from their “individual” perspective, and about one-third 
from their organisation’s perspective.  Of the “organisation” respondents, about 34 percent 
were from entities with turnover greater than $100 million, and the reminder were evenly 
spread over small, medium and large entities. 
 
62. The survey respondents ranked the options in the order shown in Table 2. 
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Table 2: Priorities reported in KPMG survey 
 

Option DD  / alternative option Rank 

30 / 30 / 30 company / trustee / personal rates Alternative 1 

Company rate to 30 percent DD 2 

Company rate to 25 percent Alternative 3 

Increase in ability to defer expenditure in order to carry 
forward losses 

DD 4 

Credits for R&D DD 5 

30 / 36 / 36 company / trustee / personal tax rates Alternative 6 

Removal of loss and imputation credit carry forward 
restrictions 

Alternative 7 

Increase depreciation loading DD 8 

Credits for exporters DD 9 

Deduction for “blackhole” expenditure DD 10 

20 percent loading for 2nd hand assets DD 11 

Credits for skills improvements DD 12 

Increase the rate of GST Alternative 13 

Decrease depreciation loading DD 14 

Capital gains tax Alternative 15 

 
 
63. KPMG did not report how many respondents preferred each option.  However, it did 
report that 89 percent of all respondents gave one of the company tax rate reduction options as 
their “most preferred” option (ranked 1, 2, 3 and 6), and more than half chose the 30 / 30 / 30 
option (ranked 1).  It also commented that although the remaining items could be ranked, in 
reality there was no clear preference between the items ranked 8 to 12.  The items ranked 13, 
14 and 15 were clearly the least preferred options. 
 
 
New Zealand Institute of Chartered Accountants survey 
 
64. NZICA did not give the detail of its survey in its submission.  However, it reported that 
respondents overwhelmingly supported a company tax rate in preference to tax credits, as 
shown in Figure 1. 
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Figure 1: Priorities reported in NZICA survey 
 

 
 
 
Priorities emerging from discussions with businesses 
 
65. Most of the businesses we consulted put forward the following priorities: 
 
• First priority: International tax rule changes.  The large corporates with a significant 

number of controlled foreign companies ([       
                     ]) 
said changes to the international tax rules was a top priority, and most ranked an 
international tax review higher than any of the proposals in the Business Tax Review 
discussion document.  [  
  ] raised it as the key factor that might tilt the balance in favour of its relocating to 
Australia.  The international issues given highest importance were a move to an 
active/passive regime for controlled foreign companies, followed closely by the ability 
to negotiate lower non-resident withholding tax rates in tax treaties.  [            ] 
 also wanted more certainty in the international rules.  [                    ]  
also highlighted the Trans-Tasman mutual recognition of imputation credits.  

• Second priority: Tax rate reductions (most focus on company rate but some included 
alignment of personal rates).  There was a range of views on the importance of 
company rate reductions and aligning personal tax rates with the company tax rate but, 
overall, reducing tax rates was the second priority of those consulted.  There was 
variation in that: for example, [        ] saw a company rate reduction 
as its top priority, while [           ] both thought there 
should be a spread between the corporate rate and the personal rates to encourage 
companies to retain earnings and reinvest.  Businesses in a cooperative ownership 
structure, such as [         ], or franchise structure, such as  
[        ], highlighted the importance of lowering individual tax rates.   
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• Third priority: Reducing the types of blackhole expenditure.  The businesses we 
consulted attached importance to resolving uncertainties around blackhole expenditure.  
[          ] said that an inability to capitalize merger and 
acquisition expenditure meant it was harder for it to compete with Australian 
companies.  [        ] wanted to ensure deductibility for feasibility 
studies.  [        ] saw the problem as a big obstacle to new investment in 
new supermarket sites.  [      ] raised blackhole expenditure as its second 
priority: if it makes a big investment in commercialisation, the lack of tax deduction 
means its effective tax rate overall is very high.  [        ] considered it 
a problem for failed product developments. 

 
66. Other priorities raised in discussions included a shorter depreciation period for patents 
and trademarks, deductions for employee stock options, a review of the Resource 
Management Act and work to deepen New Zealand’s capital markets. 

Other consultation 

Small Business Advisory Group 
 
67. The Small Business Advisory Group’s priorities for business tax reform were lowering 
the corporate, trustee and personal tax rates to 30%.  It did not support lowering only the 
corporate tax rate because, it reported, small businesses operate in many legal forms and often 
remove profits from companies and pay personal tax. 
 
