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Supreme Court Decision in Pe

On 24 August 2011 the Supreme Court delivered its decision in
Court upheld the Court of Appeal decision which found in fav
decision may now have a significant i mpact on the arrangemen
revenue from delivering personal services.

The Facts in Penny T&eHd®RDerResponse

Penny & Hooper are orthopedic sur deRdnshaivre Ghersipsotncdhewdr ctho. t hGr i Sguipnraelniey C

the surgeons traded as individual Al erntd ptuhbel i ceatt i oavemnané i gengr ahedr p
each year through their businessesl ommks ataxeaet!|li mstpleeits owWwn amamarsrangem

and the behavior of the persons inv
The surgeon’'s eventually sold their practices to a company structure

in which they became employees of Spheecicfonepaanliyest.heyT eyl |weerxea nei arceh

the sole Director of these companiﬁs.l.ﬁé\dréiylei te}pt(j”retﬁ@agtethd)étddtnbg yas

held by their respective family trusts.
How t he profits of t he bus4 ness

When the Government increased the top"Gatgim&A 1 Whagkhpht dd e righflizgigfdual
to 39% in 2000, the salaries that wdreEepaied the Proeditgobdnd!l hePtobbt
at a significantly | ower | evel thﬁnwﬁélteryerhaﬁhé)ee@m@,qé,nétnigorwhegcéih\ge

practice was in their own names. Phrevbabkanagpobprtinet eq OyMpPragtijeesc ¢ s t
profit was paid out as dividends to Bdﬁseir{@gné'l‘yrdfriutsts.

Whet her there are cE)artlcular non
| RD argued that the arrangements constituted tax avoi ance on the
. S arture fro t hat standard
basis that the fixing of the salar|espat t% arti |ch|allya]ow evel s
in the avoidance of tax. The ensuing I|litigation eventually rested w
the Supreme Court decision in August 2011.
How will this affec
The Supreme Court Decision:
Whil e the | RD have highlighted the
some uncertainty for businesses the
The Supreme Court decision found in favour of thhe I RD argument
Part|cu|a ri'y those structures Wh|ch
t hat the setting of the | ow salary weach year was the part of he

arrangement that was deemed to be Tt ah €a vPol SaiahecSeS, TS i B g\lglydggp?gdent
the taxpayers suffering no actual IPESsSOof@Al ifebmeceputy ddteaibisigess

reducti on in t ax IIablllty as i f twevh@a[yusiness has changed t o a cor
. . ﬂ A |l ack  of documentation to suppo
The Court also confirmed that it no issue with the business
settl f salaries.
structures adopt ed by t he surgeons and tﬁat t he s?ructures

(companies owned by trusts) were “ﬂenAi$lellyallia0vlﬂulwhana G e e nbaurski anbel ses” 0
and there was nothing “unusual or argdifdwealal Busiinnetstse ptraaXpdayerad tleei b

empl oyed by the companies under their control
| f you would | ike to know more abol

advisor .
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ADVANCED FEED

Advanced Feed Solutions (AFS) is a ne

formed in 2010 by two | ocal business

Brad Kelly.

Chrys and Brad have identifying a gap ed

Systems in a farming operation, wher e e
mar ket for a quality feed equipmentiﬁ
engineering skills. Having had a high t
field, Chrys and Brad were in an idea in
and service this type of equipment.
“Farmers in the area had previously been poorly serviced by othe
) ) Chore Time in the United Stat?s
New Zealand suppliers in the market through inconsistent supply
) and service met al_l criteria tha
of product and wunreliable support services” AFS |l ocated an
) AFS imported a container Iodad of
overseas supplier that could not only supply a quality product
) secure a growing |list of client
was also a big enough to meet the demand of our” | ocal needs.
AFS can do alll the in shed work
system, silos, crushers, stainl

