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TOUGH TIMES

Interest rates are soaring, prices for
groceries and fuel are rising, and
businesses have unreliable supply and
cost pressure.

dd staff shortages because of the lingering effects

of Covid-19, and some small businesses are under
severe stress. The natural reaction of many businesses is
usually two-fold: Earn more, and/or spend less.

Spending less is the easier option, but many

businesses are already cut to the bone. If you do look at
cutting costs, be careful not to apply measures that affect
your ability to earn more.
One example is marketing. During a downturn, more
than ever, it’s important businesses do whatever they
can to stay top-of-mind for customers. Research has

the things you do best and make you the most money.
Concentrate on that and build it if you can. Don't put
effort into weaker products or services.

Focus on existing customers and look after them like
the gold they are to your business. Remember, it costs
more to get new customers than to keep existing ones.
They're all likely to be clamping down on their spending,
too, so never give anyone a reason to go elsewhere.

If you've built a strong relationship with your
customers, you will together navigate the tough times
and you will have customers for life.

And be the leader of your business. Delegate the
“work” if you can so you have time
to make the tough decisions

and plan for the future. (
e

Of course, cash flow

is also important. >

shown the businesses who continue to put resources
into advertising, a website and social media are stronger
when times improve.

Minimum wage

Staff They are better able to take advantage of the
opportunities better times bring.

ShOFTOgeS and Whatever your marketing message and delivery,

immigroﬁon through email newsletters, follow-up emails,

phone calls, or advertisements, highlight your
company’s brand. You're letting
customers and prospects know
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Cryptoassets

Cryptoassets are virtual assets that are a digital
representation of value. Commonly referred to as
cryptocurrency, these virtual assets function as a median
of exchange and operate independently of banks or
other financial institutions. Bitcoin is an example of a
cryptoasset.

The rising popularity of cryptoassets may see taxpayers
involved in a number of ways, including:

@ receiving cryptoassets as payment for the supply of

goods and services
@ using cryptoassets to pay for goods and services
® buying and selling cryptoassets (trading)

@ acquiring cryptoassets (for example from mining or
from a cryptocurrency exchange) and holding on to
it as a long term investment.

For New Zealand tax purposes, cryptoassets are treated
as property. Inland Revenue has indicated that the bulk
of cryptocurrency-related transactions will be within the
tax net. For example, a business that accepts cryptoassets
as payment for goods and services is required to pay
tax on the New Zealand dollar value equivalent of the
cryptoassets. Similarly, miners of cryptoassets are likely to
be carrying on a business (rather than a hobby) and will
be subject to tax on mining rewards.
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GST changes afoot for sharing

T R U ST IRD diSCIOsu re Ond I?/\l:ns;rk‘f::eesfes are using the internet to
re por-l-l ng req u | rements introduce buyers and sellers to each other —

Air B&B, for example.
There are many other much smaller

M ost trustees of New Zealand domestic amend the trust deed. enterprises doing the same thing, such as
trusts are required to prepare financial Additional requirements apply to trusts with ride sharing.
statements and provide additional information | income of $100,000 or more. Such trusts must Inland Revenue is looking at ways to
with their income tax returns from the 2021/22 | apply the principles of accrual accounting and help these businesses pay their tax, which
income year. include the following with their income tax is very thoughtful of it. The department is
Trustees will be required to provide to returns: concerned many of these businesses might
Inland Revenue: @ a statement of accounting policies be operating below the threshold for the
@ a statement of financial position setting @ comparable figures need to be involved in GST. It has been
out the assets, liabilities, and net assets of ® a reconciliation suggested collectively they are sufficiently
the trust @ a schedule of fixed assets and depreciable significant to offer unfair competition to
@ a statement of profit or loss showing property; and those who have to register.
income derived, and expenditure incurred @ information about associated person Thought is being given to lowering the
@ the nature and amount of any settlement transactions GST threshold for these types of businesses.
made on the trust during the year; Smaller trusts (or “simplified reporting
@ the details of anyone who is a settlor of trusts”) do not have to comply with these Minimum wage
the trust; additional requirements. A simplified reporting The minimum wage hourly rate increase
@ the amount of any distributions made trust is one that has: came into effect on 01 April 2022.
during the year, and the details of the @ income of less than $100,000 The minimum wage applies to all paid
beneficiary who received the distribution; @ deductible expenditure of less than employees aged 16 and older.
details of any person who has powers to $100,000, and ® Starting-out & training wage has
appoint or remove trustees and beneficiaries or @ total assets of less than $5 million. increased from $16.00 to $16.96.

