
Calculating Thoughts
(the newsletter service of Sadler Oakly Newman, Chartered Accountants, Masterton)

Be sure to read each article with the mindset “How this 
could apply to our business”.

Thinking of it that way will guarantee that you get the best 
value.  Share the newsletter with staff and colleagues.

To really make sure something positive happens talk to 
us for that special piece of advice that will manage and 
grow your business ideas.
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FIND out what makes your business special and promote these benefits when quoting.

Reliability, fair prices and so on are often cited as benefits, but they are actually features. They are vague, do nothing 
for the customer and are features that every customer now expects. 

Notice how car advertisements no longer promote reliability – everyone expects their car 
to start every time and get them where they want to go without breaking down. Low fuel 
consumption would be a benefit, because car owners can see  the “benefit” of saving 
money.

A business can win work by promoting real benefits, even when the cost might be higher. 

An example we know of is two painters who tendered to paint a new house. Al quoted
$24,500 and Bob $27,500. The owner accepted the higher price. He did his homework 
and noted the following:-

Al was a bit short on detail in his quote. He asked Al what he was planning to do for his money. The differences 
between the two were startling:
Al employed two brush hands, who were not tradesmen. Bob, a tradesman, would do the entire job himself.
Bob was going to re-prime the weather boards because he considered factory priming insufficient. He was also 
going to apply two top coats to the outside. Al was going to do neither of these.
Bob stated he was going to use the best quality paint and there was good reason to believe him. Al made no 
mention of quality.
Bob gave advice on how to make the job last as long as possible. There was no after-sales service from Al.

Promote the real ‘benefits’ of your business

Three things will help you to win quotes at the prices you really want:

1. Be quick.
2. Tell your prospective customer why you should be chosen. 
3. What benefits you offer that others might not?
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A year ago our nation was reeling following the Pike 
River Mine disaster and the first earthquake in 
Christchurch.

One year on Christchurch has suffered another devastat-
ing quake with tragic loss of life and major property dam-
age; the Hawke’s Bay has been hit by a huge storm that 
washed out large areas of productive farm land; across 
NZ gold kiwifruit crops have been decimated by the Psa 
virus (with infection confirmed to green crops also).

Most recently the Bay of Plenty’s beaches were polluted 
by oil and debris from the Rena grounded on Astrolabe 
Reef.

These critical events apart, businesses have to cope 
with localised crises, such as losing a contract, a major 
bad debt or a key staff member leaving.  How to cope 
when adversity strikes?  Dr Sven Hansen of the Resil-
ience Institute succinctly advises ‘be calm, advance 
steadily, prevail.’  We expand on this approach. ]

A year in New Zealand business resilience

Be calm, a clear head will deliver decisive, thought-

ful action.  Mayor Bob Parker’s calm strength in the 
aftermath of the Christchurch earthquakes is a clas-
sic example.

When a business crisis hits don’t be afraid to com-
municate with your staff, customers, suppliers, advi-
sors, and bank manager!  The load gets shared and 
a solution may come from any quarter.

Advance Steadily, focus on the basics and mobi-

lise the resources you need to plan your recovery. 
Plant and Food Research are doing just that in de-
veloping Psa resistant strains of kiwifruit and when 
oil spilled from the Rena, thousands of volunteers 
were marshalled in the clean-up.

Look for innovative bounce back solutions to stem 
the loss.  The newly opened Cashel Street ‘pop-up’
Mall has bought retailing back to central Christchurch 
in a vibrant way.

Prevail, recovery from business crises can be slow 

and frustrating but a relentless approach will get you 
there…

Our isolation has made us a resilient nation.   When 
the chips are down we’re generous and supportive 
towards each other.

The government’s view of the economy could be 
summed up in a few short phrases: If it moves, 

tax it. If it keeps moving, regulate it. And if it stops 
moving, subsidize it. Ronald Reagan

I am thankful for the taxes I pay because it means 
that I'm employed. Nancie J. Carmody

Be uplifted by our amazing 2011 Rugby World Cup 
win (24 years in the making) - when an All Black team 
troubled by injury, securing scraps of possession and 
facing an impassioned French Les Bleus, stoically 
won the final. They remained calm, advanced stead-
ily and prevailed.
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Tax Talk Book out your bach......
avoid the tax headache

Recent years have seen a surge in popularity in the short-
stay rental of holiday homes.  The internet has made it 
easier to list, book and review baches and cribs which are 
available when owners aren’t in residence.

Inland Revenue have recently issued a paper proposing 
new rules on mixed-use assets (including holiday homes) 
where there is a mixture of business and personal use, 
with revised criteria that should be adhered to when book-
ing out the bach.  But until the rules are formally changed, 
the current policies still apply.

Firstly, it’s vital that 
your intentions are 
bona fide.  You must 
market the holiday 
home in a commercial 
manner such as setting 
up and using a website 
for the property, regis-
tering the property with 
a reputable holiday 
home website or listing 
the property for short stay rental with local real estate 
agencies.  These efforts cannot be seen to be ‘token’, you 
should be accepting offers from suitable renters.

