Hands In Who’ll Notice,?
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Back in the good old Days we heard of operators running two kinds of books, one for the tax man and one for the operator.

The fact of the matter is simply that today we cannot have our cake and eat it to.

If you are operating a business, especially a Restaurant Business, it is futile to attempt to run two separate sets of books, some operators still do, but in the long run they are shooting themselves in the foot.

In simple terms we should be running our businesses to earn a profit as a reward for taking risk.  The restaurant business is fraught with slim margins and poses the opportunity for all and sundry to take advantage of loose controls, sloppy procedures and non existent policies.
In operating a Business we should have an entrance plan, a growth strategy, and an exit plan., many operators ignore the exit plan and spend the majority of their time developing a growth strategy.  The entrance plan has been negotiated as obstacles where over come to get the concept off the ground, the growth plan although often never documented evolves through start up growth maturity and then re-birth.   We will look at the exit plan in a moment. 
So why not skim? Well there are five simple reasons, and unfortunately the moral justification doesn’t seem to weigh as a priority although I will give it top billing;

· Its against the law.

 It doesn’t matter what party you vote for to skim the sales, reduces the tax margin and denies your part as a responsible citizen. If you want to change the Law, go speak to your local representative. 
· Employees know what’s going on. 

If they see you do it, then they will have no trouble in justifying to them selves that they can follow suite. 

· All meaningful controls in the restaurant are lost

As I mentioned earlier with the slim margins that are available to skim off the top will make any reporting process and management process worthless. In fact this will highlight trouble spots within the operation.

· Skimming makes it harder to borrow money

To validate the operations of the restaurant you would need to show current results, your GST and BAS payments are linked to your sales figures, reduce these while maintaining your costs will only highlight your incompetence as a manager. 

· Skimming makes it more difficult to sell a restaurant.
Although it is not the morale high ground, the practical aspect of skimming will dramatically lower the value of the business.
Today Business investors are more interested in turnover and the opportunity that their business acumen can manipulate processes to extract the greatest profit margin, the less turnover the less opportunity to do this.
Business Valuations are based on credible financial information being available,  it is not hard and not terribly difficult to overlay a model to test the financial outcomes of what is presented, and not hard to identify the gaps in the profit and Loss as well as the balance sheet.

