THE COOK ISLANDS SMALL BUSINESS HANDBOOK 
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1. Why go in to business?

People go in to business for different reasons. For some it is all about starting something from scratch and earning a good income. Others are motivated by the idea of creating jobs for their family and contributing to the community. You will need to ask your self some hard questions about why you want to start a business and assess the risks. Some of the issues you may need to consider are:

· the lack of security that a job would provide

· uncertainty

· long hours

· managing your time

· managing paperwork, tax payments etc.

However being in business can be very rewarding, allowing you to be your own boss and work your own hours and unlimited income determined only by your efforts.  

2. The basics of business

2.1 Types of legal structures

The following are the three main types of legal structures that you will need to consider for your business: 

1. Sole Trader: As a sole trader you are your own boss. All profits and losses from your business are solely your responsibility. Your tax is paid at the personal rate and you are personally liable for any debts owed by the business.

2. Partnership: In a partnership two or more people in a partnership will share the profits, losses and risks. Your skills, money and risks are shared.

3. Company: A company is a legal structure that is separate from you as a sole trader or partnership. Your business and its profits, losses and risks are kept separate from you personally so any losses can’t be offset against you. As a director of a company you manage the company’s business. Tax is charged at the company rate. 

2.2 Setting up a company

If you intend to set up a company there are a number of steps that you will need to follow. Your lawyer or legal representative will be able to incorporate your company and have it filed with the Company Registry office at the Ministry of Justice. These are as follows:


1. Apply for approval of name  
$20 fee (subject to change)

2. Incorporate company

$110 fee (subject to change)
Other documents will also need to be filed with the Company Registry office. These are:

· Declaration of compliance

· Memorandum of Association

· Articles of Association

· Registration of registered office

· Particulars of directors and secretaries

An annual return will need to be completed by the company each year before July1st for a fee of $30. This is payable at the Ministry of Justice.

Refer to:

Ministry of Justice, PO Box 11, Avarua

Email: offices@justice.gov.ck
Ph 29 410, Fax 29 610, 

2.3 Staff

Labour costs may be the largest expense for any small business. Some issues to consider in hiring staff include:

· Knowing your rights as an employer

· Minimum hourly rates or appropriate salaries

· Job descriptions and employment contracts

· Regulations concerning the hiring of staff such as overtime and working on public holidays 

· Hiring and keeping good staff  

· Motivating staff to perform

Refer to: 

Labour division, 

Ministry of Internal Affairs, Tupapa. 

Email: accounts@intaff.gov.ck

Ph 29 370, Fax 23 608

3. Financial Planning 

3.1 Capital

In most cases capital is required for the establishment of a business. Most banks that lend for businesses purposes expect to provide finance towards the set up cost of a business in addition to capital that is invested by the business owner. The level of capital should be enough to fund any fluctuations in cash flow.

3.2 Cash flow

Cash flow or the level of income coming in to a business must be enough to cover all costs of that business and more importantly make a profit. Good cash flow ensures that a business has sufficient cash to cover its costs even when payment has yet to be received (particularly if you operate on credit).  

3.3 Sales Forecasts

A forecast of your sales is a good planning tool to give you guidance on expected sales over a given time. Keeping a good record of your sales can help you compare sales from week to week and month to month. This will allow you to have better accuracy in your forecasts.    

3.4 Operating costs & variable costs

Operating costs are generally fixed costs over a month and include rent, power, insurance, interest etc. Variable costs on the hand may change over a month. These include staff wages, materials, stationery etc

3.5 Break even point

The break even point is the point where your sales cover your total costs. A loss is made when sales are below the break event point and a profit is made when sales are over the break even point. 

3.6 Debtors & Creditors

A business must keep a record of money owed (debtors) and money owing (creditors). Keep a track of your debtors (especially if sales are made through credit). At the same time a business must ensure it can service purchases made by the business to ensure continual supply.

