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5 April 2007 
 
 
 
 
Minister of Finance 
Minister of Revenue 
 
 

Cabinet paper: Budget 2007: Business Tax Reform – fiscal 
decisions 

Executive summary 

Attached for you to sign and refer is a paper for the Cabinet to consider at its meeting on 19 
April 2007. This paper needs to be referred to Cabinet Office by 10am, Monday 16 April 
2007. 
 
This paper seeks Cabinet’s final agreement to a number of policy changes and approval of the 
associated administrative costs in respect of: 
 

• a reduction in the company tax rate from 33% to 30%; 

• reducing the maximum tax rate that applies to widely held savings vehicles and 
the top portfolio investment entity cap in line with the recommendation to reduce 
the company tax rate; 

• a tax credit on expenditure incurred on research and development (R&D) 
performed in New Zealand; and 

• an evaluation of the R&D tax credit. 
 
This paper also sets out the costs associated with increasing funding for tertiary education and 
the Market Development Assistance Scheme, on the basis that these initiatives are to be 
counted against the allocation for the business tax package. 
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Recommended action 

It is recommended that you: 
 
(a) Sign and refer the attached paper to the Cabinet by 10am, 16 April 2007. 

 
Signed and referred       Signed and referred 

 
 

(b) Note the attached table which summarises the business tax review fiscal package as 
well as other budget tax issues. 

 
Noted         Noted 
 
 
(c) Note that the draft Cabinet paper includes decisions from the Business Tax Review – 

Administrative Costs and Associated Initiatives report T2007/462 IR2007/026. 
 
Noted         Noted 
 
 
 
 
 
Benedikte Jensen Matt Benge 
for Secretary to the Treasury  Assistant Deputy Commissioner 
  Policy Advice Division  
 Inland Revenue  
 
 
 
 
 
Hon Dr Michael Cullen Hon Peter Dunne 
Minister of Finance Minister of Revenue 



 

 

 
 

OFFICE OF THE MINSITER OF FINANCE 
OFFICE OF THE MINISTER OF REVENUE 

 
The Chair  
Cabinet  
 
 

BUDGET 2007: BUSINESS TAX REFORM –FISCAL DECISIONS 
 
 
PROPOSALS 
 
1. This paper provides the estimated revenue impacts of a number of earlier policy changes, 
seeks Cabinet’s confirmation of these policy changes given the fiscal costs along with approval of 
the associated administrative costs. It follows on from an earlier paper in March 2007 (Budget 
2007: Business Tax Reform) in which Cabinet agreed (subject to fiscal parameters) to:  
 

• reduce the company tax rate from 33% to 30%; 

• reduce the tax rate on widely held savings vehicles and cap the Portfolio Investment 
Entity (PIE) top rate to 30%; 

• associated policy changes relating to the imputation credit ratio, resident withholding 
tax on dividends and the qualifying company election tax rate; and 

• introduce a research and development (R&D) tax credit. 
 
2. In the same paper it was noted that officials would be reporting back on a series of measures 
designed to simplify the tax rules for small and medium-sized enterprises (SMEs), with a view to 
releasing a discussion document later in the year (CAB Min (07) 10/1A refers). 
 
3. This paper seeks Cabinet’s confirmation of the decisions in principle to reduce the company 
tax rate to 30%, reduce the tax rate on widely held savings vehicles and cap the PIE top rate to 30%, 
introduce associated consequential policy changes and introduce an R&D tax credit. 
 
4. It also seeks funding for the administrative costs associated with these policy decisions. 
Options for undertaking an evaluation of the R&D tax credit are also provided, with associated 
costs outlined. For completeness, this report notes that no administration funding is being sought for 
the production of the SMEs discussion document.  
 
5. This paper also sets out the costs associated with increasing funding for tertiary education and 
the Market Development Assistance Scheme (MDAS), on the basis that these initiatives are being 
pursued instead of the proposed tax credits, and are to be counted against the allocation for the 
business tax package. 
 
6. A separate paper (International Tax Review: Key Policy Directions) provides proposals for 
high-level policy decisions regarding changes to New Zealand’s international tax rules. The revenue 
implications of these changes will be counted against the business tax allocation.  
 
