
All information in this newsletter 
is to the best of the authors’ 
knowledge true and accurate. No 
liability is assumed by the authors, 
or publishers, for any losses suffered 
by any person relying directly or 
indirectly upon this newsletter. It is 
recommended that clients should 
consult a senior representative of 
the firm before acting upon this 
information.
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WE BELIEVE IN CREATING LASTING 
PARTNERSHIPS BETWEEN  OUR TEAM OF 

SPECIALISTS AND OUR CLIENTS, SO WE LEARN 
TO BECOME  VALUED MEMBERS OF YOUR TEAM. 
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31 MARCH HAS JUST PASSED AND FOR 
clients with a standard balance date this 
means the end of the 2015 tax year. There are 
numerous tax and accounting issues to be 
aware of at the end of the tax year. Some of 
these include:

Employee Remuneration
Payments to employees such as salaries, 
bonuses, annual leave or redundancy are only 
deductible in the 2015 tax year if they are 
actually paid within 63 days from balance date 
(i.e. 2 June 2015).

Valuing Stock
Trading stock is required to be valued at 
year-end. Most businesses would use the cost 
of the goods. However, if the market value of 
the stock on hand is lower than the cost of the 
goods, that value may be used instead. The 
value of closing stock does not include GST for 
registered businesses. 

Small businesses with a turnover of less 
than $1.3m, and stock on hand of less than 
$10,000, do not have to value closing stock but 
can make an estimate.

Special Tax Codes
Special tax codes can be a good idea for 
salary and wage earners who receive a large 
tax bill or refund every year. One example 

could be a person who received a large PAYE 
refund every year due to having tax losses to 
carry forwards.

A special tax code essentially allows you to 
claim the benefit of this refund during the year, 
or conversely pay more tax during the year 
rather than receiving a bill at the end.

A special tax code gives you a tailored 
tax rate depending on your personal 
circumstances. You then provide this to 
your employer and they will adjust your tax 
deductions accordingly.

A person needs to reapply for a special tax 
code every year. Please contact us if you think 
a special tax code may be suitable for you and 
we can help you with the application to Inland 
Revenue.

Bad Debts
A taxpayer can claim a deduction for a  
bad debt where the debt is “bad” and it is 
written off in the taxpayer’s accounting system 
before the end of the tax year (i.e. 31 March 
2015).

A debt is “bad” when a reasonably prudent 
commercial person would conclude that there 
is no reasonable likelihood that the debt will 
be paid. In order to support a claim that a 
debt is bad the taxpayer should record all 
attempts that have been made to recover the 
debt and any reasons they believe recovery is 
not reasonably likely.

End of tax year



• ministers of religion
• people working overseas.

Meals and meal allowances are tax exempt 
for employees:
• on work-related travel for up to three 

months
• who attend meetings, training courses 

or conferences as part of their job.

Employers must ensure they tax their 
employees’ accommodation or meals 
correctly. Receiving accommodation or 
meals can affect their employees’ Working 
for Families Tax Credits entitlements, 
child support payments and student loan 
obligations.

Inland Revenue will have an online 
tool on their website from 1 April 2015 in 
order to help employers work out how an 
accommodation or meal related payment 
or reimbursement allowance will be taxed. 
Please contact your BVO partner if you are 
unsure how these rules may apply to you.

Once it has been concluded a debt is bad, 
it must be actually written off in the taxpayer’s 
accounting system. For example, if the taxpay-
er maintained a computerised system the debt 
would be written off by an authorised person 
preparing journal entries writing off the debt 
and entering them into the computer system.

Losses & Subvention Payments 
Losses and subvention payments Loss offsets 
elections must be filed with Inland Revenue 
no later than 31 March. Once approved 
they cannot be reversed.  Previously the 
Inland Revenue required physical subvention 
payments to be made by this date as well. 
However they have recently decided that they 
will accept that subvention payments can be 
made by way of journal entries so long as 
payment obligation is discharged.

Fixed assets 
Fixed asset schedules should be reviewed to 
ensure that they remain up to date. Assets 
may be written off from the asset register, and 
a deduction allowed, provided they meet the 
following criteria: 
• The asset is no longer in use by the 

business; and 
• There is no intention to use the asset in 

the future; and 
• The cost of disposing of the asset is 

greater than its disposal value. 
In addition to this a review of the repairs and 
maintenance account should be done to 
ensure that all purchases recorded have been 
treated correctly. 

Prepaid expenditure 
Certain expenses may have been paid for in 
the current year, but relate in part to the next 
financial year. In certain circumstances you 
are able to claim a deduction in this year’s 
return. Bear in mind though there are some 
limitations, and under the current tax rules 
the extent to which these expenses can be 
claimed is limited.

Charitable donations
Charitable donations are fully deductible up 
to the company’s net income for the year, pro-
vided that they are paid in the financial year.  
So if a donation is planned before the end of 
the year, it may be worth writing the cheque 
sooner rather than later.  On the other hand, 
if you have made a loss for the year, but are ex-
pecting a profit next year, it could be beneficial 
to wait until the new financial year.

Entertainment expenditure
Businesses will need to ensure that entertain-
ment expenditure is analysed to determine if 
the expenditure is 50 percent or 100 percent 
deductible.  A GST adjustment will need to be 
made for entertainment that is only 50 percent 
deductible.

Please contact us if you have any  
end of tax year questions.

