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With the change in season comes the
autumn edition of our national quarterly
publication. This publication has received
extremely positive feedback from our

clients around the country since we gave it

a makeover. We trust you will enjoy reading
this edition as well. As New Zealand's leading
independent CA firm we are always looking
to provide a quality service to you, our valued
clients. We have looked at the content and
strive to add value with topical articles, that
give you an insight into our firm nationwide,

our clients and our people.

In this autumn edition, we review
Superannuation Schemes, identify some
software constraints faced by businesses,

and look at the ‘Baker Tilly" International

network of which Staples Rodway is a part,

and how it can work for you.We trust you will

enjoy reading this autumn edition.
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New Tauranga Sponsor

announced for 2006 for Staples Rodway

Green is considered an unlucky colour  The Gary Harris built 81m Corvette is registered
in speedway, but Dean Waddell is a to Tauranga's Baypark Speedway, the track built

driver who doesn't need luck. by National MP Bob Clarkson. When Baypark

isn't racing, Waddell and his team are often

Waddell is a proven performer at the top spotted at Huntly Speedway or Auckland's

level of Super Saloon racing, boasting two Waikaraka Park. The team is one of the most

NZ championship wins and three 2nd places. roessional speedway outfits in the country,

Waddell is the current North Island champion,
a title that he holds for the fifth time.

providing sponsors with maximum coverage.
Wherever the car is racing you can guarantee
that Waddell will be on the pace in this
competitive section.

The NZ Grand Prix is the only national

trophy to have escaped Waddell, although
he recorded two runner up placings in the
late eighties and as recently as the 2001/02
season Waddell recorded a third placing in
this event.

STAPLES RODWAY IS AN INDEPENDENT MEMBER OF BAKER TILLY INTERNATIONAL

www.staplesrodway.com



Constrained by your

Software?

WRITTEN BY:

ANTHONY WHITEHOUSE
INFORMATION SYSTEMS
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Not happy with the way your system
shows information on a screen or
report? Is there critical data that your
computer system cannot handle?

All businesses are unique to some extent,
sometimes deliberately so. After all, it is your
ability to trap a better mouse that gives you
that competitive advantage. At last, computer
software has caught up with what you have
been doing for years. And doing it well.

In the past if you needed to keep some

extra data you would find some box or

field that you were not using. Telex or Fax
fields became highly utilised for a myriad

of different purposes, in a kind of software
version of number eight wire. It was either
that or pay extra to have something especially
programmed.

But the world has rapidly changed. The
modern smaller and cheaper systems are
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now challenging the big boys (and girls),
offering features previously only available in big
systems. And top of the list of these features is
the ability to customise — screens, reports, and
even the data that you can keep.

For example, the Sybiz Vision Accounting
package allows access to a “Data Dictionary”
shown below. This handy utility will let you add
new fields, specify valid data responses, and if
your new field can be imported or exported to
Excel. (see figure 1)

Adding new fields, and even complete new
tables does have to be done with some care, but
the rewards are great. Especially if your system
of choice allows you to select and sort on those
added fields from within a screen or report.

So, you have a new field for your data? That's
great if you need somewhere to enter, view

and report on it. But what about if you want it
to accumulate automatically, or use it in some

calculation? This is where some systems
provide “breakpoints” or “sockets” to
“connect in” little sub programs, such as the
ABM Accounting package shown in figure 2.

Features like these are just the beginning.
And they no longer cost the earth. Want

to Export your data to Excel? Mailmerge
names and addresses into word documents?
Integrate your Customer Contacts with
Outlook or your Manufacturing with MS
Project? It is all possible in today’s world of
low cost, but highly functional Accounting
Systems.

But what suits one business does not
necessarily suit another, and making the right
choice can be complicated. That is where

we can help. We have qualified consultants
who can come and evaluate your needs, and
help you to select a system to best suit those
needs.

Don't let your computer system restrain your
business. Set your business free.

Figure 2.
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Superannuation Schemes - Are They
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Worth The Bother?

Why are we continually told to save?
Gone are the days where you can
retire peacefully at the age of 65 and
expect a comfortable lifestyle from
your Government provided pension.
And things are set to get worse.

By 2030 it has been predicted that there will be
only two workers for each retiree. Government
provided retirement income is set to plummet.
On top of this, if you eat and exercise well and
don't smoke, you will probably live more than
20 years past retirement.

What does all this mean? lIts time to get
serious about retirement savings. That is of
course, unless you want to live in a granny
flat for 20 years in an area you wouldn't
dream of living now, instead of a comfortable
pad by the oceanside.

There is also a common misconception that
you are better to pay off your mortgage before
saving for retirement. Apart from this making
questionable financial sense (see example
below), throwing all your eggs in one basket is
never a good idea.

