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the bottom of this page.

10 Secrets of a Winning Business!

Every day business owners ask the question ‘what makes a great
business and what do | need to do to move from good to
great?’

The recipe for a great business is not about industry, size or
location; it’s about a series of winning fundamentals that define
all great businesses. Let’s have a look at them:

1. Vision

The business’s leadership can see where the business will be in
three to five years. They understand their market and position
the business for the future. In many cases, they are market
leaders and they drive the direction of the business.

2. Leadership & drive
The owners are true entrepreneurs. They lead and drive the business. Their energy is
contagious and their team is excited to be part of the business.

3. Differentiation

They have carved out a point of differentiation for the business. It is meaningful,
sustainable and easily articulated. Their differentiator immediately separates the
business from its competitors and provides the business with a sustainable
competitive advantage.

4. Market presence

Great businesses have market presence. This does not necessarily mean that they
have great marketing or are necessarily spending large amounts of marketing.
They may drive their business off a very small customer base that produces
substantial revenues. Or, they may be highly visible through their marketing efforts.
The key is they understand their market intimately and do what is necessary to
position the business in that market.

5. Team

The business has developed beyond the owners. Itis sustainable through the
strengths of a great group of people who bring together a mix of skills. In part, it is
great because of the fusion of these skill sets.
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6. Strong financial management

The business operators know their numbers and actively manage them. There are
few surprises. Most of what happens is predictable. They manage the ‘health &
hygiene’ financial management well and have lead indicators in place that
provide early warning signals for any problems that might occur. These lead
indicators are in carefully chosen KPIs — generally seven at most, that provide
management with essential performance information on the business. They are
supported by strong operating budgets, cash-flow forecasts and a strong follow-up
system. Stock, debtors, debt and cash all have clear target positions and are
actively managed.

7. Great reporting

As focussed as they are on growth, they maintain strong corporate governance
and a reporting system that meets the needs of all stakeholders. Generally, this will
include regular monthly and quarterly updates, a comparison to forecasts, and the
resetting of latest period estimates that balance the past with the future.

8. Sustainable business model

Not just a good idea, not just passion and energy, not just hard work and
commitment, great businesses have a sustainable and profitable business model.
They bring together all of the elements required to produce a great result in a
consistent business format. They have thought through what is required for success.
Their focus is on outstanding performance and they will accept nothing less.

9. Operational fulfilment

Great businesses deliver. Others have good ideas or can sell well, but without the
ability to deliver, the business is going nowhere. They have worked out what is
required and have a strong fulfilment system in place.

10. Adequate capital

They understand how much capital is required and have worked out how to put
that capital in place. The owners are prepared to leave profits in the business and
manage cost structures down to allow the business to grow and develop. They
know how to feed the business.

If you would like to know more about how to put your business in the winners
circle, please contact Doug Ward or Ben Fitch at IMPACT Accounting Solutions, or
call today on 07 5530 6395.
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Is Good Cash Flow Management Enough to

Save Your Business?

Like never before, business is being encouraged to actively
' manage their cash flow. The global financial crisis has put
cash management under the spotlight as companies, large
and small, fail. In the SME sector, cash flow issues are the
l\“‘\ most common cause of failure. Businesses simply run out of
cash and collapse or are forced into liquidation by creditors
. unwilling to take on any further risk.

! Similarly, fast growth businesses often find themselves under
' pressure to manage cash flow. Rapid growth and the extra
demands it places on working capital put the business
under pressure. In some cases they struggle through, in
others they fall over in the growth phase.

Cash flow management is important; you need to understand your cash flow
cycle, the demands of extra trading stock, the impact of increasing debtors and
the effect and timing of your basic operating costs. A good cash flow forecast is
essential for any well run business. You need a realistic forecast that has been
worked up from the operations and budget projections of your business. This
should then be accompanied by some sensitivity analysis, which is simply alternate
forecasts that assess the effect if your basic assumptions are out by 10%, 20% or
30%.

Important as it is, the question remains, is cash flow management enough? The
answer is no. Unless your cash flow forecasts are accompanied by a capital
management plan you aren’t in control of your business.

Capital management starts by identifying how much capital the business needs
and how much is being provided by the owners. The reality is that your business is
only funded from capital, debt, and retained profits. In the early days of the
business, there are no retained profits so it comes down to capital and debt. Many
businesses work through this phase despite often being undercapitalised (and in
the process elevating the pressure that they operate under).

