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  Beaver Novello Moss Newsletter                            


The business realities of managing Christmas 
The Christmas season affects different businesses in different ways and can have a significant impact on you. 

For some, it is boom times but for others, a period of significant dislocation.  Because of these differences, there is not a one size fits all answer to the best way to prepare and manage the season.  You need to look at your business model and how the season affects your customers and suppliers. Armed with this information, what you need to be doing should be reasonably predictable. 

Any period where operating conditions change means that there can be an impact on your profitability and cash flow.  You need to look at both of these areas.  
If you carry debtors, be aware that many of your customer’s suppliers will be trying to collect their accounts prior to the Christmas season.  And, of course, some of those customers may have a close down period or have people away over January who approve or authorise payments.  Don’t be last on the payment list.  If you have customers who are cash flow stretched then it will be ‘first in first served’.  If you are too slow in chasing your accounts you may be waiting until February to collect your money.  Get to them early and have a concerted follow up approach to get your cash in.

If you carry trading stock, you need to find a balance between ensuring that you have enough stock to satisfy demand during what may be a busy trading period and over-committing and finding yourself with surplus stock.  Where your stock is either seasonal or time limited, this balance is critical.  See if you can have a range of suppliers that can supply on short notice.  If you can have your suppliers carry your stock for you or who will supply you on a consignment basis, this will significantly improve your cash flow position.

The sale signs are already all over town and this will only escalate through January.  Understand the impact of your pricing and the effect of any discounting you offer.  We all want to make that extra sale but don’t get sucked into discounting yourself into a loss.  You need to get the balance right between pricing to be competitive and pricing that returns a profit to your business.  Know your numbers and make informed decisions.

The Christmas period can bring an increase in operating costs.  This can include additional wage costs and penalty rates, end of year bonuses and Christmas gifts.  Continued over the page…

Dear Santa,

Thank you for the opportunity to provide advice on your Australian tax position.  We are concerned by a number of areas of your operation that will no doubt come under scrutiny by the ATO.  We note these below:

GST
Most goods imported into Australia with a value above $1,000 are subject to GST.  With approximately 4,329,000 children in Australia on your list, averaging $40 per gift (depending on whether they have been naughty or nice), we estimate that you will be liable for GST in excess of $17,317,192.  We need to discuss tax structuring urgently.

We are also concerned that you also may face other commercial issues from Australian retailers who will perceive your ‘gift’ giving as a hostile attempt to gain market share (please Google recent comments by Gerry Harvey and GST). Continued over the page…
Dear Santa continued…
Santa’s little helpers
Superannuation guarantee

A review should be completed of the employment status of any ‘Santa’s little helpers’ based in Australia to determine if they are contractors or employees.  If the helpers are deemed to be employees, you may be liable for the 9% superannuation guarantee (for this year and all other years).  It may be hard to argue that they are truly independent given the level of corporate branding involved.  

If the helpers are indeed ‘volunteers’ we will need to consult with an employment lawyer regarding potential slave labour issues and discrimination of a minority group.   

Living away from home allowance

If any of the little helpers currently based in Australia are receiving living away from home allowances (LAFHA), we will need to review and restructure these arrangements early in the New Year.  The Government has recently announced a series of significant changes to the LAFHA rules that will require all employers currently making use of these concessions to review their arrangements. 
Cookies, milk and other non-cash benefits

There is the potential for the ‘gifts’ you receive from children at Christmas to be taxed as non-cash business benefits.  That is, the cookies, milk, scotch and other benefits you receive may be considered income by the tax office and tax applied to the value of those benefits.  
Depreciating your reindeer

In the event that you are liable to pay tax under Australian law, there might be an opportunity to depreciate the cost of your reindeer over their effective lives.

There are currently no provisions within Australian tax law to allow the Commissioner the discretion to ignore your tax liabilities as a goodwill gesture.

Please contact us urgently regarding these issues.

Thank you.

Quote of the month

“Maybe Christmas, the Grinch thought, doesn’t come from a store.”

Dr Seuss
\

The business realities of managing Christmas continued
Where your business has a close down period over Christmas, the impact of these increased costs can be compounded by a reduction in revenue.  The key is to understand the effect of the period and build it into your budget - you need to do this at a trading level and also map the cash flow effect.  Once you understand the impact, ensure that you can afford it and don’t over commit your business.  Too much Xmas spirit can be deadly.

Manage the festive period and your business will start the New Year fit and healthy.
Tax efficient gift giving
Giving to your team

· Christmas celebrations at your work on a working day are likely to be exempt from FBT.

· Keep the cost of celebrations below $300 per person to ensure the event is a minor benefit for FBT purposes and exempt from FBT (including meals, beverages, entertainment, etc.,).

· Keep any Christmas presents below $300 per person and ensure they are ‘one-off’ gifts.  They need to be ad-hoc to be exempt from FBT.

· You can’t deduct the cost of your Christmas celebrations for team members unless FBT applies.  

Clients and Christmas

· Entertaining your clients at Christmas is not tax deductible. Sorry.
· Give a gift instead – gifts are deductible as long as the gift is given by the business with the expectation that the business will benefit (i.e., the gift is given with the expectation of generating revenue).

�


Christmas is a time when we can give a collective sigh of relief and, for a short time, put away the hard work that consumes us and focus on what’s really important.  Be generous to others, be generous to yourself and relax. 2012 will be here soon enough. We look forward to working with you in the New Year.  





Merry Christmas














The material and contents provided in this publication are informative in nature only.  It is not intended to be advice and you should not act specifically on the basis of this information alone.  If expert assistance is required, professional advice should be obtained. 

