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Topdressing company spreads its wings

By his own admission, Des Neill is a
late bloomer in the aviation industry,
qualifying for his commercial pilot’s
licence at age 29.

Now, Des and his wife, Elaine own Otago Airspread
Ltd, a rural topdressing company they established
in 2000.

The couple, previously sheep and beef farmers at
Portobello, have been clients of Polson Higgs for
the past 20 years.

Otago Airspread's fortunes follow that of farmers
but some really tough years have given way to
unprecedented demand for the company's services
in2011.

Des has a fleet of four planes, the most recent
purchase a Cresco, which he describes as "the
Rolls-Royce of top-dressing aeroplanes.” Only 38
were built - it is number 33 - and there are just
three in the South Island. It is the only one of
those three that is privately owned, with the other
two owned by Ravensdown Fertiliser:

When Des and Elaine began the business they
were initially flying a piston-powered Fletcher: The
following year, they bought their first turbine
Fletcher and in 2003 bought the business of Dave
Reid, at Roxburgh, who was ready to retire, and
then added a second turbine aircraft in 2005.

Otago Airspread recently bought the fixed-wing
side of Willow Air operation in South Otago, after
owner Jeff McMillan decided to concentrate on
his helicopter business.

"It's only thanks to the loyalty of our clients that
we've been able to grow. In the tough times they
recognised the importance of continuing to use
fertilizer even though it was another cost."

Henry van Dyk, a partner in the Dunedin office
of Polson Higgs, has worked with Des for the past
10 years to help grow Otago Airspread. This has
included finance applications to banks for funding
to buy the highly regarded Cresco workhorse
and, more recently, the Willow Air business.

"Businesses need to spend time forward planning
so that they have a road map of where they are
going and they know what they want to achieve.
To make sure they are on track, they need to
regularly prepare a cashflow report (Otago

ALY

Airspread does this every two months) so they
can compare their projections with the current
given situation.

"The key for most smaller to medium sized
businesses is to keep an eye on turnover. Often in
a service business expenses tend to be fixed and
are dependent on a certain level of turnover to
ensure that profitability is being maintained. If you
can meet your turnover targets, then generally you
will be achieving your profit targets," Henry says.

Polson Higgs also looks after all Otago Airspread's

Des Neill... on the

expansion trail
with the help of
Polson Higgs.
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general compliance work including invoicing and
PAYE.

Henry: "So many small businesses get tied up in
administration and it takes them away from
concentrating on the core business. Being able to
pass those tasks onto an advisor leaves them free
to concentrate on their business."

Otago Airspread works throughout Otago, with
the exception of North Otago, with a lot of
high-country properties, balanced by lowland
farms.
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Last chance for free money growing on trees

The Emissions Trading Scheme (ETS)
is moving forward. Despite a recent
review report that encourages some
tempering in the pace of change, the
ETS is in full swing as regards forests
in New Zealand.

A key date to be aware of is 30 November 201 1,
especially if you have more than about |10 hectares
of trees on your land and those trees have been
there since | January 1990.The end of next month
is also a key date if you have harvested trees since
I January 1990 and replanted. Although the actual
trees on your land now were not there at |
January 1990, provided there were trees on your
land at | January 1990, then your land and trees
are "pre 1990 forest land".

If you have pre 1990 forest land, 30 November
is crucial because it is the last chance to apply for
free credits (which could be worth about $1200
per hectare of forest land) as compensation for
your compulsory entry into the ETS.

Polson Higgs partner Noel Walton has been
helping a range of clients with land from Mangonui
in Northland to Gore in Southland with their pre
1990 forest land. To date the work has focused
on helping clients to make choices about
exemptions, applying for credits or doing nothing
(while understanding the implications of doing
nothing).

"The time for exemptions has now passed. The
only choices left are to apply for free credits or
do nothing."

Doing nothing is a valid option if you think the
land is best suited to forestry indefinitely and the
trees will always be replanted after harvesting. But

Big changes

Proposed changes by the Government "to
simplify the financial reporting framework for
small and medium-sized businesses and
registered charities" may be less appealing
than at first glance.

