
Australian Securitisation Forum 

Level 7, 14 Martin Place, Sydney NSW 2000 

T +61 (0)2 9189 1840
E asf@securitisation.com.au 

www.securitisation.com.au 

1 

New Zealand Market 
 

1 May 2024 

Hon Simon Watts 
Minister of Revenue 
Parliament Buildings 
WELLINGTON 

Dear Minister 

Overview 

1. The Australian Securitisation Forum (ASF) is writing to request that certain remedial
amendments to the taxation of securitisation transactions in New Zealand, which are
intended to reduce compliance costs - and therefore to reduce the cost of borrowing
money for New Zealand businesses and consumers – are addressed in the next tax
Bill.  The suggested amendments:

(a) would remedy what appear to be unintended consequences under existing
law such as (for example) anti-avoidance measures and the “associated
person” definitions applicable to those measures, which were designed
with family trusts in mind and result in overreach when applied to trusts
that are securitisation vehicles;

(b) should not give rise to fiscal costs (because in practice commercial parties
respond to overreach in the relevant rules by structuring around the issue,
or if the cost and uncertainty of doing so would be prohibitive, by not
transacting at all) but would reduce the costs of undertaking securitisation
transactions which in turn will reduce financing costs for consumers and
businesses;

(c) have been raised in the ASF’s submissions to the Finance and Expenditure
Select Committee on two recent Tax Bills, and officials in their
Departmental Report on submissions have acknowledged the issues and
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recommended considering them in a later Bill, subject to prioritisation on 
the Government’s work programme. 

2. We would be pleased to meet with you to discuss this letter if that would be helpful. 

Background 

3. The ASF is the leading industry body representing participants in the securitisation 
and covered bond markets in Australia and New Zealand.  A securitisation is a 
funding arrangement involving the transfer of receivables to a special purpose 
vehicle which then issues debt securities backed by the expected cash flows from 
those receivables. 

4. Securitisation provides an important source of funding for a range of financial 
institutions by allowing them access to wholesale debt markets for their funding 
needs on competitive terms, thereby serving as an alternative to the provision of 
funding from the major banks.  Tax or other impediments to securitisation 
transactions will therefore reduce competition in the financial sector, to the 
detriment of New Zealand businesses and consumers.  

5. For funders/investors to be prepared to provide debt financing to securitisation 
vehicles, it is critical that the securitisation vehicle has no unanticipated liabilities, 
including tax liabilities (ie, that the vehicle is “tax neutral”).  A confirmation of tax 
neutrality is always a condition precedent to draw down of funding by the 
securitisation vehicle, illustrating the commercial importance of the tax treatment. 

How unnecessary compliance costs arise and how the problem can be addressed 

6. The ASF has previously proposed (in submissions to the Finance and Expenditure 
Committee dated 29 October 2021 and 13 July 2023) certain remedial amendments 
which are intended to: 

(a) address the overreach of certain limitations on interest deductibility which 
were not designed with securitisation vehicles in mind and which impact 
tax neutrality.  Interest paid to a lender who is “associated” with the 
borrower can be subject to limitations on interest deductibility and/or a 
higher rate of withholding tax.  It is common in New Zealand for 
securitisation vehicles to be trusts.  However, under current law, whether a 
third-party lender is treated as “associated” with a securitisation trust is 
determined by applying association tests developed with family trusts in 
mind.  A third party lender to a securitisation trust may be technically 
associated with a securitisation trust merely as an incident of its rights as a 
creditor; 
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(b) prevent certain securitisation vehicles from being inappropriately excluded 
from specific tax neutrality rules in section HR 9 of the Income Tax Act 2007 
(which permit certain securitisation vehicles to achieve tax neutrality by 
electing to be transparent for tax purposes).  For example, under current 
law, where assets are to be transferred from one securitisation vehicle (that 
is not subject to the provision) to a new securitisation vehicle (that will be), 
it can be necessary to undertake a “two-step” transfer of those assets from 
the first vehicle to the originator, and then from the originator to the new 
vehicle, in order to meet the technical requirements of section HR 9.  The 
“two-step” transfer however will involve increased costs and complexity 
and may not be feasible in all cases. 

7. In many cases it is possible to navigate the deficiencies in these rules (such that there 
is no loss of tax neutrality for the securitisation vehicle), but doing so increases the 
cost of implementing the structure, or requires changes to the commercial structure 
that would otherwise have been adopted.  It is reasonable to assume that in some 
cases, the increased cost and uncertainty that result from structuring around the 
unintended consequences of the tax laws may mean that transactions that would 
otherwise occur do not proceed.  We have been advised, for instance, that the New 
Zealand tax treatment of securitisation transactions makes such transactions more 
complex and potentially costly to undertake in New Zealand than in (eg) the United 
Kingdom. 

Next steps 

8. The ASF has proposed specific remedial amendments that can be acted on to address 
these issues in a way that is consistent with New Zealand’s tax policy settings.  
Further details of these are set out in section 3 of the ASF submission dated 13 July 
2023, and are summarised in the Appendix to this letter. 