EXECUTIVE SUMMARY 
 
7. The Business Tax Review discussion document, released in July last year, sought public 
feedback on a range of possible tax initiatives aimed at increasing the levels of productivity, 
business investment, innovation, exporting and skills levels in the economy.  Responses to this 



 

 

consultation and further policy development have resulted in the proposals outlined in Budget 2007: 
Business Tax Reform (CAB Min (07) 10/1A refers).  Approval is now sought for costs associated 
with these proposals. 
 
8. This paper also sets out the costs associated with increasing funding for tertiary education and 
MDAS, on the basis that these initiatives are to be counted against the allocation for the business 
tax package. 
 
 
BACKGROUND 
 
9. The Business Tax Review and the associated review of New Zealand’s international tax rules 
form a substantial and important part of the government’s Economic Transformation agenda.  Our 
aim is to have a sustainable economy built on innovation and quality, producing the kinds of 
products for which the rest of the world will pay a premium.  Tax policy has a key role to play in 
support of these goals and in fostering an environment that enables New Zealand businesses to 
grow and compete successfully in a global economy.    
 
10. The Business Tax Review is also a key feature in the government’s Confidence and Supply 
Agreements with United Future and with New Zealand First, and aims to provide better incentives 
for productivity gains and improved competitiveness with Australia.  The concurrent review of our 
international tax rules reinforces these goals and focuses on a number of specific proposals to 
improve the international competitiveness of New Zealand companies. 
 
11. The Business Tax Review discussion document, released in July last year, sought public feed-
back on a range of possible tax initiatives aimed at increasing the levels of  productivity, business 
investment, innovation, exporting and skill levels in the economy.  These possible initiatives ranged 
from reducing the company tax rate to 30%, to tax base initiatives such as targeted tax credits, to 
further reduction of tax-related business compliance costs.  Responses to this consultation and 
further policy development have resulted in the present recommendations on the company tax rate 
and associated changes, and on the introduction of a tax credit for R&D. 
 
12. This paper follows on from an earlier paper (Budget 2007: Business Tax Reform) which 
sought agreement in principle to a number of policy changes pending final fiscal parameters.  Final 
fiscal and administrative costings are now set out in this paper. This paper therefore seeks 
confirmation of the earlier policy decisions and approval for the associated administrative costs, 
including increasing funding for tertiary education and MDAS. 
 
13. An accompanying cabinet paper seeks approval for a number of policy changes resulting from 
the related international tax review. 
 



 

 

BUSINESS TAX REVIEW MEASURES 
 
Company tax rate cut  
 
14. The Budget 2007: Business Tax Reform paper sought approval for reducing the company tax 
rate from 33% to 30%, with effect from the 2008/09 income year. This was agreed subject to there 
being adequate fiscal scope (CAB Min (07) 10/1A refers).  
  
15. The estimated fiscal and administrative cost implications of the proposed policy changes are 
set out in the fiscal implications section of this paper.  On the basis of these costs, we now 
recommend confirmation to proceed with the company tax rate cut and approval of the associated 
administrative costs. 
 
16. The Budget 2007: Business Tax Reform paper also sought approval for a number of 
transitional and consequential adjustments to the legislation related to a reduction in the company 
tax rate, subject to fiscal costs.  Most of these are clear-cut and require only technical amendments. 
However, two have specific fiscal cost implications.  These are discussed below.  
 
Tax rate changes for savings vehicles 
 
17. The previous paper sought approval to tax widely held savings vehicles at the new company 
rate of 30 % and to cap the top PIE rate at 30%.  
 
18. The estimated fiscal costs, and the administrative funding associated with the proposed policy 
change are set out in the fiscal implications section of this paper. On the basis of these costs, we 
now recommend confirmation to proceed with the earlier policy decision and approval of the 
associated administrative costs. 
 
Imputation credits 
 
19. Approval was also sought in the previous cabinet paper to allow shareholders to use the 
current 33% imputation credit ratio until 31 March 2010.   
 
20. The estimated fiscal and administrative cost implications of the proposed policy changes are 
set out in the fiscal implications section of this paper. On the basis of these costs, we now 
recommend confirmation to proceed with the earlier policy decision and approval of the associated 
administrative costs. 
 
R&D tax credit 
 
21. Approval was sought in the previous paper to introduce an R&D tax credit.  
 
22. The estimated fiscal and administrative cost implications of the proposed policy changes, 
based on a 15 % credit, are set out in the fiscal implications section of this paper. On the basis of 
these costs, we now recommend confirmation to proceed with the R&D tax credit and approval of 
the associated administrative costs. 
 