The aim is to reduce red-tape and, hence,
reduce compliance costs for small and medium
enterprises.

Although laudable, our view is that they will
lead to additional costs for some while others
will continue to require relevant financial
information for their purposes as owners and
managers, as well as for external parties such
as banks.

The changes

The proposal looks at removing what is
currently called general purpose financial
reports and replacing them with targeted
reports for tax purposes.

Broadly, it is proposed that new simplified

if you have more than about |0 hectares of pre
1990 forest, consider the simple maths that you
might get credits worth about $1200 per hectare
(say $12,000 plus) while the costs of getting the
free credits are anything up to about $4000
providing you with a return of at least 3 to |.And
you still harvest and replant as you were going to
do anyway.

Noel is happy to talk to any interested people
about trees, land use and the ETS. In conjunction

accounts will be applicable for entities that have
turnover of less than $30 million and assets of
less than $60 million. However, requirements will
differ depending on whether your entity is a
company, a trust, a limited partnership or charity.

For some charities and not-for-profit entities the
proposals will undoubtably lead to additional
accounts preparation costs as parts of this sector
have previously had no guidance about the
accounts they need to prepare.

Importance of information

While these proposals will affect the format of
the financial accounts that are required from a
legislative perspective, we will continue to work
with you to provide financial information that is
relevant to your business and the decisions you
need to make.

If the proposal goes ahead as planned, the coming
months will see our own professional body - the
New Zealand Institute of Chartered Accountants

with Forest Management Ltd, Noel is able to
arrange applications for free credits provided the
application is under way by | November It is
possible the 30 November deadline may be
extended, but don't bet the farm on it. Treat 30
November 201 | as your last chance to harvest
the free money on offer.

For further discussion or assistance with claiming
credits, please contact Noel Walton in Christchurch
on 03 372 0353.

for small entities

- developing a framework for the new reports
that "finds the balance between cutting
unnecessary bureaucracy and having the right
tools for solid financial management and
assessment of business health," according to
Terry MclLaughlin, NZICA chief executive.

What do you need to do?

We are currently in "watch this space" territory
and await more detail before we can assess
the impact on your business.

Polson Higgs will be looking to provide
feedback to NZICA about any proposed
simplified framework and we welcome any
feedback from your perspective. Please feel
free to contact your Polson Higgs advisor if
you wish to discuss these proposed changes
further.

We will, of course, keep you up to date with
future developments.



Saving on your levies

If you are self-employed, a non PAYE shareholder employee or new to
business and want to reduce your ACC levies - or if you have fluctuating
income and need certainty, an alternative option under ACC may be
available to you.

ACC Coverplus is the standard product that self-employed people
default to. However; an alternative product, Coverplus Extra, can provide
you with more flexibility on cover and save on ACC levies.

Under ACC CoverPlus Extra, you can choose the level of benefit. As
well as giving certainty at claim time, you can save money on levies and
use those savings to broaden your personal protection or offset the
costs of your other insurances.

Polson Higgs has recently worked with some clients who have been
able to save as much as 40% on levies and these savings have more than
compensated for the cost of any other forms of protection such as

personal life, trauma and income cover:

With ACC it is important to remember that it will only cover you if you
have an accident. It does not cover you if you are unable to work due
to illness. The likelihood of being off work for an extended period due
to illness is substantially higher than it is for accident.

Because ACC Coverplus is based on previous years' earnings, anyone
injured in their first year of business will only be entitled to the minimum
weekly compensation. Under Coverplus Extra you would be entitled to
a pre-agreed amount of compensation that more accurately reflects
current income.

So don't get caught when it is too late. The best time to review this is
before anything happens. If you would like us to review your covers
then please talk to your Polson Higgs Advisor or contact Polson Higgs
Insurance Services on 03 3720 346 or email lachie.gunn@ph.co.nz

Has ACC overcharged you?

When you receive your ACC invoice,
have you found yourself asking any of
these questions?

* What exactly am | paying for?
* How do I know this invoice is correct?
* Am | getting the best cover for the best price?

