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Issue – May 2018
Benefits of Business KPI's (Part 1)
To identify the most relevant information, most organisations use a set of KPIs to measure business performance. KPIs
are used to align the organisation’s strategic goals with its operations and improve future performance. The joint
ownership of KPIs by the business owner and the management team provides a focus for directing their teams.
Features of KPIS
KPI’s are intended to assess historical performance and also improve future performance. This means effective KPIs
link strategy, operations and the performance of individuals. To do this, KPIs focus on the specific business processes
that contribute to achieving the strategic goals. For instance, if the strategy is superior customer service, the average
call waiting time could be a suitable KPI.
Ideally, there should be a mixture of financial and non-financial KPIs. Non-financial KPIs are often more relevant to
the actions or processes that achieve the strategic objective, even if the objective is financial.
For instance, the number of units of product sold per month is a more useful KPI than dollar sales per month where
managers are not able to influence the sales price of a commodity.
To be effective, KPIs must be understandable and measurable.
To identify the most relevant information, most organisations use a set of KPIs to measure business performance. KPIs
are used to align the organisation’s strategic goals with its operations and improve future performance.
Lead and Lag Indicators
Lag indicators measure past performance. For example, unit sales of a product for the past month.
Lead indicators measure historical information to indicate likely future performance. For example, the number of new
customers signed-up in the past month. Lead indicators can give management time to take action as well as
measuring those actions that contribute to future performance.
Designing KPIS
There is a temptation when designing KPIs to use ‘standard’ indicators common across many businesses. However, to
measure performance and encourage behaviour that achieves an organisation’s objectives, KPIs need to be specific
and definitive.
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One option is to use KPIs specific to the industry. For example, retail businesses frequently measure sales per square
metre. While the overall strategy might be to maximise total revenue, this is achieved through efficient management
of the available store space. The number of customer complaints per month is measurable, where the organisation
maintains adequate complaints records.
KPIs should be regularly reviewed to reflect the development of an organisation’s strategies and objectives, and in
response to improved information.
If you need assistance implementing a simple and effective KPI Dashboard for your business please contact Lyall
Bear at our office.

Business Conditions
1.

What external factors impact the performance of your business? What can you do to capitalise on the
opportunities and minimise the risk brought about by these factors?

2.

Describe the difference between your business and your competitors’ businesses. What are they doing better
than you? What are you doing better than them?

3.

Looking forward what is the potential for demographic changes to impact your business? e.g. people living longer,
immigration, people getting married and having children later, city vs regional growth etc.

4.

What is the potential for new competitors to emerge in the next 5 years? Where might they come from?

5.

What issues keep you awake at night when you think about your business?

6.

Describe how government policies can impact your business? How do you feel about the current policy debates?

7.

How would you describe your business compared to 5 years ago? What is harder? What is easier? Where have
you had your greatest success? What has not gone well?

8.

Describe how you feel about the future of your business.

9.

What have been the impacts of changing input costs for your business? How do you see these input costs
changing in the future?

10. How likely is it that overseas competition will increase? Why do you have that view? What can you do about it if it
is likely?
To discuss any of the above questions further and how you can re-focus the strategic direction of your business
taking into account the current business climate, please speak with Lyall Bear our Business Advisory specialist
director.

Business Trading Names & Registered Trademarks
The national Business Names Register was introduced in 2012 and is managed by the Australian Securities &
Investments Commission (ASIC).
With the introduction of the national register, the Registrar of the Australian Business Register (ABR) stopped
collecting and recording:



Business names registered for an entity under the old state or territory laws;
Unregistered names used by entities for business purposes.

However, during a transitional period, these historical names, referred to as the entity’s trading names, have
continued to be displayed in the trading name field of ABN Lookup.
The transitional period ends on 31 October 2018. From this date, the Registrar will not publicly display the trading
names that were recorded in the ABR prior to the introduction of the new national business names register.
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From 31 October 2018, the only names displayed on ABN Lookup will be:



An entity's legal name
An entity's business name registered with ASIC.

