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Sue is the woman at the forefront of Nicholsons Management Services        (NMS) - a successful and quickly expanding business. 

She is a qualified accountant with a difference !

Her  post-graduate qualifications in management means that she is much more than an accountant – she can offer a wide range of skills to improve many facets of your business .  Sue has worked extensively in local government, managing multi-million dollar budgets and has been invited to chair several charity committees and community organisations.  She now holds seminars for those starting new businesses so that they can set off with confidence and in the knowledge that there is a professional service behind them to help them along the way.

Sue, originally from England, emigrated in 2000 and has since established a consultancy practice focusing on small business.  Using her experience and skills she has helped guide many businesses to success on the Gold Coast.  
Sue is approachable friendly and extremely knowledgeable on all facets of business and her business, Nicholsons Management Services, offers a wide range of services which cater for specific business needs.  

Sue also offers seminars in starting and running a business which are guaranteed to add to your bottom line as well as your confidence.  Sue believes in empowering people to find their potential and increase their personal wealth – whether that is in cash terms or general well being and feel good factor.
How to easily avoid penalties from the ATO !
The most frustrating part of any business is often the administration.  Unless you are in my field, which is clearly all about administration, you will have talents, skills and knowledge in the core area of your business - not in administration. And even more frustrating is that fact that although the administration of your business is hugely important, it is usual that this is the part you do not enjoy.  It just takes away from what you want to do.

However, it is estimated that 1 in 15 small businesses fail due to inaccurate record keeping necessary for the ATO.  Yet another statistic is that 
50% of all small businesses fail in the first four years.  
The ATO’s requirements were set up not only to collect tax for them – but to persuade small businesses to have more financial control. And if you take the opportunity of using their requirements for better and more information positively you will be able to turn “onerous demands” into a highly beneficial process for your business.  This can only lead to you having financially informative and useful information with which you can run your business more successfully.
A well run and well organized business is much less likely to fail.  Organisation of your paperwork and figures will lead you to having greater knowledge of your finances – this will in turn lead you to an understanding of what area of your business is successful and also where it is struggling.  This can only be helpful to any entrepreneur wanting to grow and develop his or her business.
The ATO now audits more and more small businesses and have a large data base of industry standards.  This data provides guidelines for how much profit your business should be making.  Any significant variance in the amounts you pay over to them or in your declared income at the end of the year is certain to flag up an audit within their system.  Furthermore, if you work in an area that deals predominantly cash they will be all the more vigilant to look at how you operate.
Moreover they do not accept ignorance of GST, tax legislation or PAYG legislation as an excuse for you not to pay monies you owe them. 

So let’s look at the implications for your relationship with the ATO of poor record keeping and poor financial information -
· You will miss the deadlines for the quarterly BAS and incur $110 in penalties for every month you are late (for each and every BAS)
· More penalties may be incurred if you are late with your yearly tax return.

· You will incur interest on the monies not paid to the ATO because you were late in completing and presenting the paperwork

· Any inaccuracies in the data you have submitted means that you will have to pay interest from the date the data should have been submitted

· The ATO will reconcile BAS information, PAYG information and end of year tax returns and will expect you to be able to explain in detail any differences between the different statements
· If the ATO are not satisfied with your data or explanations they can assume monies coming into the business to cover expenses is your personal income.  This will lead them to charge you income tax and maybe penalties based on their calculations of what they perceive your income to be.
And how do they calculate what you owe them?  It is based on their analysis at the audit - and their interpretation of tax legislation.  They will go through your paperwork thoroughly and inadequate records and information will be assessed.  Any errors you have made, or any missing information may result in additional monies being owed to them.  This liability will accrue interest from the date of the transaction.  
And they can go back 5 years.

If they are unhappy with the period they are auditing they can and will go back further and further.  They will also look at other businesses you are involved in.  If they are really unhappy with what they find, they can carry out a lifestyle audit to look at your personal accounts to try and track all income to you and your family.

So it is crucial to organise your paperwork and accounting system so that this does not happen to you.  

Because the ATO demands are for basic business information there are other major implications for you, and your business. If you are not keeping to their standards the following can be serious consequences: 

· Poor record keeping means that you are not on top of how your business is performing and you will not be making the right business decisions required to help your business grow.

· Your cash management is probably leading to an inability to pay your quarterly BAS and then getting in to debt with the ATO and  your other suppliers.  
· Poor payments to supplier will be damaging to your reputation

· This disorganization will affect your business performance and will be felt by your customers

So what are the ATO’s requirements?
If they come to see you, (and, remember, their goal is to visit every business once in five years) you will need your paperwork and administration procedures set up in such a way that you are able to answer their questions with the least amount of fuss or delay.  
The requirement to have your paperwork in an orderly fashion is written into the latest taxation ruling  ( 2005) as shown below.  It is quite clear that they want your records kept in a manner that allows them to easily follow your business processes at the individual transaction level so that they can see how you have been operating.  They will be looking for evidence of 

· how you bill for your products and services

· how you are invoiced for your supplies 
· how you have paid for your supplied 
· how you have been paid.
The following is a quote directly from the ATO guidelines for record keeping found on the ATO web site (www.ato.gov.au) :

“ We (the legislative body) recognise that ATO staff need to have accounting skills to be able  to readily ascertain a person's liability. 