Polson Higgs is able to provide a full range of ACC
Support Services to our clients. We can manage
your ACC by receiving your ACC invoices and
checking they are correct before forwarding them
to you for payment. We can look at your ACC
cover as a whole and suggest ways to maximise
the benefits and minimise the costs.

We are able to assist with the review and
reassessment of historical invoicing errors by ACC.

In our experience of providing ACC Support
Services to clients, we have found four common
situations where more ACC has been paid than
necessary. ACC has no time limit on allowing
reassessments and providing refunds. If you think
your situation may fit one of these areas, please
give us a call and we'll check the details with you.

1) ACC CoverPlus invoice for self-employed
people (an orange invoice). Where ACC liable
income is a loss greater than $1000, ACC has
been assuming the employment status is full-time,
even if it has previously been recorded as part-
time. By changing the status to full-time, you
become liable to pay the minimum level of cover.
If you work part-time i.e. less than 30 hours a
week, you have no obligation to pay any ACC.

EXAMPLE A farming couple has a partnership
that makes a loss of $20,000. The wife's share of
the loss is $10,000 and she helps out on the farm
for 20 hours a week. ACC will change her status
to full-time and assess her on the minimum level
of liable income ($26,000). An invoice will be
issued by ACC for about $1500, when she has
no obligation to pay any levies as she worked
part-time and recorded a loss.

2) Choosing the right Classification Unit. If you

are a partner or shareholder employee of a
business, your ACC classification unit can match
your activity in the business rather than the business
ACC classification unit. This sometimes allows for
a classification unit with a lower value to be used
when levies are invoiced.

EXAMPLE A husband and wife run a supermarket
and are both shareholder employees of the
company, receiving a salary of $70,000 each.The
husband works in the office and on the shop floor,
so his correct classification unit is the business
classification of supermarket and grocery stores,
with a levy cost of $1.80.The wife works in the
office and, if she applies for ACC CoverPlus Extra,
she can choose a classification unit of office
administrative services with a levy cost of $0.36.
This will result in a net saving of $1008 each year.
If the business is a partnership, there is no need
to apply for ACC CoverPlus Extra to choose a
different classification unit.

3) Not paying more than the maximum. The
ACC maximum level of liable income is currently
$106,473. If you have received total income for
2011 over the maximum and from more than
one source, you may have been over invoiced.

EXAMPLE A doctor is employed by his company

and receives a shareholder salary of $100,000.
ACC levies are invoiced to the company on this
amount. The doctor also works for the hospital
and receives $100,000 in wages, with ACC
deducted from these wages by the hospital. The
doctor's total income has exceeded the ACC
maximum but each employer's ACC amounts will
appear correct. ACC need to be advised in writing
to make a reassessment of all ACC levy's paid
and issue credits to each employer.

4) ACC CoverPlus Extra and Shareholder
Remuneration. If an agreed level of cover is
provided by using ACC CoverPlus Extra, there is
no longer an obligation to pay ACC on the
shareholder salary paid by your company.

EXAMPLE John has ACC CoverPlus Extra for
$50,000 and receives shareholder remuneration
from his company of $100,000. As ACC have not
linked his ACC accounts correctly, John has
received an invoice for $50,000 of liable income
and the company has also received a shareholder
employee invoice for liable income of $100,000.
The company should not have been invoiced.

If you require more information about your ACC
obligations, please contact Johnathan Brass, 03
479 4842, johnathan.brass@ph.co.nz

committed to building better business



Always more to learn

Learning should happen constantly; on the job, through
coaching and mentoring and professional development
courses. One of our goals at Polson Higgs is to help
our clients improve their business by providing them
with the tools and practical knowledge they need.

We aim to deliver the best development solutions for
our clients' businesses and respect that their time is
valuable. With this in mind, we can customise learning
programmes to specific needs and hold programmes
in-house where appropriate.

Key benefits of customised programmes

* Training times crafted around your schedule.

* The ability to address specific employee training
needs.

* Reduced travel time with on-site training.

» Convenience. Programmes are delivered at a time,
location and pace that fit in with your business
schedule.