3.7 Good record keeping

Good record keeping is a must. Keep track of all business records including the following:

· Bank statements: monitor business activities of your bank account over time 

· Invoices issued: this refers to money owed to you 

· Invoices received: this refers to money you owe to creditors 

· Cheque books & cheque butts: provides tracking of cheques issued 

· Receipt book

· Petty cash book

4. Tax matters

4.1 Value Added Tax (VAT)

Value added tax (VAT) is a tax charged to the customer at 15% and payable to Government. It is known as a tax on spending or VAT on sales. If your turnover exceeds $40,000 or you expect it to exceed that amount then you must register for VAT with Revenue Management (RMD). 

VAT is only charged on taxable activities.  A number of activities are not taxable activities.  These include:

· Salaries and wages,

· Hobby activities,

· Private sales of personal or domestic items, and 


· Exempt supplies
VAT on purchases is where you claim back the VAT on expenditure. 
All VAT is payable by the 20th of the month following the taxable period.   


4.2 PAYE Tax

PAYE tax is a tax that you must deduct from the wages and salaries that you pay to your staff. The PAYE tables outline the PAYE rates to be deducted from wages. A sample of the PAYE table is illustrated in page 6.The PAYE returns are combined with the VAT returns payable on the 20th of the month following the taxable period.  

Individual income tax rates are as follows:

0 – $11,000

Exempt

$11,001 - $30,000
18.5%

$30,001 - $80,000
27.5%

$80,001 & above
30%

Refer to:

Revenue Management

Ministry of Finance & Economic Management

Avarua

Ph 29 365 Fax 29 465

Website: www.mfem.gov.ck

4.3 Sample of PAYE table
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	1
	0
	0.20
	99
	0
	19.80
	197
	16.56
	39.40
	295
	41.06
	59.00
	393
	65.56
	78.60
	491
	90.06
	98.20
	589
	115.16
	117.80

	2
	0
	0.40
	100
	0
	20.00
	198
	16.81
	39.60
	296
	41.31
	59.20
	394
	65.81
	78.80
	492
	90.31
	98.40
	590
	115.46
	118.00

	3
	0
	0.60
	101
	0
	20.20
	199
	17.06
	39.80
	297
	41.56
	59.40
	395
	66.06
	79.00
	493
	90.56
	98.60
	591
	115.76
	118.20

	4
	0
	0.80
	102
	0
	20.40
	200
	17.31
	40.00
	298
	41.81
	59.60
	396
	66.31
	79.20
	494
	90.81
	98.80
	592
	116.06
	118.40

	5
	0
	1.00
	103
	0
	20.60
	201
	17.56
	40.20
	299
	42.06
	59.80
	397
	66.56
	79.40
	495
	91.06
	99.00
	593
	116.36
	118.60

	6
	0
	1.20
	104
	0
	20.80
	202
	17.81
	40.40
	300
	42.31
	60.00
	398
	66.81
	79.60
	496
	91.31
	99.20
	594
	116.66
	118.80

	7
	0
	1.40
	105
	0
	21.00
	203
	18.06
	40.60
	301
	42.56
	60.20
	399
	67.06
	79.80
	497
	91.56
	99.40
	595
	116.96
	119.00

	8
	0
	1.60
	106
	0
	21.20
	204
	18.31
	40.80
	302
	42.81
	60.40
	400
	67.31
	80.00
	498
	91.81
	99.60
	596
	117.26
	119.20

	9
	0
	1.80
	107
	0
	21.40
	205
	18.56
	41.00
	303
	43.06
	60.60
	401
	67.56
	80.20
	499
	92.06
	99.80
	597
	117.56
	119.40

	10
	0
	2.00
	108
	0
	21.60
	206
	18.81
	41.20
	304
	43.31
	60.80
	402
	67.81
	80.40
	500
	92.31
	100.00
	598
	117.86
	119.60

	11
	0
	2.20
	109
	0
	21.80
	207
	19.06
	41.40
	305
	43.56
	61.00
	403
	68.06
	80.60
	501
	92.56
	100.20
	599
	118.16
	119.80

	12
	0
	2.40
	110
	0
	22.00
	208
	19.31
	41.60
	306
	43.81
	61.20
	404
	68.31
	80.80
	502
	92.81
	100.40
	600
	118.46
	120.00

