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Time to collect debts

We all have a lot of sympathy for the
many businesses destroyed by the Dra-
conian measures taken to stamp out
Covid-19 from New Zealand.

We have suddenly moved into a new
business environment. There are going to
be those walking a tightrope to survival.
Others will desperately try to trade with no
real hope of their business recovering.
Some of them might be your customers.

Normally, if you buy something, you pay for
it and take it away. For some businesses,
such as builders, this is not always practical.

What can you put in place to get as close as
possible to this ideal situation? I'm sure
you'll think immediately of getting deposits,
progress payments and so on.

Some businesses have to give credit on the
basis they do the job and then send the bill.
These are the ones who must focus on col-
lecting their debts as quickly as possible.
They should set their terms of payment as
short as they can and they must continually

follow up the slow payers.

Have you ever thought of following up
before payment is due?

The following is a letter received recently:
Hi XYZ,

Hope and trust that you and your family are
well and safe.

Just a friendly reminder that invoice 14068
for $2,000 is due tomorrow.

Regards . . .

We suggest you choose carefully to whom
you give extended credit. If you offer an
arrangement for payment and it's accept-
ed, look after the person who pays on the
agreed basis, but be wary of anyone who
abuses your kindness.

Constantly having to chase up to get paid
takes your time and you might be better off
without that customer, who might in due
course turn into a bad debtor anyway

Don’t let bad debts squeeze your wallet.



Offer Guarantees with Confidence

If you are going to give a guarantee, make it worthwhile
and real. No vague statements.

A guarantee takes the risk away from the buyer so you carry
it yourself. This will help you sell your product or service.

Guarantee with confidence. If you have painted a house, for
example, you would expect the paint to be good for more
than five years. Would it matter if your guarantee was for
one year or three years? There shouldn’t be any harm in
being generous.

A painting contractor offered “if anything goes wrong with
the paint within the next two years, we will come back and
fix it without charge”.

In the post-Covid-19 environment, your guarantee might be
the difference between getting a contract and missing it.
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Keep in Touch

We had been warned to prepare for a change of busi-
ness environment. It's come on quicker than
expected.

Now is the time to focus on keeping in touch with cus-
tomers or past customers and networking.

Networking? Yes, with a bit of ingenuity you could
organise this by means of internet meetings using
Zoom and similar. Have an internet drink with your
mates!

Do you always get the email address of your custom-
ers so you can send them offers?

Cafés and restaurants are going to be badly hurt by
the shutdown. If they could be sending email infor-
mation about new menus planned for could this tempt
more people to come in?
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Failure leads to severe burns

15 July 2020

Failures at a meat processing plant led to a worker suffering severe burns to
almost his entire body, says WorkSafe. TAX SOLUTIONS

Yesterday, Affco New Zealand Limited were fined $230,000 and ordered to pay Trouble paying tax?
$65,000 for failing to keep the worker safe at its Moerewa plant. Inland Revenue has announced it will

write off penalties and interest for those
In July 2018 the worker was tending to the furnace of a boiler. The worker who can’t pay their tax on time due to
opened the boiler door and a build-up of coal combusted and sent heat and Covid-19. It requests those who can’t pay
flames out and into the room. get in touch with them when they can.

However, the department asks you contin-

The worker was left with severe burns to 75 per cent of his body. He was placed ue to send in all returns on time.

in an induced coma for five weeks and required multiple surgeries and skin
grafts. He has been unable to return to work.

WorkSafe’s Acting Chief Inspector Danielle Henry said WorkSafe’s investigation
found Affco failed to ensure there was an effective system for monitoring and
supervising workers overseeing the boiler.

“This failure by Affco to support workers and keep them safe has resulted in life :Z:
changing and painful injuries for one of its workers.

“Affco had recorded several instances of excess coal build up which caused
these kinds of events and had made unsuccessful moves to rectify this. The
business should have had systems in place to ensure workers were aware of
the risk and had safe ways of rectifying the situation.

