Ton 10 mistakes of
lew principals

[irom a hean counters perspective)
15 July 2010

John Knight
j.knight@uhyhn.com.au

UH Halnes Norton




30lid Foundations

Tax & Compliance
Financial Management
strategy

My tips to not make these mistakes In
your business
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Ifyou get it wrong, it will cost
you either nowor ata
later date — get advice.

%
f -
O

_'—J
-
S
Q
O

“
0
@)
©
>
@
-
3
=
_'—J
@,
-




NOt your average Bemv\ counters

Legal Structures

Main considerations:

- Income splitting ability

- Asset protection

- Legal Liability

- Need for additional equity holders
- Exit Strategy

- Tax rates

- Capital Gains Tax Discounts

Common Structures



Burying your head
In the sand on tax

Tax is a problem that will not go away
—be very aware of your obligations.
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NOt your average T}emv\ counters

Income tax

Tax rates

Due Dates
Treatment of losses

PAYG Instalments

Tax timeline
‘Double whammy’
Entity v individual

PAYG Withholding

Monthly v Quarterly ($25k pa)
IAS v BAS



NOt your average T}emv\ counters

Goods and Services Tax (GST)
10% of net (1/11th of gross)

Pretty much on everything
Monthly v Quarterly

cash v Non-Cash ($2m)

Fringe Benefits Tax (FBT)
Motor vehicles
Entertainment

Loans

Gifts / Bonuses

Effective = 46.5%

Payroll Tax (state tax)
Wages, super, benefits paid > $1m
Directors wages



Thinking that profit
equals cash

Acknowledge the difierence and know how to
identify your true position
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NOt your average BQ&-V\ counters

Gapital improvements / new assets

Balance Sheet unfairly impacting the perceived
performance of the business.
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No idea of your
profit formuia or
preakeven point

You need to know these to
make the right decisions




NOt your average Bemv\ counters

Breakeven
= the point that you start to make profits

to meet all your cash commitments
[eg. owners drawings and loan repayments)



NOt your average Bemv\ counters

Sales |
X Gross Margin % 40%
= Gross Profit Y
- Net Fixed Commitments [$100k]
= Net Profit tsee note 1

Note: Fixed Gosts
+ Owner Remuneration
- Director Sales
- Rental Income
= Net Fixed Gosts



NOt your average Beasv\ counters

What profits should
you make?

[the $1m question)



If Fixed Gosts increase, how many more
properties do you need to sell?

Fixed costs in your husiness are the equivalent

of the machine in a manufacturing business.
[Squeeze more sales through the machine)
[Suueeze more rental properties through the machine)
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Reduce Risk/Breakeven

Increase Volume of Transactions
[staff and/or sales)

NOt your average T}emv\ counters
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NOt your average Bemv\ counters

Recovered UPA is money in the hank
Cost of UPA = $ owing X Overdraft Interest Rate

Are you satisfied with your return on
investment?

Do you really recover 100% of UPA upfront?
What about on principal sales?

Do you recover from salespeopie?

Review 0/s halance weekly by salesperson.



Rule of thumh = 3 months.
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100 many commission
structures!

Focus on the average rate of commission
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NOt your average T}emv\ counters

How many is too many?

See my recent newsletter at

www.uhyhnbrishane.com.aul.

Set the parameters for change in

commissions upfront.

N Control the process = less hargaining

,,ﬁ:;\ [achieve and receive).

%o

e ¢%‘ _ _

oe Sample commission structure.



Without some hasic controls in place you
cannot rely on anyone or anything.
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NOt your average Bemv\ counters

o™ !l

External hookkeeper.

Trust account procedures.

Bank Reconciliation.

Backup procedures.

Timely preparation of accounts.
Budget.

Standard financial reports pack.



1. P&l for the month [hy division)
2. P&l forthe YTD (hy division]

3. Balance Sheet (as at)

4. Ayed Creditors Listing

9. P&l for the month by person

[or payroll summary hy person)

6. 0/s IPA hy salesperson
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Things can change overnight - if you understand your
business, you can make the right decisions fast.



Financial Responsibility

Gan you delegate financial management
responsibility?

You need to know what is driving your
business?

Ask for help if you need it.
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T00 scared to ask the
stupid questions

You need to find advisers that
suityou. One discussion a year with
your accountant is not enough!
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Driven by sales not profit

Yes, as a new business you need traction
- but itIs a very short-term strategy
one that has to buy work.

%
f -
O

_'—J
-
S
Q
O

“
0
@)
©
>
@
-
3
=
_'—J
@,
-




Uncertain Economic Times.

Being a business owner can he an
incredibly rewarding experience - bhut
at times bhloody hard work!

Profit not sales IS what really matters.
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counters

NOt your average

j.knight@uhyhn.com.au
www.uhyhnbrisbane.com.au
07 3210 5513

Liability limited by a scheme approved under the Professional Standards Legislation.




