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The Budget Tax Changes - how it affects you or your business

"Why does a slight tax increase cost you two hundred dollars and a substantial tax cut save you
thirty cents?" - Peg Bracken

People say timing is everything and in an
unusual move many of the benefits
contained in the budget will come into
effect from the 1% October rather than the
usual 1% April - and some skeptics say
this is because of Novembers election !!!

So what goodies are in the budget to help
you or your business?

Income Tax cuts
From the 1%
October this year
the new reduced
tax rates will be
phased in over

the next three
years. On

average this will

mean from October you will receive an
extra $12 to $28 per week , rising to $22
to $55 on 2011, if Labour gets back in.
For the actual income brackets, tax rates
and start dates see the table later in this
newsletter.

So who wins

The 2008 Budget is clearly aimed at
individuals (or is that voters) with the
personal tax cuts and Working for
Families package - whether it is
significant enough to win the next election
- only time will tell. Proportionately the tax
cuts will benefit lower income people the
most, but in actual dollar terms the higher
income people will get the most in their
pockets.



Superannuation
These payments
have also
increased, but the
increase is more
compulsory than
voluntary. This is
because super
payments are linked
to the average take
home wage. As the average wage
increased due to the above tax cuts, so
too did the super payments.

2009 Provisional Tax

If you are basing your provisional tax
payments on last year tax figures (safe
harbour method) then the new tax rates
will slightly reduce the amount of
provisional tax you have to pay. We will
cover this item in more detail once more
information is received on this matter.

Working for families

These payments will also increase form
the 1 October. The increase comes
because the tax credits and income
thresholds at which these payments kick
in are going to be adjusted, to take
account of inflation from 1% April 2007.

While the Government is saying that this
is a “budget benefit” under the legislation
that introduced Working for Families
these increases were required to be
introduced once the CPI increase
reached 5% from the 1% April 2007.

The government deficit is the
difference between the amounts of
money the government spends and
the amount of tax it has the nerve to
collect.
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Student Loan
The main changes here are

¢ More students will become
eligible for student allowances

e Parental income threshold is
increased by 10%

e The maximum age at which the
Parental Income limits apply has
been reduced to 24.

e The living allowance has been
increased by $5 per week to
$155,

Other Changes

In addition to the budget - new legislation
will be introduced in June to reduce your
tax-related compliance costs. The tax-
related compliance costs measures
include:

¢ Raising the PAYE once-a-month
filing and payment threshold from
$100,000 to $250,000.

e Raising the FBT annual return
filing threshold from $100,000 to
$250,000.

¢ Allowing closely-held companies
to file FBT returns annually if their
FBT liability arises solely from the
provision of up to two vehicles to
shareholder-employees.

e Raising the GST registration
threshold from $40,000 to
$50,000.

e Raising the GST six-monthly
return filing threshold from
$250,000 to $500,000.



New tax rates

From 1% October 2008 to 31 March 2010

Income Bracket Tax Rate
$14,000 12.50%
$14,001 - $40,000 21%
$40,001 - $70,000 33%
Over $70,000 39%

From 1% April 2010 to 31%'March 2011

Income Bracket Tax Rate
$17,500 12.50%
$17,501 - $40,000 21%
$40,001 - $75,000 33%
Over $75,000 39%

From 1% April 2011 onwards

Income Bracket Tax Rate
$20,000 12.50%
$20,001 - $42,500 21%
$42,501 - $80,000 33%
Over $80,000 39%

Like most tax changes the Government has made lately, they have not yet worked through
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Tax Defined African Style
In a newly .

created nation in "

Africa, an elderly
native was told
that he was going
to be taxed to

support the
government.

“Why?” he asked.

“To protect you from enemies, to feed
you when you are hungry, to care for
you when you are sick, and to educate
your children,” he was told.

“l see,” said the old man. “It’s like |
have this dog, and the dog is hungry.
He comes begging to me for food. So |
take my knife, cut off a piece of the
poor dog’s tail and give it to him to eat.
That, | believe is what taxation is.”

If you would like a copy of our
summaries on Infrastructure and
Primary Industries budget changes
please let us know and we will forward
them to you.

the effect that these changes will have on other tax areas, so we can no doubt look
forward to a few years of tax compliance headaches as they iron out the problems.
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Key points in today's budget
A summary of the key points from yesterday’s budget are as follows:

e The Government commits $4.8 billion in 2008/09, rising to $7b in 2011/12 in operating
spending and revenue initiatives and $1.9b in new capital spending between 2008/09 and
2011/12;

¢ Operating balance expected to decline over the forecast period from 4.8 percent of gross
domestic product (GDP) in 2007 to 1.3 percent of GDP in 2011/12, reflecting the impact of
policy initiatives and the weakening economy;

Growth to March 2009 expected to bottom out at 1.5 percent before going to 2.3 percent in
2010 and 3.2 percent in 2011;

A three-year programme of personal tax cuts, starting from October 1 this year, costing
$10.6b. Once fully implemented, individuals working full time will get tax cuts of between
$22 to $55 a week.

New Zealand Superannuation maintained at 66 percent of the net average wage and the tax
cuts to add $45.88 for a married couple and $23.84 for a single superannuitant living alone
to the pension.

Some $3b over four years, $750 million per year, for health services. This includes an
inflationary adjustment of $2b to district health boards to cover the increased costs for
goods and services and population increases;

$325m in the budget, as part of more than $500m, to improve high speed broadband in
urban areas and extend its reach into regions;

» $1.8b over five years -- $619m in budget 2008 - for teachers' wage settlements. Plus money
($182m in operational funding and $33.5m in capital funding) over four years to fund an
extra 762 teachers to reduce class sizes for new entrants to one teacher per 15 students;

» $690m for the buy-back of Toll - the previously announced $665m purchase price plus $25m
to cover the costs of lease arrangements and staff secondments;

e $180m in operating funding and $9.5m in capital funding for the third and final tranche (332
sworn staff and 90 non-sworn staff) of the 1000 extra cops and 250 non-sworn police
promised at the last election.

e The budget also put a figure on the New Zealand First-gained free off-peak travel for
Supergold Card holders - $72m over four years.
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