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Cash Flow – The Lifeblood of Your Business
Business owners face a number of challenges that can keep them awake at night.
To prosper you obviously need a good product or service and you should strive to
provide awesome customer service. You might need to raise finance, you’ll certainly need some marketing skills and you’ll probably have come to terms with
bookkeeping, Business Activity Statements and have an understanding of the tax
implications of your business structure.
As your business grows, so does the magnitude of some of the challenges. Poor
cash flow is a major factor in why businesses fail and the Ombudsman’s Office
found Australian businesses and some Government sectors are
notorious late
payers. On average customers pay 26.4 days later than the due date. This triggers a
domino effect down the supplier chain and the building trades are notorious late payers. With slow cash flow, it’s common
practice for business owners to use their credit card or personal savings to prop up the business but this is one of the early
warning signs that a business might be in trouble.
With Christmas and the holiday season, a lot of November and December invoices don’t get paid until February. That can
be catastrophic for seasonal businesses like function centres and party hire businesses.
Cash flow is the life blood of your business so let’s look at some ways to help improve
your cash flow.

1. Payment Terms
Before you commence work for any new customer, client or patient, always state your
rates, payment terms and policies regarding late payments including any additional fees
and charges. Your invoices and new customer onboarding documentation must highlight
your trading terms.
What is standard in your industry – cash on delivery (COD), 7 days, 14 days or 30 days?
Make it crystal clear and there’s nothing stopping you from asking for payment sooner including payment on delivery. On
the flip side, negotiate with your suppliers for extended payment terms and if possible, beyond 30 days. According to
ASIC’s annual report on corporate insolvency, difficulties in meeting creditors’ deadlines was identified as a top indicator
of a business becoming cash insolvent.
Of course, don’t delay invoicing the work. Invoice your customers the moment the job is completed or even ask for
progress payments. This is common practice for large jobs and particularly in the construction industry. Some ask for prepayment of 50% of the job. In business, procrastination can lead to poverty.
From an administration point of view, accounting software can automate the debtor follow up process and where
possible, put direct debit payments in place for your customers to minimise the delay between invoicing and receipt of the
funds. Don’t forget to follow up overdue accounts with customer statements but a follow up reminder phone call is more
likely to get a response. As they say, the squeaky wheel gets oiled.

The greatest compliment we receive from our clients is the referral of their friends, family
and business colleagues. Thank you for your support and trust.

Cash Flow – The Lifeblood of Your Business (Continued)
2. Planning & Cash Flow Forecast
When running a business, failing to plan is planning to fail. As a business owner, it is vitally important that you identify any
future cash shortages and banks can take weeks (if not months) to approve loans and overdrafts. According to ASIC’s annual report on corporate insolvency, poor strategic management and planning contributed to 46% of all business failures during the 2017/18 financial
year.
You should produce a cashflow budget for the next quarter and year to identify any likely
cash shortfalls. Your cash flow budget will highlight the inflow and outflow of cash in your
business and project bank balances at the end of the month. Your projections should be
supported by realistic assumptions and remember, if you run out of funds your landlord,
staff and suppliers aren’t going to fund the operation of your business.
As a business owner you might be juggling a number of important roles, but you can’t
afford to take your eye off your cash flow. If you are too busy in the sales, marketing or production roles, get a staff member to monitor daily and weekly inflows and outflows to make sure there is sufficient cash on hand to pay your rent, wages and regular outgoings.

3. Keep it Simple
The business landscape has changed courtesy of the internet and smart phones. Tap and go is common practice and customers expect to pay and go in seconds. They don’t want to wait for you to produce and print invoices and if you’re currently preparing manual invoices, it’s time to convert to an accounting system with automated billing. You’ll never forget
to
invoice a client, you’ll eliminate errors and you save time by emailing your customer the invoice. The software
program will automatically update your debtors and send customer statements.
Point of sale systems are now very sophisticated and are designed for customer
convenience as well as your stock control. They can activate the re-order of
items of stock and help with monitoring pilferage. Give customers the option to
pay you with secure options including EFTPOS, bank transfers and credit cards.
For small business owners, cash is king and you need to monitor your accounts receivable on a regular basis. Generate an
aged debtors report to identify your problem customers and communicate with them. Provided it works for you, offer
them a repayment plan or consider placing the outstanding amount in the hands of a debt collection agency. Recovery
action is a last resort and while you risk losing the customer, delinquent customers can send you broke. As a small business owner, you’re not in the loan business.
If you need help preparing a cash flow budget, talk to us today.

