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More sales from existing customers

· Keep in touch. We’ve said this before. Don’t let customers slip away because they think you are not interested in them. Use emails, but get your customers to agree to receive your emails. Many marketing firms send out ezines (email magazines). Customers are most likely to be happy to get your emails – and to read them – if there’s a benefit for them, such as good tips. Be regular with your emails or you’ll soon stop sending them.

· Sell more to your existing customers by being better at getting those add-on (also called companion) sales. Get the value of the average sale up. Be careful how you do this. A waitress who asks, “I can’t tempt anyone to a dessert?” is inviting a “no” answer because it is negative. Restaurants are perhaps the worst businesses for throwing away potential sales. Never ask a question, when you are selling, which could invite a “no” answer. The first sale pays for the business overheads. The second and following sales have all the profit in them. You must get as many of them as you can. Train your staff. Find out what each team member is achieving and tell them, regularly, how they are going. As they improve, praise them. One retailer client raised his sales by a massive 20 per cent within one year by doing this.

· Sell more frequently to your existing customers. Get them into your shop more often. When you have a sale, let your good customers have the privilege of getting first look before allowing everyone in.

· Get referrals from your existing customers. It’s OK to ask for referrals and using emails makes it easy– see first bullet point.
Measure all these and manage them. Let your staff know “how we’re doing” regularly.

TAX CALENDAR

April 7
2008 Terminal Tax (March balance date)
May 7
3rd Instalment 2009 Provisional Tax 

(March balance date)
GST for March 2009
May 28
1st Instalment 2009 Provisional Tax
(December balance date)
GST April 2009
Controlling your debtors

DEBTORS turnover is the number of times credit sales turn over in a year. 

If your average debtors were $10,000 and your total credit sales for a year amount to $40,000, then your debtors turnover is four times a year. It is similar to stock turnover.

Since there are 365 days in a year, the “Age of Debtors” in this example is a quarter of 365 = say 91 days. Monitor your Age of Debtors and set a target.

Accountants also classify debts into one month, two months etc. We call this an Aged Debtors Analysis.

A joiner we know not only gets as big a deposit as he can on every job (he’s prepared to negotiate), but also insists on payment immediately the joinery is installed. He reminds the customer a day or two in advance to have a cheque available. His business is thriving and still growing rapidly.

In another case, an auditor was checking the financial statements of a client and studied the Aged Debtors Analysis. He found a high proportion of old debts at year end. The client admitted many of these were bad and needed to be written off. A good profit suddenly became a poor result. 

Do you have any bad debts? Write them off before year end so you don’t pay tax on them.

Money owing to you is not money in the bank. Give priority to controlling your debtors.

If the figure is too high, do something about it, now.

Controlling your debtors will become increasingly important if the economy gets worse. If a debtor is shaky, the first person to get tough usually has the best chance of being paid. 

If your problem is with a company, you can threaten to get it wound up. This can be very effective. If you want this procedure clarified, call us. Measure your debtors and manage them.

How’s 2009 shaping up?
IF YOU pay provisional tax, you are entitled to reduce your payments if you believe your income will be lower. 
However, misjudging your estimate of the tax will cost you IRD interest at 14.24% to 28 February 2009 and 9.73% from 1st March a year on the shortfall of each provisional tax payment. 
IRD needs to be informed by the last provisional tax payment date, if you wish to estimate your tax. For 31 March balances this is 7 May 2009. Please check with us if you think you need to estimate your provisional tax.

Keep your bank on side
AS THE economy gets more difficult, banks will become more risk-averse. What can you do to keep the bank happy? You can provide the information the bank wants, on time. If your bank wants to see your financial statements early in the year, contact us now so we can allocate time for your accounts. We will work out a plan with you of what we need and when we need it. 
Independent Earner Rebate
A NEW tax rebate has arrived. It is for middle income earners who do not get any form of government assistance. 
From 1 April 2009, the Independent Earner Rebate will be $520 per year. Anyone with an income in the range $24,000 to $48,000 will qualify so long as they are not receiving any State assistance, including New Zealand Superannuation and are not entitled to receive Working for Families (WFF). 
Their relationship partner must also not be entitled to WFF, but can get the other forms of State assistance including New Zealand Superannuation.
The rebate starts to abate from $44,000 at 13 cents in the dollar and disappears at $48,000.
The rebate will increase to $780 from 1 April 2010.
You might be getting State assistance or be entitled to WFF for part of the year. The rebate is available for every complete month in which you qualify for it.
Can’t pay tax on time?
IF YOU cannot pay your tax on time, you can arrange for payment in instalments. Set up these arrangements with the IRD before the due date for tax. Note the following:
It is better to consult us before approaching the IRD. We will aim to get an arrangement we feel you can live with.
Use of Money Interest will be charged. At the time of writing, the rate was 14.24% to 28/2/09 & 9.73% from 1/3/09
A special arrangement to pay tax is not ongoing. It is specific to the instalment you have been unable to pay. Some clients think, so long as they keep paying the instalments, everything will be OK. This is not the case. The IRD will charge you penalties if you fail to pay on time, taxes which are not subject to the arrangement.
Never renege on your agreement. If you can’t stick to it, consult us and we may be able to vary the arrangement.
For larger provisional tax debts, we can put you in touch with a firm which provides medium term loans so your tax is paid on time. 
The interest you will have to pay is significantly less than you would pay IRD.
Help us to help you with annual accounts