® All other employees has increased from
$20.00 to $21.20.
However, there are different rates if
your employee is 16 or 17 and is new to

1 ' the workforce or if they are completing
/- P training. If you are unsure the rules are
4 outlined at business.govt.nz.

- Source: www.eclipserecruitment.co.nz

. . 4
L} Staff shortages and
: immigration

In a highly competitive job market
employers are offering higher salaries to
.A \ attract more candidates. Business New
‘%‘ \ Zealand has an extremely helpful employee
cost calculator that gives you a ballpark
figure on what hiring a new employee

In Communications kee ill. brief mi'lgfﬁéc(?i/é/?:rﬁentismakingchangesto
, P

immigration rules for skilled workers.

hen writing and public speaking, Avoid clichés. They become irritating. | From 4 July 2022, Immigration New
consider how long your sentences are. If ~ don’t know about you, but | get sick of hearing Zealand will introduce new rules under
you want to be understood, keep them short. people “reaching out”. which an employer must be accredited
Use simple words. Make sure your Read through your writing and tidy it up. to hire any migrant worker on the new
sentences actually make sense. Cut out You might need to do this two or three times. Accredited Employer Work Visa (AEWV).
unnecessary words such as “actually” (notice If it'’s an email, dont be in a hurry to press” We have found the best source of
it in the previous sentence!). Some words send “. information is Aims Global, a NZ
are overused and are unnecessary. A good Above all, spell people’s names correctly. immigration adviser. They have information
example is the word “that”. on timeframes, costs and requirements. We

recommend reading their ebook on ‘How
to Hire & Retain Migrant Staff from July 4,
2022’, which covers everything from the

ReSi d e nti O I re n'I'CI Is process, to risks and challenges.

Source: www.eclipserecruitment.co.nz

You will be aware of the limits placed on
claiming a deduction for interest on money
borrowed to buy residential rental property.

If you have owned property before 27 March
2021, your claim for interest reduces over time
through to 31 March 2025. For the current year,
interest incurred is claimable in full up to 30
September 2021 and for the remainder of the year
your tax claim is reduced to 75 percent of the
interest you pay.

Just a small point: It is the interest you have
“incurred” as opposed to the interest you have paid.
Therefore, if you paid interest on 15 October 2021
for the period 16 September 2021 to 15 October
2021, you will see some of the interest relates to the
time before 1 October and can be claimed in full.

30 June 2022
Last day to apply for annual FBT returns.

28 July 2022
3rd instalment 2022 Provisional Tax
(June balance date)

29 August 2022
1st instalment 2023 Provisional Tax
(March balance date)
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Cyber Security

Been compromised yet?

It is not if...it's when. Thanks to the
increasing prevalence of IT use and

utility in so many aspects of our lives and
our increasing reliance on it, sadly we
continue to see increasing levels of cyber
threat. Increased use and reliance present
increased opportunity.

Cyber security is both a personal and a
business issue. However, it is the business
aspect we are concerned about in this
article. We look at what is happening,
who in an organisation is responsible for
cyber security, and some practical steps to
protect your organisation.

What you need to know
® The issue is big, continues to grow fast, and
is potentially very disruptive and costly
Malware, phishing and credential
harvesting, ransomware, scams and fraud,
unauthorised access and data breaches,
denidals of service attacks are all regularly
seen in New Zealand. Sadly, New Zealand’s
honest and trusting business environment
makes us a lucrative target for international
hackers and bad agents.

Data from agencies such as CERT (our
Computer Emergency Response Team
and a great resource on threats and
practical advice www.cert.govt.nz ) reports
an exponential level of growth in attacks.
COVID and people working remotely has
provided more opportunity for attack and
has just exacerbated this growth.