Single Touch Payroll Reporting
From 1 July 2019 Single Touch Payroll or STP will be mandatory for all employers no matter how large or small.
STP is similar to the current Superstream system except that reporting to the ATO is required every time you pay your staff.
Manual Wage Books will no longer be acceptable. If you don’t already have a computerised payroll system you will need to
convert prior to 1 July 2019.
We realise that this is a major change for a lot of our clients and we can assist with matching your business with the payroll
system that is right for you and help with the setup. Various software developers are currently developing simple payroll
systems to help smaller businesses comply with the new legislation.
We shall advise further as these lower cost systems are released.
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Work Vehicles—FBT Ute Exemption
The majority of businesses and tradies have relied on the Ute Exemption from FBT based on the utility having only minor
private use. The ATO has now reviewed the exemption and provided guidance on what constitutes minor private use.
Who is Affected: All businesses who provide work vehicles to employees except self employed persons and contractors
operating under their own name or in a partnership i.e. any Company or Trust that owns a vehicle or partnership that
provides a vehicle to an employee.
What vehicles are affected: Panel vans, utility or other commercial vehicles (One that is not designed principally to carry
passengers)
What is the change: for a work vehicle to continue to be exempt from FBT it must:
- Be a work vehicle designed to carry less than 1 tonne and its private use by the employee is limited to
- Travel between home and work
- Incidental work related travel
- Minor, infrequent and irregular work use which is now defined as up to 1000 kilometres of private travel per
year as long as no single journey exceeds 200 km.
These guidelines will apply to the 2019 FBT year and onwards.
What if a vehicle doesn’t comply: FBT will be payable under the
statutory method based on 20% of the cost of the vehicle, which on a
$50,000 dual cab vehicle can be a $10,000 tax imposed on the
business. If a log book has been kept to accurately record the actual
private use, the log book method may be used to calculate the Fringe
Benefit.
How can businesses protect themselves: The following is advised when providing a work vehicle to an employee for which
the FBT exemption is intended.
- A clear HR policy is provided to the employee
- The policy states the extent of private use allowed in the vehicle
- The consequences of not abiding by the policy
- The requirement for the employee to provide a declaration each year of the private travel undertaken in the car
- It is further advised that the employee signs their acknowledgement and acceptance of the policy
(Template declarations are available)
What if the vehicle exceeds 1 tonne? Vehicles designed to carry a load exceeding
1 tonne fall into the residual fringe benefit category. A similar exemption applies
for minor infrequent use of a non-car motor vehicle. Where private use is more
than minor a cents per km method can be used to value the fringe benefit.
What about an ordinary car? Fringe Benefits Tax applies to ordinary cars based
on 20% of the cost of the car or the log book method if a log book has been kept
for a twelve week representative period in the last 5 years. There is no minor use
exemption for ordinary cars.
If you have any questions regarding vehicles owned by your business please don’t
hesitate to contact our office to clarify how the FBT rules may affect you.
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Common Bookkeeping Mistakes to Avoid
Let’s face it, bookkeeping isn’t fun but it’s an essential part of running a successful business.
Courtesy of technology and the cloud it has gotten easier, however, bookkeeping still remains a headache for many
business owners. It’s more than just keeping the score, it’s about having access to up to date financial information so
you can make informed business decisions. As accountants, quality records let us do tax planning that can save you
money. They give us information, so we can advise you on whether to prepay expenses, lease or buy equipment or possibly delay issuing invoices until after the end of the financial year.
Our mission is to help you cut the cost of compliance and here are
some of the more costly bookkeeping mistakes to avoid this year.
❶ The Wrong Software Program
Using the wrong software program can prove catastrophic. The key is
to make sure you match your business needs (payroll, invoicing, point
of sale etc.) with your level of accounting skill. Unfortunately, we pick
up a lot of new small business clients who are using software that is
beyond their level of accounting skill and beyond their business needs.
You don’t need to drive a Mercedes when a Mitsubishi will do the job.
In a lot of cases, these people create 'computerised shoebox’ records. That type of bookkeeping wastes precious time
and money with additional bookkeeping costs to ‘fix’ the mess.
❷ Avoid Binge Bookkeeping
Try to avoid ‘binge’ bookkeeping when you cram all the work into one day or night. As a
small business owner, you have a lot on your plate and remembering what you paid the
‘Acme Company’ $77 for some 90 days ago can be a challenge. Be disciplined, keep your
bookkeeping up to date and make sure you meet all the ATO lodgement deadlines. Ideally,
time poor business owners should allocate a part of the week to their bookkeeping.
❸ Ban the Shoe Box
Busy entrepreneurs often empty their wallets and throw a pile of receipts into a box or tray on their desk for filing at a
later date. The problem is, the pile gets bigger and bigger and they struggle to find the time to catch up.
Increasingly, most transactions are now online and there has been a
massive shift towards cloud-based digital bookkeeping systems.
These have the functionality to scan in your receipts to eliminate
shoebox record keeping forever. Excel spreadsheets are also a thing
of the past and you can also extract reports at a mouse click and reconcile your transactions to your bank statements. Your data file is
automatically backed-up and there’s no need to download software
updates because when you use a cloud-based program it’s automatically done for you.
❹ Separate Business & Personal
Another general rule is, separate your business and personal expenses. Keep it simple and don’t merge your business and private banking. It’s convenient to use your credit card for everything but it gets messy when it’s time to do your bookkeeping. With respect to bank accounts, it’s a nightmare reimbursing expenses paid out of personal accounts so be disciplined and pay all your business expenses from the business account.
Continued over page...