 

 

Evaluation and review 
 
23. It is important that the effectiveness of the design and delivery of the R&D tax credit in 
achieving the desired outcomes is monitored and evaluated. 
 
24. The proposed evaluation of the R&D tax credit will assess: 
 

• the effectiveness of its design and delivery; and 

• its impact on the level of R&D undertaken in New Zealand, focusing on the benefits to 
firms. 

 
25. The evaluation will comprise the following components: 
 

A. Research design, data capture integration and alignment 
 
 The design of the evaluation will require detailed investigation through literature review 

and assessment of existing data sources and practices. The output will be a detailed 
evaluation plan outlining research objectives, methods and anticipated timing of 
reporting. 

 
B. Implementation and take-up 
 
 This work will examine the effectiveness of the delivery of the credit (including 

research on awareness, understanding and compliance costs), and the extent of take-up. 
It will provide an early indication of how businesses are responding to the new credit. 

 
C. Effects of the R&D tax credit  
 
 This component will comprise three parts: 
 

• Understanding the factors that contribute to the change in reported R&D – to 
help us better understand the reasons for any observed change in the level of 
R&D. 

• Understanding the effect of the R&D tax credit on business – evaluating firm-
level data to investigate the extent to which the tax credit creates “additional” 
R&D in firms currently engaged in R&D and encourages non-R&D performers to 
engage in R&D. 

• Understanding the relationship between R&D and firm performance – analysis of 
the Business Operations survey to examine orientation and perspectives within 
firms, including the extent to which the credit has changed the goals, aspirations, 
management strategic or investment priorities of new R&D performers. 

 
D. Tax credit interaction with related initiatives 
 
 This evaluation will examine how effectively tax credits and other initiatives, 

particularly grants, work together.  



 

 

 
Tax credits for export market development and skills training 
 
26. The Business Tax Review discussion document explored the possibility of introducing tax 
credits for export market development and skills training. The previous Cabinet paper (Budget 
2007: Business Tax Reform) recommended against the introduction of these two credits. This was 
on the basis that the current grants and other programmes appear to be a more effective way of 
providing assistance.  
 
27. Instead, it is proposed to increase funding for market development assistance and tertiary 
education. These two initiatives are set out below. 
 
Market development assistance 
 
28. It is widely accepted that the degree of international engagement from the domestic economy 
is positively associated with economic transformation. International engagement generates 
economy-wide benefits through the exposure of firms to international demand, competition, new 
knowledge, and ideas – all of which are strong drivers of innovation and productivity. 
 
29. Market development is a key step in firms’ internationalisation processes.  Firms may, 
however, under-invest in market development activities due to their inability to capture all of the 
benefits in situations where market development activity generates information and knowledge 
leading to greater productivity, but where the benefits are not restricted to the firm undertaking the 
activity.  
 
30. MDAS is currently the government’s key firm-level response to the market failures affecting 
the market development activities of New Zealand firms.  Broadly, MDAS seeks to promote new, 
sustainable and deeper market development activity by targeting firms that are developing new 
markets.  Firms are able to apply for a 50% refund of eligible market development activity up to 
$100,000 per annum. 
 
31. In November 2006, Cabinet agreed to boost MDAS funding by a total of $33.750 million for 
the period 1 January 2007 to 31 March 2008.    
 
32. Given the decision not to introduce a market development tax credit, an increase to 
appropriations is proposed to maintain outyear funding for MDAS at the around the level of Export 
Year 2007 funding in order to fill a baseline hole.  It is proposed that firms receiving the Export 
Year funding boost for the first time during this period will continue to be eligible for the grant in 
accordance with the existing MDAS criteria. The existing appropriation and the additional funding 
sought are set out in the table below:   
 

Funding proposed 
(all figures in $m) 2006/07 2007/08 2008/09 2009/10 2010/11 & 

Outyears 

Market Development Assistance 
Fund – Existing Funding 40.607 45.601 27.573 27.573 27.573 

New Funding  6.750 27.000 27.000 27.000 

Total 40.607 52.351 54.573 54.573 54.573 
 



 

 

 
33. MDAS is a maturing intervention. There is some uncertainty regarding how ex-ante demand 
for assistance by firms is being translated into the actual draw-down of grants.  NZTE will continue 
to report to Ministers on a quarterly basis to manage this issue. The administration of MDAS is 
important to manage the risks around abuse of the grant scheme and ensure that firms are able to 
easily comply with the necessary administration processes.  Additional funding is sought for grant 
administration be met from within the overall additional funding sought (above).   
 
