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	 The GST ratio - Optional 
FROM the beginning of the 2008 financial year, business entities paying GST and provisional income tax will be permitted to pay 
provisional tax based on their sales*. The idea is simple. 

Calculate the ratio of tax payable to sales made for the last year. If sales were $200,000 and tax payable was $7000, the ratio would 
be $7000/200,000 = 3.5%, Apply this ratio to the sales declared in your GST return. 

Thus, if your sales for a two-month period were $30,000, then your provisional tax payment would be 3.5% of $30,000 = $1050. You 
would pay this with your GST.

Why would you want to use the GST ratio?
The advantages of the GST ratio are: 

•	 If your business is seasonal, you will pay your provisional tax based on when you get your money. Currently, provisional tax has 
to be paid in three equal instalments, regardless of whether you have the money to pay.

•	 It will help with cash-flow management. As your provisional tax is better spread out during the year.
•	 Here’s the big one. If you use the GST ratio, you are no longer liable to pay Use of Money Interest (UOMI) if your provisional 

tax payments turn out to be insufficient. If your business gets a surge in income, the GST ratio would save you from becoming 
liable for UOMI, which is currently charged at 14.24% and back-dated to when the first instalment of provisional tax was due. 
Look ahead. It might pay to use the GST ratio.

Downsides of the GST ratio are:
It is available only to those entities which pay GST and also pay provisional tax. It rules out:

•	 Partnerships, because it is the partners who pay the income tax. Partnerships do not pay tax.
•	 Companies which distribute all their income to shareholders, because it is the company which pays GST and the shareholders 

who pay the tax.
•	 People caught by the attribution rule. They have to attribute their company income to the shareholders. They are the ones 

who derive their income from personal services to just one customer or related customers. The company pays GST but does 
not pay provisional tax. 

Other issues
•	 If you want to use the GST ratio, you have to apply to IRD before the start of your financial year. You must pay GST at least six 

times a year.
•	 If your business has an annual tax bill (called Residual Income Tax) of more than $150,000, you are not allowed to use the 

GST ratio. You may, of course, deduct shareholder wages before arriving at the 
taxable profit for a company. 

A thought
If you pay all company profits to shareholders but expect UOMI could become a problem, 
you could make your company a provisional tax payer and register for the GST ratio. You 
would need to leave a profit of at least $7576 in your company.

Note
*You pay your provisional tax on the basis of all sales, including asset sales. You may 
adjust for the asset sales if the amount is large.

	 Filing GST returns
A CLIENT filed an electronic GST return on 2 April 2007. IRD said it had never received 
it. Keep receipts for electronic filing. A penalty system is coming in for late GST returns. 
The first time you offend you will get a warning. Those people posting in GST returns 
must send the whole form. Some people have been sending only the payment slip 
because the form no longer has a copy. Make a copy for your own records.

	



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.

If you have any questions or comments, please don’t hesitate to get in touch with us at any time, call 827 6006 or email 
us at: admin@fisherheaslip.co.nz or visit our website: www.fisherheaslip.co.nz. We’d love to hear from you!

If you have received the hard copy of this newsletter and wish to receive as electronic format please let us know.

PS. If there are other people you know who would like to subscribe to this newsletter, they can sign up by emailing us at: admin@fisherheaslip.co.nz

	 Tax Dates
January 15 2008
GST November 2007
2007 Terminal Tax 
(December balance date)
2nd instalment of provisional Tax 
(May balance date)

February 7 2008
2nd instalment of Provisional Tax 
(June balance date)

March 7 2008
3rd instalment of Provisional Tax 
(March balance date) 

	 Pay out dividends
THE tax rates for companies will be 
reduced to 30% from the start of the 
2009 tax year (for 31 March balances 
this is 1 April 2008). 

When dividends are declared out of these 
profits, they will carry an imputation 
credit of only 30%. 

The Government realises there are 
accumulated imputation credits from 
past years and these represent tax paid 
at 33%. If you want to use up these 33% 
credits, you have until 31 March 2010 
to do so. After that, all tax credits 
attaching to dividends will be at 30%.

If a family trust owns most of your company 
shares, consider paying the dividends as 
soon as possible, unless you think the tax 
rate for trusts will be reduced.

If individuals own the company shares 
it could be wise to wait for the next 
Budget to see if you can declare a 
dividend in a lower tax year.	

	 Unclaimed  
	 tax refunds
IF you go to the IRD website and click on 
individuals and families, you will find a 
drop-down menu. Go to unclaimed money 
and you will find a list of people who have 
not claimed their tax refunds. If you know 
anyone on this list, tell them they can 
claim their refund by writing to:
Business Direct, IRD,  
PO Box 895, Wellington. 
They will need to provide the following 
information:-
•	Personal identification
•	Evidence they have authority  
	 to claim the refund
•	Time slips or other evidence to show 
	 they worked for the firm concerned  
	 if the refund is arising out of wages.

People who do not work for all of  
any financial year are likely to be  
over taxed.	 	

	 Foreign company shareholdings  
	 of less than 10%
IF you hold any company shares other than those in New Zealand companies and 
certain Australian companies, you will be liable, when you complete your 2008 tax 
return, for a new tax called the Fair Dividend Rate (FDR). 

There is only one concession. If you own the shares, excluding the exceptions 
mentioned above, in your own name and they cost less than $50,000 you do not 
need to read any further. 

If you have owned the shares since before 1 January 2000, you do not need to know 
what they cost you. Use the value (discuss the meaning of this term with us) at  
31 March 2007 as their cost. The concession for these old shares is doubled. 