9. Importantly, we understand that officials do not disagree with the ASF’s submission.  
Their response to submissions in 2023, echoing similar responses to our earlier 2021 
submission, indicated that:1 

We recommend considering these issues for a later Bill, subject to prioritisation on 
the Government’s tax and social policy work programme. 

 

 

1  See the Departmental Report to the Taxation (Annual Rates for 2023–24, Multinational Tax, and 
Remedial Matters) Bill at page 121, and at 241 to 243.  See also the Officials Report to the Taxation 
(Annual Rates for 2021-22, GST, and Remedial Matters) Bill at pages 252, 254, 255 and 256. 
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10. The ASF and other industry bodies have devoted significant time and resource to 
proposing targeted and actionable amendments to reduce tax compliance costs 
affecting business (and therefore consumers) in this sector.  We respectfully submit 
that, having acknowledged the overreach in the existing tax laws over some years 
now, but not devoted resource to addressing the issues, now is the time for the 
Government to do so. 

Yours faithfully 

 
 
Chris Dalton 
Chief Executive Officer 
Australian Securitisation Forum 

 
Simon O’Connell 
Head of Structured Finance, Westpac  
ASF New Zealand Market sub-committee chair 
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Appendix – summary of proposed remedial amendments 

1. The following is a summary of the remedial amendments proposed by the ASF.  For 
further detail, see section 3 of the ASF submission to the Finance and Expenditure 
Committee on the Taxation (Annual Rates for 2023-24, Multinational Tax, and 
Remedial Matters) Bill dated 13 July 2023. 

2. In summary, the ASF submits that: 

(a) a person should not be associated with a securitisation trust (or treated as 
holding related-party debt) simply because the person (or an associate of 
the person) is a settlor of the securitisation trust, has the power to appoint 
or remove the trustee, or is a beneficiary, settlor or person with a power of 
appointment or removal of a security trust (see paragraph 6(a) of the 
covering letter); 

(b) it should be possible to elect to use the debt funding special purpose 
vehicle (DF SPV) regime (which permits certain securitisation vehicles to 
consolidate with their originators for tax purposes) in a wider range of 
circumstances, including where receivables are transferred to a 
securitisation entity by an entity (other than the originator) that would be 
eligible to elect, but has not elected, into the regime (see paragraph 6(b) of 
the covering letter); 

(c) notes issued by a securitisation entity should be excluded from section 
GC 18 (Loan features disregarded by rules for transfer pricing 
arrangements).  By way of background, this rule requires (subject to certain 
exceptions) that junior notes held by related parties are priced (for interest 
deductibility purposes) as if they ranked equally with senior notes.  This rule 
was not developed with securitisations in mind, and is not appropriate in 
this context.  Subordination is fundamental to the structure and purpose of 
a securitisation, to allow different investors with different risk profiles to 
hold different classes of notes, priced differently to reflect their seniority; 
and 

(d) securitisation entities should be excluded from the thin capitalisation rules.  
By way of background, the thin capitalisation rules limit interest deductions 
that can be claimed by excessively geared entities (determined by reference 
to a ratio of debt-to-net assets).  It is not appropriate for those rules to 
apply to a securitisation entity, which is a funding vehicle that is intended to 
be tax neutral.  Where the securitisation entity’s assets are financial 
arrangements (such as loans or finance leases), an existing “on-lending 
concession” addresses this issue.  But where the securitisation entity’s 
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assets are not financial arrangements (such as operating leases), the on-
lending concession is not available, and ensuring there is no denial of 
deductions under the thin capitalisation rules is more complex and can 
require changes to the commercial funding structure that would otherwise 
be adopted. 
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1 May 2024 

 

Hon Simon Watts 

Minister of Revenue 

Parliament Buildings 

WELLINGTON 

 

Dear Minister 

 

The Financial Services Federation (FSF) wishes to express its full support for the letter (which 

the FSF has reviewed in draft) addressed to you from the Australian Securitisation Forum (ASF), 

in relation to the tax treatment of securitisation transactions in New Zealand. 

 

By way of background, the FSF is the industry body representing the responsible and ethical 

non-bank lending sector in New Zealand including finance, leasing, and credit-related 

insurance providers.  We have over 90 members and affiliates providing these products to 

more than 1.7 million New Zealand consumers and businesses.  A list of our members is 

attached as Appendix A. 

 

The responsible non-bank sector exists partly because there are sectors of our community and 

society that are not able to be as well served by the registered banks.  This includes non-bank 

lenders providing specialist finance options to small and medium size businesses using the 

asset being purchased as the means to secure the loan (as opposed to taking a mortgage over 

the family home).  Non-bank lenders also support consumers with specialised products in 

areas such as housing lending, motor vehicle lending, point of sale finance, and so on. 

