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MARCH 2019 NEWSLETTER 
 

The 31st of March completes another financial year for 
most of our clients & we accordingly enclose for your 
completion, our annual Client questionnaire.  This is a 
requirement of the Institute of Chartered Accountants & is 
also helpful to ensure that we correctly calculate your 
taxation position.  If there have been any changes to your 
business or personal circumstances please note these on 
the questionnaire so that our records can be updated. 

The “team” are ready for the onslaught of the next few 
months & we pride ourselves on timely completion of 
Financial Accounts.  We expect to turnaround your work 
inside eight weeks to provide you with timely reporting & 
plenty of planning time for those tax payments, provided 
we get all relevant information particularly in relation to:- 

• Mortgages & HP agreements 

• Asset purchases & sales 

• GST worksheets & adjustment reports 

We ask that when we have forwarded completed 
accounts to you, & you are happy the information is 
correct, that you return the signed tax returns to us as 
soon as possible.  Every year we spend considerable time 
“chasing” clients for these. We cannot file your tax returns 
until you authorise this; which delays any tax refunds due 
& finalising our reporting to you. 

ITEMS TO BE AWARE OF 
 

PAYDAY FILING 
From 1 April 2019, payday filing becomes compulsory. 
This means you must file your employer schedules every 
time you pay an employee (rather than once or twice 
monthly).  

We have endeavoured to contact all clients that will be 
affected in order to ensure you are ready for this change. 
However, if you feel there is something you don’t 
understand or need help with, we are here to assist. We 
do also offer payroll services, so if you want to wash your 
hands of this task, appoint the experts. 

MINIMUM WAGE INCREASE 
The minimum adult wage increases from $16.50 to $17.70 
per hour from 1 April 2019. Government has signalled 
further increases to $18.90 from 1 April 2020 & $20 from 
1 April 2021. 

The starting-out & training minimum wage also increase 
to $14.16 to remain at 80% of the adult minimum wage.  

PAYING IRD BY CHEQUE 
IRD is no longer accepting post-dated cheques as a 
means of payment. If you are still sending IRD post-dated 
cheques, it might be time to join the digital revolution and 
pay electronically. 

RING-FENCING RENTAL LOSSES 
While we are yet to see final legislation (which may be 
some time off yet), Government is proposing to “ring-
fence” losses from residential properties, with application 
from 1 April 2019. The intent of the proposals are to 
prevent owners of residential property offsetting these 
loses against other income, which has the effect of 
reducing their taxable income (and in many cases, results 
in a refund of PAYE). 

We expect that these rules will be enacted into law in 
substantially the same form as the proposal. This means, 
losses from residential rental properties will not be able to 
be offset against your other income from 1 April. However, 
where you have a portfolio of rental properties, you will be 
able to offset losses from profits within the portfolio. 

To find out more about these rules and how they apply to 
you, please contact us. 

CAPITAL GAINS TAX 
If you are unaware of the debate surrounding the potential 
introduction of a Capital Gains Tax (CGT), I don’t know 
where you have been hiding. 

The Tax Working Group has now issued its final report, 
recommending a fairly comprehensive CGT that exempts 
the family home. Many have commented that the 
recommendations, if adopted, would establish one of the 
harshest CGT regimes in the world. Of course, 
Government is yet to publicly comment on the 
recommendations and what it would look to implement (if 
anything). 

Our view is that it is likely a Labour Government will adopt 
some of the recommendations. However, to gain both 
political and public support, it is likely to ‘water down’ its 
policies, in particular the tax rate that would apply to 
capital gains as well as further exemptions. 

We will keep you updated and provide further information 
once Governments position is known. 
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BRIGHT-LINE TEST 
While the bright-line test (which taxes sales of residential 
land bought & sold within 5 years) has been in force for 
some time now, we are still seeing situations where clients 
are being caught out and property sales being subject to 
this tax. 

We take this opportunity to confirm how the 5 year period 
is generally calculated, with reference to a standard sale 
& purchase of land: 

Date of acquisition: Generally the date that the title to the 
land is registered in the purchaser’s name: 

Disposal Date: Generally the date that you enter into an 
agreement to sell the property. 

As you can see, the test of the acquisition and disposal 
date differ. A common mistake is assuming the 5 year 
period will be satisfied where there is 5 years between 
settlement on acquisition and disposal – this is incorrect.  

There are also many other scenarios where the above 
rules are modified and we suggest that, if considering 
selling a property, you contact us before you approach a 
real estate agent to confirm the application of the bright-
line rules. 
BROWN & ASSOCIATES ADVISORY  
Are you aware we offer Business Advisory Services?  

Are you having cash flow issues or are concerned with 
other aspects of your business?  

We have expanded our advisory service offering! We 
have of course always been here to help you and your 
business, and we have now formalised our advisory 
offering. We have implemented additional services and 
reporting tools to help you make the best decisions and 
find new ways to identify and deal with challenges as well 
as improving business performance. You’ll get a clear 
idea on what’s bogging you down, better understand the 
frustrations and challenges you’re facing and discover the 
tools you need to set about implementing a winning 
formula to develop a business that thrives.  