Recent proposals to the superannuation rules
have reopened the debate regarding whether
the Government is doing enough to ensure
we are provided for in our retirement. The
changes to the super rules and the ‘lame
duck’ KiwiSaver suggest to the writer that you
better get a move on yourself.

What are the changes to the tax rules?

Since April 2004 employees have been able
to enter what has been termed extreme
‘salary sacrifice” arrangements whereby an
employee can effectively reduce their tax
rate to as low as 15%

by contributing almost all of their salary

as superannuation.

Inland Revenue proposes to closedown

this loophole from 1 April 2007. Although
the Government deliberately included this
incentive to encourage retirement savings,

it has become increasingly concerned about
extreme cases. For employees who have not
yet set their 2006 salary there is still scope to
make significant tax savings in the 2007 tax
year. Most employees will not fit into

this category however.

Are there any incentives left?

The proposed changes will still limit the tax on
employer superannuation contributions to 33%
as under the previous rules. This represents a
6% tax saving on salaries over $60,000. In the
past this 6% tax saving has been viewed as
miserly and the take up has been minimal.
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But upon closer scrutiny, it is a better deal than some
realise. Consider the following example:

Jess is a $100k salary earner. The last $40k of Jess' salary
would ordinarily be taxed as follows:

Salary >$60k $40,000
Tax @ 39% $15,600
Net received $24,400

Instead of paying tax at 39% on the $40k, Jess contributes this
$40k to a low risk super fund, that returns 8% (before tax). This
$40k is now taxed as follows:

Contributions $40,000
SSCWT @33% $13.200

Net rec'd into super fund

$26,800
(tax saving $2,200)
Interest earned
@ 8% $2,144
Less tax @ 33% 707
$1.437
Balance at end of year $28,237

Comparing that with investing salary instead of super,
Jess would have to earn a whopping 25.8% return on her
investments to achieve the same end of year balance!!, i.e.

Net salary received $24,400
Investment return
@7258% $6,295
Less Tax @ 39% 2,455

$3,840
Balance at end of year $28,240

*Itis assumed that under both scenarios the funds are invested in
one lump sum at the beginning of the year into income generating

investments, e.g. term deposits.

The example on the left clearly illustrates

the benefit of investing via superannuation
contributions versus investing after tax salary.
Similar calculations also prove that paying a
mortgage off with after tax salary is also not as
effective as investing in a super scheme.

What's the catch?

The main requirement is that the contributions
must be made for retirement purposes into a
registered super fund. You can access money
under certain circumstances without incurring
a penalty but generally if you want to pull it
out early a 5% withdrawal tax will apply.

Staples Superannuation Fund

Staples Rodway has established its own
superannuation fund specifically designed for
salary sacrifice purposes. It is an open fund,
open to all employees of all companies. The
retirement age in the Staples Fund is only 55
years of age.

It is essentially a low risk cash fund (invested
by the ING Wholesale Cash Fund) that invests
in a range of cash and short term deposits.
This fund has consistently outperformed the
market over the past five years. Returns
fluctuate with interest rates but the aim is

to exceed the 90 day bank bill rate. As an
indication, returns in the last year have been
around 8.9% and around 7% over the last

five years.




No liability is assumed by Staples Rodway Ltd for any
losses suffered by any person relying directly or indirectly
upon the article above. It is recommended that you consult
your advisor before acting on this information
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CHRISTCHURCH

AMI House

116 Riccarton Road, PO Box 8039
Christchurch, New Zealand
Telephone 64 3 343 0599
Facsimile 64 3 348 0186
chc@staplesrodway.com

HAMILTON

5th Floor, WEL House

Cnr. London & Victoria Street
PO Box 9159

Hamilton, New Zealand
Telephone 64 7 834 6800
Facsimile 64 7 838 2881

staples@staplesham.co.nz

HAWKES BAY

Cnr. Eastbourne & Hastings Street
Hastings, New Zealand
Telephone 64 6 835 6969
Facsimile 64 6 835 0224

postmaster@stapleshb.co.nz

NEW PLYMOUTH

109 - 113 Powderham Street
PO Box 146

New Plymouth, New Zealand
Telephone 64 6 758 0956
Facsimile 64 6 757 5081
NewP@staplestaranaki.co.nz

STRATFORD

78 Miranda Street

PO Box 82

Stratford, New Zealand
Telephone 64 6 765 6019
Facsimile 64 6 765 8342
stfd@staplestaranaki.co.nz

TAURANGA

132 First Avenue

PO Box 743

Tauranga, New Zealand
Telephone 64 7 578 2989
Facsimile 64 7 577 6030

info@staplestga.co.nz

=

insncill answers

d accountants

WAY




