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TAX  
CALENDAR 
 
January 
16th PAYE (Large Employers) 

       Provisional Tax - 

      1st Instalment (Jul Balance) 

      2nd Instalment (Mar Balance)                         

 3rd Instalment (Nov Balance) 

     GST (For June-Nov 6 mthly) 

                   & Oct-Nov 2 mthly ) 

20th PAYE (All Employers) 

30th GST (For Jul-Dec 6 mthly) 

                  & Nov-Dec 2 mthly) 

 Provisional Tax - 

     1st Instalment (Aug Balance) 

 2nd Instalment (Apr Balance)

 3rd Instalment (Dec Balance) 

 

 

February 
6th    PAYE (Large Employers) 

20th  PAYE (All Employers) 

28th GST (For Dec-Jan mthly) 

 Provisional Tax - 

 1st Instalment (Sep Balance) 

 2nd Instalment (May Balance) 

 3rd Instalment (Jan Balance) 

 

 

March 
5th   PAYE (Large Employers) 

21st PAYE (All Employers) 

28th GST (For Jan-Feb 6 mthly) 

 Provisional Tax - 

 1st Instalment (Oct Balance) 

 2nd Instalment (Jun Balance) 

 3rd Instalment (Feb Balance) 

McCulloch & Partners News 
 

November  
 
2011 

 
 òSuccess builds Successó 

The Abolition of Gift Duty - Tread with Caution  

 

McCulloch & Partners and McCulloch Computer Solutions Invercargill Office will close for the 

Christmas break on Friday 23 December 2011 at 12.00 pm and re-open on Wednesday 18 

January 2012.  McCulloch & Partners Queenstown office will be closed for the Christmas break 

from 12.00 pm on Friday 23 December 2010 and re-open on Monday 16 January 2012. 

From 1 October 2011 a gift that is made to a trust will no longer be subject to a gift 
duty tax. This will mean that an acknowledged debt owed to an individual by a trust 
could now be gifted in full without having a tax imposed on the transaction. 
  
However, before a decision is made to fully divest this asset, you need to consider 

the reasons and consequences for doing so. Some of these reasons may include: 

1. Asset Protection 
 

Once the assets are divested away from    

individuals they are (generally) protected from 

being subject to a creditors claim in a situation 

of business failure. If asset protection is the 

only, or predominant, reason for transferring 

assets then a large one-off gift may be the 

correct option. 

2. Succession Planning 
 

Assets divested in to a Trust will not form part 

of a persons Estate on their death. With this in 

mind, fully divesting yourself of your assets to a 

Trust may be advantageous as the assets held 

in the Trust will not be subject to a claim 

against your Will. 

3. Relationship Property (Matrimonial Property) 
 

Gifting an asset to a Trust will not necessarily protect 

that asset from being considered matrimonial property 

if a marriage dissolves. We suggest that you consult 

with a lawyer if you have assets which you want to 

protect as ‘separate property’. 

 

 

4. Government Assistance 
 

There have always been strict rules around divesting 

yourself of assets to qualify for government assis-

tance. In many situations the gift will be “clawed back” 

in terms of determining eligibility for government as-

sistance, particularly around Rest Home subsidies, 

Legal Aid and certain Benefits.  

In considering the reasons for divesting your assets to a Trust, you must also consider any reasons for    

maintaining an acknowledged debt with your Trust. Maintaining this debt will enable you to retain some    

control over your divested asset and may enable you to access interest income if it is required in the future.  
 

We suggest that you weigh up the advantages and disadvantages of fully divesting yourself of your wealth to 

the trust and consult your advisor and solicitors to work through the consequences of this decision. 



  Invercargill Office Queenstown Office 

  128 Spey Street, Invercargill 9810 Level 2, 11-17 Church Street, Queenstown 9300 

  PO Box 844, Invercargill 9840 PO Box 64, Queenstown 9348 

  P  (03) 218 6179    F  (03) 218 2238          P  (03) 442 7020   F  (03) 442 7032 

Supreme Court Decision in Penny & Hooper 
 
 

 

On 24 August 2011 the Supreme Court delivered its decision in the case of Penny & Hooper v C of IR (2011). This Supreme 

Court upheld the Court of Appeal decision which found in favour of the Commissioner of Inland Revenue (IRD).  This         

decision may now have a significant impact on the arrangements of entities where an individual taxpayer is earning       

revenue from delivering personal services. 

