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Ken Swain offers posmve advice for staying optimistic in ‘Cooler Times’

Welcome to the autumn edition of PULSE.
This issue contfains some thoughts from me on simple
strategies for doing good business, (and indeed looking

after your personal finances), in what we all know are

very challenging times.

In times like this we can choose to immerse ourselves in
the very negative perspective offered by our media.
Alternatively we can see this more as a recalibratfion
rather than a recession and focus on what we can do to
manage our way through this period effectively. It is often
said that rather than worry about the future we should
simply plan for it. Many New Zealanders are doing just that
as reflected in an increase in insurance premiums paid of
9.4% in the year ended December 08. A report from the
Investment Savings and Insurance Associatfion stresses
that despite the industry growth under-insurance remains a
major issue in this country.

It is imperative that we all review our insurance regularly.
Circumstances change and we must fake that info
account. | can’t stress enough how important it is to fake
time fo review your policies on a regular basis. Call your
advisor foday. Contact details for all our advisory team are
on the back cover of this issue.

Certainty is important fo us too and confidence in our
insurer partners is essential. We have carefully reviewed
the financial strengths of the companies we place our
business with and are very satisfied that they have the
ability to survive and indeed prosper through this period.
Most importantly they are capable of paying claims in a
timely fashion.

| recently prepared these thoughts for a group of business
clients and thought you might also find these simple
strategies for doing well in ‘cooler times’ valuable.

Step 1 Focus on the numbers: Financial awareness is key.
Don't just rely on your annual reports or end of year tax
returns. Monitor regularly, monthly as a minimum. Focus on
building cash reserves where you can and look for ways fo
streamline expenses.

Step 2 Communicate: Confidence is important at times
like this. Ensure everyone knows what you are doing fo get
through this crisis.

Step 3 Focus on your core activities: Get lean. Streamline
your systems and processes to reduce costs. Be agile and
responsive to opporfunities and challenges alike.

Step 4 Learn to adapt to a changing environment:
Work on improving the level of engagement and build
innovation into the way you live, always looking for a
new and better way.

Step 5 Get clear on your direction: Take time to
re-energize your vision and build internal cohesion by
communicatfing this to those around you. Engage them
in that future vision.

Step 6 Build Strong alliances: Take time to understand
your current posifion, talk with your support network to
create mutually supportive, beneficial relationships.

Step 7 Keep the long-term in mind: Ensure your short-term
plans do not compromise your long-term vision. The current
conditions will not last forever.

And lastly and most importantly STAY POSITIVE and
OPTIMISTIC with a focus on the future.

Now is the fime to review your personal plan for the
future, as | said earlier don't worry about the future,
plan for it. One of our qualified advisors would be delighted
fo support you and your family. They will give an hour
of their fime without obligation to review your current
financial plan. With SwainWoodham Group you have my
personal guarantee that you will always receive unbiased
financial advice and products & services tailored to your
personal situation.

Regards

L. St X

Ken Swain
Execulive Chairman
SwainWoodham Group
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Peter Scully on Reviewing Your Insurance

Peter Scully is a Senior Advisor with SwainWoodham Group in Invercargill. Peter feels strongly
about the need to review your insurance regularly. This is particularly important when personal
circumstances change. Even the smallest change can have a significant impact on your
insurance cover. Peter shares this story as an example of just how imperative it is.

Pieter* and Kelly* were in their early 50s when they

decided that it was time to change their lifestyle
completely and they purchased a small hospitality
business. Previously Pieterhad been a self-employed builder
and took drawings from his business; Kelly was in a role
that paid a $55,000 salary. Pieter and Kelly had Income
Protection Insurance and Trauma Cover in place based
on their original incomes.

The nature of the new business was such that if either of
them were unable to work the other could not continue
fo run the business alone. They had borrowed a substantial
amount of money to fund their new venture and had to
provide a personal guarantee on their family home. New
company and trust structures were set up, Kelly became a
50% partner and they paid themselves a minimal amount
to cover basic living expenses.