Regarding disruption, ponder how well
your organisation could work with no
access fo computers or phones?
® Cyber risk affects your organisation
If you use IT at all then your organisation is
at risk.

The media continues to report high
profile cases, usually of large high-profile
organisations. Recent examples include
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44 \Whether
you think you can
or whether you think
you can’t, your
rightl. 2/
- Henry Ford

the compromise of Waikato DHB'’s systems
or some of our major banks being offline for
a couple of days due to attacks. However
cyber security experts will tell you this issue
is significantly underreported in the media
and impacts all sizes of organisation.

Don’t succumb to this! You best
protection is the realistic awareness that this
can happen to you and taking action to
prevent, prepare and plan your response.
® Cyber security is an organisation issue and

not an IT issue
Many people have a simplistic view that if
the threat uses IT, then the solution must just
be an IT one. This is wrong.

For any organisation to continue to
be sustainable it needs an appropriate
combination of people, processes, and
technology. ITis atool, but it only operates
within a wider organisation eco-system and
takes people to run it.

It therefore needs attention starting at the
highest level of any organisation. It is firstly
a strategic board issue. Secondly, it is a core
management operational issue, but it also
requires buy-in and vigilance from everyone
in an organisation if you are to remain safe.
Hence it also becomes a cultural issue.

@ Nothing is static
Cyber security is not a once only fix or cost.

There is wonderful innovation in
technology every day. Sadly, this includes
innovation by malicious individuals looking
to use IT to defraud or disrupt organisations.
Awareness and keeping up to date is
important, as is revisiting and refreshing
your systems, plans and processes when
appropriate.

What you should do

It is useful to think of cyber security in 3 areas:
@ Protection

® Detection

® Response and recovery

IT experts often suggest that as a rule of
thumb that both your cyber security effort
and ongoing budgeted spend should

be evenly spread across these 3 areas.
Traditionally this has been greatly skewed
towards protection in most organisations.
This needs to change.

Only some of these areas include actual
IT solutions.Awareness and understanding
of likely threats, what assets you should be
frying to protect, regular training, and a
practical plan that can be implemented
when issues occur are all essential
ongoing factors in a good cyber security
system.

Rather than being able to keep every
threat out (an increasingly impossible
aim), speed of detection of a breach has
become increasingly important.This then
allows a prompt response.

Have a plan. Then when the inevitable
happens you have a clear process to work
through to hopefully minimise disruption to
your organisation.

® Keep up to date and awareness raising —
Ensure you have good systems for
remaining aware of what is happening
and changes that may impact the
sustainability of your operations.
Signing up to updates from organisations
like CERT is a simple advisable step.
Ensuring you have access to experts
in the area and keeping in touch with
them and your technology suppliers for
updates.

@ It’s a team game - All your team will use
IT and are part of your organisation’s
processes and systems. Good cyber
security should include all your team
being aware of the risks, and your
organisation’s policies and protections.
Thorough induction, good policies and
processes and regular training are key.




Seeking emergency
funding needs care

Disruption to the supply
of goods is putting some
businesses under stress.

c ompany directors have some
responsibility to their suppliers.
They should not buy goods on credit if
there’s a real risk they will never be able
to pay for them.

Directors can be personally
responsible for reckless trading. Think
of Mainzeal and former Prime Minister
Jenny Shipley.

If you are in a business, which could
be severely interrupted by lack of
supplies, start thinking about how you
could get emergency funds.

Examples could be:
® make an arrangement with your bank

early.

@ if paying your suppliers could be a
problem, talk to them now about
some extended credit.

@ don't overlook a useful short-term
source of funds — your credit cards.
The interest rate is very high but if you
know your cash shortfall is short-term
—say a month — credit cards have the
advantage of not incurring a fixed
fee for the use of the credit, and they
don't take your time to arrange them.
Never use your credit cards for longer
term finance.

@ Borrowing from family, particularly
elderly parents who can ill afford to
lend, is risky. Be very sure you can

repay.

Using Inland Revenue money is likely to
be the most expensive loan you can get.

The department double dips because
it not only charges you interest at a
reasonably high rate, but it also then
punishes you with penalties.

These both compound.

If you are getting to the stage you
can’t pay your taxes, maybe it's time to
wind up your business.