	13
	0
	2.60
	111
	0
	22.20
	209
	19.56
	41.80
	307
	44.06
	61.40
	405
	68.56
	81.00
	503
	93.06
	100.60
	601
	118.76
	120.20

	14
	0
	2.80
	112
	0
	22.40
	210
	19.81
	42.00
	308
	44.31
	61.60
	406
	68.81
	81.20
	504
	93.31
	100.80
	602
	119.06
	120.40

	15
	0
	3.00
	113
	0
	22.60
	211
	20.06
	42.20
	309
	44.56
	61.80
	407
	69.06
	81.40
	505
	93.56
	101.00
	603
	119.36
	120.60

	16
	0
	3.20
	114
	0
	22.80
	212
	20.31
	42.40
	310
	44.81
	62.00
	408
	69.31
	81.60
	506
	93.81
	101.20
	604
	119.66
	120.80

	17
	0
	3.40
	115
	0
	23.00
	213
	20.56
	42.60
	311
	45.06
	62.20
	409
	69.56
	81.80
	507
	94.06
	101.40
	605
	119.96
	121.00

	18
	0
	3.60
	116
	0.12
	23.20
	214
	20.81
	42.80
	312
	45.31
	62.40
	410
	69.81
	82.00
	508
	94.31
	101.60
	606
	120.26
	121.20

	19
	0
	3.80
	117
	0.32
	23.40
	215
	21.06
	43.00
	313
	45.56
	62.60
	411
	70.06
	82.20
	509
	94.56
	101.80
	607
	120.56
	121.40

	20
	0
	4.00
	118
	0.52
	23.60
	216
	21.31
	43.20
	314
	45.81
	62.80
	412
	70.31
	82.40
	510
	94.81
	102.00
	608
	120.86
	121.60

	21
	0
	4.20
	119
	0.72
	23.80
	217
	21.56
	43.40
	315
	46.06
	63.00
	413
	70.56
	82.60
	511
	95.06
	102.20
	609
	121.16
	121.80

	22
	0
	4.40
	120
	0.92
	24.00
	218
	21.81
	43.60
	316
	46.31
	63.20
	414
	70.81
	82.80
	512
	95.31
	102.40
	610
	121.46
	122.00


5. Business Plan

5.1 Components of a business plan

A good business plan will show what the goals are for your business and how you expect to achieve those goals. This means identifying your market and the financial and management parts of your business. A business plan must also be flexible enough to anticipate some likely changes and take advantage of any opportunities presented.  

A business plan includes the following areas:

· Executive summary (a concise summary of the main points of the business plan) 

· Management background (Your experience, skills, share holding)

· Marketing Plan (Size of market, target market, competition, SWOT analysis)

· Operational Plan (what components are required to deliver your product such as machinery, inventory, production)   

· Financial Plan (Cash flow projections, Sales, Stock, Costing/ Pricing, Fixed & variable costs)

· Action Plan (Who & how the business will achieve its goals) 

Refer to:

Business Development Division
Business Trade Investment Board (BTIB)

Avarua

Ph 24 296 Fax 24 298

Email: info@btib.gov.ck
5.2 Bank loan requirements

The three banks in the Cook Islands offer varying rates for business loans so it would pay to shop around for the best deal. The goal in obtaining a business loan is to convince your loans officer that your proposal is sound, well researched and you have the skills and financial acumen to manage the business well and service the loan. See each bank for detailed information on their requirements. 

ANZ

Avarua

Ph 21 750

Fax 21 760

anzcooks@anz.com
Westpac

Avarua

Ph 20 946 or 22 822

westpaccookislands@westpac.co.au
Bank of the Cook Islands (BCI)

Avarua

Ph 29 341

Fax 29 343     

cash@bci.co.ck
6. Service Providers

Accountants

John Tumutoa

J&J Tumutoa Ltd

Parekura

Ph 21 929

tumutoa@oyster.net.ck
Anns Accounting Services
Turangi

Ph 26 534

Lawyers

Charles Little

Charles Little PC

Maraerenga

Ph 21 619

Fax 21 615

clittle@oyster.net.ck
Tim Arnold

Ruatonga

Ph 23 569

Fax 23 568

goloco@steamshed.co.ck
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