» Everyone gets the same story, which helps to
improve some processes across an organisation.

» More cost effective than public courses.

Some of our in-house programmes proving particularly
popular are:

* Performance management.
* Business Models.

» Coping with stress.

* Strategic Planning.

Some clients ask "What if we invest money in our staff
training and development and later some of the staff
leave?" The answer is simple - what will happen if you
don't develop your people and they stay?

To learn more about our professional development
programmes and discuss the best fit for your company,
please contact us at training@ph.co.nz

Recruitment tool a real coup

Polson Higgs is developing a new web-based talent
management system, designed specifically for the
business environment.

This system allows us to help you find, hire and retain
the best people and take control of your recruitment.
Administrative time is reduced, cutting time to hire,
reducing overall advertising costs, and guaranteeing
robust recruitment processes.

UPDATE

Important reminder

The Employment Relations Act now requires every
employee to have a written employment agreement.
This can be either an individual agreement or a collective
agreement. Employers are required by law to retain
a signed copy of the employment agreement or the
current signed terms and conditions of employment.
The employer must retain the "intended" agreement
even if the employee has not signed it. Employees are
entitled to a copy on request.

If you need help to ensure you comply with this
legislation, our Human Resource Consultants are able
to assist you with this. Please contact Alisha Ross or
Ross Hanson in our Dunedin office, 03 477 9923.

Christchurch clients

We now have two car parks available for our
Christchurch clients to use when they meet with us.
These are located at Wilsons car park, 82 Gloucester

In such a competitive people market, it is important
to view such technology with the value it will provide
around growing a talent pool network and allowing
internal referrals to be recognised.

For further information please contact Ross Hanson,
Human Resources Leader and Senior Consultant,
Business Services Group - 03 474 9708.

Street (next to Santorini Restaurant).

Please note that the two client parks are signposted
as Polson Higgs Visitors and are available on a 'first in
first served' basis. We appreciate your consideration
in sharing this space with others throughout the day.

Senior appointment

Dunedin partner Stephen Higgs has recently been
appointed as chairman of Motor Trade Finance, a
nationwide vehicle finance network, providing direct
access to finance for consumers and small to medium
business. He is also secretary of CRT. Stephen plays
an active role in the governance and management of
many business clients, large and small.

CRT card

A 2% rebate applies when you pay your Polson Higgs
account using your CRT card. To make these
arrangements, please contact Helen Connor at Polson
Higgs, 03 474 971 1.

Accounting for non-accountants

We regularly hold short courses for business people and administrators keen to understand what their
financial statements can tell them about the key drivers in the profitability of their business. These half
day seminars are suitable for people with limited or no accounting knowledge who want to understand
the make up and meaning of their figures in order to use accounting information for improved decision
making in their business. The next course will be in Christchurch, November 5. Contact Alisha Ross,
03 477 9923, alisha.ross@ph.co.nz for more information.

DIRECTORY OF SERVICES

The services offered by our divisions
include:

BUSINESS SERVICES
AUDIT/ASSURANCE
TAXATION
INFORMATION TECHNOLOGY
WEALTH MANAGEMENT

RisK & INSURANCE

Business Consulting Group
HUMAN RESOURCES

MARKETING
BUSINESS INTELLIGENCE

TRAINING

CONTACT DETAILS

Christchurch

T 03 366 5282
E info@ph.co.nz

F 03 366 4254

W www.ph.co.nz

PARTNERS

Frank Burgess - Taxation

Geoff Bolderston - Business Services
Phillip Roth - Business Services, Consulting

Michael Rondel - Audit & Assurance,
Consulting

Noel Walton - Business Services

Frazer Weir - Business Services

ASSOCIATE
Brian Clarke - Taxation

Ashburton

127aVictoria Street,Ashburton
T 03 307 2482 F 03 477 9795
E info@ph.conz W www.ph.co.nz

