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JUNE 2016better business
WINTER IS COMING
Welcome to our winter edition of Better 
Business.  After a fantastic and prolonged 
summer, winter is now really starting to bite!   
It has been a tough year for many of our clients 
in the rural sector who have gone into winter 
after a long and dry summer.  

Last month I attended and hosted a session 
at the Chartered Accountants Primary Sector 
Conference which was held here in Dunedin.  The 
difficult climatic conditions, along with the much 
publicised fall in the forecast dairy pay-outs, was 
touched on in many of the sessions that were held 
as part of the conference.  

Primary industries in New Zealand still play a 
fundamental role in New Zealand’s economy, 
accounting for around 6% of real GDP and just over half of our 
export earnings, so issues facing this sector of our economy do 
have a significant effect on our day to day lives.  Many other 
business are linked either directly or indirectly to this sector so 
there is a trickle-down effect on business in general.  

It is generally accepted that businesses are often managed better 
in tough times than they are in the good times.  Good financial 
management is even more critical in tough times and often the 
hard decisions that you may have been avoiding will need to be 
made. You cannot make some of these decisions without having 
good information and your advisor here at Polson Higgs can help 
you with this.  Regular and timely reporting on the financial side 
of your business is critical in this area, and in wider commercial 
decision making, Polson Higgs is certainly keen to assist you.

Of course this 
should be a 
focus for your 
business in 
good times 
and in bad.  
If you have 
the systems 

in place with regular reporting and monitoring, having identified 

the key performance indicators (KPI’s) of your business, and have 

a well thought out budget against which you report, you will be 

in a far better position than your competitors.  You will not only 

produce better results, but will also be better able to quickly and 

efficiently take advantage of the opportunities that you identify 

or that present themselves.

Polson Higgs is always keen to work closely with you to help you 

manage through all of the economic seasons you will face. With 

the rapid progress of technology and the information that is now 

available to us at the touch of a keypad, we are well placed to 

be able to assist you with the financial information necessary for 

your business and, more importantly, to assist you with making 

the best decisions to ensure you and your business achieve the 

success you deserve.

Carole Adair
Associate
Email carole.adair@ph.co.nz
DDI  03 474-9731

It is generally accepted 
that businesses are 
often managed better in 
tough times than they 
are in the good times.
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business and most closely concerned with cashflow. 

Their customers know them so a phone call from a 

business owner carries weight that a call from the 

office assistant just doesn’t have. 

However, while tempting, it is not best use of your 

time to chase bad debts. Much better for you to be out 

there, growing the business, pulling in new customers. 

And separation is essential between your relationship 

with your customers - which you want to be as good 

as possible - and the ‘dripping tap’ approach which a 

good debt manager should have. 

Train your debt manager to be systematic. Scripts for 

regular follow up calls and templates for emails and 

letters work well. Whoever takes on the task might well 

hate making the calls just as much as you do. Turn this 

around. Go over the script and prep your debt manager 

with all the payment options your business offers.

Make it easy to pay. Customers are your favourite 

people. You want them to feel great about your business. You don’t 

always know what’s happening for them but you want to make it 

as easy as possible for them to pay you and continue to enjoy your 

awesome products and services. Offer payment plans. 

Have a plan B. Set a time 

limit for when you turn 

debts over to a collection 

agency. If all else fails, 

know when to write off a 

bad debt and record this 

clearly for your year-end 

figures. But before that, systemise your debtor management so you 

know that you have done all possible to unlock the funds you have 

tied up in debtors.

If you require assistance with setting up a debtor management plan, 

or putting policies and procedures in place, please contact your 

advisor at Polson Higgs.

Cash flow management is key to the success and efficiency of 
your business. Below are some tips to help you stay on top of 
managing debtors.

Be upfront with your trading terms. Let your customers know as 

early as possible about your terms of trade and bill promptly after 

product delivery or work completed. This makes it easier to contact 

clients to follow up on unpaid bills.

Manage credit risk. Wherever possible, if it’s appropriate for 

your industry, run a credit check before you offer credit. Or ask 

customers to complete a credit control application.

Stay on top of your debtor ledger. Review it frequently and sound 

the alert on overdue payments.

Do the numbers. Work out how much money you have currently 

tied up in payments pending and then, on average, how long it 

takes you to collect debt in your business. These are the numbers 

you continuously want to reduce. Let your team know that these 

are achievable goals.

Have a system. Delegate the task and give your debt manager the 

tools to make it work. Too 

often debt collection ends 

up back with the business 

owner simply because 

they are the one most 

passionate about their 

Keys to managing 
debtors

However, while 
tempting, it is not 
best use of your time 
to chase bad debts. 