34. Note that the Minister for Economic Development may wish to reallocate funding within the 
new baseline funding to progress priority initiatives around major events, the HiGrowth fund, and 
Film NZ.  
 
 
Tertiary education funding 
 
35. Following consultation, analysis and design work on a skills tax credit, it was concluded that 
while a tax credit could help to lift investment in training and skills, it would largely duplicate and 
complicate the provision of support for this training.  Most training that would qualify for the tax 
credit is already funded through the tertiary education funding programmes such as the industry 
training fund and student component funding to tertiary institutions.  On balance, it is likely that an 
increase in existing industry training funding programmes would be a more cost-effective way to 
increase workforce training, would involve less risk and administrative costs, and would be more 
consistent with the government's tertiary education reforms than implementing a new skills tax 
credit. 
 
36. It is therefore proposed that funding earmarked for the skills tax credit within the business tax 
review budget allocation should be applied instead to fund growth in industry training volumes and 
to achieve the government's growth targets for industry training, at a cost of $53 million over four 
years. 
 
37. The additional funding will increase the number of Standard Training Measures (STMs) the 
Tertiary Education Commission can purchase from Industry Training Organisations (ITOs). This 
will allow ITOs to further meet the needs of industry in priority skill areas by increasing the volume 
of training.   The funding sought will allow the following STMs to be purchased above current 
allocations: 2,812 additional STMs in 2008, 4,922 additional STMs in 2009, 6,504 additional STMs 
in 2010 and 7,032 in 2011 and outyears. 
 
 
FINANCIAL IMPLICATIONS 
 
38. The previous paper Budget 2007: Business Tax Reform paper sought in principle agreement to 
a number of policy changes, subject to subsequent approval of the associated funding decisions, and 
confirmation of the final Budget package. This paper now provides detail on the fiscal implications 
of the full Business Tax Review fiscal package. 
 
39. The following fiscal impact table sets out the estimated total revenue costs of the proposed tax 
changes. These are indicative only and based on officials’ best estimates of revenue costs. The actual 
amount of tax revenue forgone is not possible to ascertain accurately on an ex-ante basis. As well as the 
proposals discussed in this paper, we have also included the revenue costs of extending the KiwiSaver 
Specified Superannuation Contribution Withholding Tax (SSCWT) exemption (EDC Min (06) 22/1 
refers) and the revenue impact of changes to New Zealand’s controlled foreign company (CFC) 
regime as proposed in the accompanying cabinet paper as these form part of the business tax 
package. 
 
 
 



 

 

 $m – decrease/(increase) in revenue 

Vote Revenue  
Minister of Revenue 

2006/07 2007/08 2008/09 2009/10 2010/11 

Company tax rate cut to 30% - 60.000 675.000 695.000 705.000

Reduction in the tax rate of 
savings vehicles to 30% 

- 5.000 50.000 60.000 65.000

Transitional measures (imputation 
credits) associated with the 
company tax rate cut  

- - 115.000 40.000 (25.000)

Extending the SSCWT exemption - 17.000 18.000 19.000 20.000

Changes to New Zealand’s CFC 
regime 

- - 12.500 50.000 50.000

TOTAL  - 82.000 870.500 864.000 815.000
 
 
40. The additional $25m of revenue in relation to transitional measures associated with the 
company tax rate cut relates to additional retained earnings being distributed before the end of the 
window in order to access the grandfathered 33/67 imputation ratio. This results in additional tax 
being collected at the shareholder level. 
 