Secondly, your own (plus family and friends’) use of the 
property must be diarised so you can determine the days 
in a year that the property was available for renting out. If 
the property is owned by an individual or a family trust the 
expenses relating to the property including the utilities 
(power, rates, insurance), maintenance and interest on 
debt will be apportioned according to the number of days 
in a year the house was available for rent.

There are GST issues too.  Short stay accommodation is 
a taxable supply for GST purposes so if the annual rent 
you are receiving exceeds $60,000, the owning entity 
(individual, partnership, company or trust) is required to 
register for GST and return GST on the outputs (rent) and 
inputs (expenses and improvements) made and received.

This threshold may seem high but some do have more 
than one holiday home in the same entity! This threshold 
includes the market value of free or cheap use of the bach 
by persons associated to the owner.

The value of the property becomes a taxable supply when 
registration occurs and when the property is sold or the 
entity de-registered.  Both the income tax and GST issues 
can be quite tricky so we recommend consulting us so all 
the tax bases are covered correctly.

Parents Income
From 1st January 2012 the following items 
should be included in the calculation of parents 
income for student allowance purposes.

Work and Income Benefit

Wages or Salary

Interest

Dividends

Business Income 
This is income earned from self employed or partner-
ship businesses.  A parent may offset their business 
losses against their other taxable income for income 
tax calculations. These losses are added back and
included as parental income for student allowance 
purposes.

Rent or Income from Boarders
Parental income includes income received from rent-
ing out property and income from boarders. For  pa-
rental income purposes the amount to be included is 
the taxable income figure.

For assistance to work out the taxable income go
to Inland Revenues website www.ird.govt.nz

Trustee Income
Income of a Trust that has not been distributed as 
beneficiary income will be added to parental income 
if parents are the Settlors of the Trust.

Income Held in a Closely Held Company

A close company is defined to mean a company 
where at any time there are 5 or fewer natural per-
sons as shareholders whose voting interests in the 
company is more than 50%.

Income attributed to major shareholders in a close 
company must be included as parental income.

Income Equalisation Scheme Deposits
Any deposits made into this scheme by the parents, 
a company controlled by the parents or a Trust 
where the parents are Settlors will be included as 
parental income.



The Tip for the Month 

Is your workplace drugs policy up to speed??

With products like Kronic (Synthetic Cannabis) and 
the assortment of Party Pills now available, it is 
important that your workplace drug policies are 
reviewed to ensure they are broad enough to 
cover synthetic drugs.

An Important Message
While every effort has been made to provide valuable, useful information in this publication, this firm and any related suppliers

or associated companies accept no responsibility or any form of liability from reliance upon or use of its contents.
Any suggestions should be considered carefully within your own particular circumstances, as they are intended as general information only.

OFFICE NEWS
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Newman Team

Abigail Cressy and Manie Bruwer 
have announced their engagement. 
Their exciting day is planned for 30th 
June 2012. 

Rebate on school fees. 

There is a common misconception you can claim a 
rebate for all school fees. The school must be state 
funded or be approved as a charity. 

The general school fee is not a compulsory payment so 
it is a donation.  You can claim a rebate provided the 
donation is into the general fund of the school and is not 
ear-marked for a specific project. A donation for a school 
trip would not qualify.

GEARING is the ratio of borrowed money to your 
own money. If you have a business which has a high 
proportion of borrowed money, you are said to be 
highly geared.

There is a very old saying in accountancy: “In good times 
get into high gear. In bad times get into low gear.” 
If you think these are bad times, get your borrowing 
down.

Keep an eye on the proportion of your borrowed money 
to your total equity (what you own). If 80% of what you 
own is financed by borrowed money, you are taking a big 
risk in difficult economic times. In fact, you could be 
gambling.

For small businesses, for “you” read firstly the business 
and then both your personal situation and the business 
combined.

If you want to reduce your business borrowing, you 
could:

• Consider hiring equipment rather than buying it. 
• Subcontract to other firms. The extra cost of hiring 

another business to work for you may be a better 
choice than tying your money up in equipment which 
doesn’t get sufficient use.

• Tighten up on debtors (money owing to you). Reduce 
the time you allow for payment. Above all, police the 
outstanding bills, regularly, frequently and swiftly. 
Make notes of any promises and remind your bad 
payers about them if you have to keep following up.

• Keep an eye on your stock levels. If you have made 
some bad decisions, you have already lost money. Sell 
your mistakes early. Don’t over-buy.

Get into the right gear 

for the conditions

Sadler Oakly Newman 
in conjunction with 

LB & T Hare Limited
are hosting a presentation on 

Health and Safety Best Practice

When: 8 February - 7pm – 9pm
Where: Copthorne Solway Park

Whether you have Health & Safety procedures 
set up or are running on the expectation that ‘she’ll 
be right’, you cannot afford to miss this seminar!!

Please email ca@son.co.nz
or call reception for more information — 06 370-0811

Two Reminders about SON:-
1. Options for paying our fees
• Internet Banking (please make sure you put the 

client ID number of the account you are paying)
• Cheque
• Or Cash (last resort) We are not set up for large 

amounts of cash.
EFTPOS and credit card facilities are not available.

2. Box inside our front door
If you are short of time or are unable to use the stairs 
please put your papers etc in the box at the bottom of 
the stairs.  It is cleared twice a day.


