
 

When do the rules apply and what is the criteria?
From 1st July 2021 the rules will apply to transactions
with a total purchase price of more than $1 million
where there is a mix of taxable and non-taxable assets
of $7.5million or more relating to a sale of residential
property.

Why are there new rules?
The purpose of the new rules is to eliminate “mis-
matched” purchase price allocations. In the past the IRD
may have missed out on tax revenue due to purchasers
and vendors treating the breakdown of the sale price
differently i.e. the purchaser may have been able to
claim depreciation expense on assets and on the same
transaction the vendor did not return deprecation
recovery on asset sales as taxable revenue.

How are the new rules implemented?
1. If the vendor and purchaser agree on the
breakdown of the asset amounts, then these values
will be recorded in the sale and purchase agreement.

This will mean the parties agree on how the sale
price is allocated between taxable, depreciable and
non-taxable assets and then these values will be
used for tax purposes. The agreement should be
made and documented before either the vendor or
purchaser submits their income tax return that
includes the tax position for the sale. Neither party
needs to notify IRD about the agreement unless
requested.
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taxable assets such as trading stock, accounts
receivable, patents
depreciable assets such as plant or machinery
non-taxable assets such as business goodwill

If you are buying or selling a business or property
from 1st July 2021 the new purchase price allocation
rules may apply to you.

What is the purchase price allocation rules?
Prior to 1st July 2021 there was no requirement for
vendors and purchasers to agree on each individual
asset value when assets were purchased or sold.

This could mean that the vendor or purchaser could set
the sale price for their best interests to minimise tax.
Business asset sales can involve a mixture of:

A Sale and Purchase agreement could have a universal
sale price and no breakdown of the individual assets
making up the total price, meaning the vendors and
purchasers chose how to split the sale price up between
taxable assets, depreciable assets and non-taxable
assets.

Purchasers may have had more taxable expenses to
claim if higher values were placed on taxable assets and
depreciable assets. Whereas vendors may have had less
tax to pay if high values were placed on capital non-
taxable assets such as goodwill or depreciable assets.

The vendor within 3 months of settlement of the
transaction may determine the amounts
allocated and must notify both the purchaser and
IRD of the amounts. The amounts cannot be less
than the greater of the market value or the
vendors tax book value for the assets. The
amounts must be used by both the purchaser
and vendor for income tax purposes.
In the event the vendor does not notify the IRD
and the purchaser within the 3-month
timeframe, then within a further 3 months
(within 6 months of settlement) the purchaser is
then entitled to set the allocation and is
obligated to notify the IRD and the vendor. The
amounts cannot be less than market value for
the assets. The amounts must be used by both
the purchaser and vendor for income tax
purposes.

It is important to note, if the IRD consider the agreed
amounts do not reflect the asset’s market value, they
can still re-allocate amounts. 
 
2. If the vendor and purchaser do not agree and
the total purchase price is $1 million or more, or for 
residential property with a purchase price of $7.5
million or more, the following rules apply:

3. If the purchaser does not make a notification
within the further 3-month timeframe, then IRD may
allocate amounts to each asset. Any tax deduction
that the purchaser is entitled to may be denied until
the following year’s tax return.

To Do: Set asset values in all Sale and Purchase
Agreements – Don’t get caught out.

It has always been good practice to reach an agreement
of the values for the asset amounts in the Sale and
Purchase agreement. Now more than ever though it is
vital this is agreed to at the time of the agreement so
you can make a decision to purchase or sell based on all
the relevant tax implications.

We recommend seeking our advice at the beginning of
the sale or purchase process to ensure we can work with
you to obtain the best tax outcome for the sale or
purchase.

 
 

Anna Bennett
Director  |  Chartered Accountant

P: 07 888 8002
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Do you have PAYE employees?    ACC are now invoicing Employer levies based on your payroll.
If any of the below apply, please let our ACC team know;

         Reducing or increasing payroll significantly           Ceased or ceasing payroll
         Paid your injured employee for first week off           Business activity has changed

A friendly reminder that the following direct debit options available can assist your business with cashflow and
budgeting; 3 or 6 months interest free,10 months will incur a 2.73% admin fee, One off direct debit

If you require assistance or your invoice explained, please contact our ACC team;
P: 07 889 7153   E: acc.morrinsville@cooperaitken.co.nz

 

Quad Bike CPD;
Manufacturing Health and Safety Advisory Service;
Construction Health and Safety Training;
Residential Construction Health and Safety Service.

Workforce capability development;
Professional health and safety consulting advice; and
Capital investment that has health and safety outcomes.

ACC can now provide subsidies for small to medium businesses in certain sectors to go towards
improving workplace health and safety.

 Four subsidies are currently available to the manufacturing, agriculture and construction industries.
Small to medium businesses in these sectors may be eligible for the relevant workplace injury
prevention subsidy.

 Subsidies for workplaces in other sectors plan to be offered in future.

 Current available subsidies: 

1.
2.
3.
4.

The subsidies are available to help qualifying businesses access services and support to improve
workplace health and safety, as part of the active efforts to reduce workplace injury and death in our
country.

 Types of subsidies: 

The subsidies are expected to evolve over time to meet health and safety needs for workplaces in
various sectors, especially where the sector has a higher risk of injury in the workplace.

Further information can be found at ACC's website or please get in touch with the team to see if your
business could be eligible and how to improve health and safety in the workplace. 
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We've refreshed our core values and we're excited to share these with
you.

 
 Our values are extremely important to us, they are the compass that

drives us in all that we do and all that we want to achieve.
 

 These refreshed values reflect and represent who we are, why we're
here and what we stand for. These are values we walk each day to

support our clients, our team and our community.
 

 They summarise our core beliefs and principles that we hold near
and dear. They're our CooperAitken way.

If you want a Research & Development (R&D) tax credit for the 2019/2020 or
2020/2021 tax years, you now have until 31 August 2021 to apply.

 
Read more on R&D tax incentives and extension details here.

Deadline extended for R&D 

tax credit applications
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