41. The fiscal cost of the R&D tax credit, which will be represented as an expense to the Crown, 
is as follows: 
 

 $m – increase/(decrease) 

Vote Revenue 
Minister of Revenue 

2006/07 2007/08 2008/09 2009/10 2010/11 & 
outyears 

Research and Development 
Tax Credit - 10.000 140.000

 
220.000 

 
260.000 

 



 

 

 
42. The following funding  is sought for administration of the company tax rate cut and associated 
policy changes, and implementation and evaluation of the R&D tax credit: 
 

 $m – increase/(decrease)  

 2006/07 2007/08 2008/09 2009/10 2010/11  
 

2011/12 
& 

Outyears

Vote Revenue  
Minister of Revenue 

 

Administration of the 
company tax rate cut, and 
consequential policy changes 

- 2.227 0.398 0.188 0.644 0.055

Implementation of the R&D 
tax credit (operating funding) 

- 2.032 6.960 6.797 6.550 6.311

Implementation of the R&D 
tax credit (capital injections) 

0.819 4.125 3.198 - - -

Evaluation of the R&D tax 
credit 

- 0.060 0.060 0.250 0.050 0.050

Vote Research, Science and 
Technology 
Minister of Research, 
Science and Technology 

 

Evaluation of the R&D tax 
credit 

- 0.330 0.390 0.180 0.250 0.290

 
 
43. The following increase in funding is sought to continue MDAS at the Export Year 2007 level 
on an ongoing basis and to meet the increased operational costs associated with the ongoing 
operation of the Market Development Assistance Fund: 
 

 $m – increase/(decrease)  

Vote Economic, Industry and 
Regional Development Minister 
for Industry and Regional 
Development 

2006/07 2007/08 2008/09 2009/10 2010/11 & 
Outyears

Market Development Assistance 
Scheme - 6.750 27.000 27.000 27.000

 
 
44. The following increase in funding is sought to provide for increased growth in participation in 
Industry Training: 
 

 $m - increase/(decrease) 

Vote Education 
Minister for Tertiary Education 

2006/07 2007/08 2008/09 2009/10 2010/11&
Outyears

Tertiary education funding - 5.000 11.000 17.000 20.000

 
 
45. No additional funding is being sought in relation to the proposed discussion document on 
simplifying the tax rules for small and medium sized enterprises. 
 



 

 

46. The costs of the total “Business Tax Package” (including both revenue costs and additional 
departmental operating and capital funding) are as follows: 
 

 $m – increase/(decrease) in total costs 

 2006/07 2007/08 2008/09 2009/10 2010/11 

Total Business Tax Package 0.819 112.524 1,059.506 1,135.415 1,129.494

 
 
CONSULTATION 
 
Public consultation 
 
47. The Business Tax Review discussion document sought public feed-back on a range of 
possible tax initiatives to increase productivity and boost New Zealand’s international 
competitiveness. Further issues papers on the design of possible tax credits resulted in additional 
submissions. 
 
Government departments 
 
48. Consultation occurred with the relevant government departments throughout the policy 
development process in relation to their particular areas of interest.  This included the Ministry of 
Economic Development, Ministry of Foreign Affairs and Trade, Ministry of Research, Science and 
Technology, Ministry of Education and the Tertiary Education Commission.   
 
HUMAN RIGHTS IMPLICATIONS 
 
49. The proposals contained in this paper are consistent with the rights and freedoms affirmed in 
the New Zealand Bill of Rights Act 1990 and the Human Rights Act 1993.   
 
 
LEGISLATIVE IMPLICATIONS 
 
50. Implementing the amendments will require changes to the Income Tax Act 2004.  Approval 
has been granted (CBC Min (07) 7/1 refers) for the amendments to be included in legislation 
intended to be introduced in May 2007.    
 
 
REGULATORY IMPACT AND BUSINESS COMPLIANCE COST STATEMENTS 
 
51. A Regulatory Impact Statement is not required for policies that were approved by Cabinet 
previously and which were covered by the exemption that applied to Budget decisions to repeal, 
impose or adjust a tax.  
 
52. Separate confirmation has been received that no Regulatory Impact Statement is required for 
the proposals to increase funding for MDAS and tertiary education. 
 



 

 

 
PUBLICITY 
 
53. The Minister of Finance will make announcements on the changes to the tax rates for 
companies and widely held savings vehicles, and the introduction of R&D tax credits as part of the 
Budget 2007 and when the bill is introduced into the House.  
 
 
RECOMMENDATIONS 
 
54. The Minister of Finance and the Minister of Revenue recommend that the Cabinet: 
 
 Company tax rate cut and R&D tax credit 
 

1. Confirm the decision to reduce the company tax rate from 33% to 30%, with effect 
from the 2008/09 income year. 

 
2. Confirm the decision to reduce the tax rate on widely held savings vehicles and to cap 

the PIE top rate to 30% with effect from the 2008/09 income year. 
 