DIRECTOR
Byron Pearson - Audit & Assurance

Dunedin

T 03 477 9923
E info@ph.co.nz

F 03 477 9795

W www.ph.co.nz

PARTNERS
Stephen Higgs - Business Services

Graham Crombie - Audit & Assurance,
Consulting

Tim Dunn - Business Services

Steve Dunbar - Business Services,
Insolvency

Michael Turner - Taxation

Henry van Dyk - Business Services

DIRECTOR
Rhodes Donald - Wealth Management

Lachie Gunn - Insurance Services

ASSOCIATE
Carole Greer - Audit & Assurance

(Disclaimer: Polson Higgs and its staff do not accept any
responsibility for any errors or omissions, or for any loss resulting
from reliance on, or the use of, the information contained in
this newsletter. The information is of a general nature only,

and is not a substitute for financial or other

professional advice. For personalised financial advice
Printed on 100% recycled material j> '])
-

we recommend you contact us.)
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tax update

Repeal of Gift Duty - what are

the issues?

The repeal of gift duty has just come into effect,
providing an opportunity for people to deal with
debts in their lifetime and possibly bring forward
some of their overall goals.

Likewise, issues such as relationship property,
creditor protection, possible accrual rule income
and rights under the family trust, will need to be
considered before making a decision to gift

G ‘ ‘ amounts from now on.
While gift duty itself collected very little tax, and

most people have probably never paid gift duty,
it has influenced behaviour for many years.

Key considerations

* Overall objectives with family debt.
Many business people will be owed money from
family members or family trusts and will have

provided for the forgiveness of these amounts  « Do |oans provide a flow of funds for future
in their wills.

* Advantages of having amounts owing.

security?

However, the decision to gift off amounts should  « Dg |0ans provide protection to the family
not simply be driven by the repeal of gift duty
as there may be other tax or commercial

from errant children and possible future

relationship property issues?
consequences. In particular, while a loan is

outstanding, the lender has the right to call for
capital repayments and this provides a mechanism
for ensuring a flow of funds as well as perhaps
a degree of control over the operation of the
entity that owes the money.

* What advantages are achieved by forgiving
debt now?

To discuss these issues please call your Polson
Higgs advisor:

Trust structures

Following the Supreme Court ruling that two Christchurch orthopaedic surgeons, lan Penny and
Gary Hooper, paid themselves unrealistically low salaries to avoid paying the 39 per cent tax rate,
we are considering the implications for clients, and watching what further moves the IRD make.

The implications of the case could be significant as it opens the door for the IRD to look at many
businesses. However, taxpayers should not over-react. Minister of Revenue Peter Dunne has said
that small businesses would not come under "intense scrutiny” as a result of the decision.This remains
to be seen.

IRD will need to carefully consider the decision and how far it reaches. It has already said that cases
of this nature, where salaries are low, are not automatically tax avoidance. A number of factors need
to be considered when setting salaries including the businesses financial situation and the need for
capital.

If you are concerned about your structures, please call us.

LT by
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Canterbury
Earthquake
Tax
Changes

The recent Taxation (Tax Administration
and Remedial Matters) Act 201 | covers
both guidance and relief to those who
have lost their property in the Canterbury
earthquakes and aftershocks.

Applying to both the Canterbury
earthquakes and future events, it clarifies:

* The timing of when loss of profits
insurance payouts become assessable
for income tax - the earlier of payment
made or a reasonable estimation of
the claim.

* The timing of when the actual disposal
of the asset for depreciation purposes
- changed from the date of the event,
to the date when the payment of
insurance proceeds can be reasonably
estimated.

Applying only to the Canterbury
earthquakes and aftershocks, the Act
approved the rollover of depreciation
recovery on assets destroyed. This
provision covers plant and equipment,
fixtures and fittings, leasehold alterations
and buildings.

Previously, there would have been a tax
cost to the owner on the difference
between the book value of the asset,
and the net proceeds from insurance,
where the insurance proceeds were
effectively treated as the sale price of
the asset. Property owners in this specific
case are able to apply the difference over
the replaced assets within CERA's
jurisdiction and certain timeframes and
other criteria are met.

Please contact your Polson Higgs advisor
if you have any questions.

committed to building better business




