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KPMG welcomes the opportunity to make a submission on the Government discussion 

document, Making Tax Simpler: Better administration of individuals’ income tax (referred to in 

our submission as the “discussion document”). 

The focus of our submission is on the core proposal to change year-end tax requirements for 

individuals and the proposal to upload information in relation to the donation tax credit.  

Year-end tax obligations  

We note the core proposal, to simplify end-of-year requirements, is aimed at those currently in 

receipt of income from which tax is deducted at source (such as salary and wages, NZ dividends 

and NZ interest). The two options being considered are: 

— Enhancements to the current Personal Tax Summary (“PTS”) process, whereby Inland 

Revenue would better target the issue of PTSs and improve their pre-population for income 

information. This is called the “improved status quo” option.  

— An “alternative approach”, where individuals would not have to provide any information if 

they earn only “reportable income” (i.e. salary and wages, NZ interest, NZ dividends and 

Maori authority distributions). Inland Revenue would calculate whether they are due a 

refund or tax to pay. The refund or request to pay would be issued automatically.  

Under both approaches, those who earn income other than reportable income would need to 

provide this information as they do now, with Inland Revenue using information collected from 

prior years (e.g. rental income) to prompt individuals.  

Comment 

We welcome the focus on simplifying year-end “wash-up” requirements for individuals.  

From a compliance cost perspective, the alternative approach would (other things equal) impose 

the lowest cost on individual taxpayers. It is therefore attractive from that perspective.  

However, we have concerns about what the alternative approach may mean for the integrity of 

the tax system as it effectively removes the need for individuals to think about their tax affairs. 

This includes those with not just reportable income due to the lack of a formal reminder from 

Inland Revenue each year.  
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We acknowledge that one argument is that “tax should be out of sight, and out of mind” for 

individuals, if Inland Revenue can get the tax position right for them. Another argument is that 

the current PTS process already largely removes them from having to consider their tax affairs, 

so there is nothing to be lost, relative to the status quo.  

Notwithstanding the above, we still believe there is value in New Zealanders understanding the 

tax they pay. This is essential to ensure there can be fully informed debate about current tax and 

Government expenditure settings – i.e. by knowing how much tax they pay, New Zealanders 

can make informed judgements about the value of public goods and services they receive. We 

believe this is important for a healthy and well-functioning democracy.  

We also make the following observations:  

— A large number of individuals will be investors in KiwiSaver funds, which are multi-rate 

Portfolio Investment Entities (“PIEs”) for tax purposes. That tax regime requires investors 

to elect their correct PIE tax rate based on prior year net income. If too low a rate is elected, 

their attributed PIE income must be included in a tax return. If too high a rate is elected, 

then the excess is not refundable. The onus is on the individual to get this right. We are 

concerned that an approach which further limits interaction with the tax system will make it 

harder for individuals to determine their correct tax rate (with the risk of over-taxation of PIE 

income or non-compliance).  

— The current (and future) “non-filing” settings are based on the employment limitation, 

which limits the ability for individuals to claim deductions for expenditure incurred in relation 

to the derivation of employment income, continuing. This raises two issues: 

o In our submissions on Base Erosion and Profit Shifting, we made the observation that 

the general public are more likely to consider it unfair that multinationals do not pay tax 

in New Zealand on their gross income because that is how wage and salary earners are 

currently taxed. A future Government may consider aligning the position for individuals 

with business. The absence of deductions for employees reflects, among other things, 

current and historical administrative constraints. Business Transformation may remove 

or reduce those constraints.  

o If a future Government was to revisit this tax policy setting, then we cannot see how a 

non-filing option would be feasible. That would require a future Government to revisit 

year-end tax obligations. Given the scale of change that could entail, the alternative 

approach would appear to further “lock-in” the current (non) deductibility settings for 

employment-related expenditure. It is not clear to us that a future Government should 

be so bound.  

— Under the alternative approach, with no explicit year-end touch point with the tax system 

for individuals, there appears to be no opportunity for Inland Revenue to directly prompt 

those who may have derived income other than reportable income (i.e. “non-reported 

income”). This appears to be particularly problematic in the year in which a person first 

derives non-reported income (e.g. starts deriving rental income, invests in foreign shares, or 

receives a distribution from a trust). (The discussion document proposes that Inland 

Revenue will be able consider an individual’s situation, including prior period income, but 

that requires the history to be known.) The proposal to use mass and social media to 

publicise taxpayers’ responsibilities in relation to non-reported income will not be as 

effective, in our opinion, as direct contact.   

