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Getting paid 101

Produce, sell, invoice, collect. What a simple process business
trading can be. Many businesses have excellent systems in place for
the first three aspects of trading, but fall down badly when it comes
to getting paid by their debtors. Here are some helpful hints for
getting debtors’ money into your bank account.

Prior to making the sale:

. Engage your customers and ensure they are familiar with and
sign your terms of trade, which for larger transactions should
include a personal guarantee and an authorisation for credit
checking

. Ensure your quotes are detailed and accurate and allow for any
extras to be authorised

L] Develop quality control systems which prevent poor product or
service delivery

L] Clarify with customers how and when payment is expected
After delivery of your product or service:

L] Send accurately detailed invoices promptly, restating the due
date for payment

L] Promptly follow up any customer issues, avoiding the likelihood
of a dispute

. Contact customers immediately if payment is not received on
due date

What next if you have a satisfied customer who just refuses to

pay? We put this to an experienced fellow of the Credit Institute
of New Zealand. Here’s what he had to say:

1. If phone or email contact has been unsuccessful, write to the debtor advising that if the invoice is not paid within 7 days the
account will be referred to a debt collector.

2. Betrue to your word and don’t pussy foot around. Take a strong stance and refer the debt for collection by a reputable agency.

3. The debt collector will take you through the process, which may include a number of legal remedies depending upon the
debtor’s legal structure and the nature of the goods or services supplied.

Often the threat of legal action will frighten the debtor into paying up, so don’t be shy in demanding payment in this way.
Remember also that great debt collectors are very experienced at getting blood out of a stone. Unless you or your staff have the
experience and passion for collecting money, it’s unlikely you'll get the same result.
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‘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, subsidise it.’

Income tax - removing the uncertainty

‘There are only two certainties in life - death and taxes!’. Although it
is difficult to tamper with the sand flowing though the hour-glass of
life, good habits can slow its pace. Good taxation planning can ensure
that taxes can be managed so there are no nasty surprises resulting in
urgent phone calls to the bank manager a few days before due date!

What processes should self employed business people adopt to plan
their regular income tax commitments? Here’s some direction.

1. Prepare annual budgets, forecasts and a tax plan. ‘If you fail to
plan, you plan to fail.’

Prior to the start of each year prepare budgets and forecasts to
map the business’ financial performance over the next twelve
months. The operational budget will project the taxable profit

from which the business’ tax liability can be calculated and
inserted in the cash flow forecast for the ensuing year.

2. Use asuitable computerised accounting system. ‘What you can measure you can manage.’

The business’ financial life needs to be accurately captured with regular reports produced to indicate the company’s
profitability, cash flow and performance in critical operational areas. Don’t just run the monthly reports and file them, analyse
them to ensure the business is performing in all facets and compare actual results to budget. Talk to us about your accounting
system. Our team supports a number of options, including web based solutions such as Xero.

3. Update your tax plan. ‘If nothing changes, nothing changes.’

Businesses are dynamic. So too are the economy and the planet we all squat on. World, national and local events can
significantly change business profits, so the tax plan must evolve with the business’ financial performance. Re-evaluate the tax
plan at least three times a year (around provisional tax due dates) to either increase or decrease your provision. This can
reduce or even eliminate use-of-money interest charged in certain instances by Inland Revenue for short paid provisional tax
and, conversely, reduce bank interest on tax you didn’t need to pay.

4. Seek Advice. ‘A problem shared is a problem halved.’

We can help you with your budgets, forecasts and tax plans or prepare them for you. If you are considering a new business
initiative come and talk to us so we can ensure you are using the right structure and allowing for the diverse range of taxes we
can be encumbered with. Remember, taxes can be legally minimised and it’s our job to assist you to do so!