L

I'n t

The review would |l ook at probl elmhse telcwtnomace casitsdam atheunCbvern
l'ivestock val uation el ections dadr yt ceowfVvalkids | pegkewi timi 20Q@ hle
application of the rules. year was $100 million in 1| ost t
) herd scheme.
The Herd Scheme valuation method is the method of mo s t
concern to the Government due to farmers ability to switch in
Inland Revenue has released  an
and out of the scheme. I'n theory these rules enabl a farming
) ~some suggested changes to the
business tofreeotherad wsa@&keme gain when | ivestoc )
) ) SWItChI_n? from different val uat
val ues ar e increasing and tax deductible write down _when
) changes presented are intended
values are decreasing. However the practical application of
fairness for all taxpayers and f
these rules are far more compl ex.
The current system allows for afdhend@ueiutsabofe tshe umeéevioawamsengeint
taxpayers as no other business idsaaialpl € otwo dweel uteo at hneajwao | ataislsietty
(trading stock) as a capital asseni manl os.ne yHoawevenrd ttheadi ey i & tWo cwki
another in this same fashion. livestock types.

construction right through to cg¢
work completed by the company | a

company wwiwsadwancedfeedsolution

Mc Cul l och and Partners are proud

Feed Solutions.

vestock-Heddia$aclmeame

he 2011 Budget the Government signaled that a review wouf dtrabxe.


http://www.advancedfeedsolutions.co.nz
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iiom McCulloch Computer Solutions Cifiee
Limited Making IT happen for you

First Managed Services and Now

Mc Cu |

l och Computer Solutions is delighted ittcAsamnumeuSMaevdamedi
suiMe@es t A

s sQunr |l eiBraec k.u p

MCS it AMsmuaged Services

Mc Cul |l och Computer Solutions has for some time now been prowitding
services to cl i eintt/As-sBuamndeegBedt Wiec ML Sbr and. The services offered are f
health, to filling the gaps that typically exist around | T support,

The services are suited to those with a single computer Trhiagnhhtqutehr ou

combination of t he Calll you can eat’ Gol d | evel pl an, and fix
MCS t AsBlamagSeedr vi ces a standout option, and well worth considering i
Prices start from $19 +GST per month for desktops/ |l aptops, and fro

MCS it AGBmsluirree Backup

Mc Cul | och Computer Solutions makes tmewdatod fee¢mge as it can on
MCSi t As-®ofF Bmekup. You don’'t havet hteo che rartexinegtriyPpdi on key. With m
MCSi t As-Mlanag®eér vices client to yboeur adbhea tios g er as it is stored
MCSi t As-®nofF Bmae kup, it’s open to RE®wryeakand |di tyioeus .r e

tired of messing around with the traditional backup options
tapes, DVD’ s, CD’s or even dlskpertltcees (srteamretmberror? h$elsae"?8)0 a+ndGST per
you want to make sure that-s'yberW'c}ataselBs 0sfafelcilras re"’clln fgrom $47.
then MCAs-©nkBmaekup is just what syeoruvenresedvylth 25CB Of storage.

MCSi t As-®nfFr Bme kup is suitable fo-rrO [} UI mgirtepks@lmhieamecN(@JS) or ho
tops, | aptops and servers and WOMI' S'tA han gfgﬁ‘ Mlé ﬁllndCOWSI dant()jenefit
Appl e Mac operating systems. Atbutsheessse’rv&rle?evelcotnrtleacé aRrOeS Cou
addi tional options for handlingcotmf?e %1rorS°|supte'c0nasl|tseeadm Clgl.g) ) 218

requirembl8t Exehgnge, MS SQL, Lotus Notes, etc.

So how does it work? PPN .

The MCGSAs®nofrBmae kup software is

computer which selects, copi es, /MCCUIIOCh i

data before sending it over yol ComPUterSO|Uth,HeS our

backup servers. The backups, w h Making IT happen for you ack

up specific files only or even t hedul ed

to run automatically and to provi ggrsta@tpus ryeports | qd oromatkinew Te

what's happening. contact tMeCulelaonchlmt Computer S
(Located in the same building as

Compression makes the data smaller (averages around 50 %,

but can be as high as 90%) so therne'gs g§é§ &3 trag d 0 b?nﬁleenrtcé‘r”ﬂi
in turn less data to be stored on ppgpneackups sgrngergss7e ENEmart|ion

Disclaimer: This publication has been carefully prepareadpdobubeitehisdbeponwrotpeovidegepeciali er

professional advice after detailed examination of your particulpr