Note: There is no $50,000 relief for a family trust. 

If this law change affects you, you need to do two things now:-

1	 Find out what your shares were worth on the first day of your financial year. 
For most people this is the 1 April 2007.

2	 If you are going to be liable for FDR, ring us to discuss, because you might find 
you should be paying provisional tax.

What is Fair Dividend Rate?
Many overseas companies pay only small dividends or none at all. The Government was 
not getting a fair share of tax on its income by taxing only dividends. It has therefore 
decided to treat 5% of the value of the shares as though it were a dividend.

FDR is more complicated than it appears, so we are not proposing to discuss it in 
detail in this newsletter. 

For example, Australian companies, which do not pay tax on all their income because 
of a tie up with a foreign company, are also subject to the Fair Dividend Rate as are 
shares in unlisted Australian companies.

	 Tax rates for PIE’s
A PORTFOLIO Investment Entity (PIE) is a managed fund which has tax privileges but 
which must abide by certain recently created laws.

If you invest in a PIE, at the beginning of each financial year you will get a form asking 
you for your tax rate. How do you know what to write on the form? We list the rules 
below:

Individuals
You may choose a tax rate of 19.5% if your income is less than $38,000 and your share 
of income from the PIE, when added to your own income, is less than $60,000. Since 
PIEs came into existence only on 1 October 2007, PIE income will not be included for 
the year starting on 1 April 2008 because no one will have a full year of PIE income.

Provided you have satisfied these conditions in either of the last two years, you are 
entitled to use the 19.5% tax rate. For the year starting 1 April 2008, the last two 
years are 31 March 2006 and 31 March 2007. 

If you understate your rate, you have to complete a tax return and take the PIE 
income into it. You get credit for tax deducted by the PIE but the income could affect 
student loan payments, child support etc.

If your income is above these thresholds your rate is 33%.

Joint investments 
If you invest jointly, split the investments between you, so 
you can use your own tax rates. If you invest jointly and have 
different rates, you have to select the higher one and the 
overpaid tax is not refundable. 

Companies
Companies always use the 33% tax rate.

Trusts
You may choose either zero or 33%. If your trust distributes 
income to beneficiaries, choose the zero rate if the beneficiaries 
will be paying tax at 19.5% on the money they get. 



N E T W O R X  B O A R D

If at any time you require any of the above’s services as valued clients they are HIGHLY RECOMMENDED

Tasman Broker  
Group Ltd

For a comprehensive analysis of  
all your mortgage, risk management  

and investment needs call one of  
our professional advisers now.

	 	 	

Call us before you need us!
Fax: 07 858 2653

318 Grey Street, Hamilton East • PO Box 9312, Hamilton

Members of Professional Investment Services Ltd

Peter’s  
Upholstery  

Limited

For all your furniture Upholstery needs
Free Quotes • Pick-up & Delivery

Call Peter Hoebergen  
on 07 856 2924        

or email: peterhoebergen94@hotmail.com
60 Hudson Street, Hillcrest, Hamilton

CAMBRIDGE
Custom Cabinets & Joinery

Quality manufactures of all types of:

	 •	 Kitchens

	 •	 Vanities

	 •	 Pre-Hung Internal Doors

	 •	 External Timber Joinery

	 •	 Entrance Doors

	 •	 Stairs

Full Quotation & Design Service Available

Partners: Russell Thomas & Chris Warmerdam

Phone: 07 827 3081 • Fax: 07 827 3082

Cook Street, PO Box 447, Cambridge

	 John Brouggy 07 839 1689
•	 Mortgage Finance & Insurance

•	 Life & Trauma Insurance

•	 Medical Insurance

•	 Income Protection

•	 Partnership & Key Person Insurance

	 Duncan Otto 07 850 6199
•	 Rental Property Investment

•	 Retirement Planning

•	 Lump Sum Investment 

•	 Children’s Savings Plans

•	 Business Succession Planning 
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WAIKATO AREA

locally owned and operated
covering all of the

3m3, 4.5m3, 6m3 , 7m3

and 9m3 bins

0508 BINS4U
0508 246 748

027 274 2162

www.bins4u.co.nz
westridge40@xtra.co.nz

0508 BINS 4 U
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Visa/Mastercard Welcome



Philip Coles

“Creating clients  
for life”

Email: philip.coles@bayleys.co.nz    
 Mob: 021 432 767 •  Business: 07 834 3232

A & F Productions
Digital Films

Wedding Videography
Digital videography is the NOW technology.

In the past stills photography has been  
the only choice to record your Special Day…

Now we can capture your wedding on  
HD widescreen 1080i & create a  

personalized DVD of your Special Day.

A DVD that will preserve the  
romance & excitement of your  

wedding day for a lifetime.

www.go4lifetoday.com
Adrian & Faith Young 

E-mail: A.F2@xtra.co.nz • Phone: 07 823 5375

N E T W O R X  B O A R D

If at any time you require any of the above’s services as valued clients they are HIGHLY RECOMMENDED

improve your business  
using the internet

web design > web solutions
	 •	 we create web sites from start to finish
	 •	 we can re-design an existing web site
	 •	 we can update an existing web site
	 •	 we can also do web design promotion

www.ebesign.co.nz
contact liam:

(09) 940 8755 • info@ebesign.co.nz
unit 5 / 11 hayden street, freeman’s bay, auckland

M D Contracting
Mini Digger Hire

Cobblestones and Pavers

General Siteworks

Driveway & Lawn Preparation

Contact:

Michael Dolan
021 188 0238

	 Efficient Service	 Free Quotes