— There are often situations where an individual is included on a tax agency listing, enabling 

them to access an extension of time (“EOT”) for filing income tax returns. Their inclusion 

on a tax agency listing may be after the 7 July deadline for filing income tax returns without 

an EOT, because they take a while to get their affairs in order in the year in which they 
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purchase investments or move to New Zealand, for example. Under the alternative 

approach, there is a high-likelihood that those individuals will be automatically assessed as 

non-EOT filers, if not included on a tax agent’s list by 7 July. This will require their tax agent 

to unwind the automatic assessment. This may include the individual having to potentially 

pay back any refunds with use-of-money interest applied on top. (The discussion document 

is silent on the proposed obligations for those with non-reported income and current EOT 

arrangements. We understand that there is no intention to limit the ability to claim an EOT if 

filing using a tax agent.)  

— Finally, it is not clear to us how the alternative approach is intended to interact with the 

Using myIR changes proposed in Chapter 5, specifically the comments that: 

In addition, while the information Inland Revenue presents in an individual’s 

information statement will generally be accurate, errors may still occur. If their 

information statement does contain errors, the individual will be responsible for 

amending these before confirming their information statement. 

As well as adding information that is not already shown, individuals will be able to 

amend the information that Inland Revenue has displayed, or confirm it as correct 

and complete. 

Our emphasis 

This suggests that there will still be a requirement for individuals to “confirm” their tax 

position, which seems inconsistent with the alternative approach. It is also not clear what 

information the individual may have in their possession that is different to that provided to 

Inland Revenue by third parties. The information provided by employers and investment 

income payers should be expected to be correct. It is not clear whether the proposed 

requirement is intended to cover, for example, the allocation of join investment income.  

Our reason for highlighting the above is not to suggest that the Government should re-introduce 

tax return filing requirements for individuals who only receive reportable income, or even persist 

with the current (or an improved) PTS model. Rather, it is to illustrate that there are trade-offs to 

enshrining a “hands off” approach as part of the future tax administration.  

We believe there is a strong case for using technology to minimise any interaction but to 

nevertheless require individuals to have a touch-point with the tax system and Inland Revenue. 

Requiring individuals to log-in to their myIR account (including through a smartphone/device app) 

once a year, where their salary and wage, NZ interest, NZ dividend and Maori authority 

distributions would be pre-populated and displayed, and where they would simply need to 

confirm they have no other income does not seem particularly onerous to us. (This presumes, 

not unreasonably, a future state where individuals have access to, and prefer to communicate 

using, technology.) 

Donation tax credits  

The discussion document proposes allowing individuals to upload copies of their donations 

receipts to Inland Revenue, for inclusion in their myIR account, during the year. We support this 

proposal, as it would make tracking donations during the year simpler.   

It is unclear whether the Government has also explored the possibility of donee organisations 

providing this information directly to Inland Revenue, without requiring individuals to provide 

proof of their donations. Whilst the aim should not be to impose additional compliance costs on 

this sector, if the current reporting by done organisations supports this initiative, our suggestion 

would appear to minimise the costs on the system overall.  
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Other issues 

We note the discussion document covers a range of other issues, including:  

— Allowing individuals to apply for special tax codes online. (While their use will not be 

mandated, Inland Revenue will contact them if the use of a special tax code would be 

beneficial.)  

— Mandatory direct crediting of income tax refunds to align with GST refunds and donations 

rebates.   

— Updates to myIR to include information collected under the PAYE and investment reporting 

proposals in the Taxation (Annual Rates or 2017-18, Employment and Investment Income, 

and Remedial Matters) Bill and donation receipts, during the year.  

While we are broadly supportive of these proposals, we make the following comments:  

It is not clear whether direct crediting of refunds would be limited to New Zealand bank 

accounts only. In our view, there should be no distinction between a NZ and foreign bank 

account, for refund purposes, if the driver is to reduce processing times and compliance costs 

for taxpayers and administrative costs for Inland Revenue. We support flexibility for the 

Commissioner to issue refunds via other means (e.g. by cheque) if circumstances support this.   

We note the justification for more frequent PAYE and investment income reporting is to allow 

Inland Revenue to track and adjust tax and social policy entitlements and obligations during the 

year. Therefore, we would expect that “benefit” to be reflected in the individuals’ income tax 

(and social policy) obligations proposals.  

Further information 

Please do not hesitate to contact us, Rebecca on 09 367 5926 or Darshana on 09 367 5940, if 

you would like to discuss our submission in greater detail.  

Yours sincerely  

  

Rebecca Armour 

Partner 

Darshana Elwela 

Partner 

 