End of tax year … continued

Employee accommodation 
& meal-related payments
New rules, effective from 1 April 2015, clarify the tax  
treatment of accommodation and meals you provide  
to employees.

T
he rules also cover allowances 
paid to reimburse employees 
for accommodation and meal 
expenses. Some employers can 

backdate the new rules to 1 January 2011 
for accommodation and 1 April 2011 for 
meals, if they meet certain conditions.

Some of the key changes include:
Accommodation and accommodation 
payments are tax-exempt for employees:
• on out-of-town secondments for up to 

two years;
• on capital projects for up to three 

years;
• who work at multiple workplaces on an 

ongoing basis;
• who attend meetings, training courses 

or conferences as part of their job.

Some employees have longer tax-exempt 
time periods. Specific rules also apply to:
• people working on Canterbury 

earthquake recovery projects
• New Zealand Defence Force personnel



W
hat are you about to do? Is it 
a completely new venture or 
something similar to what you 
are doing now? Who are you 

going to do it with? How long are you going to 
do it for? Do you plan to exit and how? What 
is your propensity for financial and commercial 
risk? Where is the financing coming from and 
how much? Do you expect to make a loss 
before you make a profit? Will you have sole 
control or will it be shared? How will profits be 
split?

Taking into account some of these 
questions, attributes relating to some basic 
structuring options are provided below to help 
demystify why one option might be better 
suited than another.

SOLE TRADER - without the benefit of limited 
liability protection, it is relatively rare to 
operate as an individual. However, if a business 
is small with little to no commercial risk, this 
might be a viable option.

Profits and losses are included in the 
person’s tax return. This could be beneficial 
during start-up if losses are incurred because 
they will be offset against any other income.

Business structuring
Whether you are starting a new business or looking at 
expanding your existing business, deciding on the commercial 
structure to adopt can seem daunting and the help of an 
advisor is likely to be sought. Irrespective of that help, the 
final decision will be made by you – based on your answers  
to the following types of questions.

COMPANY - a company is a separate 
legal entity and provides limited liability to 
shareholders, subject to personal (or other) 
guarantees to company creditors. Companies 
are taxed at the company rate of 28%, which 
is less than the top personal tax rate and the 
trustee rate (33%). This provides a timing 
advantage, as the 33% rate won’t apply 
until the company distributes its profits to 
its shareholders. However, capital gains can 
be trapped in a company because they are 
generally only able to be distributed tax free 
by liquidating the company.

If a company incurs a tax loss, it can only 
be carried forward or transferred to another 
company (subject to meeting criteria).

This is the most common structure used by 
New Zealand businesses. For this reason, they 
are well understood and easy to setup.

PARTNERSHIP - a partnership arises where 
two parties carry on a business in common 
with a view to profit. Historically, partnerships 
were more common, for example doctors, 
lawyers, and ‘husband and wife farmers’ would 
generally operate in partnership.

A key downside of partnerships is that the 

partners are jointly and severally liable for the 
debts of the partnership. Hence, partnerships 
are typically only used in specific situations.

For GST purposes, the partnership is 
treated as a separate person, but for income 
tax purposes the assets, liabilities, income and 
expenses are attributed to the partner. These 
rules can be complex.

LIMITED PARTNERSHIP (LP) - originally 
introduced to assist foreign investors wishing 
to invest in NZ ventures, they generally 
provide the benefit of tax transparency (as 
they are taxed as a partnership) combined with 
limited liability protection. LP’s are generally 
only used in quite specific situations, such as 
land developments.

TRUST - trusts can be flexible as income 
distributions are decided by the trustees. But 
their formation and governance are prescribed 
by a trust deed, which can lead to problems 
and disputes from a legal perspective. Trustees 
may be liable for the debts of the trust.

LOOK THROUGH COMPANY (LTC) - LTC’s 
provide the benefit of tax transparency with 
limited liability protection. This enables 
losses (but also profits) to be included in the 
shareholder’s tax returns and offset against 
other income. However, they are defined as 
partnerships for tax purposes and subject to 
relatively complex LTC legislation, which can 
lead to compliance costs.

If you’re looking at starting a new business 
enterprise, please get in touch with us so we 
can help plan the best business structure for 
you.
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All information in this newsletter is to the best of the authors’ knowledge true and accurate. No liability is assumed by the authors, or publishers, 
for any losses suffered by any person relying directly or indirectly upon this newsletter. It is recommended that clients should consult a senior 
representative of the firm before acting upon this information.

Staff News
 
This month we have said farewell to Nick 
Beresford from our tax team. Nick and his 
fiancée Alice are moving to London to pursue 
job opportunities. Nick will be working at a 
central London tax advisory firm.

We wish Nick all the very best for his future and travel adventures, and 
thank him for his contribution to the firm.

NEWS BRIEFS

IR Pursuing 
Overseas Debt
 
When some individuals move overseas 
they stop fulfilling their NZ tax obligations 
(e.g. student loans and child support).

In 2012 NZ signed up to The Convention on Mutual Administrative 
Assistance in Tax Matters, however it only came into effect for NZ 
from 1 January 2015. As a result of the agreement, the IRD’s ability to 
find and pursue tax evasion and tax debts internationally has been 
strengthened.

The Agreement provides for administrative assistance in the 
assessment and collection of taxes between tax authorities who have 
signed up to the Convention (currently 84 countries). The IRD can 
now seek assistance from other tax authorities also signed up to the 
convention.  

This reinforces the need for people to be aware of and meet their 
tax obligations irrespective of where they happen to move to.