We will tailor our offering to provide a solution to any 
problem. So, if you feel like you need help in any area of 
your business, get in touch for an obligation free chat.  
Where do homeless accountants live? 
In a tax shelter 
 
COMPLETE ACC SERVICE 
As a result of significant mistakes being made by ACC, 
and the fact that ACC is not generally self-correcting these 
errors, we have teamed up with Arrowform, NZ’s largest 
ACC Full Service Provider. 

Many of our clients have already made use of these 
services and we have obtained in excess of $70,000 in 
ACC refunds for participating clients. 

We were blown away at the amount recovered, and so 
have expanded our association with Arrowform so that 
they will provide a full ACC service to our clients. This 
includes such services as: 

• ACC account reviews; 

• ACC levy refund service; 

• ACC administration; 

 

• ACC management; and 

• ACC technical support, training & education. 

We will soon be writing out to you to explain this in further 
detail and the benefit of such a service.  

COMMON QUESTIONS 
We have provided information on the following topics in 
prior newsletters, however we feel justified in highlighting 
these again, as it is imperative that transactions are 
properly structured: 

INTEREST DEDUCTIBILITY 
To be able to claim a deduction for interest paid on bank 
overdrafts, loans & mortgages, the borrowings must be 
directly in relation to your business. 

A fairly common scenario that we come across is the case 
where a taxpayer purchases & shifts into a new family 
home & decides to retain the former home as a rental; it 
is usual that this requires additional borrowing. Even 
though there may be equity in the former home, the 
purpose of any new borrowing is to acquire the new family 
home & as such interest on any new borrowing will not be 
deductible against the rental income – you will be limited 
to claiming interest on the balance of the existing finance, 
as this borrowing is now for the purpose of having a rental 
property. 

We may be able to suggest ways of restructuring your 
affairs that will allow interest on any new borrowing to be 
deductible, so it is important that you talk to us BEFORE 
you undertake any sort of re-finance; it is always easier to 
consider a restructure before the event! 

RENTAL PROPERTY REPAIRS 
We are often asked why expenditure incurred in “repairs” 
on rental property are not always claimable. 

Essentially to be able to claim an expense, it must be 
directly incurred in connection to deriving rental income & 
it must also be incurred to bring the property back up to 
the standard when you purchased it. 

The tax legislation & IRD interpretation statements are 
extensive & we cannot briefly summarise them all, 
however, it is important to consider the timing of 
maintenance. 

You purchase a property for rental & immediately spend 
money on getting it ready to attract a tenant – such 
expenditure will not be deductible as it is improving the 
property & was incurred before any rental was derived, so 
meets neither of the tests above.  

You have owned & rented a property for years but now 
decided to cash up & get out. You give the tenants notice 
& after they move out you undertake repairs for damage 
they have caused as well as a general “titivation” to make 
it more appealing to a prospective purchaser. None of the 
expenditure you incur will be deductible, even though you 
can clearly demonstrate that there is no element of 
improvement; the expenditure claim fails as you are no 
longer deriving rent. 

We are here to help & provide expert advice. When 
considering any major expense, we recommend that you 
talk to us first. 
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TRAVEL BETWEEN HOME & WORK 
Generally this cost is not tax deductible. Doing “some work” 
from home is not considered enough to make this travel 
deductible.  To be able to claim this cost, the home has to 
be a significant place of work so as to constitute a second 
work place. Some of the factors making it significant 
include: 
• A large percentage of the time is spent working at 

home 
• Files are kept at home 
• There are good business reasons to work from home 
• The work done from home produces significant 

income to the business 
• The work at home is integral to the business  

Not all these factors need to be present & each case 
would need to be considered on its own merits. 

 

 
 
 
EMPLOYEE OR CONTRACTOR 
To be able to categorise someone working for you as a 
contractor rather than an employee & therefore not 
entitled to the benefits of an employee, you need more 
than a written contract for service as against one of 
service. 

IRD set out 5 tests to determine the nature of the 
arrangement (none of them definitive): 

• Do you control the “employee”? 
• What is the intention of the parties? 
• Is the contractor truly independent? 
• Is the type of work being done similar to that 

performed by other employees? 
• Does the contractor look like he is in an independent 

business? 

Factors that will be taken into account in assessing the 
arrangement may include, whether the contractor works 
for other people; whether he advertises his services; 
whether he controls the hours & times he works. 

 
 
 

 
YEAR-END TASKS 

 
BAD DEBT write offs, must physically be written off your 
debtors ledger prior to year-end.  

Therefore, to be able to reduce your debtors at year end, 
by claiming some as “bad debts”, you need to: 

• Write off the debt from the debtors’ ledger, recording 
the date this was done 

• Have made reasonable efforts to collect the debt, e.g. 
diarised phone calls & copies of letters sent 

• Have reasonable grounds for believing that you won’t 
be paid, e.g. debtor out of business. 

