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Progress on base erosion and profit shifting  
 
There are a wide range of international tax planning techniques used by 
multinational enterprises (MNEs) to avoid paying tax anywhere in the world. We 
collectively refer to these techniques as base erosion and profit shifting (BEPS) tax 
planning strategies. 
 
We have made a lot of progress in implementing the OECD recommendations and 
best practices on BEPS. In particular, the Taxation (Neutralising Base Erosion and 
Profit Shifting) Act 2018 received Royal assent on 27 June 2018 and is New 
Zealand’s main legislative initiative to countering BEPS.  
 
The five main proposals in this Act are: 
 

 Stronger interest limitation rules, which will prevent MNEs from using 
artificially high interest rates on related party debt to shift profits out of 
New Zealand. 
 

 A permanent establishment anti-avoidance rule which will prevent MNEs 
from using artificial arrangements to avoid having a taxable presence in 
New Zealand, as well as expanded source rules.  

 

 Updated transfer pricing rules which will prevent MNEs from using related 
party transactions to shift profits to offshore group members in a way that 
does not reflect the actual economic activities undertaken in New Zealand 
and offshore. 

 

 Hybrid and branch mismatch rules which will prevent MNEs from getting tax 
advantages by exploiting differences between countries’ tax rules. 

 

 Increased administrative powers for Inland Revenue so we can investigate 
more effectively MNEs that may be avoiding New Zealand tax. 

 
Most provisions in the Act apply to income years beginning on or after 1 July 2018. 
Also on 27 June 2018, we ratified the OECD’s Multilateral Instrument, which will 
amend in due course many of our tax treaties to deal with treaty-based BEPS risks. 
We estimate that these changes could mean an extra NZ$200 million of tax 
revenue each year once they are fully phased in.  
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