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C4 contractors’ corner

CASH flow is one of the biggest problems 
experienced by small electrical businesses. While 
you are, to some extent just selling material and 
labour, there is a big difference between the two. 
You buy material on account; labour you have to 
pay for every month. 

I am not encouraging you to not pay your 
monthly material bill, and you and I know that 
labour payments cannot be delayed … The prob-
lem is that invariably you are working for a main 
contractor. Some main contractors make a policy 
of paying the subcontractors in 60 days. This is 

brutally unfair. But what is the small contractor to 
do? Work is work.

Apart from the hellish cash flow, the small 
contractor is meant to keep up with VAT, PAYE, 
workmen’s compensation, Seta payments and 
all the other rubbish the government heaps on 
them. Thus, it comes as no surprise to me that 
many small contractors are ‘flying under the radar’. 

They work for cash, are paid promptly, and they 
don’t bother about VAT, PAYE and so on. This is yet 
another obstacle for the small compliant, legiti-
mate contractor – he’s not competing with other 

contractors who are legitimate. 
What to do? First of all, structure your offer to 

the main contractor in such a way that there is a 
hefty sum allocated for preliminary and general  
(P and G) costs and site establishment. 

I’m sure you all know what P and G costs are 
but, just to make sure we are on the same wave-
length, these are the costs that are meant to cover 
insurances, transport costs, safety, and so on, for 
the duration of the contract. Site establishment 
costs are the expenses for the site hut, the store, 
toilet, etc. 

Now, you don’t have to justify these expenses. 
When putting in your offer, all you need to do is to 
state that you require these expenses to be paid 
on appointment and that, in particular, the P and 
G costs would have to be adjusted if the contract 
duration should increase or if the contract costs 
increase. If you work it right, you should get a 
sum of money that will compensate for the main 
contractor’s tardy payments. 

For the duration of the contract it is important 
to know whether you’re making a loss or a profit. 
One way of doing this is to keep a close check on 
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people’s time; get someone to allocate sums 
for this and add it all up. 

A simpler way is this: After you have paid 
salaries, PAYE, VAT, and so on, make a note 
of your bank balance. Then total up all the 
invoices that you have to pay and total up 
all the invoices due to you. Add the bank 
balance and the invoices due and take away 
the amount of the invoices you have to pay. 
Write down the total. The next month, you 
do the same. If the total of the next month 
is less than the total of the previous month, 
you’re losing money. If you bought capital 
equipment, such as a vehicle, this will have 
come off your bank balance; so, to get an 
accurate picture, add it back into the bank 
balance when doing the total.

Another big cash flow destroyer is theft 
on site. It is true that 50% of theft on site is 
by the employees of the person who owns 
the goods that are being stolen. You can’t be 
everywhere but what you can do is issue your 
staff with tools and equipment and tell them 
that if anything goes missing you will take it 
off their pay. This greatly reduces theft. 

Theft out of the store is another thing. 
Here’s a tip: if your store is secured with a 
padlock, when you open it, lock the padlock 
closed onto the bolt even if the door is open. 
This means that in order to re-lock your store 
you have to close the door, unlock the pad-
lock and lock it onto the bolt again. So what?

If you leave the padlock unlocked once 
the store is open, someone can easily take 
your padlock off the bolt and substitute your 
original padlock with another one that looks 
just the same ... but for which they have the 
key.

Think about it ...

ELECTRA Mining Africa is the best attended trade 
show in Southern Africa and is ranked as one of 
the world’s largest mining shows. “Although the 
mining industry is currently facing tough chal-
lenges and general industry remains under tight 
economic pressure, there is still a need for trade 
exhibitions,” says Gary Corin, MD of Specialised Exhi-
bitions Montgomery, organisers of the show. 

“An exciting innovation for 2016 is the launch of 
Power Ex, an electric power and energy showcase 
which will run alongside Electra Mining Africa,” says 
Corin. “The show will focus on power generation, 
transmission and distribution, application and 
renewable energy.”

Power Ex exhibitors will be leading manufactur-
ers and suppliers showcasing the latest products, 
technologies, services and solutions across a broad 
range including biofuels; boilers, heat exchangers, 
combustion systems; cable and wire; diesel and gas 
engines, equipment and services; energy technol-
ogy; generators and all accessories; hydropower; 
lighting; metering and related components; renew-
able energy, equipment and services; sensors; solar 
power; switchgear and other related equipment; 
transformers; wind and gas turbines.

Electra Mining Africa will be supported by a 
programme of content-rich conferences and work-
shops running alongside the co-located exhibitions. 
They will provide a platform for industry leaders 
to discuss issues and challenges they are currently 
facing.

For further information contact Leatitia van 
Straten at email leatitiavs@specialised.com or visit 
www.electramining.co.za.
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