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Money Matters

Weathering the seasons:
dealing with fluctuating demand

Any business can experience peaks and troughs, and for seasonal firms,
these varying demands are more extreme. It can be difficult to manage
the drastic change of pace and the fluctuating bank balance, but by
following some best practice principles, you can help to ensure
that your business runs smoothly, whatever the season.

Maintain a healthy cashflow

A healthy cashflow is important for any business,
but it is crucial if your trade experiences
fluctuations in demand. Overspending when you
have money in abundance can leave you short

in the months when your business is quieter.

Cashflow forecasting can help you to stay in control.
Estimating your sales, revenue and expenditure
pattern for the year to come is a valuable exercise
for organising your finances, to make sure that you
do not run out of funds. Remember to review these
forecasts regularly to ensure that they are up to date.

Utilise your ‘down time’

The advantage of having quieter periods is that
they offer the opportunity to plan and improve.

Some important areas to consider may include:

* Market research — Identify any changes in
your market and competitors” activities and
refine your business plan and forecasts

* Promotion — Think about your forthcoming
marketing campaigns. Leave plenty of
time before periods of high trade to
promote your products or services

* Strategic analysis — Review your last busy
period. Could anything be handled differently in
order to make next year run more smoothly?

Forward planning should become a focus
in these quieter months so that you have
a solid and dependable plan in place
ahead of your next busy season.
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Manage your stock efficiently

Analysing past sales and demand should help you to gauge
the correct quantity of stock to buy. Keeping stock levels
to a minimum will free up money that would otherwise be
tied up, so if you are left with excess stock, why not think
about advertising a promotion or “end of season” sale to
boost sales and shift any surplus? Employing a flexible
pricing plan that reflects demand may help to improve
cashflow and boost your bottom line.

Diversify

Think about how you can vary your approach to generate
off-season revenue. Is there a different product or service
you could offer during this time to boost sales? It may
be possible to increase the longevity of your products,

so that they are profitable for longer periods of the year.
If targeted correctly, success could be achieved in a
different market, for instance online or even abroad.

Tighten up on credit control

Be proactive about getting paid. Issue invoices promptly
and chase payments as soon as they are due to help you
stay on top of your finances. To encourage swift payment,
consider the possibility of a small discount or other reward
for those that settle their bill quickly, and charge interest
on those invoices that are not paid on time.

We can advise on a range of business planning
strategies to help you boost your profits
throughout the year, whatever the nature of
your business.
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Small business Q&A: should | register for VAT?

We are often asked whether small businesses need to, or should, register for VAT. Of course this depends on a multitude
of factors and it is important to consider the wider implications before making a decision. Here is a selection of some of

the most frequently asked questions on VAT registration.

Qo When do [ have to register for VAT?

A. You must register for VAT if your turnover* for the past
12 months exceeds £79,000 (2013/14), or there are reasonable
grounds for believing that your turnover for the next 30 days will

exceed £79,000. ‘ ‘

In the first case, notification must be within

30 days of the end of the relevant months. In
the latter case, notification must be within 30
days of the date on which grounds first existed.

If your turnover is below £79,000 you are
entitled to register on a voluntary basis (see
below), provided you have a genuine business.

*Talk to us if your turnover is not made up of fully
taxable supplies.

Qo [¢ voluntary registration a good idea?

AQ This will depend on your business and its individual
circumstances. However, if your business turnover is near the limit
for compulsory registration it may be wise to register for VAT before
it exceeds the threshold, as there is a penalty for late registration.

One advantage of being VAT registered is that you can recover the
VAT on your purchases (known as ‘input tax’). Credit is available
for all VAT paid on inputs where a VAT invoice is available, except
for tax on private expenditure, business entertainment, motor cars,
certain building materials, and goods bought under a second-hand
goods scheme. However, bear in mind that recovery of input tax
may be restricted if the business makes both taxable and exempt
supplies, and traders with fully exempt outputs cannot register or
reclaim any input tax.

Some business owners also believe that being VAT registered improves
their credibility and standing amongst clients and competitors, as it
implies that the business has a solid turnover that exceeds the VAT
threshold.
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Qo Are there any disadvantages to registration?

A. Once you are VAT registered, you must charge VAT on any
relevant goods or services. This means you will need to add 20%
to the price of standard rated goods. If most of your customers are
also VAT registered, the additional charge will not
affect them (they can claim back the 20% VAT).
However, if your customers are private individuals
or non-registered businesses, they will not have
this luxury and you may lose custom if they can
source an alternative supplier, who can provide the
equivalent goods or services at a lower cost.

Registering for VAT usually results in increased
, , paperwork, as you are required to submit returns
every three months and maintain demonstrably
accurate records. However, if you only make a few purchases you
may benefit from the VAT flat rate scheme for small businesses,
which simplifies the VAT records you need to keep — please ask us
for details.

Failure to comply with the complex legislation can also result in
substantial penalties.

Qo When can (, or mugt |, deregister?

A. You must deregister when taxable supplies are no longer
made, eg. when trading ceases. You can deregister when anticipated
turnover for the next year (measured from any time) is less than
£77,000, but this may not be in your interests — seek our advice first.

Qo What schemes are available?

AQ HMRC operates a range of schemes which are designed to
simplify accounting for VAT. These include the annual accounting
scheme, the cash accounting scheme and the flat rate scheme for
VAT. There are also a number of VAT schemes available for retail
businesses. For more information on these schemes and to discuss
how you could benefit, please contact us.

We would be happy to answer any
questions relating to VAT and your

business. We can also assist with the
registration process and help with

completing VAT returns if required.