STOCK ON HAND needs to be valued (at cost & GST 
exclusive if you are GST registered).  An estimate is 
acceptable if you consider the value to be less than 
$10,000 & your turnover is under $1.3 million.  Any 
obsolete or deteriorated stock can be written down below 
cost if it is considered that proceeds from sale will be less. 

WAGE payments to your children who actually assist in 
your business can be made & claimed as a deduction. 
Wages must actually be paid & represent fair value; you 
are also required to deduct PAYE from their wages; as 
such the child will need to complete an IR330 declaration 
- we will not be able to account for payments made to 
children during the year, unless they are included in 
monthly payroll returns.    

If we undertake your payroll function & your kids actually 
help in your business, you will need to let us know so we 
can ensure proper documentation is maintained.   

STAFF ENTITLEMENTS such as holiday pay, service 
leave, or bonuses due & owing at year end, can be 
claimed as an expense, provided any such accrued 
expense is paid to the employee within 63 days of Balance 
Date. Depending on the timing of you forwarding your 
records, if you are aware of any staff leave to be taken 
before 2 June, or have paid staff holiday pay within this 
period, provide us with details.  

ASSET LEDGER should be reviewed to check whether 
any assets have been scrapped during the year. Further, 
a tax deduction is also permitted for any assets that are 
no longer used in the business, if the disposal costs 
exceed the tax book value. 

COMPANY SHAREHOLDING CHANGES  
Have a number of flow-on tax effects & it is important that 
you discuss any proposal to re-arrange shareholding with 
us BEFORE you proceed, as the consequences can be 
significant, these include: 

• Prior period losses may be lost. 
• Imputation credits can be forfeited 
• Tax liability crystallised for Look Through 

Companies. 

PIE/PIR RATE 
Ensure that your investments in a Portfolio Investor Entity 
are being taxed at the correct rate, which is based on the 
lower rate applicable over the last two tax years. If in any 
doubt, contact your Investment Advisor or let us have a 
look.  
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EMPLOYMENT MATTERS 

 

PUBLIC HOLIDAYS 
We get many calls from employers as to how to calculate 
employee earnings, highlighting the confusion over Public 
Holidays & who is entitled to what: 
• Only employees who work on a Public Holiday are 

entitled to be paid time & a half for the hours worked 
& they will  

• also qualify for an alternative day paid at ordinary 
rates if the Public Holiday is a day of the week that 
they would normally work. 

• The alternative holiday does not apply if the Public 
Holiday is a day of the week that the employee would 
not normally work; those employees are entitled to be 
paid time & a half if they work on that Public Holiday. 

• Employees who normally work on weekends but do 
not work on these when they are Public Holidays are 
entitled to be paid for the days at normal rates but do 
not qualify for an alternative holiday. 

• Employees who do not normally work on weekends 
& do not work on these when they are Public Holidays 
will have these days off unpaid & no alternative 
holiday. 

Please ring us if you need further clarification or 
assistance with the pay calculations. 
 

 
 

INSURANCE 
 

AUDIT SHIELD 
Many of you have received a renewal offer from us to take 
out audit shield insurance. We have submitted a number 
of claims over the last year; all were settled in full & 
promptly, as such, none of our time spent on the audit was 
charged to the client. If you haven't yet taken it up, 
wondering whether it represents "value for money", even 
a simple enquiry from IRD requesting documentary proof 
of say a GST claim can take an hour by the time 
information is located, forwarded to IRD, queries resolved 
& confirmation received that the return is accepted.  

 

Because our time is covered by insurance, we can 
potentially devote a lot more time arguing & disputing IRD 
interpretations.  

ACC / INCOME PROTECTION 
If you are in business you will be levied ACC on your net 
profit/shareholder salary, the higher your income the 
higher the ACC charge. In many cases we believe this 
method of insuring to be inappropriate, because: 
• In the case of a claim you may need to prove actual 

loss of income 
• There is no cover in the event of sickness. 
 
A better alternative may be to opt for ACC cover plus extra 
at an agreed level of cover & supplement with key person 
cover which will provide cover for both accident & 
sickness with no offsets. 

We have restructured a number of our clients’ insurances 
so as to provide for better cover at cost effective 
premiums. We will consider your ACC position as part of 
our compilation process, however if you wish to discuss 
your options beforehand, please contact us. 

FINALLY 
 
We have recruited Danielle Tinetti & Flynn Perry into our 
stable & we are still looking for another experienced 
accountant.  

We continue to sponsor the Nelson Golf Club, and the 
office Business House Golf team had another outstanding 
year, taking out the knockout competition. We are 
motivated to be involved with the local community, and if 
there is a way we can help, be sure to get in touch. 

Our business continues to grow & we say a big thankyou 
to those of you who have referred new clients & to the 
many new clients who have put their faith in us & we look 
forward to working with you in the future. 

 
 
Brown & Associates Accounting Group Limited 
Chartered Accountants 
257A Queen Street, 
P O Box 3283 
RICHMOND 
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