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BUDGET FACT SHEET

Changes to GST

Increase of GST

The increase in GST from 12.5% to 15% requires a range of systems changes and checks.
Whether GST on a sale should be at the old or new rate will depend on whether the time of
supply is before, or from 1 October 2010. The time of supply is triggered by the earlier of
receiving a payment or issuing a tax invoice. This means the old rate can be locked in for a
customer purchasing goods to be received after 1 October 2010 by the customer paying a
deposit before 1 October 2010.

For those on the payments basis, debtors and creditors existing at the time of the change are
subject to a notional 2.5% conversion at their values on the date of transition, with all payments or
receipts thereafter being subject to 15%. The notional conversion has the effect of deeming
payments or receipts relating to prior to the rate increase to be at a net 12.5%.

If 1 October 2010 comes part way through your GST period, two GST returns must be completed,
i.e. one return for supplies made to 30 September 2010 and a second return for supplies from 1
October 2010. The IRD will provide a special form for the additional GST return.

You will need to ensure your systems can deal with two GST rates for a period of time. Credit
notes issued post 1 October for purchases made pre 1 October will need to be issued using the
old rate. Systems set-up to automatically code repeat transactions will need to be reviewed or
switched to manual coding during the transitional period to ensure the correct GST rate is
accounted for.

Where goods and services are paid for by progress payments, e.g. insurance or rates, each
payment is deemed to be a separate supply. Therefore, the GST on a progress payment made
after 1 October 2010 will need to have GST charged at 15%.

All information in this Fact Sheet is to the bekti® authors' knowledge true and accurate. Nailiighis assumed by
the authors, or publishers, for any losses sufféngdny person relying directly or indirectly uptiris newsletter. It is
recommended that clients should consult a senjoresentative of the firm before acting upon thfsimation.