  The Macquarie Dictionary defines 'readily' as: 

                ' promptly; quickly; easily.' 

It defines 'ascertain' as: 

"to find out by trial, examination or experiment, so as to know as certain; determine." 

Generally, we would expect that ATO staff with accounting skills would be able to quickly and easily determine a person's taxation liability without needing too much assistance from that person 

(i.e. the business being audited)”
When carrying out audits generally the ATO officers do not require you to have a business software package  – but to be honest if you are trying to do everything manually you will be wasting huge amounts of your valuable time and therefore money.

So how do you manage the administration of your business finances in order to satisfy the ATO demands ?
The basis of any administration system is to be organised and Keep It Simple !

It does not need to be complicated and, in fact, if it is you will not be in a position to easily manage your money or even able to remember where you have put the papers.
So you will need to have in place the following basics – and then follow the four steps outlined below.  Its easy once you know how…

1. You will need an accounting system that:

· Records all monies into and out of the business 

· Records the method by which you receive money - and be very careful that all cash is accounted for even if you pay it out before it goes into the bank.  Any audit will be taking note of all cash transactions and expect this area to balance.

· Records how you pay for your supplies.  This is an area in which I constantly find that people do not pay enough attention.  Consequently huge amounts of time are wasted trying to remember at a later date how you paid for something and what amount you paid.  E.g. Did I take into account that credit note on this payment? Did I pay by credit card or cash etc. 

· Provides simple and easy to understand reports for you to present to the ATO.  These reports should be the evidence of what the ATO require in terms of:

· Your sales
· Your purchases

· Cash reconciliation

· Bank reconciliation
· Wages, PAYG and superannuation reconciliations

· Your wages or drawings or loan account 

· How you came to the figures on your BAS

· How you identify the different type of GST codes

2. You should also have a clear filing system that works in tandem with the accounting package.  No paperwork should be hard to find and the ATO are always impressed if you can find what they want quickly and effortlessly.  A straightforward system can easily be put together to satisfy their demands.  This system will also help you in your day to day work and make great time savings for you.  

NB.  I do not find that filing in manila folders under supplier’s names works.  The records are not in any order that relates to credit card or bank statements so when an auditor arrives you are going through files and looking for what invoice relates to what cheque.
How do you put this into place ?

With a little bit of time and effort this can be very easily implemented.  It is something I have done and do on a regular basis.  Following the motto to ‘keep it simple’ - there is no need for you to have a complicated process.  It does not need to be expensive either.  Just be organised.
Follow these four steps:
Step One : 

Buy a good software accounting package.  I recommend MYOB but lots of people like Quickbooks.  You need a package that provides high level reporting for Profit and Loss and Balance sheets – but it also needs to be easy to use and has very good technical support for you if you have any problems.
Step Two:  

Either learn how to use it yourself or get a bookkeeper to get on top of things for you.  Make sure you get a bookkeeper who understands accounting and the implications of bookkeeping so that your tax agent/accountant does not have to double handle the data to produce your tax return.  This will make HUGE savings in time and your accounting bills.
Step Three: 

Simply file records in ring binders with dividers for each financial year.  
I suggest the following simple sections:

· Invoices in cheque number order ( if in large numbers separate them into months)

· Invoices paid by credit card attached to the statement and filed in a separate section

· Invoices relating to ‘eft” payments filed in a separate section but in order of bank statements

· Invoices paid by cash in their own section

· A main file with all bank statements and reconciliation reports, BAS statements and appropriate working papers, taxation correspondence and any other loan documentation etc.

· Use an entered stamp to identify whether you have put it into the computer system

Step Four:
Keep on top of the data entry and filing.  If you let it fall behind it becomes a much bigger job and you will find it hard to remember.  Weekly time spent now will save you weeks later.

Easy isn’t it ??
The 7 positive effects of putting a well managed accounting and record keeping system into practice:
1.   ATO Officers will be presented with an administration system that works.  By this I mean that you will be able to present the tax invoices in an order that anyone can easily follow.  These invoices will be traceable to bank statements and cheque books.  And you will be able to produce reports that show you have reconciled your cash and bank.  This entirely satisfies the requirements of the legislation quoted above.
2. You will have a simple and easy to use reporting system that provides you with all the information so you can control your finances and make informed financial and management decisions about your business
3. You will have a good relationship with ATO because you will be meeting their deadlines and they will be able to see that you are able to manage your affairs in a professional manner.  This is a must.
4. You will have control of your money.  This will mean quicker debt collection and good control and understanding of your liabilities to the ATO and other supplies so you can plan your payments.  This all leads to more money in the bank when you need it.
5. You can use this system to budget for next year and plan a growth and expansion programme for your business so you can get ahead. 
6. You will be less stressed, less frustrated and more confident and very importantly feel in control.  This in turn will lead to a better profile with your customers and will instill in them confidence in you and your business.  There is nothing that undermines consumer confidence more than dealing with a business that appears chaotic.
7. Finally you can enjoy yourself knowing that all that administration is well in hand and under control.
And all that from just having a good accounting and record keeping system !!  It is an area that is often overlooked but can have enormous payback for your business.
So if you need some advice  or would appreciate some help – please read to see how NMS can help you…
Otherwise please email me with your questions !
Nicholsons Management Services (NMS) provide a wide range of services to ‘help you improve your business’

1. Seminars:
These are available on Tweed and Gold Coasts on a regular basis and other areas can be arranged with group booking of 10 or more people.