68. The Small Business Advisory Group strongly supported the use of tax-based incentives 
to stimulate economic growth as a second best option.  Its view was that well designed tax 
incentives would lead to increased productivity and are more efficient than business 
assistance grants as they put resource allocation decisions into the hands of businesses.  In 
order, it supported:  
 
• R & D tax credits, provided the definition covers product and process innovation; 

• deductions for export market development, provided they applied also to market 
development in Australia, where most SME exporters start their export drive; and 

• skill enhancement, provided it includes recognition of the costs to employers of having 
to make up for the deficiencies in the education system that produces too many semi-
literate and semi-numerate workers. 
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Business Tax Review – submissions 

 
Submission 

Number Submitted by: Submission 
Number Submitted by: 

1 [Individual]  32 Cavell Leitch Pringle & Boyle 

2 Global Purchasing Ltd 33 Matley Financial Services Limited 

3 [Individual]  34 [Individual]  
4 [Individual]  35 [Individual]  
5 [Individual] 36 Finsec 

6 No name given 37 Gallagher Group 

7 [Individual] 38 Manukau City Council 

8 Road Transport Forum 39 Independent Business Foundation 

9 Gabites 40 Sothetons Chartered Accountants 

10 [Individual] 40 Sothetons Chartered Accountants 

11 Wood Processors and Pine 
Manufacturers Associations 

41 OMV 

12 Tax Management NZ Ltd 42 Staples Rodway 

13 Moneysworth 43 Foodstuffs (Auckland) 

14 Genesis 44 [Individual] 

15 Career Force 45 Petroleum Exploration and 
Production Association of NZ 

16 NZ Trustees Assn 46 Export NZ 

17 Fisher & Paykel Healthcare 47 Business Roundtable 

18 [Individual] 48 [Individual] 

19 Austral-Pacific 49 Sealord 

20 Meat Industry Association 50 Global Refund 

21 Federated Farmers 51 PSA 

22 [Individual]  52 Vector 

23 [Individual]  53 Employers and Manufacturers (N) 

24 [Individual]  54 [Individual] 

25 [Individual]  55 [Individual] 

26 Centreport and 14 other port 
companies 

56 Contact Energy 

27 [Individual]  57 KPMG 

28 [Individual]  58 Telecom 

29 [Individual]  59 Securities Industry Association 

30 New Zealand King Salmon 60 NZ Retailers Association 

31 Webstruxure Limited 61 NZBio 
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Submission 

Number Submitted by: Submission 
Number Submitted by: 

62 NZ Bankers Association 92 [Individual] 

63 Deloitte 93 Infratil 

64 American Chamber of Commerce 
in NZ 

94 Council of Trade Unions 

65 Association of CRIs 95 NZICA 

66 Green Party 96 Airways NZ 

67 NZ Chambers of Commerce 97 NZ Post 

68 NZX 98 Auto-Collision-Panel-&-Paint-Ltd 

69 Brookers 99 BDO Spicers, on behalf of oil 
exploration companies 

70 Loyalty NZ Ltd 100 [Individual] 

71 NZ Screen Council 101 Housing NZ 

72 Deloitte on behalf of high net 
wealth individual 

102 Auckland Regional Council 

73 [Individual] 103 Todd Energy 

74 Business New Zealand 104 [Individual] 

75 Canterbury Manufacturers 
Association 

105 Axa 

76 [Individual] 106 Foodstuffs South Island 

77 Corporate Taxpayers Group 107 Deloitte on behalf of high net wealth 
individual 

78 Unison 108 AMP 

79 Yovich Hayward Pevats Johnston 
Ltd 

109 Christchurch International Airport 

80 Researched Medicines Industry 
Association 

110 Alliance Group 

81 [Individual] 111 Deloitte - R&D 

82 Unisys 112 Woosh 

83 PWC 113 [Individual] 

84 [Individual] Pro-active 
Technologies 

114 [Individual]  

85 NZ First 115 [Individual]  
86 Meridian 116 [Individual]  
87 Investment Savings & 

Insurance Assn (ISI) 
117 [Individual]  

88 Canterbury ICT  118 [Individual]  
89 Deloitte client 119 [Individual]  
90 [Individual]  120 [Individual]  
91 [Individual]  121 [Individual]  
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Submission 

Number Submitted by: Submission 
Number Submitted by: 

122 [Individual]  143 [Individual] 

123 [Individual]  144 Royal Society of NZ 

124 [Individual]  145 Sky City 

125 [Individual]  146 [Individual] 

126 [Individual]  147 Origin Energy 

127 [Individual]  148 Onesteel Ltd 

128 [Individual]  149 Taxagents Institute of New Zealand 

129 [Individual]  150 SGS New Zealand 

130 [Individual]  151 [Individual] 

131 [Individual]  152 Wood Walton Chartered Accountants

132 [Individual]  153 [Individual] 

133 [Individual]  154 [Individual] 

134 [Individual]  155 [Individual] 

135 [Individual]  156 Zespri International 

136 [Individual]  157 [Individual]  
137 [Individual]  158 [Individual]  
138 [Individual]  159 [Individual]  
139 [Individual]  160 [Individual]  
140 [Individual]  161  Ibbotson Cooney Ltd 

141 [Individual]  162 [Individual] 

142 [Individual]  163 Horticulture NZ  
 
Note: Italics represent late submissions which were not summarised (Zespri International was partially 
analysed). 
 
 
 
 



 

 

 