From the start there is a continuing requirement for capital management. This is
about understanding:

= The initial requirements of the business

= Additional capital that will be required to fund growth

= The timing and amount required to replace or upgrade capital equipment

= Funding required to repay loans and retire debt

= Taxation requirements

= The expectations, stated or otherwise, of the shareholders for access to profits

None of these items appear in the operating budgets of your business, yet each of
these suck cash from the business. You could have a profitable business and be
cash flow positive from operations, yet be under significant cash flow pressure.
Here are some questions to ask yourself:

1. Does your accountant sometimes tell you how much profit you have made and
your first response is, where is it?
2. Do you fund your depreciation?




3. Do you have a clear dividend policy?
4. Do you review and confirm your capex budget each year? (If you don’t know
what a capex budget is, then the answer is probably no!)

If you answered ‘yes’ to the first question and ‘no’ to most or all of the next three
questions, then you don’t have a capital management plan in place. If you are
serious about your business, want to risk manage it and grow it successfully, then a
capital management plan should be right on top of your ‘to do’ list.

Or for more information on capital and cash-flow management, contact Doug
Ward or Ben Fitch at IMPACT Accounting Solutions, or call today on 07 5530 6395.

Fringe benefits tax -

Exemption for eligible work-related items

The 2008 budget not only eliminated
the salary sacrifice of laptops and
depreciation for purchases post 13
May 08, but also eliminated the
depreciation deduction from
2008/2009 financial year on for all
such items as well.

On 13 May 2008, the Treasurer announced in the 2008
Budget that the government would tighten the current fringe benefits tax (FBT)
exemption for certain work-related items (including laptop computers, personal
digital assistants and tools of trade) by ensuring the exemption only applies where
these items are used primarily for work purposes.

The FBT exemption will be limited to one item of each type per employee per FBT
year (unless it is a replacement item). The measure will apply to items purchased
from 7.30pm (AEST) on 13 May 2008.

The measure reduces the FBT concession and tax expenditure for work-related
items.

The measure will ensure consistency with the rules applying to mobile phones,
computer software, and protective clothing. The current list of FBT exempt work-
related items will also be updated to reflect changes in technology by extending
the exemption to all work-related portable electronic devices, including those with
multiple functions.

Changes will also be made to deny employees depreciation deductions for
eligible work-related items that are exempt from FBT. For such items purchased
from 7.30pm (AEST) on 13 May 2008, employees will not be able to claim
depreciation deductions. For such items purchased before that time, no
depreciation deductions will be allowed for the 2008-09 and later income years.

This measure will ensure that employees are no longer able to gain a double
benefit by obtaining an FBT exempt item (such as a laptop computer) from their
pre-tax income, and then claim a deduction for depreciation.

For more information, see the Treasurer's press release. Legislation to bring this
measure into effect is contained in the Tax Laws Amendment (Budget Measures)
Act 2008 (59 of 2008) which received royal assent on 30 June 2008.
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What's New at the Tax Office?

3 Changes to CGT concessions for small business

L Changes to the capital gains tax (CGT) concessions for
small business were enacted on 23 June 2009 and have
various start dates.

The main changes apply from 2007-08 and increase access to the concessions for:

e taxpayers who are not carrying on a business, but who own a CGT asset
used in the business of their affiliate or connected entity, and

e partners who own a CGT asset used in a partnership business.
Amendments to prior year returns may now be lodged for affected clients.

For more information visit the ATO online.

Foreign income tax offset rules

The Tax Office has released a guide helping taxpayers understand the rules of
foreign income tax offset for the 2008-09 income year. Under the current rules,
taxpayers must declare assessable income from overseas in their Australian
income tax return. However, taxpayers that have paid foreign tax in another
country may be entitled to an Australian foreign income tax offset to avoid the
double taxation. This will be of particular relevance to those taxpayers previously
exempt under s23AG.

For more information visit the ATO online.

Interest free payment arrangements and activity statement payment
deferrals for small businesses

The Tax Office has introduced new measures to help small businesses with an
annual turnover of less than $2 million that are struggling to manage their tax
payment obligations in the current economic climate. These are:

¢ 12 month general interest charge (GIC) free payment arrangements, and
o deferred activity statement payment due dates.

For more information, including the eligibility criteria, refer to New measures to assist
small businesses.

Quote of the Month

“Any fool can make things bigger, more complex, and more violent. It
takes a touch of genius - and a lot of courage - to move in the
opposite direction.”

Albert Einstein
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