Debt Remission

ebt remission commonly occurs

when a lender forgives or remits
a loan owing by the borrower. It also
occurs if debt is extinguished because of
the operation of law. When the borrower
no longer has a liability to pay back the
funds borrowed the amount forgiven
can give rise to remission income for
the borrower. The tax outcome will be
different depending on who the parties
to the loan are.

If the lender is a company a deemed

dividend can arise if the borrower is
a shareholder or
associated to a
shareholder of
the company.
There are some
exceptions to
this rule, for
example,
where the

debt is remitted between wholly-owned
companies and the borrower is New
Zealand tax resident.

If a deemed dividend does not arise,
then income can arise to the borrower
under the financial arrangement rules
if the debt is a financial arrangement.
Once again, there are exceptions, for
example, if debt is forgiven in proportion
to ownership (parri passu) or if the debt
is forgiven because of the natural love
and affection that the lender has for the
borrower.

If the borrower is a look-through
company (LTC) or partnership, remission
income will also not arise if the loan is
remitted by the owners or partners in
proportion to ownership.
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Directors Contact
Michelle Barnett Cnr Te Heuheu and Ruapehu Streets
Daniel Britten PO Box 214,
Kelly OReilly-Ward DX KP 37068
Robert Veitch Taupo
Coralie Wedekind New Zealand
Phone: 07 376 1700

Fax: 073761711
Email:  info@strettons.co.nz
\Website: www.strettons.co.nz

Members of NZ CA Limited

Accountants Hawkes Bay - Napier
Accounting HQ - Rotforua
BM Accounting Limited - Havelock North
- Waipukurau
Brophy Knight Limited - Ashburton
Brown Glassford and Co Ltd - Chrisichurch
BW Miller Dean - Wellington
Candy Gillespie - Matamata
Flannery Tait - Alexandra
GCOL Chartered Accountants - Lower Hutt
gfa Chartered Accountfants - Te Awamutu
GS McLauchlan - Dunedin
- Queenstown
Harris Taylor - Hawera
Marshall & Heaphy Limited - Greymouth
Martin Wakefield - Timaru

(06) 843-4868
(07) 348-7066
(06) 876-7159
(06) 857-8901
(03) 308-5104
(03) 365-0881
(04) 910-3340
(07) 888-7089
(03) 448-8060
(04) 939-1975
(07) 872-6444
(03) 477-8192
(03) 477-8192
(06) 278-5058
(03) 768-7186
(03) 687-7122

- Chrisfchurch (03) 343-4012
Matheson Rae - Christchurch (03) 343-3692
McDonald Viague - Auckland (09) 303-0506

Mclntyre Dick & Partners - Invercargill (03) 211-0801
McKenzie & Co - Oamaru (03) 434-7944

Naylor Lawrence & Associates - Palmerston North (06) 357-0640
- Dannevirke (06) 374-5730

- Feilding (06) 323-8752

nsaTax Limited - Auckland (09) 309-6505

RSM New Zealand - Auckland (09) 271-4527

- Auckland North ~ (09) 414-6262

- Auckland Central (09) 367-1656

Southey Sayer - Masterfon (06) 370-0811
Streffons - Taupo (07) 376-1700
Sudburys Limited - Whangarei (09) 430-4888

Vlazey Child Limited - Hamilton
Wallace Diack - Blenheim
Whitelaw \Weber Limited - Kerikeri
- Kaikohe
- Kaitaia
YRW Limited - Tauranga

(07) 838-2169
(03) 578-7389
(09) 407-7117
(09) 401-0991
(09) 408-1220
(07) 578-0069

Changes in Particulars

Please remember fo lef us know of any changes in:

® Physical address ® E-mail address ® Phone and/or fax numbers
 Shareholdings ® Direcforships ® Trustees

Or anything else that may be relevant.

Disclaimer

All the information published in Trial Balance is frue and accurate to
the best of the author’s knowledge however it should not be a substitute
for professional advice. No liability is assumed by the authors

or publisher for any losses suffered by any person relying directly or
indirectly on this newsletter. Views expressed are the author’s own.
Articles appearing in Trial Balance may not be reproduced without

prior approval from the edifor and credit being given fo the source.