3. Confirm the associated policy changes relating to the imputation credit ratio, resident 

withholding tax on dividends and the qualifying company election tax rate as agreed in 
principle by Cabinet Business Committee on 19 March 2007 (CAB Min (07) 10/1A 
refers).  

 
4. Confirm the decision to introduce a 15% R&D tax credit, with effect from the 2008/09 

income year. 
 
5. Confirm the definitions and criteria for the R&D tax credit, as per CAB Min (07) 

10/1A. 
6. Note that the revenue costs of extending the KiwiSaver SSCWT exemption (EDC Min 

(06) 22/1 refers) form part of the business tax package. 
 
7. Note the revenue impact of changes to New Zealand’s controlled foreign company 

(CFC) rules as proposed in the Cabinet paper International Tax Review: Key Policy 
Directions. 



 

 

 
8. Note the following changes to tax revenue as a result of the decisions in 

recommendations 1 to 7, with a corresponding impact on the operating balance: 
 

 $m – decrease/(increase) in revenue 

Vote Revenue  
Minister of Revenue 

2006/07 2007/08 2008/09 2009/10 2010/11 

Company tax rate cut to 30% - 60.000 675.000 695.000 705.000

Reduction in the tax rate of savings 
vehicles to 30% 

5.000 50.000 60.000 65.000

Transitional measures associated with 
a company tax rate cut to 30% 

- - 115.000 40.000 (25.000)

Extending the SSCWT exemption 17.000 18.000 19.000 20.000

Changes to New Zealand’s Controlled 
Foreign Company regime 

- 12.500 50.000 50.000

TOTAL  - 82.000 870.500 864.000 815.000
 
 

9. Note that the revenue amounts shown are indicative only and based on officials’ best 
estimates of revenue impacts. The actual impact on tax revenues is generally not 
possible to ascertain accurately on an ex ante basis. 

 
10. Approve the establishment of a new Other Expense to be Incurred by the Crown 

“Research and Development Tax Credit” from 2007/08 in Vote Revenue. 
 
11. Agree that the scope shown in the Estimates will be “to provide a tax credit to 

businesses that are undertaking research and development”. 
 
12. Approve the following changes to appropriations for the Research and Development 

Tax Credit, with a corresponding impact on the operating balance:  
 

 $m – increase/(decrease) 

Vote Revenue 
Minister of Revenue 

2006/07 2007/08 2008/09 2009/10 2010/11 & 
outyears

Other Expenses to be 
Incurred by the Crown: 

 

Research and 
Development Tax Credit - 10.000 140.000

 
220.000 260.000

 
 

13. Direct officials to undertake the proposed evaluation of the R&D tax credit. 
 



 

 

14. Approve the following changes to appropriations to administer the company tax rate cut 
and consequential policy changes confirmed in recommendations 1 to 3, with a 
corresponding impact on the operating balance: 

 
 $m – increase/(decrease)  

Vote Revenue  
Minister of Revenue 

2006/07 2007/08 2008/09 2009/10 2010/11  
 

2011/12 & 
Outyears

Services to Inform the Public 
About Entitlements and 
Meeting Obligations  
(funded by revenue Crown) 

- 0.734 0.123 0.059 - -

Services to Process 
Obligations and Entitlements  
(funded by revenue Crown) 

- 1.470 0.275 0.055 0.055 0.055

Taxpayer Audit 
(funded by revenue Crown) 

- 0.023 - 0.074 0.589 -

Total Operating - 2.227 0.398 0.188 0.644 0.055
 
 
15. Approve the following changes to appropriations and capital injections to implement 

the R&D tax credit confirmed in recommendations 4 and 5, with a corresponding 
impact on the operating balance and debt: 

 
 $m – increase/(decrease)  

 2006/07 2007/08 2008/09 2009/10 2010/11 
 

2011/12 & 
Outyears

Vote Revenue  
Minister of Revenue 

 

Services to Inform the Public 
About Entitlements and 
Meeting Obligations  
(funded by revenue Crown) 

- 1.470 2.813 2.811 2.811 2.811

Services to Process Obligations 
and Entitlements  
(funded by revenue Crown) 