WHEN we prepare your annual accounts, two things contribute to the cost – too little information, and too much information.

Too little information

Each time we need to ask for more information, we put the file aside while you look. This adds to the cost of the job. Ideally, we would like to work straight through your assignment and finish it in one session. 

This is seldom possible. However, the fewer questions and quicker your response, the more efficiently we can complete our work.

Too much information

A few clients try giving us everything. This often means a time-consuming search through the papers for what we need. When we cannot find what we are looking for, we will often have another look, just in case, before contacting you.

What to do

Provide all the information requested in our questionnaire and no more. Reduce next year’s queries by keeping a note of our requests for more information, which you can refer to.

Traps in overseas bank accounts 
IF, AS an individual, you have money invested in overseas loans and bank accounts, you are permitted to include only the interest received to balance date, provided the sum of all your investments falls below some defined limits (however, Companies and Trusts are treated in a different manner).
One of these is calculated from a comparison of the opening cost or value of the investment and its worth now.

For example, you might have put $US100,000 into a US bank account on 31 March 2008. 

At that time the exchange rate for $US was about NZ 80 cents. Your US bank account was worth about $NZ125,000. If the NZ dollar falls at 31 March 2009 to an equivalent of, say, NZ55 cents, the $US100,000 is now worth $NZ181,818.  Deduct the original $125,000 and you will find you have a gain of $56,818.

You are only allowed to ignore currency fluctuations plus earned but unpaid interest, so long as the total of all “financial arrangements” (bank accounts and similar anywhere in the world) do not have gains exceeding $40,000. 

In the example given, your currency profit alone would push you over the threshold.

If you could be caught by this, you might need to pay extra provisional tax now to minimise Use of Money Interest payments to IRD.

You could also be caught if you had a lot of interest, earned but not yet paid, on your New Zealand investments because these have to be added in for the purposes of deciding if the $40,000 threshold has been exceeded.

Business Plans – Why Bother?
Why bother with a business plan?  If you were going to go on a long trip, wouldn’t you need a map?  Business plans for business people are like maps for tourists.  If you don’t have a plan, and you happen to reach your destination, it will be more luck then good judgement!
Business planning is simply identifying where you are now, what your goals are and how you are going to achieve them.  The key commitment is writing it down.  Planning asks you to look at future developments, consider the services you offer your customers.  Get staff and other key people to have their input so that they ‘own the ideas’.  Planning encourages clear communication within the business.  The whole business should be reviewed on at least an annual basis.  Fine-tuning and updates should be made every six months. 
Undoubtedly one day you will want to sell your business and you will want to get the best possible price for it.  A good business plan will promote your business to a third party audience, particularly a potential investor or financier. Business planning forces you to consider the risks involved in the particular business operation that you are involved in.  ‘What would happen if…?’ is a very good question to pose to your team on a number of issues so that you can determine appropriate strategies that are then documented to be utilised as that particular event materialises.  Various studies have indicated that businesses that develop a written business plan have a greater chance of surviving than those that do not. 

Business plans will assist the owner/manager in running the business by incorporating performance benchmarks that have been analysed and agreed to in the business planning process.  These can be regularly measured and then action taken to determine reasons for variants from the targeted figure.

If your measurements vary from your benchmarks, you can analyse the reasons and take action accordingly.
Please call us to find out
	Sales
	$427,400
	

	Gross Profit 52%
	
	$222,250

	Less fixed costs
	$195,750
	

	Less variable costs
	$  26,500
	$222,250

	Profit/Loss Breakeven
	
	NIL


Knowing ‘Breakeven’ Helps

Do you know what the breakeven figure is for various operations being conducted in your business?

‘Breakeven’ sales are the level of sales necessary to cover all fixed and variable expenses.  This gives the point of no profit or loss.  

