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Reminder: New tax thresholds introduced

INLAND REVENUE has introduced new tax thresholds. Below are some of the important ones to be aware of.

The PAYE threshold for compulsory bi-monthly returns is now $500,000.
The threshold for annual Fringe Benefits Tax returns and the allowances for minor other benefits has increased to $300 per quarter per employee and $22,500 a year per employer.
You can have a deduction for legal costs of a capital nature. This does not mean all non-deductible legal costs are now deductible. For example, the costs of forming a company will remain non tax deductible as will any private costs.

The Use of Money Interest limit for individuals has gone up from $35,000 of tax to $50,000. This will help some of our clients. However, the $2,500 threshold for companies and trusts has not been changed.

You can do your GST returns six-monthly if your total annual sales do not exceed $500,000. Be careful if you are a company and want to change. Tax will be payable on 28 October and 7 May each year. If you want to transfer tax payments from the company to yourself, the payments will be late. This is because, as an individual, you will pay tax on 28 August etc. A 28 October payment is therefore two months late.

The provisional tax uplift has been reduced. In future, when we have completed your annual accounts, you will pay the same amount of provisional tax as your tax liability for the previous year. Put simply, there will no longer be an extra 5 per cent. However, if your income rises in the ensuing year, you could still be caught for Use of Money Interest by exceeding a UOMI threshold. 

The GST registration threshold has gone up to $60,000. You may deregister for GST if you are below this figure. However, if most of your customers are paying GST, you could be better to stay registered so you can continue to claim GST paid on your expenses
UOMI rates dropped to 8.91% for underpayment and 1.82% for overpayment.

Directorship a serious matter

COMPANY directors can be sued personally if they have not taken care when the company is borrowing money. 
They need to know, at the time they borrow, they could repay the debt, according to the arrangement made. For example, a builder has just had a major customer fail and there is considerable doubt whether he will be paid. If his own business is now shaky and he orders some more materials on credit, he could be personally responsible for the debt. 

Company law requires him to know, at the time of placing the order, the goods can be paid for when payment is due and the assets of his business exceed the liabilities. This determines whether his business is solvent. 

In the event of trouble, the director could be asked to show why he believed his company was solvent at the time the order was placed. 

Don’t let one customer dominate

your business
THESE are typical comments from bigger firms which are not paying their debts on time. 

“We can’t pay you until we get paid.” “You will need to get this job done so we can finish our contract and pay you what we owe you.”

If you let one customer dominate your business you will find yourself at its mercy. If it fails, will your business go, too?

Set a maximum size for any one customer – say 20 per cent of the whole business and aim to achieve this.

What if the customer is safe – perhaps a government department? Your payments may be safe but the customer isn’t. It can easily change suppliers, even if you have performed well.

You might need to turn away some work from the big customer. If you are getting a steady flow of enquiries from elsewhere for your services, this might not be so difficult. However, if this is not the case, you will need to stimulate other new business, first.
Reduce risk with Family Trusts 

YOU can put your home in a family trust to help protect it from business risks. 
Do this by selling the house to the trust and then forgiving the debt over several years. The sooner you start the sooner the trust can own the house. 
The maximum permissible gift per year by any one person, without incurring gift duty, is $27,000. Therefore, a couple can give a total of $54,000 a year.
Note: If you are in a relationship breakdown, the family trust is separate and does not become part of matrimonial property. The only formula to determine who gets what in a trust is the trust deed. It is unlikely to cater for a breakdown in the relationship.
Debt collection – a net tip

ONE of our readers has told us about New Zealand Blacklist. It is an online debt recovery service. We think it could be useful. Interested? Try www.nzblacklist.com

Team Meetings Will Help Keep Your Staff Interested
One of the biggest problems that businesses have at present is retaining team members.  Obviously, it costs a lot of money to advertise, interview, recruit and train a new team member.  If staff turnover can be reduced this will contribute to lower costs for a business and a happier workforce.
One way to contribute to staff morale is by holding regular team meetings.  The purpose of a team meeting is to inform the team on what is happening in the business, both the good news and the bad news and to seek input from team members on their thoughts on various aspects of the business operations.  You should encourage your team members to contribute their ideas.  You won’t get this contribution unless management has shown the team members that they are interested in them and are keeping them informed on progress within the business.
Many businesses conduct weekly team planning meetings and conduct a monthly team meeting, where the CEO gives a ‘state of the union’ overview of where the business is, the direction that management is planning for the business and seeks comment and feedback from team members.
You Need to Plan to Start a Business

You wouldn’t go on a cross-country holiday without looking at a road map to work out where you are planning to stop and what sightseeing activities there are on the way.  Planning the start of a business is no different.  You need a plan that you have sat down and thought about and then preferably committed to writing.  The business plan should consider how the business is going to operate, what the market is for the business’ products or services and consider strategies for how sales are going to be made to the potential customers.

If you are planning to commence a business, we can assist you in the preparation of a specifically tailored business plan to suit your business objectives.
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July 20

PAYE – monthly filing
FBT – quarter ended 30 June 
July 28

3rd Instalment 2009

Provisional Tax

(June balance date)
August 28

1st Instalment 2010

Provisional Tax

(March balance date)
GST - June/July 
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