“All businesses, not just Affco, must consider how they can design safe work TAX SOLUTIONS
processes to ensure these incidents don’t occur. This includes ensuring that

workers have the knowledge, experience and equipment to do their job safely.” Binding rulings for small businesses

Inland Revenue has recognised the
system of binding rulings doesn’t work
for small businesses because it’s too
expensive.

It can be very useful putting the facts of a
case to Inland Revenue and getting agree-
ment on the tax situation, in advance.

No.tes: : Inland Revenue has introduced a new
Afine of $230,343 was imposed. scheme for small businesses in which it

Emotional harm reparation of $65,000 was ordered. will commit itself on issues relating to tax,
duty or any levy for which Inland Revenue

Affco New Zealand Limited was sentenced under sections 36(1)(a), 48(1) and is responsible. You will also be pleased to
(2)(c) of the Health and Safety at Work Act 2015. know there’s a fixed cost for this which is
$2000 including GST.

The department will tell the client how the
tax law applies to the situation and what
conditions apply.

Earlier this month Affco New Zealand was fined $46,000 under the Health and
Safety in Employment Act 1992. The charge related to an incident at the compa-
ny’'s Imlay plant in which offal squirted in a worker’s eye. The worker became
extremely ill with an infection known to be carried by animals and as a result
later required heart surgery.

Being a PCBU having a duty to ensure so far as is reasonably practicable the
health and safety of workers who work for the PCBU while the workers are at
work in the business or undertaking namely while operating the boiler did fail to
comply with that duty, and that failure exposed any individual to a risk of serious
injury arising from the operation of the boiler.

S 48(2)(c) carries a maximum penalty of
$1,500,000.




Do What You’re Good At

If you know someone who is starting in busi-
ness, you might wish to pass on this mes-
sage.

The starting point in any business is to exploit
something you’re good at. You need to have an
edge over your competitors — something you can
do better than most of them.

It's generally wise to steer clear of any industry
you’re not familiar with.
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Quick

~Frank Tibolt

When planning for a business, don’t pluck hope-
ful figures out of the air. If you’re considering your
prospective sales — and why wouldn’t you —
make sure you're looking at repeat business and
have a reasonable basis to support your forecast
income.

The business will not usually come to you, partic-
ularly after the initial honeymoon period. You
have to go out and chase it.

Learn how this is done, quickly. There’s a lot to
learn.

We should be taught not to wait for inspiration to start a thing. Action
always generates inspiration. Inspiration seldom generates

action.

Dr Deming'’s famous quotes......

“The aim of leadership should be to improve the performance of man and machine, to improve quali-
ty, to increase output, and simultaneously to bring pride of workmanship to people. Put in a negative

way, the aim of leadership is not merely to find and

record failures of men, but to remove the causes

of failure: to help people to do a better job with less effort. “

“Management by results — like driving a car by looking in rear view mirror. *

“It is easy to date an earthquake, but not an economic decline. “

“No one can guess the future loss of business from a dissatisfied customer. The cost to replace a
defective item on the production line is fairly easy to estimate, but the cost of a defective item that

goes out to a customer defies measure.”

“To manage one must lead. To lead, one must understand the work that he and his people are

responsible for. “

“The aim proposed here for any organization is for everybody to gain — stockholders, employees,

suppliers, customers, community, the environment —

over the long term. “

Stephen Larsen andco

Important: This is not advice. Clients should not act
solely on the basis of the material contained in the Tax
Talk Newsletter. Items herein are general comments
only and do not constitute nor convey advice per se.
Changes in legislation may occur quickly. We therefore
recommend that our formal advice be sought before
acting in any of the areas. The Tax Talk Newsletter is
issued as a helpful %uide to our clients and for their
private information. Therefore it should be regarded as
confidential and should not be made available to any
person without our prior approval.
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