
 
 

 
 
 
 
 

 
 
 

 
 

   
 

Avoiding the Cashflow Blues
BY Carl Spruyt

 
Hopefully by now most Small to 
Medium Enterprises (SME's) will 
have completed their 2007 budgets 
and (also hopefully) a general 
business plan for the next 12 
months. 
  
What concerns me however is that 
many businesses do not then see 
what impact these financial and 
operational plans are going to have 
on their cash flows. The old saying 
still rings true - "many a profitable 
business has gone bankrupt" Why? 
Well in most cases its simply 
through a lack of cash. 
 
There is a hidden danger in 
expanding rapidly. Achieving record 
sales, securing new stock lines, 
winning new clients etc may all be to 
no avail unless the cash impact is 
accurately measured. It is absolutely 
vital to see how much cash is 
available to meet the cost of the 
expansion, as well as meeting your 
current obligations. 
 
  This is particularly relevant in the 
March/April/May period, where 
provisional tax, terminal tax, GST, 
FBT, 5 week wage cycle etc. and 

annual salary bonuses can place 
severe strain on cashflows. There 

are a number of SME's who are 
performing really well in terms of 
sales and profit but at the end of the 
year have no cash to meet these 
commitments. 
 
This cash drain is an annual event 
and should usually be funded by 
retained profit and, more 
importantly, debtor collections. If you 
have not planned your cashflow well 
during the year in relation to debtors, 
stock and the timing of creditor 

payments you may need to seek 
urgent help. 
 
During my time in banking  I saw all 
too often SME’s coming to the bank 
for emergency funding to cover what 
should have been known 
commitments.  This inevitably 
placed stress on the SME owner 
and distracted them from focussing 
on their core activity of running the 
business.  
 
A professional advisor should be 
able to analyse the information in 
deeper detail and produce linked 
forecasts, commonly Profit & Loss, 
Cashflow, Balance Sheet, Funds 
Flow and Key Ratios.  
 
This also enables the factoring in of 
other items such as tax & GST 
provision, interest, depreciation etc 
to give the fullest possible picture of 
the forthcoming year’s activities. If 
additional funding is required the 
banks are much more likely to be 
forthcoming on the basis of a 
thoroughly researched fiscal plan 
than turning up after the event with 
‘your cap in your hand’ so to speak.
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Newsletter July 2006 

For more information on any of the products, services or issues raised in this Newsletter, visit our Website  
WWW.YBT.CO.NZ 

Editor’s Note: 
Hi all, 
Welcome to the second edition of Team Talk. This month I am pleased to announce the launch of our new website 
www.ybt.co.nz. We have tried to make it as interesting and informative as possible so why not go in and have a look – we 
would be interested in your comments. We have still got heaps of stuff to put in it but there is something for everyone 
there already. We will also be posting new articles regularly as well as archiving the newsletters so make sure you go in 
regularly to see what’s new. As always, if you know someone who would like to receive our newsletter, just send me their 
email address & I will ensure they are put on the list. 
 
Pete Hill - Editor 
peterh@ybt.co.nz 
Direct dial: (03) 479 3919 
 



Top 10 Tips for Creating a Professional Looking Newsletter 
 

             Follow these simple guidelines and the readership of your e-marketing campaigns are sure to be more effective. And don't  
forget to track your newsletter's activity through a reporting module! 
 
1. Design Scannable Newsletters 
According to recent study by usability expert, Jakob Nielsen, about 50 percent of readers skimmed or partly read the newsletters. Only 23 
percent of readers read the newsletters all the way through. The remaining 27 percent were never opened. So make the text easy to scan 
by:  

• using short paragraphs  
• using bullet points  
• including plenty of white spacing between topics  
• highlighting topics with uppercase or bold text in HTML newsletters  

 
2. Include Newsletter Title in The Subject Field 
Include your newsletter title at the beginning of the subject field. This will help the reader differentiate your newsletter from junk emails. 
It will also allow them to filter your newsletter into a separate folder with the use of filters. 
 
3. Make Your Subject Field Sell! 
Advertise the most enticing story of each issue in the subject field. You literally have seconds to grab the reader's attention, so make it 
count. 
 
4. Include A Table Of Content 
Include a table of contents at the top of the newsletter. This will allow readers to scan the topics to see if anything in the newsletter 
catches their interest. 
 
5. Avoid Spam Filters which Flag the "Unsubscribe" Word 
Do not use the word "unsubscribe" in your removal notice. A number of spam filters flag emails containing that particular word as possible 
spam. The reason is many spammers now offer "unsubscribe" functions that don't actually do anything. 
 
6. Avoid Spam Filters which Flag Chain Letters 
Some spam filters are flagging emails that asks readers to forward the newsletter on as chain letters. Avoid using the word "forward" and 
any of the following words in the same sentence, "all, anyone, every, friends, many, others, people." Instead of "forward," try using "pass," 
"share," or "send." 
 