Henry van Dyk
Partner
Email henry.vandyk@ph.co.nz
DDI  03 474 9707

Customers are your 
favourite people. 

You want them to 
feel great about your 

business.
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In Amsterdam, just on the outskirts of the medieval city lies a 
canal.  On the edge of that canal sits Herengracht, one of the 
most prestigious neighbourhoods in the city, built in the 1600s at 
the start of the golden age of Holland.  Over time it has housed 
wealthy financiers, slave traders, diamond cutters and the like.  It 
has always been considered a premium area, in one of Europe’s 
most prosperous cities. 

Dr Piet Eichholtz, a professor at Holland’s Maastricht University, had a 
novel idea.  As the Dutch are such meticulous record keepers, he should 
be able to construct a time series going back 350 years which showed 
the change in the value of housing, adjusted for inflation, using the 
neighbourhood of Herengracht as the basis.

We’ve all heard the refrain, adopted as fact, that property is a great 
investment.  With that in mind, what do you think the 350 year 
investment return on housing in Herengracht has been?  Over the 
complete 350 year period, housing in Herengracht has achieved a total 
return of (drum roll please) 250%!  That’s a mere 0.2% real return per 
annum after accounting for inflation. 

In an interview with the New York Times  Dr Eichholtz said, "There is a 
myth which says that real estate values go up significantly over time, 
and that this is especially true for central city locations.  

Perhaps this is simply a Dutch problem.  Maybe in other, newer 
economies, we would find a different result. Actually, no. 

Dr Robert Shiller won the Nobel Prize in Economic Sciences in 2013, 
in part for his work on a long run housing index for the United States 
going back to 1890.  Apparently, Americans aren’t as meticulous record 
keepers as the Dutch so he couldn’t go back further.  However, that still 
provides us with 125 years of data. 

What did Shiller find?  In the 100 years from 1890 to 1990, property 
prices in the United States were virtually unchanged on an inflation 
adjusted basis.  

From around 1995 through to the mid 2000s prices went up sharply, 
and then dropped back to the inflation adjusted point. 

In real dollar terms, the price of housing declined from 1900 until 
roughly the end of World War II.  Economists at the time felt that was 
perfectly normal.  Shiller explains in an article in USA Today,

"Well, I think you have to reflect on the fact that it's done it before.  
Home prices declined for the first half of the 20th century [adjusted for 
inflation].  Economists discussed that back then.  Why are they going 
down?  The conclusion was...of course home prices go down. There's 
technical progress.  They are a manufactured good.  Back in 1900, 
homes were handmade, you know, [by] craftsmen.  But now, in 1950, 

A long term lesson in 
residential property

we can get all kinds of power tools 
and prefab."

Reflecting on the 100 plus years 
of data his housing price index 
represents, Nobel Laureate Robert 
Shiller concludes, “To me, the idea 
that buying a home is such a great 
idea is just wrong.  They may very well decline for the next 30 years in 
real terms." 

Could that possibly be true?  Here are a few of Shiller’s reasons for 
thinking so:

1. It’s happened before.  Anytime, anywhere we have enough data, 
we’ve seen it happen.

2. Homes go out of style.  In USA Today he comments, “What kind of 
houses will they be building in 20 years?  They may have lots of 
new amenities.  They will be computerized or something in some 
way that we can't anticipate now.  So people won't want these old 
homes."

3. By just owning a home, you are not adding real value.  What adds 
value is building a new home or improving a home; leaving a 
home simply sitting on a section isn’t adding new economic value.  
If that worked, why would any business bother to innovate, 
engineer and improve their products and services?  Instead, they 
would just buy old stuff and hold on to it. 

Of course, Shiller’s index tries to take account of the two key points 
that confuse most of us when thinking about the value of housing.  The 
first is the improving nature of the housing stock.  The average home in 
New Zealand just keeps getting bigger.  According to the New Zealand 
Treasury, new dwelling floor area has increased from about 110m² in 
1974 to just under 200m² now.  You have to pay more for a much larger 
living space, but we shouldn’t confuse that with an investment return. 

The other factor Shiller accounts for is inflation.  Sure, Grandma may 
have bought her two bedroom home for £3,000 in 1955.  £1 in 1955 
would have bought what $50 buys today, so, all things being equal, 
that home should be worth $150,000 today just accounting for inflation 
alone.  Of course, this doesn’t account for the significant money 
Grandma poured in over the years, into new roofing, flooring, paint, 
carpet, etc.  It also assumes she didn’t have to address any major 
structural issues along the way.

