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	Tax Talk

	Cashing up annual leave - some things you may not know
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	What are the rules when it comes to annual leave?

Employees can make a request to employers to cash in annual holidays, opting instead to take a lump sum payment rather than time away from work, but there are a few rules that need to be taken into consideration.

The request must come from the employee and not the employer.  Although the employee is entitled to leave, the employer can decline the request at its own discretion and does not need to give a reason for its decision.  However, the fact that employers owe a duty of good faith to their employees suggests that an employer’s response to a request should be reasonable.
In addition, there is a limit to the amount of leave that can be converted to payment.  By law, the employee can only exchange a maximum of one week annual leave for cash payment per annum. 

An employer is entitled to have a policy that it will not consider requests from employees in its business or in a particular section of its business. 
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Christmas closing period

Our offices will be closed from Monday 1PM 23rd December, until Wednesday 15th  of January…

[image: image7.jpg]To all of our wonderful clients, business associates and supporters, we wish you a wonderful Christmas and an exciting and successful 2014.  From the team at:
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	Calculating annual holiday pay

Whichever of the following is the larger becomes the rate of the weekly holiday pay:
1. ‘Average weekly earnings’: Calculate ‘total gross earnings’ for the 12 months before the end of the last pay period before the annual holiday and divide this figure by 52.

2. ‘Ordinary weekly pay’: Multiply the ordinary hourly rate of the employee’s pay as at the start of the holiday by the number of hours worked in a ‘normal’ week.

Calculating pay for statutory (public) holidays
1. ‘Relevant daily pay’: Find the amount of pay that the employee would have received if he or she had worked on the day concerned.
2. ‘Average daily pay’ is used when using relevant daily pay is not possible or practicable or there is variation in the daily pay during the pay period when the holiday occurs.  Calculate gross earnings for the 52 weeks before the end of the immediately preceding pay period and divide by the number of whole or part days during which the employee earned those earnings including days of paid holiday or leave.
In the case of employees who have commenced employment during the year, their average weekly earnings are calculated by taking the amount of their gross earnings from starting work until the last pay period before the holiday and dividing that amount by the number of weeks worked.  For examples on holiday pay please visit the Department of Labour’s website:  http://www.dol.govt.nz/
Pay calculations can be complex especially when employees receive allowances, (e.g. travel) and have deductions made (e.g. KiwiSaver, student loan) so contact us if you need assistance in getting these important calculations right.

	Closing down for the holidays?  Here’s what you need to know…
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	A closedown period is when an employer closes business operations for a certain length of time, often doing so during off-peak times of the year. 

Many businesses tend to do this over the Christmas break and many employees are happy to take this time to enjoy summer holidays with family.  But there are some rules that employers need to be aware of before shutting up shop:

· There may only be one closedown period per year, although employers can shut down different business sectors at different times of the year

· Employers must give staff at least 14 days’ notice of the closedown period
· Employers can require staff to use their annual holidays over this time.  Public Holidays are still recognised during the closedown period and are treated as such
There are many benefits for employers during closedown periods, including less disruption to productivity and a reduction in labour and operating costs.  If you are planning on closing down over Christmas, be sure to let your clients know.  It’s not only courteous but is a good way to touch base and wish them a Merry Christmas.

	
	

	Accept responsibility for your life. Know that it is you who will get you where you want to go, no one else.
 Les Brown
Read more: http://yfsentrepreneur.com/2013/08/13/35-inspirational-quotes-that-will-change-your-business/#ixzz2jFVxFIXL 
Under Creative Commons License: Attribution No Derivatives 
Follow us: @YFSMagazine on Twitter- old proverb.


	

	Let us entertain you 

Let’s look at the tax treatment of saying thanks to customers and staff typically with gifts, wining and dining.  

Inland Revenue’s IR268 guide gives the following examples of where entertainment expenses are 50% deductible:

· Taking customers, suppliers and business associates out for dinner or putting on a function for them

· The traditional Christmas party for staff

· Shouting customers, suppliers and staff to an event, e.g. a rugby game or a show

· Taking them on a jaunt in your launch (running/hireage costs and food and alcohol)

· Giving them the use of your bach or time share apartment as a thank you gesture (the occupancy costs)

We’ve been asked ‘why only 50% deductible?’  Apparently it’s because we get some personal enjoyment or benefit from quaffing a wine and tucking into a steak (too right!). 

In lieu of a Christmas party you may give your employees restaurant vouchers to use at their discretion.  This cost is fully deductible but is subject to fringe benefit tax (FBT), although there is an exemption of $300 per employee per quarter (a maximum exemption can apply). 
The same treatment applies to staff gifts, again fully deductible but subject to FBT under the ‘other benefits’ category.

As a thank you gesture many firms give their customers gifts during the festive season.  The cost of the gifts is fully tax deductible as marketing and promotion expenditure. 
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Many firms pay their staff a Christmas cash bonus.  These payments are classed as ‘extra emoluments’ and are fully deductible but have PAYE deducted at the employee’s marginal tax rate e.g. 33% if earning over $70,000 per annum.

