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LAW FIRM

Asian Client Services GST & Property Development

Knight Coldicutt has specialised in property law for over 50 years. During that time we have
acted for the largest developers and worked on the largest projects in New Zealand. We
have also worked for small developers and on small projects. Quite simply, we understand

property.

GST Over the past few years we have had clients, and know of others, who do not fully understand GST. In the first
instance their project feasibilities do not deduct GST from the sale price to determine a real and correct profit.
Feasibilities show the expenses as being GST exclusive but, for some reason, omit to take GST off the proposed sale
price of each unit. This can have a significant impact on feasibilities. In fact, if a project feasibility is completed correctly
the GST cost to a developer is only the GST component on the profit. For example, on a $1 million sale, $150,000 has
to be accounted for and paid to the IRD - it doesn’t necessarily mean that the GST cost is $150,000. For example, if the
project made a $300,000 profit then one would expect that the only GST cost is the GST on $300,000 profit, which is
$45,000 (15% of $300,000).

Consents Another issue that we encounter is the review of resource consents, land use consents and subdivision
consents before works commence. Clients often do not review these consents and they are not included in either
contractual terms with third parties or title registration. Resultant problems arise.

Vendor Contracts The reputations of some developers are being eroded because of their inability or failure to
perform essential obligations under contracts as vendors. These can amount to not completing a property in accordance
with the specifications as a standard set of specifications have been used in respect of a sale of land and building
package without being checked thoroughly. Or the maintenance obligations in a contract are not being complied with,
either at all or in a timely manner. As a result of these breaches (whether inadvertent or deliberate) some vendor
developers are getting a bad name in the market. Bear in mind that Auckland (and New Zealand) is a very small market
so the word gets out and has a negative impact on future sales.

Security For potential lenders against property, mortgage security is well understood. However, not all migrants are
fully aware of the risks associated with second mortgages. Lenders can also consider other forms of security, such as
General Security Agreement (GSA) supported and by security of sale and purchases (i.e. security over pre-sales), a
registered Personal Property Securities Act charge (PPSR). Loans, guarantees and security documents need to be
thoroughly drafted and reviewed to ensure that they can be fully enforced and everyone is aware of the lending
amounts and terms.

We understand the issues; we understand what funders require; we understand what purchasers want; and we understand
how to draft contracts. We are also aware that good legal advice does not need to cost a huge amount of money. If you are
a new developer, or are new to the country embarking on a development (or even if you have already carried out a number
of developments) we are very willing to spend whatever time it takes to ensure that you comply with your obligations and
assess your projects correctly.

Please contact Lin Huang at Knight Coldicutt Limited, phone 09 306 1129, email lin@kclaw.co.nz for further information.
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