Rhodes Donald
Wealth Management 
Email phwealthmanagement@ph.co.nz
DDI 03 474-9735

...prices went up 
sharply, and then 

dropped back 
to the inflation 
adjusted point. 
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simple low cost mechanism to claim legitimate business motor 

vehicle costs.

Another proposal in respect of motor vehicles is to remove the cap 

on IRD mileage rates for calculating deductions for personal vehicles 

used for business, and introduce a standard rate for home offices. 

For motor vehicles, this is an extension to the existing IRD mileage 

rates which are currently restricted to vehicles used less than 

5,000 km per year. IRD will introduce two rates, the first intended 

to cover fixed costs and a per kilometre cost up to say 5,000km, 

with a second rate applying to business kilometres above this that 

covers variable costs only.  A three month log book will continue 

to be used to establish the business use percentage. Home office 

deductions would be treated in a similar way, by providing a single 

rate representing the average cost of utilities per square metre 

apart from rental, rates and mortgage interest costs, which would 

be claimed as a deduction on the actual cost. 

In some instances the outcome from using the new IRD standard 

rates may eventuate in a smaller deduction for taxpayers, and 

this is clearly acknowledged by IRD. However these are in essence 

simplification measures, not tax saving changes, which is why the 

methods proposed are optional. 

Assuming these proposals get enacted as intended, and given they 

are taxpayer friendly in the main and intended to have application 

before the next general election, this seems highly likely. It will be a 

matter of deciding what option best suits you.

In April the government suggested some tax simplification 

measures in a pre-budget announcement. Most of the attention 

has focussed on the major changes to the provisional tax regime, 

in which a new “pay as you go” option will be introduced, 

eliminating IRD use of money interest. In addition the start date 

for IRD use of money interest for people using the standard uplift 

method has been delayed until the third instalment.  However 

some of the other changes in relation to the use of motor 

vehicles are worth a closer inspection. 

One change proposed is for close companies who provide a motor 

vehicle to their shareholder-employees. Where the shareholder-

employee of a company utilises a vehicle for private purposes, a 

different tax outcome applies compared with a similar business 

being run as a partnership or a sole trader. Private use of a vehicle 

as a partner or sole trader is simply apportioned according to its 

use, while a business using the company structure will be required 

to go through a complex calculation to establish what FBT is payable 

on the availability (rather than use) of the motor vehicle.

The proposal seeks to 

align the tax treatment 

of motor vehicles, by 

extending the provisions 

for sole traders and 

partnerships to close 

companies, who only 

provide the use of 1 or 2 

cars to their shareholder 

employees. Where 

the new option is selected, the private non-deductible portion of 

the expenditure will not be treated as a deemed dividend to the 

shareholder-employee.

Historically, shareholder-employees could minimise FBT issues by 

shifting the ownership of the vehicle from the company to the 

shareholder-employee and utilising “flip-flop” and “nine to five” 

leases, to claim deductions for expenditure on the vehicle effectively 

giving a log book type deduction. In 2006 the IRD brought in new 

legislation to treat leased vehicles like owned vehicles and imposed 

FBT on these flip flop leases. Since the change, an alternative 

method has been to simply reimburse shareholder-employees for 

business use of their own motor vehicle, which generally would 

produce a better alternative to paying FBT. However under this 

approach there is only a limited ability to claim GST. This initiative 

has IRD stepping in the right direction in regards to motor vehicle 

use for small companies, and will return us to having a relatively 

However these are in 
essence simplification 
measures, not tax 
saving changes, 
which is why the 
methods proposed 
are optional.

New rules for vehicles 
will be well received

Michael Turner
Taxation Services
Email michael.turner@ph.co.nz
DDI  03 474-9706
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Donna Hall
Business System Solutions Manager
Email donna.hall@ph.co.nz
DDI 03 479-4810

business  
in the 
cloud

Xero Subscription 

Annual Financial Statements

Income Tax Return

Year end meeting with Advisor

Mid-year meeting with Advisor 

GST Returns (completion or review)

Two monthly review of Xero Ledgers

Two monthly Management Reports

Two monthly KPI Trend Reports  

Regular business related articles

Annual Budget and “What if” analysis

Custom Setting of KPI’s

Two additional Meetings with Advisor

Human Resources audit of policies and practices

 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Peace of Mind
Designed with small 
business in mind. In this 
package we complete all 
your annual accounting at 
an agreed price giving you 
complete peace of mind. 

On the Pulse
This package has been 
developed to meet your 
fundamental business 
requirements. Providing 
proactive updates on your 
business performance so 
you can keep your finger 
on the pulse.

