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Internationally Successful PLATO™ to Pilot in Auckland

As part of the continued support for Auckland business,
the Ministry of Economic Development, AucklandPlus, and
WHK Gosling Chapman are collaborating to offer Auckland
SME owners an exciting and unique opportunity to access
the internationally successful PLATO™ programme. The
programme will be piloted in Auckland over the course of
the next 2 years, commencing in June/July 2008.

What is PLATO™

Owner Managers wishing to develop their business
invariably face many challenges and uncertainties and
in all cases can benefit greatly from the right type of
assistance and support. This is what PLATO™ offers.
Developed as a business mentoring and peer support
programme, PLATO™ provides SME owner-managers
an opportunity to share their business experiences with
like-minded companies and to leverage the management
experience of leading corporates to collectively overcome
barriers to growth.

The Benefits of PLATO™

« Participants develop a new, more dynamic way of thinking
about their business and their own role within it.

» The overall direction of each group and the content of
each meeting is driven by group members and their
collective needs ensuring relevance and value for all
participants.

* Improves management awareness and effectiveness

« Participants develop a new range of management skills

Auckland Groups

Two distinct PLATO™ network groups will be established
in Auckland; each bringing together 10-12 SME owners
with 2-3 group facilitators from larger businesses
or corporate organisations who will provide training,
mentoring and expert advice via monthly group sessions
and arrange guest speakers to address specific business
issues identified by the group. One group will comprise of
business owners from the ICT sector only and the second
group will comprise of businesses from a cross section
of industries. In addition to 20 monthly training sessions
over 2 years, participants will also have the opportunity
to attend additional networking events and 3 seminars
annually throughout programme.

How do I apply?

If you answer yes to the following questions you are eligible
to apply to participate in the PLATO™ New Zealand pilot:

* Are you the owner-manager of a business with less than
19 full-time employees?

* Has your business been trading for at least 3 years?

» Are you willing to commit time and energy in order to
grow your business?

* Are you willing to share your business experiences and
learn from others?

If you are interested in taking part in this programme
please email Emma Robertson for an application form at:

plato@whkgoslingchapman.com
Applications close shortly.

WHK Business Growth Team short listed for the
Vero Excellence in Business Support Awards in 2008

The WHK Business Growth Team was delighted to be short
listed for the Vero Excellence in Business Support Awards
in 2008, after having won in 2007.

We would like to take this opportunity to congratulate New
Zealand Trade and Enterprise (NZTE) on their victory in
the Government Department category. This win highlights
the work its Business Services Team had done to develop
the highly successful Path to Market programme.

Path to Market helps capable, emerging exporters to
quickly and successfully enter overseas markets. It
bundles a range of NZTE services into a comprehensive
programme, culminating in a market visit around an
industry event so the companies can put what they have
learned into practice.

We would also like to thank NZTE for providing the team
with the opportunity to be involved in the development and
delivery of this programme.
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WHK Group Sharp-As Tax

For your complimentary copy of the WHK Group Sharp-As Tax please email: sharp-astax@whktax.co.nz

& Finance Company Losses

In the past year a number of finance
companies have collapsed leaving investors
significantly out of pocket. We have
received a number of queries regarding
the deductibility of the losses made on the
collapse of those finance companies. The
recent collapse of the Blue Chip property
investments scheme has brought this
issue to the fore front again. These recent
developments have prompted the Inland
Revenue Department (“IRD”) to issue a
press release on whether a taxpayer can
claim any losses incurred as a bad debt.
The IRD’s discussion states that taxpayers
should seek professional advice, but goes
on to discuss the general rules and give
taxpayers the bad news that very little tax
relief is available. The IRD advises that
generally speaking a taxpayer cannot write-
off capital losses, but they may be allowed
to write-off, and claim a deduction for,
interest income that they have accrued and
paid tax on, but have not yet received. The
majority of investors in collapsed finance
companies will be what is known as a “cash
basis holder”. The cash basis holder rules
are a group of concessions to the financial

taxpayer is not required to adopt an accrual
method of accounting. Accordingly, for
most investors they will not be allowed a
deduction as no interest income has been
accrued in the past. Where a taxpayer has
had an investment taxed under the Financial
Arrangement Regime, and that investment
is written off, the taxpayer will perform a
“base price adjustment” which will give a
negative result triggering section DB 9 of
the Income Tax Act 2004 (section DB 11
of the 2007 Act). Section DB 9 (DB 11)
allows a deduction for a negative base price
adjustment to the extent that the taxpayer
has returned income under that financial
arrangementinprioryears.Forthoseunlucky
enough to have made their investment
immediately prior to the collapse of the
finance company in question, no interest
will have been received, and accordingly,
no deduction will be allowed. The rules
a different for taxpayers who hold these
types of investments on revenue account
(i.e. a dealer in financial arrangements).
Taxpayers in these circumstances will be
allowed a deduction if the investment is
written-off under the general permission.
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Points of Interest

The Income Tax Act 2007
generally came into force
from 1 April 2008. It is
no coincidence that this
is April Fool’s Day. As for
the most part, the rewrite
of the Income Tax Act has
been a misguided attempt
at making tax legislation
accessible to the person
on the street. In our view
the inconsistencies and
poor drafting have had
the opposite effect.

Whereincomeisattributed
to under the attribution
rules from a qualifying
company, no imputation
credits arise to the
company. Accordingly, the
risk of double taxation is
removedwhereaqualifying
company is used.
Subsequent dividends will
be exempt to the extent
that the company has no
imputation credits.
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arrangement rules that provide that the

& Appointment of a Liquidator

In the past year there have been a number of cases where the
IRD has challenged the appointment of liquidators on various
grounds. Each of these cases has highlighted the need to
correctly appoint a liquidator to ensure, particularly in the
case of a solvent liquidation to pass capital gains out to the
shareholders, that the liquidation is correctly commenced.
The procedures to be followed are set out on the Companies
Act 1993, however confusion can still arise as to the correct
order of events. We have confirmed with the Registrar of
Companies that the correct order of events is as follows:

» The directors resolve that they will put it to the shareholders
of the company that the company be liquidated.

» The directors obtain the consent of a liquidator to carry out
the liquidation of the company.

» The shareholders pass a resolution appointing
the liquidator.

The fact that the liquidator consents to the appointment as
liquidator before the shareholders actually appoint them as
liquidator often creates confusion as it is a case of the cart
arriving before the horse. One situation where the process

differs is where a creditor has applied to the High Court for an
order to place the company into liquidation. Such a situation
arose in a recent Court case of CIR v Kecamaho Haulage Ltd
(“KHL"). In this case, KHL had not paid GST or income tax in
addition to failing to deduct PAYE and student loan payments
from the salary/wages of its employees. This failure lead the
IRD to serve a statutory demand requiring KHL to pay the total
amount owed. The demands of the IRD failed to motivate a
response from KHL, so the IRD consequently filed proceedings
in the High Court to instigate the liquidation of KHL. The
directors and shareholders of the company need to be aware
that the clock is ticking if they want a liquidator of their own
chosen. In these circumstances a liquidator chosen by the
company needs to be appointed within 10 working days after
service by the creditor. In this case KHL was put on notice of
the liquidation proceedings on 20 February 2008. However,
the shareholders of KHL did not pass a resolution appointing
a liquidator until 18 March 2008, which exceeds the 10
working days requirement. This resulted in their appointment
of a liquidator being invalid. As the applying creditor the IRD
was then free to appoint its own liquidator.

This information is of a general nature only and should not be used as a substitute for detailed professional advice
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