- 0.264 0.582 0.616 0.616 0.616

Taxpayer Audit 
(funded by revenue Crown) 

- 0.298 3.565 3.370 3.123 2.884

Net Asset Schedule: 
Capital Investment  

0.819 4.125 3.198 - - -

Total Operating 2.032 6.960 6.797 6.550 6.311
Total Capital 0.819 4.125 3.198 - - -

 
 

16. Approve the following changes to appropriations to evaluate the R&D tax credit, with a 
corresponding impact on the operating balance: 

 



 

 

 
 $m – increase/(decrease)  

 2006/07 2007/08 2008/09 2009/10 2010/11 
 

2011/12 & 
Outyears

Vote Revenue  
Minister of Revenue 

 

Policy Advice 
(funded by revenue Crown) 

- 0.012 0.012 0.052 0.010 0.010

Services to Inform the Public 
About Entitlements and 
Meeting Obligations  
(funded by revenue Crown) 

- 0.026 0.026 0.108 0.022 0.022

Services to Process Obligations 
and Entitlements  
(funded by revenue Crown) 

- 0.009 0.009 0.036 0.007 0.007

Taxpayer Audit 
(funded by revenue Crown) 

- 0.013 0.013 0.054 0.011 0.011

Vote Research, Science and 
Technology 
Minister of Research, Science 
and Technology 

 

Departmental Multi-class 
Output Expense Advice on 
Shaping the Science System:  
Policy Advice 
(funded by revenue Crown) 

- 0.330 0.390 0.180 0.250 0.290

Total Operating - 0.390 0.450 0.430 0.300 0.340
 
 
Small and medium-sized enterprises 
 
17. Note that no additional funding is being sought in relation to the proposed discussion 

document on simplifying the tax rules for small and medium sized enterprises. 
 
55. In addition, the Minister of Finance recommends that the Cabinet: 
 

Market development assistance  
 
18. Note that MDAS will continue, given the overall assessment that this is likely to be 

more effective than the introduction of a tax credit. 
 
19. Note that in December 2006 Cabinet approved a contingency of $6.750 million in 

2007/08 to meet peak demand in Export Year 2007, and that this contingency could be 
drawn on should demand require. 

 
20. Agree the following changes to appropriations to continue MDAS at the Export Year 

2007 level on an ongoing basis and to meet the increased operational costs associated 
with the ongoing operation of the Market Development Assistance Fund, with a 
corresponding impact on the operating balance: 

 



 

 

 
  $m – increase/(decrease) 

Vote Economic, Industry and 
Regional Development Minister for 
Industry and Regional Development 

2006/07 2007/08 2008/09 2009/10 2010/11 & 
Outyears

Other Expenses to be Incurred by the 
Crown:  
Market Development Assistance Fund - 6.750 26.768 26.000 26.000

Non-departmental Output Expenses: 
Grant Administration and 
Management - - 0.232 1.000 1.000

Total Operating - 6.750 27.000 27.000 27.000
 
 
21. Note that these changes will maintain MDAS funding levels at around $55 million per 

annum on an ongoing basis. 
 
22. Note that the Minister for Economic Development may wish to incorporate within the 

2007 Budget Cabinet paper a reallocation of additional funding in recommendation 15 
to progress priority initiatives around major events, the HiGrowth fund, and Film NZ.  

 
Tertiary education funding 
 
23. Approve the following changes to appropriations to provide for increased growth in 

participation in Industry Training, with a corresponding impact on the operating 
balance: 

 
 $m - increase/(decrease) 

Vote Education 
Minister for Tertiary Education 

2006/07 2007/08 2008/09 2009/10 2010/11&
Outyears

Non-Departmental Output Expense: 
Training for Designated Groups 

- 5.000 11.000 17.000 20.000

 
 

24. Agree that the 2007/08 costs in the recommendations above be charged against the 
Budget 2007 operating allowance and that the costs from 2008/09 onwards be charged 
as a pre-commitment against the Budget 2008 operating allowance. 

 
25. Agree that the proposed changes to appropriations and projected balances of net assets 

for 2006/07 above be included in the 2006/07 Supplementary Estimates and that, in the 
interim, the increases be met from Imprest Supply. 

 
 
 
 
 
 

Hon Dr Michael Cullen Hon Peter Dunne 
Minister of Finance Minister of Revenue 
 