From 31 October 2018, if you continue to use a trading name for business purposes, rather than your legal name, or
a business name registered with ASIC, the entities you deal with will be unable to use ABN Lookup to verify your
identity or GST registration status.
Watchouts with Business Names
It is a common misconception that the registration of a business name (under the Business Name Registration Act
2011, a company name (with ASIC) or a website domain name, supposedly confer some form of ownership or
exclusive rights to the use of that name in Australia. Well it does not.
Only if the name is registered as a trade mark does it confer such rights. Having a registered trade mark can provide
legal protection for your business, its brand(s) and goodwill and gives you statutory rights to prevent another business
from using the same or similar trade mark. A registered trade mark can also be your most valuable marketing tool, as
well as become an appreciating asset on you balance sheet.
Choosing a business name that infringes (inadvertently or otherwise) an existing trade mark, can be a costly exercise.
It could mean drawn out disputes, legal costs and possibly being compelled to cease using your business name.
What’s the point of registering a business name then?
The purpose of registering a business name is to ensure that consumers and businesses that you deal with are able to
identify or ascertain who the operator or actual legal owner of the business is.
Registration also ensures that every business complies with the Business Name Registration Act 2011. Registration is
mandatory (with some exceptions) and it must be done before the business starts trading. Businesses who fail to
register their business name can be fined.
What gives the greatest protection?
In order to achieve the best protection for your business’ brand you should seek the registration of trade marks for
both its Name and Logo. However, if you are unable for any reason to apply for registration of both your Name and
Logo, the Name will generally provide greater scope of protection.
We suggest that you seek legal advice and assistance to ensure that the trademark registration process is done
properly.

“What If” Calculation to Establish Trades/Contracting Businesses Charge Out Strategies
Setting charge out rates to achieve a predetermined profit is an important strategy for trades/contracting businesses.
The following is a summary of a “what if” calculation approach to planning business operations. We can assist you
with the preparation of this type of calculation suitable for a trades or contracting business.
Last month we evaluated retail businesses and there are some similarities in the approach that we recommend but
obviously there are significant variations because in a trades/contracting business the key income generator is
charging out of team member’s labour, whereas in a retail business the key activity is selling products that, in most
cases, have been manufactured by someone else.


The first activity which is similar to what we discussed relative to retail business operations, is to identify the
labour costs and labour on costs that are applicable to the various categories of team members working in the
business covering:
Annual Leave
Payroll Tax (if applicable to this business)
Shift Worker Allowance (if applicable)
Work Care/Workers’ Compensation
Statutory Holidays
Training
Personal Carer’s Leave
Long Service Leave Entitlement
Superannuation
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We utilise a template to enable team members in various classifications to be identified into the separate
calculations being made.
The calculation of the labour on costs and the labour costs will give the business a projected labour budget for the
forthcoming 12 months.
Let us assume that the total estimate for labour and labour on costs for the 12-month period was $835,000.


A very important consideration in calculations for trades and contracting businesses is to determine realistic
targets of individual productivity to be achieved by team members. In most cases there will be variations in
achievable chargeable hours by the various categories and in some cases, there may be variations within a
particular team category.
The preparer of the report will need to insert the anticipated percentages for each classification within the labour
budget so that chargeable individual hours is able to be calculated.



The expected overhead costs for the 12-months operation of the business then needs to be estimated. This
budget would include all expected business outlays excluding labour, labour on costs, direct material purchases,
capital expenditure, loan repayments etc.
For this exercise we’ve assumed the total budget for overhead costs will be $621,000.



In a trades/contracting business, it is normal business practice for materials, that have been purchased for
installation on to a client’s job, to be marked up so as to recompense the business for the effort that has been
made in securing the materials to be installed into a job.



The preparer will need to identify the targeted mark-up percentage that the business will be utilising. For the
sake of this exercise we have assumed a mark-up percentage on materials purchases of 10%.
We have assumed that the materials purchase figure for the 12-month period will be $1,250,000.