 

Many non-bank lenders are funded for their lending activities through the use of securitisation 

vehicles or special purpose vehicles (SPVs) and it is on this basis that the FSF is writing to you 

in support of the ASF submission.  The key points made in the ASF letter with which the FSF is 

in agreement are: 

 

• The amendments proposed in Appendix 1 of the ASF letter would remedy what appear 

to be unintended consequences under existing law (such as overreach of anti-avoidance 

measures). 
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• The amendments should not give rise to fiscal cost, but would reduce the cost of 

undertaking securitisation transactions which will in turn reduce costs for consumers and 

businesses. 

• Having been raised in the ASF’s submissions to the Finance and Expenditure Committee 

on two recent Tax Bills, in circumstances where officials have acknowledged the issues 

and recommended considering them in a later Bill, now is the time for the Government 

to act. 

 

Please do not hesitate to contact me if you wish to discuss this letter.  

 

 
 

Lyn McMorran  

EXECUTIVE DIRECTOR  
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Contact the CTG: 
c/o Robyn Walker, Deloitte 
PO Box 1990 
Wellington 6140, New Zealand  
DDI: 04 470 3615 
Email: robwalker@deloitte.co.nz 
 

We note the views in this document are a reflection of the views of 

the Corporate Taxpayers Group and do not necessarily reflect the 

views of individual members. 

 

 

C o r p o r a t e  T a x p a y e r s  G r o u p  
C T G 

1 May 2024 
 
 
Hon Simon Watts 
Minister of Revenue  
Parliament Buildings      

WELLINGTON  

Dear Minister  

The Corporate Taxpayers Group (“the Group”) has been provided a final draft of a letter to you from the Australian 
Securitisation Forum (“ASF”) requesting prioritisation be given to certain remedial amendments to the taxation of 
securitisation transactions. 

The Group is writing to express its support for the ASF’s proposals, which the Group has previously supported in 
submissions to the Finance and Expenditure Committee (on previous tax Bills) in 2021 and 2023. 

The Group’s longstanding support for these proposals recognises that a well-functioning and efficient securitisation 
market plays an important role in the provision of funding to New Zealand businesses.  There is an opportunity for 
targeted remedial amendments to be made to the tax treatment of securitisation transactions, to address 
overreach and unintended consequences in existing provisions, in a way that will lower costs for businesses (and 
therefore consumers), while being fiscally neutral.  The broad industry support for the ASF submission 
demonstrates that the costs created by the overreach of existing provisions is real. 

Given the targeted nature of the proposals, the Group considers they can, and should, be implemented in the next 
tax Bill.  Not doing so at this time will mean that implementing securitisation transactions continues to be more 
complex and costly than is necessary and when compared to the position in other countries, to the detriment of 
New Zealand businesses and consumers.   

We would be happy to discuss this matter further with you or your officials. 

 
Yours sincerely 

 
 
 
 

John Payne 
For the Corporate Taxpayers Group 
 
CC: David Carrigan, Deputy Commissioner, Policy & Regulatory Stewardship 
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For your information, the members of the Corporate Taxpayers Group include: 

1 AIA New Zealand Limited  26 Meridian Energy Limited 

2 Air New Zealand Limited 27 Methanex New Zealand Limited 

3 Airways Corporation of New Zealand 28 New Zealand Post Limited 

4 ANZ Bank New Zealand Limited 29 New Zealand Superannuation Fund 

5 ASB Bank Limited 30 Oji Fibre Solutions (NZ) Limited 

6 Auckland International Airport Limited  31 OMV New Zealand Limited 

7 Bank of New Zealand  32 One New Zealand Limited 

8 Chorus Limited 33 Pacific Aluminium (New Zealand) Limited 

9 Contact Energy Limited 34 Powerco Limited 

10 Downer New Zealand Limited  35 Resolution Life Australasia Limited 

11 Entain New Zealand Limited 36 SkyCity Entertainment Group Limited 

12 First Gas Limited 37 Sky Network Television Limited 

13 Fisher Funds Limited 38 Spark New Zealand Limited 

14 Fisher & Paykel Appliances Limited 39 Summerset Group Holdings Limited 

15 Fisher & Paykel Healthcare Limited  40 Suncorp New Zealand  

16 Fletcher Building Limited 41 Synlait Milk Limited 

17 FNZ Limited 42 T & G Global Limited 

18 Fonterra Cooperative Group Limited 43 The Todd Corporation Limited 

19 Genesis Energy Limited 44 Watercare Services New Zealand 

20 Heartland Bank  45 Westpac New Zealand Limited  

21 IAG New Zealand Limited 46 WSP 

22 Infratil Limited 47 Xero Limited 

23 Kiwibank Limited  48 Z Energy Limited 

24 Lion Pty Limited 49 ZESPRI International Limited 

25 Mercury NZ Limited    
    
We note the views in this document are a reflection of the views of the Corporate Taxpayers Group and do not 
necessarily reflect the views of individual members.  
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