 A fixed expense is an expense that does not vary relative to production or turnover within reasonable production or sales levels.  Rent would normally be considered to be a fixed expense and would not vary until such time as it was necessary to obtain larger premises.  Management salaries would also normally be considered as a fixed expense.  Some staff salaries would also be considered fixed expenses, but in the main, staff salaries that relate to production or sales would normally be termed a variable expense because variable costs normally move directly in relation to increases in production or sales by the business.  

You also need to know the gross profit percentage for that particular operation within the business.  

 To determine your breakeven for a particular operation within your business, prepare a list of the fixed expenses relating to the business or to that activity and then prepare a list of the variable expenses that relate to that activity and add the two totals together.  

For example, If the fixed costs were $195,750 and the variable costs were $26,500 the total would be $222,250.  If the business was achieving a gross profit of 52%, then the calculation of the breakeven sales would be as follows:

Management should be aware of the breakeven sales figures for their business or individual operations so as to assist in the strategies being prepared for the business or individual business operation.
	Total of fixed and variable costs Divided by gross profit %
	x Multiplied by 100/1
	= Equals breakeven sales

	e.g. $222,250  52 x (100  1) = $427,400


TAX CHANGES

Provisional tax changes

The current standard method provisional tax uplift baselines have been reduced from 105% or 110% to 100% or 105%, or to 90% and 95% for transitional provisional taxpayers (based on residual income tax).

The provisional tax use of money interest (UOMI) safe harbour threshold has been increased from $35,000 to $50,000 (based on annual residual income tax).

GST changes

The threshold for compulsory GST registration has increased from $40,000 to $60,000. This means that if a taxpayer's annual turnover is under $60,000 they no longer need to be registered for GST.

The threshold for filing six-monthly GST returns has increased from $250,000 to $500,000. Taxpayers who currently file and pay GST monthly or two-monthly, and their annual taxable supplies are under $500,000, are now eligible to change to filing and paying GST six-monthly.

The threshold to use the payments basis to account for GST has increased from $1.3 million to $2 million. A taxpayer with taxable supplies less than $2 million can now apply to use the payments basis to account for GST.

FBT changes

The FBT annual return filing threshold has increased from $100,000 to $500,000 (based on annual PAYE deductions). Taxpayers who file and pay FBT quarterly and their gross PAYE, including employer superannuation contribution tax (ESCT), is less than $500,000, can now apply to do this annually.

Owner-employees of closely held businesses may file FBT returns annually, regardless of their annual PAYE and ESCT deductions, when their FBT liability is limited to up to two vehicles.

The value of minor unclassified fringe benefits (for example, minor gifts such as chocolates and flowers) provided to employees without attracting FBT has increased to $300 per quarter per employee and $22,500 a year per employer.

PAYE changes

The threshold for paying PAYE once a month has increased from $100,000 to $500,000 (based on annual PAYE and ESCT deductions).

Legal expenditure deductions

Taxpayers who incur business-related legal expenditure can immediately deduct up to $10,000 per year in the year it was incurred without having to distinguish between revenue or capital.

Personal tax cuts

Reductions to personal tax rates and thresholds will be phased in over the next three years, starting on 1 April 2009. The new rates apply to all individuals, including employees who make PAYE payments directly to the Inland Revenue Department and individuals who file IR 3 tax returns. The new rates and thresholds from 1 April 2009 are as follows:

Income to $14,000 
12.5% 

$14,000 – $48,000 
21.0% 

$48,001 – $70,000 
33.0% 

$70,001 and over 
38.0% 

Fringe benefit tax

Currently employers have the option of applying the multi-rate tax rate or using a flat rate of 64%. From 1 April 2009 the flat rate changes from 64% to 61%.

Extra pays

Lump sum payments made to employees are known as extra pays. Tax on extra pays is currently withheld at 21%, 33% and 39%, depending on the employee's annualised income. These rates and thresholds are changing. From the first pay period that ends on or after 1 April 2009 the new rates and thresholds are as follows:

Total income to $48,000 
21% 

$48,001 – $70,000 

33% 

$70,001 and over 

38% 

Employer superannuation contribution tax

From 1 April 2009, the rates and thresholds for employer superannuation contribution tax (ESCT) will change. The new rates and threshold amounts must be used to determine how much tax to withhold on employer superannuation contributions. From 1 April 2009 to 31 March 2010, the rates and thresholds for ESCT are as follows:

$0 – $16,800 0.125 

$16,801 – $57,600 0.210 

$57,601 upward 0.330 

Kiwisaver
Changes to KiwiSaver from 1 April 2009 include a reduced employee contribution rate of 2%, capping of compulsory employer contributions at 2%, and discontinuing the employer tax credit and fee subsidy.
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