Virtual CFO
Our premium package is 
designed for those wanting 
to get the best out of their 
business. We provide full 
annual accounting, two 
monthly reporting and also 
offer a range of business 
support tools to allow us to 
work with you to increase 
profit and strategically 
plan growth.

Location 139 Moray Place, Dunedin 9016 

Postal PO Box 5346, Dunedin 9058, New Zealand 

Phone 03 477-9923

Fax 03 477-9795

Email betterbusiness@ph.co.nz

 www.ph.co.nz
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*Includes one tax return, meetings will be with the appropriate members of the Polson Higgs team, price valid for the first year.

At Polson Higgs we offer customised 
packages to suit your business needs.  
In today’s fast changing business 
environment it is vital that you 
understand the financial position of 
your business.  With regular meetings 
and financial reports our clients are 
able to react in a timely manner.  If 
you would like to discuss how a Better 
Business package can help you, please 
contact your Polson Higgs Advisor.
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Ransomware is malicious software (malware) that literally can 

hold an organisation to RANSOM by infecting a computer network 

and encrypting some or all organisational data within. Data is held 

until a ransom payment is made.

This insidious threat has been around for several years but has 

resurfaced with a vengeance in 2016. Nevertheless, little is heard 

about actual instances of infections as organisations are not too 

keen to publicise a breach of their IT 

security and exposure of confidential 

data. 

So why do organisations pay the 

ransom? The simple truth is they 

have no other way of getting their 

data back. Backup systems may be ineffective, internal IT security 

measures weak and staff are uneducated on threats.

“Locky” is the latest and most common ransomware threat. Locky 

is usually delivered via an email attachment containing a Microsoft 

office document. Once the infected attachment is opened, Locky 

starts encrypting files on the local computer, the network and then 

scrambles all the filenames. The first time user becomes aware of 

the virus is when they receive a message user with the ransomware 

demand.

Some guidance around managing and mitigating the risks 
from ransomware
• Install and maintain up to date anti-virus/anti-malware software

• Keep your operating systems up-to-date and patched

Ransomware
Holding your data for RANSOM!

• Disabling or restricting macros inside Microsoft files

• Provide end-user IT security education 

• Avoid clicking links or opening attachments via email from 

people or companies you don’t know

• Regularly backup your important files and use multiple targets in 

your backup strategy. For example, backing up to cloud storage.

It may be a little surprising to see user education is a strategy for 

managing these types of threats but generally staff education is 

the key. The overwhelming majority of malware infections like 

ransomware happen when an end user clicks on an attachment or 

suspicious website link that starts off the whole infection process.

The real key to overcoming a Ransomware infection is to have good 

backup systems that store data in a state where it can be retrieved 

quickly and readily. This means that backup systems must be tested 

regularly and in particular the testing of restores from backup. Too 

often we find that businesses have reasonable backup systems but 

never test the restore of data until it is absolutely needed when they 

find their backups were ineffective or not working in the first place.

Data is held 
until a ransom 
payment is 
made.
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Shane Boyle
Information Technology Manager
Email shane.boyle@ph.co.nz
DDI   03 474-9710
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Something new is brewing in Christchurch and Polson Higgs is 
right behind the venture.

Tracy Tai and Nick Jenkins, were both working for the Christchurch 

City Council – Tracy as a community recreation advisor and Nick as a 

leasing consultant – but they were keen to set up their own business.

Living in the western suburbs of Christchurch, they spotted an 

opportunity to establish a café in one of the city’s newest retail 

precincts, Spitfire Square, on Christchurch International Airport land 

in Memorial Avenue, the main route linking the city and the Airport. 

(The Square is named after the replica World War Two Spitfire that 

has been relocated to the site after it was in the way of a road 

development at the nearby Airport.)

“We noticed the western side of the city developing quite quickly 

after the earthquakes, and the lack of cafes near the Airport,” 

Tracy explains. “My parents had a hospitality background so it’s 

not unfamiliar territory for me, and we both love food and coffee. 

Initially, a lot of people didn’t see the potential for this particular site 

but we did our homework and saw a lot of developments coming up 

over the next few years.” These include the Western Corridor road of 

national significance, which provides access to the Airport for people 

and freight from throughout Canterbury and the South Island.

Tracy says that they opted to open one of The Coffee Club franchises 

because of the company’s near 30-year track record and its reputation 

for quality. “We did our research on the company and found that they 

had won quite a few awards.” The Coffee Club began in Brisbane in 

1989 and has grown to more 

than 400 outlets in eight 

countries. The franchise 

expanded to New Zealand in 

2005, and the Spitfire Square 

café, which opened in March, 

is The Coffee Club’s 58th café 

in New Zealand.