MMK Accounting’s On The Money—December 2018 Page 4

Common Bookkeeping Mistakes to Avoid (Continued…)
❺ Keep Receipts!
The onus of proof is always the responsibility of the taxpayer. The Australian Taxation Office (ATO) require proof of
all business purchases including receipts or tax invoices that detail the supplier, the amount paid and where applicable, the amount of GST. There are some small exceptions to this rule.
Bank statements might detail the payee details that does make
bookkeeping easier, however, they aren’t going to satisfy the ATO
guidelines. You’ll often find the business you purchased from has a
different trading name so then when you go to categorise the expense
it’s difficult to ascertain what it was for. Obviously, the description on
your bank statement doesn’t detail what the expense was so you need
to refer to the tax invoice for more detail when doing your bookkeeping. The ATO require you to keep your receipts for 5 years.
❻ Staff Requirements
When you employ staff, your record keeping requirements increase
dramatically. You have to keep payroll records and track superannuation obligations plus produce PAYG Payment Summaries at the end of
the year. Failing to satisfy superannuation guarantee requirements will
attract the ATO’s attention and possibly incur fines.
These relatively simple tips can help you control the bookkeeping burden. Of course, if you need advice regarding
what software suits your business or if you need training to use the program, please don’t hesitate to contact us.

Cents Per Kilometre Rate Change
The rate for work-related car expenses has increased for the income year starting 1 July 2018. It is now 68 cents per
kilometre.
This applies if you have chosen to use the cents per kilometre method for
calculating work-related car expenses and will remain in place until the
Commissioner decides it should be varied.
If you are paying your employees a car allowance in excess of 68 cents per
kilometre, you need to withhold tax on the amount you pay over 68 cents.
Further information is available from the ATO website:https://www.ato.gov.au/Business/Income-and-deductions-for-business/
Deductions/Motor-vehicle-expenses/Claiming-motor-vehicle-expenses-as-asole-trader/Cents-per-kilometre-method/
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Tax Office Launches Mobile Strike Teams
The Tax Office are on the move and are deploying what the
Deputy Commissioner for Small Business, Deborah Jenkins
describes as ‘mobile strike teams’ to uncover business
owners who are not complying and avoiding tax with a
clear focus on the cash economy. The initiative is designed
to “protect honest businesses” from being undermined by
“competitors who get an unfair advantage when they don’t
report all of their income”.
The Tax Office plans to visit 10,000 small businesses in the
2019 financial year in a nationwide compliance push and
already this year the strike teams have visited 3,000
businesses in six areas including Box Hill in Victoria, the
Adelaide CBD and Broadbeach on the Gold Coast. All up, 30
locations will be targeted and next on the hit list are Alice
Springs, Darwin and Katherine in the Northern Territory,
Geelong in Victoria, Wollongong in NSW and Launceston in
Tasmania. Townhall information sessions are being
included as part of the campaign and presentations are
being delivered in both English and Mandarin.
Jenkins said the ATO wants to work with businesses that
have unintentionally made tax errors to fix issues while
using its powers to hold those intentionally dodging tax to
account. She explained the Tax Office is paying particular
attention to the claiming of private expenses for business
purposes including motor vehicles, home office expenses
and claims for overseas travel. The split of claims between
business and personal use was on the radar as was the
omission of income and a lack of understanding over how
tax applies to different business structures.

•

more than one entity or taxpayer.
Not including income from coupon sales.

The Deputy Commissioner for Small Business, Deborah
Jenkins’ advice for business owners includes:
•
•
•
•
•

To claim an expense, the money must have been
spent on your business - this doesn’t include
childcare fees or clothes for the family.
When a claim is a mix of business and private, only
claim the business portion.
Records need to be provided to demonstrate how
claims have been calculated, such as bank
statements or receipts.
Include all income, including cash, EFTPOS and
online sales.
Sole traders still need to lodge tax returns, even if
their income is below the $18,200 annual tax-free
threshold.

If you have any concerns or queries regarding the
allocation of expenses or your compliance obligations,
please don’t hesitate to contact our office today.

The Common Mistakes the ATO Has Observed Recently:
•
Forgetting to check all bank accounts for interest
income.
•
Forgetting to correctly report dividends and franking
credits.
•
Poorly substantiated small business expense claims.
•
Businesses not completing annual reconciliation of
income tax return
information and Business
Activity Statements (BAS).
•
Small calculation errors, including transposition of
figures.
•
Claiming business expenses as GST inclusive rather
than GST exclusive.
•
Overclaiming tax agent fees where they relate to

IMPORTANT DISCLAIMER: This newsletter does not constitute advice. Clients should not act solely on the basis of the
material contained in this newsletter. Items herein are general comments only and do not constitute or convey advice per
se. Also changes in legislation may occur quickly and we therefore recommend that our formal advice be sought before
acting in any of these areas. This newsletter is issued as a helpful guide to clients and for their private information. It should
be regarded as confidential and not be made available to any person without our prior approval.

Liability limited by a scheme approved under Professional Standard legislation
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