The Facts in Penny & Hooper: 
 
 

Penny & Hooper are orthopedic surgeons in Christchurch.  Originally 

the surgeons traded as individuals and the net revenue generated 

each year through their businesses was taxed in their own names.  

 

The surgeon’s eventually sold their practices to a company structure 

in which they became employees of the companies.  They were each 

the sole Director of these companies and the entire shareholding was 

held by their respective family trusts.  

 

When the Government increased the top marginal tax rates from 33% 

to 39% in 2000, the salaries that were paid to the surgeons were set 

at a significantly lower level than they had been earning when the 

practice was in their own names.  The balance of the companies 

profit was paid out as dividends to the family trusts. 

 

IRD argued that the arrangements constituted tax avoidance on the 

basis that the fixing of the salaries at the artificially low levels resulted 

in the avoidance of tax.  The ensuing litigation eventually rested with 

the Supreme Court decision in August 2011.  

 

 

 

The Supreme Court Decision:  
 

The Supreme Court decision found in favour of the IRD argument 

that the setting of the low salary each year was the part of the     

arrangement that was deemed to be tax avoidance. This was due to 

the taxpayers suffering no actual loss of income, but obtaining a   

reduction in tax liability as if they had.  

 

The Court also confirmed that it had no issue with the business  

structures adopted by the surgeons and that the structures 

(companies owned by trusts) were “entirely lawful and unremarkable” 

and there was nothing “unusual or artificial” in the taxpayers being 

employed by the companies under their control. 

The IRD Response: 
 
 

IRD have responded to the Supreme Court decision with a Revenue 

Alert publication outlining their position. IRD have stated that they will 

look at all aspects of an arrangement including the documentation 

and the behavior of the persons involved. 

 

Specifically they will examine: 

¶ The reality of the structure and how it operates commercially, 

¶ How the profits of the business have been distributed –        

including whether the individual and their family continue to  

receive the benefit of all profit distributions 

¶ Whether the remuneration received by the individual service 

provider appropriately reflects the individual’s contribution to the 

business profit 

¶ Whether there are particular non tax reasons justifying a     

departure from that standard 

 

 

 

How will this affect you: 

 

While the IRD have highlighted the areas of interest, this does create 

some uncertainty for businesses that operate in a similar structure. 

Particularly those structures which have the following features:  

¶ The business is highly dependent on the physical exertion of 

personal services by the business owner. 

¶ The business has changed to a corporate structure. 

¶ A lack of documentation to support commercial arguments for 

setting of salaries. 

¶ A situation where the business owner still has access to the 

residual business profits after their salary has been allocated. 

 

If you would like to know more about this topic please contact your 

advisor. 



Livestock Valuation - Herd Scheme  
In the 2011 Budget the Government signaled that a review would be undertaken of the rules around the valuation of  livestock for tax. 
The review would look at problems that have arisen around 

livestock valuation elections and the flexibility within the       

application of the rules. 

 

The Herd Scheme valuation method is the method of most  

concern to the Government due to farmers ability to switch in 

and out of the scheme.  In theory these rules enable a farming 

business to record a tax-free herd scheme gain when livestock  

values are increasing and tax deductible write down when   

values are decreasing.  However the practical application of 

these rules are far more complex. 

 

The current system allows for an inequitable situation amongst 

taxpayers as no other business is able to value a major  asset 

(trading stock) as a capital asset in one year and trading stock in 

another in this same fashion. 

The economic cost to the Government was highlighted when 

dairy cow values peaked in 2007/08.  The estimated cost for the 

year was $100 million in lost tax revenue from the use of the 

herd scheme. 

 

Inland Revenue has released an issues paper which offers 

some suggested changes to the regime which will restrict 

switching from different valuation methods.  The suggested 

changes presented are intended to strike a balance between 

fairness for all taxpayers and fairness for farmers. 

 

The focus of the review is centered squarely at the Friesian 

dairy cow due to the volatility of the market values for these 

animals.  However the review will encompass all specified   

livestock types. 

 

 

 

 Advanced Feed Solutions (AFS) is a new company that was 

formed in 2010 by two local businessmen Chrys Kelly and 

Brad Kelly. 

