
Business  Matters - from Business Advice 
 

New Tax Changes Effective 1 October 2008 
 

How do these affect you? 
You will need to make sure that your tax deductions are correct for yourself and your employees.   

 

The tax cut package will be rolled out progressively in three stages, phased over the next three and a 

half years. 

 

The following table shows the thresholds and tax rates over the 3 stages. 

 

Stage 1 2 3 

 

From 1
st

 October 2008 1
st

 April 2010 1
st

 April 2011 

 

Rate Income Threshold Income Threshold Income Threshold 

12.5% 0-14,000 0 - 17,500 0 - 20,000 

 

21% 14,000 - 40,000 17,501 - 40,000 20,001- 42,500 

 

33% 40,001 - 70,000 40,001 - 75,000 42,501-80,000 

 

39% 70,001- & above 75,001 & above 80,000-& above 

 

Note - because the tax rates have been changed mid year, a composite tax rate is applied for the 

whole of the 2008-2009 year.  

 

This composite rate reflects an average of the two income tax rates that are used during the year, ie 

the tax rate April 2008 to October 2008 and the tax rate October 2008 to March 2009 

 

What are the composite rates? 
The following table depicts the composite rates that will be applied for the 2008-09 income year for  

individuals.     

 

 

Taxable Income 

$ 

Old Tax rates for 

PAYE period 1/4/08-

30/09/08 

New Tax Rates 

For PAYE period 

1/10/08 to 31/03/09 

 

Composite Tax Rates 

for 2008-09 income 

year 

0 -   9,500 15% 12.5% 13.75% 

 

9,501 - 14,000 21% 12.5% 16.75% 

 

14,001 - 38,000 21% 21% 21.% 

 

38,001 - 40,000 33% 21% 27% 

 

40,001 - 60,000 33% 33% 33% 

 

60,001- 70,000 39% 33% 36% 

 

70,001& higher 39% 39%  

 

 

 

 



 

In relation to the above composite rates note 

 

1. The low income rebate has been removed from the 2008-2009 income year to be replaced 

by the new 12.5% tax rate.   

 

2. They exclude the ACC Earners levy  

 
 

PAYE Schedules and programs?  
 

You should have by now received the new PAYE Deduction tables from the IRD to start using from 

the 1
st

 October 2008. 

 

 If you use a payroll program you also should have received an upgrade for your system to comply 

with the new tax rates effective from the 1
st

 October 2008. 

 

If you are using a Payroll program there should be instructions on when to install and start using  this 

program. If you have not received an upgrade yet, contact your supplier urgently. 

 

Remember to take a back up before installing your new upgrade. 

 

  

Which rates do I use and when?  

 
You need to take particular care when you implement your new rates, based upon the pay period, 

not necessarily the payment date (although this maybe one in the same)  Ie. the period that the 

payment relates to – not the actual day the employee is physically paid. 

 

The new rates apply for the first pay period that ends on or after the 1
st

 October 2008. 

 

Example 1. 

John is physically paid on 1st October, for the week from 22nd September to the 26
th

 September.  As 

the pay period ended prior to the 1
st

 October the old 2008 tax rates would be used to calculate the 

PAYE – even though he was physically paid on the 1
st

 October. 

 

 

Example 2. 

John is physically paid on the 8
th

 October, for the week from the 29
th

 September to the 3
rd

 October.  

As the pay period ended after the 1
st

 October, the new 2009 tax rates would be used to calculate 

the PAYE. 

 

The pay doesn’t have to be split between old and new rates unless the pay period exceeds one 

month. 
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