The business employed 5 or é casual staff. They had
administration costs, staffing, insurance, rates, interest
and other overheads totalling approximately $18,500 per
month. That was the minimum monthly amount required
to keep the business afloat should either Pieter or Kelly
suffer an injury or illness that meant that they were
unable fo work.

At no stage after purchasing their new business did Pieter
and Kelly convey to their insurance company their career
changes or reduction in income. They simply didn’t realise
how important it was to do that. They believed that the
insurance they had in place was quite sufficient and
still relevant.

It was only when their accountant became concerned
about cash flow, should something happen to either
of them, that he requested clarification of their
existing policies. It was then that the reality of how
inappropriate their cover was became apparent.

* These clients are real, but their names have been
changed at their request.

My review of Pieter and Kelly’s existing policies revealed
the following facts:

e Their Income Protection Insurance would be of
no value as they had not informed their insurance
company of their change in careers or the change in
business structure. This was despite paying premiums
that they thought would pay a $75,000.00 per
annum benefit.

* At the end of a 90 day period they would potentially
be in receivership, they could loose everything as they
wouldn't have sufficient income to sustain their business.
They were potentially risking their family home given the
personal guarantee provided for their business loan.

* Their ACC payments would be minimal in the case of
injury due to their substantial decrease in income.
ACC will only cover the person and not the business.

* Although they had Trauma Cover in place it was not
sufficient cover to protect them from all ilinesses/injuries
that could occur.

Pieter and Kelly were clearly concerned and wanted
to resolve the matter immediately. |intfroduced them to a
product called ‘Business Extra’, the only product available
that can be bought for a 1 or 2 year term to give the
company a financial lifeline. In this case the $18,500.00
per month they would need to keep their business afloat.
Pieter and Kelly were desperate for peace of mind and
had the insurance put in the place immediately.

Just 12 weeks later Pieter complained of chest pains.
He thought nothing of it but Kelly was concerned and
called 111. The next day Pieter had a friple bypass.
As a result of a couple of complications the first claim
was accepted and paid within 28 days and continued
until Pieter was able to return to work 6 months latter.

The current economic uncertainty really brings home
the need to review our insurances on a regular basis. It is
particularly important in small businesses where the owners
are often the operators of the business. Here there needs
to be certainty of cash flow into the business if one of the
owners is unable fo work for a prolonged period. Banks
are very focused on ensuring that they can see where the
money is going fo come from if one of the key players in a
business is unable to work. They are less concerned about
the loss of equity but want to know there will be money
to cover ongoing costs of running businesses. Cash flow
is king!

As you can see Pieter and Kelly would have been facing a
very different and uncertain future had they not put their
new cover in place. If your circumstances have changed
and you are uncertain about the cover you have in place
call your advisor today. We would be happy to conduct a
review and give you the peace of mind that you deserve.

Peter Scully - Senior Insurance Adpvisor Invercargill 03 211 1177 or email peter@swainwoodham.co.nz




Business
" Owners

| Beware!

Not having all the facts could cost
you when you can least afford it!

By Bruce Hamilton - Insurance Advisor Queenstown

Are you a business owner that has staff who can continue
to run your business and produce business revenue and
income for you even in your absence? If the answer is
YES, did you know this could affect your personal income
protection policy?2

Insurance companies deal in actual losses to an individual
if they are disabled. Therefore if you are receiving a high
level of ongoing dividends, (even to a family frust), or
shareholders profits then these may be offset against your
monthly benefit.

If you are in business with a partner it is important fo ensure
that you have the appropriate cover in place. If you were
disabled for a period of time and unable to work in the
business it is almost certain that there will be a point
where your partner will be reluctant to continue making
payments and distributing profits fo you. An agreement
should be in place that determines the length of fime
the business is going fo support a disabled partner. This
agreement should also outline when their entitlement to
shareholders profits and dividends would cease. All cover
should be reviewed and updated regularly.

In this situation we can say that from a clearly defined
date the disabled partner is no longer receiving his
salary or entifled fo any ongoing income from the
business. It is from this date that their Income Protection
policy should start.

