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WE BELIEVE IN CREATING LASTING 
PARTNERSHIPS BETWEEN  OUR TEAM OF 

SPECIALISTS AND OUR CLIENTS, SO WE LEARN 
TO BECOME  VALUED MEMBERS OF YOUR TEAM. 
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OUR BUSINESS GROWTH CONSULTING 
SERVICES are currently experiencing high  
demand.  These services include providing 
clients with cash flow management advice as 
revenue grows and capital demands increase.  
We help clients identify limits in cash flows 
through forecasting and budgeting and advice 
on how these gaps can be filled through debt 
or equity finance.  Growth in revenue does not 
always translate directly into profit improve-
ment and we can assist clients by looking at 
bottom line profitability and identifying  
obstacles preventing revenue growth.

As a business grows the system 
requirements become more sophisticated 
and we provide advice on accounting and 
business systems which facilitate the provision 
of timely information to managers or the 
business owner to facilitate growth and profit 
optimisation.  

We are also seeing increased demand 
for advice on issues such as governance 
and strategic management. This often 
includes membership of clients’ advisory 
boards, directorships, or ad hoc strategy and 
governance engagements.  We find we are 
often used by clients as a resource to share 
ideas and discuss issues in the business which 
cannot be discussed with others in order to 
resolve problems and define strategies.  We 
find that our involvement even at the earlier 
stages of a new business can provide business 

owners with the confidence to make important 
decisions and provide an analysis of monthly 
results to provide comfort that things are 
on track or pending issues can be resolved.  
When it comes to decisions around large 
expenditure on capital equipment, we can 
analyse the cash flow associated with capital 
purchases in order to assist with the decision 
making process.

We have acted for a number of franchisors 
and franchisees so can advise either party on 
moving business into a franchise position or 
seizing the opportunities of a new franchise in 
the case of a franchisee.

Obviously a key expense when a business is 
growing is taxation, and this can often hinder 
growth by moving important cash from the 
business. We are able to provide advice on 
how to manage the timing of tax payments to 
ensure the tax impact on a growing company 
is minimised where possible.  Where a client 
is experiencing static profitability, we work 
with clients to establish stretched targets 
of profitability and advise on the level of 
turnover required to achieve the desired level 
of profitability. We can work with business 
managers in order to define the required 
growth per product in order to achieve the 
desired profitability.

Please contact your BVO partner to 
discuss BVO’s business advisory services 
further.

BVO CLIENT LIFE CYCLE

Business growth
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2014 Corporate Challenge

In November BVO staff 
gathered at the Auckland 
Domain for the 2014 
Corporate Challenge. 

Our team of nine all 
finished strongly and were 
lead by Andrew Scott 
with a blazing time of 21 
minutes 32 seconds.

Christmas Greetings
The Directors and staff at BVO wish you all a Merry Christmas 
and happy New Year. We value your continuing support and 
look forward to working with you in 2015. Our offices will be 
closed from 1pm on Tuesday 23rd December. Our offices will 
re-open from Monday 12 January, although there will be a 
skeleton staff available throughout. 

If you have any urgent inquiries during this time  
please call our office on 09 520 4089.



Recent changes to the  
Financial Reporting Act 2013 
(FRA 2013) have changed the 
requirements for entities that 
are not “large” by definition.

Broadly, this means that most NZ busi-
nesses will no longer have to prepare 
financial statements that comply with 

New Zealand Generally Accepted Account-
ing Practice (NZ GAAP). Recognising that this 
could lead to a reduction in the disclosure of 
financial information by a business, the IRD has 
introduced its own minimum standards. The 
standards are aimed at providing the IRD with 
a basic level of information so that it can ade-
quately assess a business’s performance.

From 1 April 2014, the IRD requires compa-
nies (including look-through companies) that 
have annual revenue of $30 million or less, or 
assets of $60 million or less (or subsidiaries of 
multinational companies with less than $10 mil-
lion of annual revenue and assets of less than 
$20 million) to prepare financial statements that 
meet its stated minimum requirements.

Entities that exceed these thresholds are 
required to prepare more extensive financial 
statements as per the standards set out by the 
External Reporting Board.

