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GST may cause cash flow problems:

GOODS AND SERVICES TAX
(GST)

The inception of GST has had a
significant impact on business.

In particular, it has in certain
circumstances, created a burden in
respect to an entity’s cashflow and

working capital requirements.

WHY THE INCREASED
BURDEN?

In short, you may have to pay GST
to the Australian Taxation Office
before collecting it from your trade
receivables.

The effect will be felt more so by
those companies accounting for
GST using the accrual method as
opposed to one which uses the
cash basis of accounting or has
been previously used to monthly
sales tax commitments.

Generally, if your annual turnover
is $1 million or more you must
account for GST on an accruals

basis. That is, you will be required
to account for all GST in the tax
period in which an invoice is raised,
not when it is paid.
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SOLUTIONS
Much talk has been made of GST

bank accounts. Effectively an
account is set up to quarantine
the GST liability. Personally | do
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not see this occurring. Withholding
tax is not a new concept and most
businesses generally do not have
separate accounts for sales tax,
group tax and the like. GST will
be no different.

Another possible remedy is Invoice
Financing. Invoice Financing put
simply is using trade receivables

to raise working capital. Effectively
you are putting your debtors ledger
to work by eliminating the timing
gap from the date of invoice issue
to the date of collection.
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Cash Resources Australia pays up to 80%
of your Invoice value within 24 hrs.

Now you can access funds to allow your business to grow. With extra cash you can:
e Purchase more stock, raw materials or capital equipment to generate more profit
e Relieve cash flow pressure

e Take advantage of prompt payment discounts

CASH RESOURCES
AUSTRALIA e Allocate more money to market your products