“Creating your new business”.   These are full day seminars which offer valuable advice on setting up and running a business.  They provide not only knowledge on how to run a successful business but they instill confidence in people who have come up with a new business idea.  They cover a range of topics including planning strategies, finance, administration, GST and work and life balance as well as giving you a forum in which to bounce your ideas around.  

“Running your business”.  A full day of in depth analysis of your business and how it is running and how it could be more successful.  The day will provide detailed information on how to plan for success, be more confident, keep your cash flowing , and understand how you could improve your bottom line.  All this will assist you in controlling your business!

“Business Planning”.  A half day to teach you to plan for greater success by designing a strategic plan for growth.  You may need finance for that project or a loan to increase the size of your business.  You will not only learn how to present your information to the finance company but we will also give you time and help to consider how to use this information to control the growth of your business so that the finances don’t get away from you.

“Staff Management”.  This is a half day seminar on how to manage staff.  This area is arguably the most difficult in any business.  Topics include  how to successfully recruit and retain good staff, how to deal with difficult staff and  includes strategies on conflict management.  

“Time Management”. This half day seminar will teach you how to make the most of your time.  We all have the same amount of time – but how do some people just seem to get more done.  Tips and methods will be discussed and developed to help you make the most of your time.

All the above Seminars are small in number so that although they are full of valuable information they are flexible enough to provideyou’re your individual needs.

2. MYOB Tuition

The core philosophy of Nicholsons Management Services is to empower people to run and control their businesses with confidence.  Therefore an essential part of that is to have an accounting package that provides good quality reporting on the information fed into it to help you manage your finances.  MYOB is an excellent product for this and NMS has provided many businesses with excellent personal tuition so that new owners and staff alike can confidently use this product.

We can also offer you a MYOB package at a very good discounted rate as we are a ‘professional partner’ of the MYOB organisation.  So if you are considering buying MYOB don’t pay full price.  Ring us or email us for  a quote.

We design a personalised training schedule for you in your office so that the training matches your needs and goes at your pace.  

3. Bookkeeping and Accountancy services 
NMS offers a high quality, flexible, reliable and efficient level of service for all your bookkeeping and accountancy needs.  These services are tailored to your business’ needs.  It ranges from:

a) Collection of all paperwork and putting together the quarterly accounts for the Business Activity Statements, so that quarterly Profit and Loss statements are available for you to manage your business.

b) Finalisation of quarterly and year end figures in conjunction with your accountant 

c) Regular site visits to review data entry by on site staff to ensure quarterly figures are accurate for BAS and year end figures.

We also carry out effective liaison with your accountant so that a seamless service is provided keeping your costs and hassle to a minimum.

4.  Human Resource Consultancy:

Let us help you recruit, retain and review your staff.  This will help you have the best personnel for your needs which is invaluable for an successful and growing business.  Nicholsons can also work with you to provide help with restructuring, and negotiation with difficult staff to offer win-win solutions for workplace conflicts. Unhappy staff are not productive.
5. Office Organisation:

This is a new and incredible service where your office/workspace can be reviewed to provide the most effective use of space, processes and paper so that staff and customers alike feel comfortable and energized when they are inside your business.  Being disorganized affects you consciously and unconsciously and causing restlessness, insomnia and irritability. 

Let us look at the way your office is administered and suggest improvements.

6.  Feng Shui:

Consumer confidence is bolstered if your office or workshop space is well organized and efficient.  Moreover your mind will be clearer and more focused if you are organized.

“Feng Shui” is an ancient Chinese art of how to use of space deal with your clutter. 

To date Nicholsons Management Services has worked with clients very successfully and highly recommends consultations by qualified practitioners from The Institute of Holistic Feng Shui.  Richard Branson has all his buildings and offices laid out using the very best Feng Shui practices.  If Feng Shui dramatically helped him build his successful global businesses – how about a consultation for you too?  
Quick and dramatic effects will help financial flow, relationships with customers and staff and the general well being of you and your business.
See web site for details of prices
∞∞∞∞∞∞∞∞∞∞∞∞∞∞∞
I hope you have had some good ideas whilst reading this book and if you have any comments or would like any more information please email sue at williams18@austarnet.com.au.  But please quote the e-book in the title otherwise it may be deemed junk mail.[image: image1.png]
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