Some extremely small companies will be ex-

empt from the IRD’s minimum requirements, as 
follows:
Companies that:
• are not part of a group of companies, and
• have not derived income of more than 

$30,000, and
• have not incurred expenditure of more 

than $30,000 in an income year.
Non-active companies that are not required to 
file a return.

Minimum Requirements
Under the IRD’s minimum requirements, the fi-
nancial statements must contain:
• a balance sheet setting out the assets, 

liabilities and net assets of the company at 
the end of the financial year,

• a profit and loss statement showing income 
derived and expenditure incurred for the 
year,

• a statement of accounting policies 
describing the basis on which the accounts 
have been prepared, and a description of 
any material changes in accounting policies 
used since the previous income year.

The statements must be prepared using dou-
ble entry and accrual accounting principles. 
There are also certain valuation principles that 
may be applied. Tax values may be used where 
they are consistent with double entry and ac-
crual accounting, or historical cost when tax 
values are not consistent with the accounting 

principles used, or when historical cost pro-
vides a better basis for valuation. Market val-
ues may be used if they provide a better basis 
of valuation than tax values or historical cost. 
Interest and dividend income must be grossed 
up to include resident withholding tax and im-
putation credits.

There are also presentation requirements 
that state the accounts must show:
• comparative figures for the prior income 

year,
• if the accounts are GST inclusive or 

exclusive,
• tax reconciliation to accounting profit,
• tax fixed asset register,
• reconciliation of shareholders equity for 

the year,
• relevant amounts from the financial 

statements summary (IR 10),
• notes to support any amounts disclosed as 

exception items on the IR 10.
In addition to the above requirements, specific 
disclosures are required for foresters, livestock 
owners, and transactions with associated per-
sons.

These are a minimum set of requirements. 
A higher level of reporting can be adopted if 
required. The IRD will also accept accounts pre-
pared under NZICA’s special purpose frame-
work.

In recent years the IRD has become more 
adept at collecting and analysing financial in-
formation for investigative purposes. Care 
needs to be taken to disclose the right level of 
financial information, but always put it through 
an IRD lens to ensure it is presented in the most 
favourable light. A misunderstanding by the 
IRD when reviewing information could lead to 
unnecessary and costly IRD scrutiny.

End of Calendar Year Issues
With Christmas and summer holidays fast approaching,  
it is sure to be a hectic time for many of our clients. 

Christmas and the end of the calendar 
year raise many important tax and legal 
considerations. Some common issues 

our clients face include:

Staff and Client Entertainment
The Christmas period is often associated with 
social gatherings. Common examples could be 
a dinner at a restaurant for staff, or a cocktail 
function for staff and clients.

Expenditure on these types of events for 
staff and/or clients generally falls under the 
entertainment tax rules, meaning it is only 50% 
deductible. Expenditure becomes subject to 
the entertainment rules where there is an ele-
ment of both private and business benefit to 
the expenditure. The following types of ex-
penditure (whether for staff or clients) will be 
50% deductible under the entertainment rules:

• Food and drink provided off premises, such 
as taking staff out for a Christmas lunch;

• Food and drink provided on premises, such 
as a Christmas function for clients. Note 
the 50% limitation does not apply to the 
provision of “light refreshments” such as a 
morning tea.

• Corporate boxes at sporting events and 
associated food and drink;

• Tickets to cultural, sporting, or recreational 
events;

• The hiring of holiday accommodation, 
yachts or other pleasure craft.

Staff or Client Gifts
The provision of gifts do not fall within the en-
tertainment tax rules. Rather, the tax treatment 
of gifts depends on who the gifts are provided 
to – staff or clients.

The cost of gifts provided to staff is 100% 
deductible for tax purposes. However, the gifts 
may be subject to fringe benefit tax (“FBT”) 
where the value of the gifts exceeds $300 per 
quarter or $1200 per year per employee. Ac-
cordingly, from a purely tax perspective, gifts to 
staff that are under these monetary thresholds 
will be more tax effective than expenditure that 
is subject to the entertainment rules.  