The Coffee Club 
Spitfire Square

In addition to the “good food, great service, excellent coffee”, which 

is The Coffee Club’s mantra, the Spitfire Square café boasts alcoholic 

beverages, indoor and outdoor seating for 120 people, plenty of free 

parking, and up-to-date arrival and departure boards electronically 

linked to the Airport so that customers can keep an eye on flights. 

“People keep telling me they especially come in here for our coffee,” 

Tracy says.

The café is open from 6.30am to 9pm seven days a week. Tracy 

says that she and Nick, who is still working full-time for the Council, 

have been putting in long hours getting the business up and running 

but they have taken on 18 full-time or part-time staff to ease the 

workload. Their customers are a mix of locals, particularly at the 

weekends, and people going to and from the Airport. Among Spitfire 

Square’s other early retail attractions are a supermarket, pharmacy, 

fitness gym, and a variety of food outlets.

When it came to choosing a firm of business advisors to take care 

of their accountancy requirements, the couple worked on the “who 

you know” principle. “I went to school with one of the accountants at 

Polson Higgs, and I knew him quite well. When you get into business, 

you need someone you can trust. This is everything we have so we 

certainly want someone we can rely on to look after our business 

for us and do what they are supposed to do,” Tracy explains. “They 

are a Gold Partner with Xero and they do quite a lot for us with 

accountancy services and were a great help from the beginning with 

assisting us to review business plans in respect of a franchise model.”

Tracy says that working with a firm in another city makes no real 

difference. “Most things can be done via emails these days. Polson 

Higgs have established a relationship directly with our head office, 

and they already held a relationship with our bank and lawyers, 

which enabled a seamless flow of information, meaning I don’t have 

to be the go between. Nothing is too hard for them, and they are 

always willing to help, so working with them is great.”
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Partners
Business Advisory  Stephen Higgs
 Steve Dunbar
 Tim Dunn
 Henry van Dyk
Taxation Services  Michael Turner

Business Advisory
Associate  Carole Adair
Consultants Philip Broughton 
 Jim Reay 
 Hamish Walker

Accounting Solutions Jamie Reidie
 Jenni Redding
 Alison Glover

Business Systems Solutions  Donna Hall

Information Technology  Shane Boyle

Payroll Services  Michelle MacDonald

Human Resources  Julia Connor

Training  Paul Galloway

Wealth Management  Rhodes Donald

POLSON HIGGS LAUNCHES NEW WEBSITE
Polson Higgs partnered with MYTH 

for the design and build of a new 

website. The key focus was to 

create a clean, modern and unique 

website to reflect the reliable and 

trustworthy reputation of our 

brand ‘Real People, Better Business’.

Myth managed the creative 

execution strategically, developing 

the campaign theme “there when 

it counts”. A number of key photos 

were taken in varying settings to 

express the unique character of 

Polson Higgs and its people. The 

team photos are a particularly interesting feature with staff dressed wearing dark colours 

against a lighter background.

The website has been built with a responsive design interface meaning it is more easily 

accessible from a variety of devices including tablets and smartphones, recognising the 

technology environment in which clients reach our website.

Visit our website at www.ph.co.nz 
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RANFURLY RURAL GOLF CLASSIC
Polson Higgs sponsored the Ranfurly Rural 

Golf Classic again this year. This is one of 

the main fundraising initiatives run by the 

Ranfurly golf club which is well supported by 

rural suppliers including Polson Higgs. 

Representing Polson Higgs this year were Jared 

Campbell from Wealth Management and David 

Hogue from advisory services. The team headed 

to Ranfurly with team manager and sober driver 

Hamish Walker. It was a classic Central Otago 

day for golf, clear blue skies, a light frost and 

snow on the hills. This proved to be a good day 

for both the golf and the socialising. 

David ended up finishing second overall and 

took home a chainsaw for his efforts. There is 

no need for any Christmas or birthday presents for him this year. 

	  

NIU SILA GOES TO RANFURLY
Polson Higgs has long 

been a keen supporter 

of the arts and a sponsor 

of the Fortune Theatre in 

Dunedin. Late May we had 

the pleasure of sponsoring 

the hilarious theatre 

production, Niu Sila, held 

in the Ranfurly Town Hall. This was well received by the local crowd and it was a great 

opportunity to share a laugh or two with our clients in the area. A big thank you to  

Fortune Theatre who continue to be a valued business partner and for making events like 

this a possibility.