If you don’t have a business partner you must determine
when your entitlements to revenue earned would diminish
if you were disabled. This will help determine an appropriate
stand down period on your policy.

Every situation and every business is different and requires
careful consideration and the development of a tailored
risk management plan.

This is a complex topic and not to be taken lightly. If you
would like more information or to arrange a review
call your advisor now. Bruce Hamillon: 03 442 5206,
email: bruce@swainwoodham.co.nz

A Family Trust - For You or Not?

Jonathan Cron Managing Director of
NZ Trustees tells you all that you need to know

Although family trusts have become popular over
recent years the concept of trusts has been with us in
one form or another for four hundred years. Their purpose
has always been much the same. The purpose is simply
to protect our assets.

Assets can be put at risk in a number of different ways.
These can include business failure, legal action or
a relationship breakdown. We also do not know
what the future holds. Will a change of Government
see the infroduction of a Capital Gains Tax or will
the Asset Testing Regime be exiended to other
Government Benefits.

When someone perceives that Assets could be put at
risk through that person owning them then they seek to
divest themselves of those assets. They would usually
still like to obtain the use or take a benefit from the
assets so they will transfer the Assets to Trustees who
would hold them on behalf of a family group rather
than an individual.

The transfer process usually takes a little time but in
the end the Assets are held for a group of people
rather than an individual so are not put at risk through
the actions or situation of any one individual.

Should you have a trust?
1. Do you or your partner operate your own business?

2. Do you or your pariner give advice or provide a
service on which others rely.

3. Do you believe that in the future you could not be
entitled to a Government benefit because of the
level of assets that you own?

4. Are you afraid that your family assets could be put
at risk in the event of your death or separation from
your partner?

If the answer to any of these questions is ‘Yes’ then
having a Family Trust may be of benefit to you.
Remember the time to set up a Trust is when you don't
actually need it!

SwainWoodham Group works closely NZ Trustee Services.
If you would like to know about establishing a Trust or
would like to review your current Trust contact your
advisor who will arrange a consultation with NZ Trustee
Services for you.

SwainWoodham Group...
Making a Difference in our Community

The team from the SwainWoodham Group Christchurch office took time
out late last year to support families staying at Ronald McDonald House
while their children are receiving treatment at Christchurch Hospital.
The team including partners came together to plan and cook dinner for the
families and enjoyed the opportunity to share a meal with them.




SwainWoodham Group Our Experienced Team

)

Ken Swain Peter Scully Mike Saunders Karen de Vries Bruce Hamilton
Executive Chairman Senior Advisor - Invercargill Senior Advisor - Invercargill Advisor - Invercargill Advisor - Queenstown
021 792 445 027 435 6706 021 036 1631 021 688 001 021 942 303

Sandra Maddison Linda Bell Simon Patterson Patricia Devlin Sharyn Colville
Adpvisor - Invercargill Health Insurance Adyvisor Adpvisor - Invercargill Practice Manager Practice Manager
027 474 9744 Invercargill 021754 376 Invercargill Christchurch
03211 1177 032111174 03 961 5446

Nigel Hickey Nick O’Neill David Hume Paula Jones Corey Williams

Director/Advisor Director/Advisor Advisor - Christchurch Advisor - Christchurch Adpvisor - Christchurch
Christchurch Christchurch 021 323 757 027 285 3785 021 288 0600
03 961 5461 027 440 2504

We invite you to contact our
Invercargill, Queenstown or Christchurch Team directly or...

FREEPHONE: 0800 355 444 www.swainwoodham.co.nz

( A disclosure document is available for all advisors upon request)

SwainWoodham Group - Green At Heart

SwainWoodham Group are committed to caring If you are happy to move to email delivery
for our environment. Part of that commitment relies  simply visit the news page of our website:

on your support. Instead of receiving 3 printed and click to subscribe.
newsletters per year delivered by post, you can Together we can make a difference.
receive them via email - the choice is yours.