In general you can claim the costs of any 
gifts you give to your clients and suppliers, or 
prospective clients and suppliers, so long as 
they don’t fall within the criteria of an entertain-
ment expense as outlined above.

Hiring Casual Staff
Many businesses, especially those in the re-
tail sector, will be looking at employing casual 
staff over the summer break to cope with an 
increase in sales.

It’s important to note that casual employ-
ees have the same employment rights and 
entitlements as all other full-time New Zealand 
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Taxpayer’s 
Simplification 
Panel
Inland Revenue has recently 
announced the formation of 
the Taxpayer’s Simplification 
Panel. The purpose of the 
Panel is to provide insights that 
will enable Inland Revenue to 
improve customer experience 
for individual taxpayers 
and small-to-medium sized 
businesses (SMEs), by making 
it simpler to meet their tax 
obligations. 

The Panel welcomes submissions from 
members of the public regarding how their 
communication with Inland Revenue and 
the meeting of their tax obligations could 
be simplified or streamlined.

The Panel will initially run for the two 
year period commencing 22 August 2014. 
People can submit their queries, ideas  
and concerns to the Panel by emailing  
simpletax@ird.govt.nz.

workers. This means casual employees need 
an employment agreement and are entitled 
to holiday pay, sick pay, bereavement leave, 
or other types of leave (depending on circum-
stances) even though they may work irregular 
hours and days. 

Casual workers should be paid for hours 
spent training and learning on the job, and are 
subject to the same health and safety require-
ments as any other employee. This means you 
will need to provide your casual employee with 
the same safety apparel and equipment to do 
their job as you would provide for permanent 
employees.

Even if your new employees will only be 
working for you a short time, you still need to 
make sure that all new employees complete 
a Tax code declaration (IR330) form. You will 
also need to make sure that when these em-
ployees start and finish working for you, that 
you show the start and/or finish date for each 
employee on the relevant employer monthly 
schedules. If casual staff are employed for a 
period exceeding 28 days then you must also 
provide them with a Kiwisaver employee infor-
mation pack (KS3) and deduct contributions 
from their pay unless they opt out. 

Annual Leave and Holiday 
Entitlements
With a number of public holidays falling over 
the summer months and many professional 
firms closing down for a period over Christmas 
and the New Year, a number of issues arise re-
garding employees’ annual leave and holiday 
entitlements. Considerations to bear in mind 
are:
• Employees are entitled to annual leave 

for any days of a close down period they 
would have otherwise worked but for the 
closedown;

• Where a business does not close down, 
an employee cannot be forced to work on 
a public holiday unless the public holiday 
falls on a day they would have otherwise 
worked; and their employment contract 
requires them to work on public holidays;

• An employee who works on a public 
holiday must be paid time and a half and 
receive an alternative holiday (day in lieu) 
when the public holiday falls on a day they 
would normally work;

• On Christmas day, trading restrictions 
apply to many types of businesses in the 
retail and service industries. If you are 
unsure whether your business is legally 
allowed to open on Christmas day, you 
can find more information at the Ministry 
of Business, Innovation and Employment 
website at www.dol.govt.nz. 

Taxing Extra Pays
When an employee receives an ”extra pay” 
including a bonus or cashed-up annual leave, 
special rules apply to calculate the PAYE on the 
extra pay. The regular PAYE deduction tables 
should not be used.

To work out the tax rate that applies to an 
extra pay, an employer must work out the em-
ployee’s grossed up annual salary. This is done 
by adding up the PAYE income payments for 
the four weeks ending on the date of the extra 
payment, whether this is the normal pay cycle 
or not, and multiplying the figure by 13. 

A specified tax rate is then applied to the 
extra pay based on the level of the employee’s 
grossed up annual salary. More information on 
how the extra pay rules work and the tax rates 
to be applied can be found at www.ird.govt.nz 
by searching for “extra pays”.

Note that the extra pay rules do not apply 
to an ordinary payment of salary or wages, such 
as overtime.

Upcoming  
Provisional 
Tax Payments
Clients who are provisional tax payers and 
have a standard 31 March balance date will 
have a tax payment due on 15th of January.

We will be contacting you shortly  
to advise on an appropriate payment  
to make.