If in doubt about where you stand tax deductibility-wise with your generosity to customers and staff, check with us and we’ll help you get it right.


	Cash Flow Forecasts
	

	Given the current economic environment, it is essential that you have a fair idea of where your business is going and the position it will be in some time in the near future.

One of the best ways of achieving this is by preparing a 12 month cash flow budget at the start of each financial year using data and trends from the previous financial year making adjustments to make allowance for things such as price changes, expected increase or decrease in turnover and costs, capital expenditure requirements, drawings and taxation. 

Done correctly, the cash flow should give you an indication of what your cash position should look like at the end of the financial year and is also a valuable tool for measuring actual performance against budget. Significant variances should be examined rigorously until satisfactory explanations are arrived at.  

The time involved in preparing these cash flow budgets should be viewed as an investment in your business and could possibly be one of the most productive days of your working year.
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	We will be contacting clients for whom we prepare GST returns earlier in the new year with an outline of the process we will be putting in place in March next year. 

For those of you that prepare your own GST returns, we have lots of resources here in the office to assist you to complete a cash flow forecast and we are only too happy to help you with this if required.

	
	

	I am thankful to all of those who said no to me, it’s because of them that I am doing it myself 
Albert Einstein

	

	Income worldwide must be declared
	

	NEW ZEALAND residents have to declare all income they receive from anywhere in the world.  

“Income” now has a very strange meaning.  For example, if you hold shares in a United States company which does not generate any dividends, you have income.  This is because your income is calculated based on the value of those shares.

Overseas life insurance policies and superannuation funds can also be classed as a source of income, even though you might not receive any money from them. Be sure to tell us if you have one of these. If a policy is taken out in New Zealand with an overseas insurance company, there’s no tax problem.
	The IRD has been making agreements with a large number of overseas countries to swap information, so don’t rely on not being caught.

Some people think they need to declare income only if they bring money back to New Zealand. This is not correct, even if they have paid tax overseas. New Zealand residents are taxed on their worldwide income. Usually, there is a credit for some or all of the foreign tax paid. There can be special tax rules, in regard to declaring overseas income, for people coming to live here from overseas. They last for four years. If you think you qualify, contact us.

	Referrals

An important source of new business for us is new clients coming from referrals from existing clients. As the saying goes “birds of a feather flock together”. From this we would deduce that friends you might refer to us would also be good quality clients and the type of clients that are sought after. 

If you think we do a good job for you, tell your friends!

	

	

	Holiday Eating Tips
I hate aspects of this time of year. Not for its crass commercialism and forced frivolity, but because it's the season when the food police come out with their wagging fingers and annual tips on how to get through the holidays without gaining 5 kilos.

1. About those carrot sticks. Avoid them. Anyone who puts carrots on a holiday buffet table knows nothing of the Christmas spirit. In fact if you see carrots, leave immediately. Go next door, where they're serving rum balls.

2. Drink as much eggnog as you can. And quickly. Like fine single-malt scotch, it's rare. In fact, it's even rarer than single-malt scotch. You can't find it any other time of year but now. So drink up! Who cares that it has 10,000 calories in every sip? It's not as if you're going to turn into an eggnogaholic or something. It's a treat. Enjoy it. Have one for me. Have two. It’s Christmas!

3. If something comes with gravy, use it. That's the whole point of gravy. Gravy does not stand alone. Pour it on. Make a volcano out of your mashed potatoes. Fill it with gravy. Eat the volcano. Repeat.

4. As for mashed potatoes, always ask if they're made with skim milk or whole milk. If it's skim, pass. Why bother? It's like buying a sports car with an automatic transmission.

5. Do not have a snack before going to a party in an effort to control your eating. The whole point of going to a Christmas party is to eat other peoples food for free. Lots of it. 

6. Under no circumstances should you exercise between now and New Years, You can do that in January when you have nothing else to do. This is the time for long naps, which you'll need after circling the buffet table while carrying a 5-kilo plate of food and that vat of eggnog. 
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	7. If you come across something really good at a buffet table, like frosted Christmas cookies in the shape and size of Santa. Position yourself near them, and don't budge. Have as many as you can before becoming the centre of attention. They're like a beautiful pair of shoes. You can't leave them behind. You're not going to see them again. 

8. Same for pies. Apple. Pumpkin. Mincemeat. Have a slice of each. Or, if you don't like mincemeat, have two apples and one pumpkin. Always have three. When else do you get to have more than one dessert?  

9. Did someone mention fruitcake? Granted, it's loaded with the mandatory celebratory calories, but avoid it at all cost. I mean have some standards. 

10. And one final tip: If you don't feel terrible when you leave the party or get up from the table, you haven't been paying attention. Reread tips. Start over. But hurry! The diet starts in January
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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.
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