7. Reduce Remove Request Emails 
There are two methods to reducing the number of remove email requests from your subscribers: 

• Include a removal notice at the top and bottom of the email.  
• Place the bottom removal request at the very bottom of the email, rather than a few paragraphs from the bottom.  

 
8. Design User-Friendly HTML Newsletters 
Most people use a variety of screen resolutions, but the email preview pane is usually much smaller than the full screen. So format your 
HTML table widths at 500-600 pixels at the most.  
Better still, use a relative (percentage) width table, which will allow your newsletter to be resized when viewed in different sized windows! 
 
9. Spell Check Your Writing 
Always spell check your newsletter. Your newsletter writer should have a spell checker - make sure you use it! If yours doesn't, then copy 
and paste the text into Microsoft Word (assuming you have it).  
 
10. Send a Test Copy and Proof Read 
Last but not least, make sure you have sent a copy to yourself or someone else in your business to proof read and test all the links, graphics 
and format is correct. 
This can save you the embarrassment of having to re-send a corrected newsletter or even worse, sending a newsletter you didn't mean to 
send

 
Quote of the Month

“The only Profit Centre is the Customer” 
 Peter Drucker 
 

 



Disclaimer 
Whilst we try to ensure our information is as up to date and accurate as possible, the articles in this newsletter are generally the opinion of the writer, 
except where otherwise stated. Whilst Your Business Team Ltd fully supports the content of the newsletter, no warranty is given in relation to the 
accuracy or reliability of the information. Readers should not act or fail to act on the basis of this newsletter and should contact Your Business Team 
Ltd professional advisors for advice on specific issues.  

Residential Care Subsidies -  What Do They Really Mean? 
 

By Dave McPhedran 
 
 

On the 1st July this year, the 
asset threshold for 
Residential Care Subsidies 
increased by another 
$10,000. This follows on from 
the significant increases 
effective 1st July last year, 
which set new rates to 
$150,000 for single people and 
married couples both in care, 
or either $55,000 not including 
house and car for those who 
have a partner not in care, or 
$150,000 including a house & 
car (you can choose 
whichever suits you best). 
These increase by $10,000 
per year, on the 1st July. 
 
Essentially Residential Care 
Subsidies are a WINZ benefit 
to subsidise the cost of 
residential care for those who 
cannot afford to pay for it 
themselves. 
 
The basis on which you qualify 
for the subsidy is the sum total 
of your assets at the time you 
apply. There are a number of 
circumstances however that 
determine how your assets are 
measured and at what level 
these will affect your eligibility 
for a subsidy. It is important 
that you understand how these 
work in order to factor the 
likelihood of requiring rest care 
into your estate planning. 
 
There are two important 
factors to consider from the 
outset – are you likely to 
require residential rest care in 
the first place, and if you do is 
getting a Government subsidy 
for that care really all that 
important? 

As to the first question, I have 
to go back to the 1998 census, 
which states that 4.9% of all 
those aged 65 - 75; 5.7% of 
those aged 75-84 and 24.5% 
of those aged 85 and over live 
in rest homes. (2006 census 
results are not yet available, or 
my internet search skills aren’t 
up to finding them) 
 
As to the second question it 
will cost you a minimum of 
$636 a week to be a resident 
in a rest home at today’s 
rates. If you can predict far 
enough ahead to say that even 
if you do require care 
sometime in the future and 
today’s equivalent of $636 will 
not be an issue then you are in 
an envious position. 
 
If you fail the asset test 
described above, then you 
will have to pay for your rest 
care until you use up 
enough money to fall below 
the threshold at the time.  
 
Let’s now have a closer look at 
this threshold. If you are both 
in care, then there is not much 
of a problem. From 1 July this 
year you are allowed a 
maximum of $160,000 in 
assets. Everything above that 
will be used to pay for your 
rest care. You are taken care 
of, and when you both die your 
family will inherit whatever is 
left. Not great for the 
inheritance of your lifetime 
assets perhaps, but you will at 
least be taken care of with a 
minimum of stress. 
 
What I am really concerned 
about is the second, and 

most likely scenario – 1 
partner in care, 1 at home.  
Say they owned a house worth 
a modest $350,000 (at today’s 
rates). They would naturally 
elect to be measured against 
the $65,000 threshold, which 
doesn’t include the value of 
the house. Let’s say that they 
also had investments put aside 
for their twilight years of 
$200,000. The income stream 
from these investments 
provides them with a 
comfortable lifestyle when 
coupled with their pensions. 
 