The next calculation to prepare is how much profit do you want to achieve from this business? This is normally
based on a realistic return on investment.
How much is the business worth? What rate of return would you like to achieve on this investment?
We have assumed the business is worth approximately $450,000 and the rate of return you require is 20%. This
would mean that the projected profit for the year, if everything works to plan, would be $90,000.
Where this type of strategy will be very important is if last year the business only achieved a profit of $10,000 and
you are seeking advice as to how you can earn a realistic profit from the effort that you are making to the
business.



The prime income source for a trades/contracting business is from the sale of labour. The next task is to calculate
the targeted income from the sale of labour for the business.
In this exercise the key figures would be as follows:
Total labour costs, including labour on
cost
Targeted net profit
Overhead expenses
Total labour to be recovered
Less Budgeted Materials Mark Up
Total Labour to be Recovered



$ 835,000
$ 90,000
$ 621,000
$1,546,000
$ 125,000
$1,421,000

Within the templates, a business overhead factor is determined. This is then utilised to multiply the base cost
chargeable hours amount for each category to determine an acceptable charge out rate. The projected annual
chargeable hours are then multiplied by the individual charge out rates that have been determined in the
calculations to ascertain the amount of income to be generated from the sale of labour over the 12-month period.

Business Plus+

Page 4 of 7

Based on these calculations the resultant figures will be approximately as follows:
Income
Sales of:
- Labour
- Materials
Total Sales
Less:
- Labour and labour oncosts
- Materials purchased
Cost of Sales
Gross Profit
Gross Profit Percentage

$1,421,000
$1,375,000
$2,796,000

$ 835,000
$1,250,000
$2,085,000
$ 711,000
25.4%

Less:
- Overhead expenses
Profit

$ 621,000
$ 90,000



This type of “what if” calculation will assist trade/contracting businesses to determine whether appropriate
charge out rates are being utilised so as to achieve a targeted net profit for the business.



There are a number of variables which need to be monitored on a regular basis including:
-

number of team members
categories of team members
labour on costs applicable to various categories of team members
rates of pay for the various categories of team members
hours to be worked by individual team members
productive hours actually being achieved by individual categories of team members
materials being purchased and, in particular, is the budgeted mark-up percentage being achieved on all
materials purchased?
business overhead expenses - are they running within the budgeted figure?

We are able to assist trades/contracting businesses to establish appropriate strategies relating to charge out rates
to achieve a targeted profitability and then to assist in the monitoring of the actual performance on a month by
month basis so that, if variations need to be made, they can be considered.
If you would like to have a discussion with us relative to the establishment of a charge out rate strategy for your
trades/contracting business, please do not hesitate to contact the accountant in our firm which whom you
normally deal.

Employer Grants Can Be Beneficial
The Australian government offers a number of grants for the benefit of employers, including:


Apprenticeship Incentives
There are a number of initiatives which will assist employers who agree to employ an apprentice, particularly
where the apprentice is hired by a business in a trade experiencing a skills shortage which has been identified in
the “National Skills Needs’ List”.
There are different programs for the employment of apprentices, as follows:
-

school based apprenticeships
existing workers who become an apprentice
apprentices with disabilities
adult apprentices
apprenticeships for indigenous Australians

These programs are in addition to the standard apprenticeship incentives.
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 Job Active
Job active helps employers find the right staff for the business, at no cost to the employer. A local job active
provider does this by recommending a shortlist of “screened and job ready” candidates while offering
professional recruitment services across all industries.
Employers need to register with job active.
 Restart Wage Subsidy
Businesses that provide employment to people aged 50 years or older could be eligible for a subsidy.
 Employer Support Payment
The employer support payment provides financial assistance to eligible employers of reservists when the reservist
is absent on eligible periods of defence service. Self-employed reservists can also access the employer support
payment.
For full-time employees, employer support payments are made at a set weekly rate equivalent to average weekly
full-time adult ordinary times earnings (AWOTE).
 Wage Subsidy Scheme – Disability
The wage subsidy scheme provides a financial incentive to eligible employers when considering the employment
of jobseekers with a disability or with some other barriers to employment. Wage subsidies payments are made to
employers to help cover the costs of wages and training in the first few months of employment of a person with a
disability or a person experiencing other barriers to employment.