 

Chrys and Brad have identifying a gap in the In Shed Meal Feed 

Systems in a farming operation, where there was a need in the 

market for a quality feed equipment supplier with sound          

engineering skills. Having had a high level of experience in this 

field, Chrys and Brad were in an ideal position to provide, install 

and service this type of equipment. 

 

“Farmers in the area had previously been poorly serviced by other 

New Zealand suppliers in the market through inconsistent supply 

of product and unreliable support services”.  AFS located an   

overseas supplier that could not only supply a quality product but 

was also a big enough to meet the demand of our local needs.  

Chore Time in the United States was selected as their product 

and service met all criteria that AFS had set. On the back of this 

AFS imported a container load of equipment from Chore Time to 

secure a growing list of client sales in the region. 

 

AFS can do all the in shed work for meal feed systems, molasses 

system, silos, crushers, stainless steel trays, from design and 

construction right through to complete installation. Examples of 

work completed by the company last season can be found on the 

company website www.advancedfeedsolutions.co.nz 

 

McCulloch and Partners are proud business partners of Advanced 

Feed Solutions. 

http://www.advancedfeedsolutions.co.nz


Disclaimer: This publication has been carefully prepared, but it has been written in general terms only.  The publication should not be relied upon to provide specific information without also obtaining appropriate 
professional advice after detailed examination of your particular situation. 

First Managed Services and Now Online Backups to the Cloud 
McCulloch Computer Solutions is delighted to announce an important addition to the MCS itAssure Managed Services 
suite, MCS itAssureïOnline Backup. 

MCS itAssure-Managed Services 
 

McCulloch Computer Solutions has for some time now been providing a range of Information Technology (IT) support and management 

services to clients under the MCS itAssure-Managed Services brand. The services offered are flexible and range from, monitoring IT 

health, to filling the gaps that typically exist around IT support, to taking responsibility for managing the IT resources. 

The services are suited to those with a single computer right through to businesses with a network of computers and servers. The unique 

combination of the ‘all you can eat’ Gold level plan, and fixed fees for services at Silver and Bronze levels, makes 

MCS itAssure Managed Services a standout option, and well worth considering if it’s right for you or your business. 

Prices start from $19 +GST per month for desktops/laptops, and from $99 + GST per month for servers. 

MCS itAssure-Online Backup 
 

McCulloch Computer Solutions is now offering 

MCS itAssure-Online Backup. You don’t have to be an existing 

MCS itAssure-Managed Services client to be able to use 

MCS itAssure-Online Backup, it’s open to everyone.  If you’re 

tired of messing around with the traditional backup options – 

tapes, DVD’s, CD’s or even diskettes (remember these?) and 

you want to make sure that your data is safely stored off-site 

then MCS itAssure-Online Backup is just what you need.  

MCS itAssure-Online Backup is suitable for backing up desk-

tops, laptops and servers and works with both MS Windows and 

Apple Mac operating systems. At the server level there are   

additional options for handling the more specialised backup 

requirements e.g. MS Exchange, MS SQL, Lotus Notes, etc. 

So how does it work? 

The MCS itAssure-Online Backup software is installed on each 

computer which selects, copies, compresses and encrypts the 

data before sending it over your internet connection to our  

backup servers.  The backups, which can be configure to back 

up specific files only or even the whole computer, are scheduled 

to run automatically and to provide status reports so you know 

what’s happening. 

Compression makes the data smaller (averages around 50%, 

but can be as high as 90%) so there’s less data to be sent and 

in turn less data to be stored on our backup servers.  Encryption 

makes the data secure as it can only be accessed if you have 

the correct encryption key.  With multiple backup server locations 

your data is safer as it is stored in two geographically separated 

New Zealand cities. 

Prices start from $16.80 + GST per month for desktops/laptops 

with 5GB of storage, and from $47.80 + GST per month for  

servers with 25GB of storage. 

To find out more about MCS itAssure-Online Backup, or how 

MCS itAssure-Managed Services could benefit you or your   

business, please contact Ross Coutts from the McCulloch   

Computer Solutions team on (03) 218 8576.  

For all  your  Information Technology requirements please 

contact the team at McCulloch Computer Solutions Ltd. 

(Located  in  the same building as McCulloch & Partners.) 

128 Spey Street, Invercargill  9810 

Phone:  03 218 8576, Email:  mcs@mcp.co.nz 