If one of them has health 
problems to the extent that 
they can no longer be safely 
looked after at home, then 
they will have to apply for 
residential care. This is when 
the asset test comes in. As of 
today, they would be eligible 
for the $65,000 threshold and 
the house & car would not be 
tested. This means that their 
carefully planned lifetime 
investment must be used to  
help pay $636 a week for 
rest care until it reduces to 
$65,000.  What must also be 
considered is that while the 
$636 provides a standard care 
facility, if you want the extras 
such as ensuite, TV etc you 
can end up paying 
considerably more. Sure, the 
healthy partner keeps the 
house but you can’t eat it. In 
this scenario there would be a 
continuous reduction in 
income and an almost 
inevitable increase in stress 
and perhaps related health 
issues. 
 

After planning their 
retirement so carefully, how 
could they have prevented 
this situation arising? The 
best tool available for estate 
planning is still the Family 
Trust. To see how this could 
have helped our couple we 
have to wind the clock back 12 
years.  
 
Their house was worth, say, 
$250,000, and their 
investments $128,000. They 
formed a Family Trust and 
sold the total assets of 
$378,000 in return for a debt 
owed by the Trust. They then 
entered into a gifting program 
of $54,000 a year for 7 years. 
They ceased gifting 5 years 
prior to the requirement for 
rest care, so when they were 
asset tested, both the house 
and the investment were 
completely owned by their 
Family Trust and not subject 
to the asset test. (It should be 
noted here that any gifts made 
in excess of $5,000 within 5 
years prior to applying for a 
rest care subsidy will be 
added back for asset testing 
purposes.) 
 
Family Trusts however can 
play a far greater role in asset 
protection than merely 
increasing the likelihood of 
qualifying for a Residential 
Care Subsidy. The overriding 
principle is the same in all 
cases, however, in that for a 
Trust to be effective it must 
be set up well in advance of 
the event – in most cases 5 
years absolute minimum. 
 

. 

 
 

 

 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
If you would like to contact us on any of the matters raised in this newsletter or to discuss any aspect of your 
business please feel free to call us any time on (03) 479 3890, email info@ybt.co.nz, write to us at PO Box 816 
Dunedin, contact any of our team below directly , or visit our Website at www.ybt.co.nz 

 
 

                                      
                          Dave McPhedran  Carl Spruyt         Pete Hill  Matt West           Jacqui  Greaves 
                          Succession Planning Finance          Family Trusts                 Accounting           Client Relations 
                          Taxation   Mentoring         Workshops                     Finance                                       
  
                          (03) 479 3911                           (03) 479 3897                  (03) 479 3919                   (03) 479 3915                    (03) 479 3890 
                          davidm@ybt.co.nz                 carls@ybt.co.nz              peterh@ybt.co.nz            mwest@ybt.co.nz            jacquig@ybt.co.nz      

Markup % vs Gross Profit % 
 
We often find that start up businesses in particular wonder why they don’t achieve the gross profit determined by the markup on purchases. 
Usually this is because of a misunderstanding between ‘Markup’ and ‘Gross Profit’. For example, if you buy goods for $100 and you want a 
35% gross profit, you add 35% to the purchase price, right?  Let’s see what actually happens: 
 
Purchase Price: = $100      35%  Markup  = $35     Selling Price = $135     Gross Profit = $35     $35 divided by $135 = 25.9% 
 
In other words the actual gross profit achieved is 9% below the 35% markup. In this case to achieve a 35% GP the markup should have been 
54%; ie 54% of $100 = $54. Selling price $154. $54 divided by $154 = 35%. If you use MS Excel you can set up your own tables using the 
formula: 
 
 GP% = (Selling Price/Markup) Where:  Purchase Price  $150  
     25% Markup  $  37.50 
     Selling Price  $187.50 
     GP%   20%  

Or simply contact YBT and we will send you a table you can use to calculate Markup & GP 

Weird Computer Facts 
 
• Thomas Watson, who was the chairman of IBM in 1943 predicted that there would probably only be a world 

market for five computers. 
• The first domain name ever registered was Symbolics.com on March 15, 1985.  
• Microsoft's name 'Hotmail' comes from HTML (the language of the Web) with the vowels added in.  
• It took Radio 38 Years to attract 50 Million Users. Television took 13 years and the Internet only 4 years!  
• 55% of computer users send e-mail more often than they make long distance phone calls. 
• One of the first EMAIL networks, THEORYNET, was put in place n 1977.  
• The Internet evolved in the 1950s by Defence Advanced Research Project Agency (DARPA), as a safeguard after 

the USSR launched Sputnik. 
• Google is actually a deliberate misspelling of googol, the term for 10 to the power of 100. 
• The first computer, the steam-driven calculating machine, was built in 1823 by Charles Babbage. It failed to work 

due to poor workmanship in the intricate parts. When rebuilt by the London Museum of Science in 1991, it worked! 
• IBM announced it has built the world's fastest supercomputer, with a speed of 36.01 teraflops or over 36 trillion 

calculations per second. 
 


