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Financial Considerations for ATAS – Webinar Transcript  
 
Special Presentation by Steven Heller BBus, MCom, FCPA  - Best Practice 
Financial Management  
 
Good morning 
 
Tonight is budget night and with the rumours passing round there could  be many changes 
happening, however I would think that the budget will have little effect on what I am going to tell 
you today. 
 
I have been asked by AFTA to talk to you about best practice financial management. 
 
Whilst there are many aspects involved, too many to cover in the time allotted here are a few that 
may help you think a little more about how you are running your business. 
 
With the closure of the Travel Compensation Fund many travel agents will no longer have the need 
for their books to be audited or comply with the strict financial requirements of the TCF, whilst this 
is obviously a major cost saving in relation to paying of audit fees and having certain amounts of 
capital tied up in their business, agents have to be careful that they are still monitoring their 
business properly so that they can continue trading in an area that is becoming more and more 
competitive with the internet. 
 
Without putting in to much of a plug for the accounting profession some of the fees that were 
previously paid to the auditors could be used to employ their accountants to help them plan their 
business better. 
 
One of the biggest challenges in business today is liquidity, the travel industry is not exempt to this. 
 
The aim of this session is to look at some of the ways in which travel agents can help get through 
these challenges. 
 
One of the problems you as a travel agent face is that on many of the products you sell the margins 
are small and in some cases non-existent. 
 
I plan to look at a few of the aspects of your business to see how you can improve your operations 
 
 
The first is the use of a Trust Account/ Client Account. 
 
Within the travel business in Australia these two names are used interchangeably. There is no real 
difference between the two names. In the past both the Travel Compensation Fund and IATA have 
generally referred to them as Client Travel Account. 
 
In other businesses such as Lawyers and Real Estate Agencies these accounts are regulated by 
legislation within the Travel Industry there is no such government regulation. 
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For those travel Agents who are members of IATA they are required to maintain a trust account and 
have it audited, however if this is not done, they can put up an insurance bond or bank guarantee 
and then they can still maintain their IATA membership. 
 
These agents are also only obligated to keep their trust account for BSP monies so there is no 
requirement to put client’s funds into the account for any other travel activities. 
 

The question Is what should agents be doing in relation to receipts from customers paid in 
advance for travel activities. 
 
In real terms the agent is acting on behalf of the providers of travel services to their 
customers. There is a presumption of a trust relationship between the receipt of monies and 
the payment to suppliers. 
 
By maintaining a trust account the agency prevents the monies that it receives on behalf of 
its suppliers getting mixed with the funds that belong to the agency, this can prevent an 
agency from getting a false sense of security as to the value of its assets, thinking that the 
funds that they have available for the running of the business are in excess of those that are 
actually available. 
 
From experience those agencies that are not running a trust account are often unaware of 
their actual exposure to their suppliers and hence often make business decisions that are 
wrong. 
 
The problems with the keeping of a trust account are that there is obviously more 
paperwork involved with this as the agent has to keep a separate trust ledger for every 
customer and to operate properly they should not be taking out their profits from the 
transaction until such time as the suppliers have been paid. There is also the task of 
reconciling all the individual ledger accounts and calculating which profits can be paid across 
to the agent’s general account. Of course computer software today makes this task much 
easier. 
 
If this trust account is maintained correctly and in my belief it is preferable to use the name 
Trust Account rather than Client account, these funds based on case Law, (Qantas V 
Stephens Travel Service)should stand up legally as belonging to  the providers  of travel 
services to the agency and they should have full entitlement to those funds, however if 
these trust accounts are not kept properly then they may be a challenge on them  by 
liquidators or other creditors of the agency. 
 
I would point out that mere compliance by the IATA rules of the trust account may not 
protect other providers to their income if the trust account is used for BSP payments only. 
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Debtors 

 
As I have already mentioned the margins that most travel agents make are very low. This 
means to make a reasonable  profit you need high turnover. 
 
A number of travel agents especially those trying to attract the commercial customers feel 
that they need to offer credit terms to their customers for the fear that if they don’t they 
will go elsewhere. 
 
The offering of credit terms means that the agency has to have substantial amounts of cash 
reserves to be able to pay its providers on the due dates especially if the terms that the 
providers offer are shorter than those that their customers are offered. 
 
If the agency is running a trust account these obligations have to be placed in trust at the 
time of a customer makes a booking so that time factor that the agent is out of funds may 
even be longer. 
 
If we take an IATA agent that is required to put monies in the trust within 2 days, these 
funds must come from the agent’s reserves, and the carrying costs must be borne by the 
agency. 
 
For any small to medium agency it is not recommended that they offer credit terms. 
 
Most agencies pass on credit card charges to their clients, this is because these charges are 
a direct cost to the business, in most cases the offering of deferred payment terms is no 
different as the agency may end up with either overdraft interest costs or the opportunity 
costs of those funds tied up in debtors. In this case no additional costs are passed on to the 
customers of the agency. 
 
The other problem is that over time these debtors can grow and at some time they may 
become unmanageable. 
 
I had an example with one travel agent client of mine that was both a wholesaler and 
retailer. The business was very profitable both on a wholesale side and retail side, however 
their debtors balances became so large that they made the business decision that they 
should sell off the retail part of their business to bring back a reasonable cash flow. 
 
This also gave them additional cash to take advantages of opportunities like prepaying 
foreign currency if the timing is right which helped bring further profits into the business. 
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Cash Flow Management 
 
Managing cash flow is core to the long-term success and viability of your business. The 
statistic is that 60% of businesses that go bust are still profitable, but just run out of cash.  
 
Here are some tips to help with the proactive management of cash flow in your business. 
 

 Understanding and accepting the amount of working capital a business needs is the 
first step. 

 

 Ensure that your business has enough cash to fund your working capital need. You 
should have some form of buffer that can be either in cash or an overdraft or 
personal funds that can be injected into the business. An alternative may be to cut 
drawings. 

 

 Plan ahead. Many business including the travel business runs in cycles, there is no 
use finding out in your down season that there are insufficient funds to continue 
trading. Prepare a cash flow forecast, it is always best to start with your outgoings 
and then work backwards to see what income you need to cover these outgoings. 
This cash flow should be updated regularly. 

 

 Plan month by month. This way you can see where you may have surpluses from 
one month that may be able to help carry you through the next month. 

 

 Review your systems. These can traditionally be poor for small business when you 
are juggling multiple responsibilities. This is where the advice in not running a 
debtors system can be critical. 

 

 Make it easy for customers to pay you. This may be by way of providing account 
details so that monies go straight into your bank account or via the use of credit card 
facilities, although here you have to look at the costs of providing this which you may 
want to pass on to your customers. 

 

 Always look at ways to cut your costs and increase your revenue, without sacrificing 
the quality of the services you offer 
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These tips may appear to be common sense, but when they are consistently implemented 
your business will thrive. Creating a sound cashflow management system that you can easily 
monitor and take quick and decisive action on if the need arises provides you with peace of 
mind.   
 
These are just a few of the areas that you as a travel agent can look at. Accountants such as 
the Australian Network of DFK have a vast experience in the travel industry and can help not 
only in assisting you with complying with the industry financial obligations, but also in 
providing general financial expertise that can help you in strengthening and growing your 
business. 
 
Thank You 
 