Tax planning checklist

It’s important you talk to us if you believe your income is going to be significantly
higher or lower this income year. The first provisional tax instalment date for
March balance dates has passed, but there is plenty of tax planning opportunity left
in the year. Consider the following circumstances when talking to us:

Revenue up or down? Yes No
Margins increased or decreased? Yes No
Expenses up or down? Yes No
Affected by removal of depreciation on buildings? Yes No
Fixed interest loans maturing at lower rates? Yes No
Unable to utilise company losses due to recent LAQC reforms?| Yes No
Any other anticipated events likely to affect income? Yes No

‘The hardest thing to understand in the world is the income tax.’



GST private use adjustments

On 1 April this year, rules for calculating GST private use adjustments were simplified. Sounds
We’ve worked very hard and great! Problem is that the new rules aren’t very... simple. Private use adjustments are calculated
very proactively to ensure our
LAQC clients transition to the
right entity, whether that be

electing to become an LTC,

at the time of purchase, each year if usage changes, and when sold. If you complete your own
GST returns and need assistance working out how much GST you can claim or have to pay when
you have an asset with private use such as a car, give us a call or drop us an email along with the

facts. We'll do the calculations and send you a detailed work sheet with the calculations
reverting to a standard

explained. That way if you ever have to explain your calculations to IRD, you're covered.

qualifying company, exiting
the QC regime altogether or
restructuring to a fresh entity
such as sole trader or
partnership. Most of our
clients have accepted our

recommendations and their GST p ri vate u se
compiee adjustments are | Yeah right.
We do have a small number of ea sy as

clients who, despite our best
nagging efforts, have not
responded to our suggestions.
If you’re affected, please get
in touch and we’ll take care of
everything.

Coming Soon Due to Popular Demand

As you will be aware we are holding a series of seminars on a
wide range of business topics. Due to popular demand and
increasing media coverage of issues around this topic we have
decided to hold the Directors’ and Trustees’ Duties seminar
on 21 November 2011.

If you haven’t already registered your interest in this seminar
please contact us immediately. You will then be sent a
registration form closer to the date.

The Business Management — Firm Foundations seminar series
will now be held at a later date to be advised.

If you haven’t received details of these seminars please
contact us for more information.
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Secure Client Area

We're in the process of setting up a unique area on our website for you to safely and
securely access your confidential documents, send files, notes and even large
accounting files to us.

You can also use this area to securely store your back up files.
We'll be sending you an email with more information on this soon.

If you are interested in this and would like to get started straight away send us an
email to hcmail@hcpartners.co.nz

Get rid of the clutter: Not just the physical clutter in
work spaces, but also the clutter within business
activities themselves. If products or services no longer

suit the market, clear them out or give them a makeover.

Tidy the front yard: Your business entrance, foyer or
reception area says much about your business attitude,
culture and likely service standards. Have a good look
from a customer’s perspective. What's the experience
when they visit the business, phone your team, or order
a product from your website? First impressions count.

Fix the fence: Review business insurances, document
management and disaster recovery systems. Create an
‘Important documents’ folder and store insurance
policies and vital business contracts, both in electronic
and physical format.

Throw some paint around: When'’s the last time you
refreshed your brand? Is it consistent with your culture
and values? Maybe you are serving new markets now,
or you've extended your products and services. Make
sure your brand is applied consistently across all
collateral, including your web presence.

Sharpen any blunt edges: Now’s the time to learn new
skills or develop simple training programmes to

increase your team’s productivity, or sales effectiveness. Internal training does not need to cost a lot of money. What it does

need is your time, attention and commitment.

Get the duster out: Revisit old business plans, mission and vision statements. How relevant are they to today’s world and

markets? Plan a three-monthly goal check-in to review progress on your 2011 goals.

Sow some seeds: It's amazing the number of small businesses that don’t have a marketing plan. Some of the most effective

marketing plans are simply a list of activities, identifying the ‘what’ (the activity itself), the ‘who’ (who's the person driving the

idea?) and the ‘when’ (when are we aiming to get this to market?). A marketing plan creates marketing gravity.
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Disclaimer

This publication has been carefully prepared, but it has been written in
general terms only. The publication should not be relied upon to provide
specific information without also obtaining appropriate professional
advice after detailed examination of your particular situation.