What's It Mean?


The audit exemption for a Crowd Sourced Funding Company means…
The exemption ceases when the company has raised an aggregate of $1 million of capital.



The maximum group turnover for a Crowd Sourced Funding Company means…
$25 million annually.



The maximum group gross value of assets for a company to be classified as a Crowd Sourced Funding Company
means…
$25 million



A Crowd Sourced Funding Intermediary means…
An organisation or an individual who holds an Australian Financial Services Licence to provide a Crowd Sourced
Funding Service.



Crowd Sourced Funding Offer Document means…
The document that a Crowd Sourced Funding Company needs to produce to the CSF Intermediary for checking
before the capital raising process commences.



The Crowd Sourced Funding Cooling Off Period means…
For a retail investor, 5 business days after making an application for shares in a CSF company.



Retail Investor means…
An investor who is not classified as a "sophisticated investor".



Sophisticated Investor means…
An investor who has net assets of, at least, $2.5M or a gross income for each of the last two financial years of, at
least, $250,000 a year, certified by an accountant.

Taxation Treatment of Holiday Homes
A holiday home is a property that a person owns, and they rent out, but this rent is quite often not for the full year,
but only for the period of time the person and their friends and family are not staying in that holiday home.
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The traditional holiday home is often a unit near a beach on the Gold Coast or some other tourist location but can
basically be any property that is rented for most of the year, but certain times of the year the owners of the property
or their friends, family and children stay in the property and it is no longer available to the public at large.
The Australian Taxation Office is always on the hunt for rental properties that they do not believe are genuine or
where the taxpayer is incorrectly or falsely claiming tax deductions that they are not entitled too. This could simply be
from the taxpayer not being aware of these rules, to the taxpayer actively making claims for tax deductions when the
property is used for personal use with no adjustments being made. The ATO reminds taxpayers of these rules that
deductions can only be claimed where the property is genuinely rented out or, if not, on a commercial basis that
deductions can only be claimed up to the amount of income received. The problem with holiday homes is that
taxpayers purchase these assets and are often unaware of these rules and unless their tax agent specifically states
these to them during the yearly return, people may never learn about this. The ATO have concerns about this
knowledge gap and the fact that the majority of rental properties are negatively geared, have concerns that people
are inappropriately making claims for tax deductions they are not allowed.
Obviously, a taxpayer who holidays in fabulous tourist locations across Australia love the idea of owning a rental
property that they can holiday in and claim tax deductions for; the problem lies in is it genuinely available for rent.
The ATO actually check these details and upon investigation find that there is little intention of renting by the taxpayer
or significant personal use. This can be done by simple searches on the various listings for property websites that are
easily accessible by the ATO or contacting the renting agent direct for instructions from the taxpayer about advertising
and renting the property out. This is an area of continual surveillance by the ATO and the consequences of not
accurately recording these can be as simple as a written warning, to a reduction of expenses claiming in the taxpayer’s
return, to having the rental property being completely removed from being claimed in the taxpayer’s income tax
return with interest and penalties being applied.
If you would like to have a discussion about holiday homes, please do not hesitate to contact the account in our firm
with whom you normally deal.

SME Turnover Levels For Various Matters
SME TURNOVER LEVELS FOR VARIOUS MATTERS
From 1.7.18

Business
turnover less
than $2M

Business turnover
between $2M &
$10M (small
business entity)
No
27.5%
Yes

Business turnover
between $10M
and $50M (base
rate entity)*
No
27.5%
No

Business
turnover
greater than
$50M
No
30%
No

Small business CGT concessions
Yes
Company tax rate
27.5%
$20,000 instant asset write-off (only
Yes
available to 30.6.19
Immediate deduction for prepaid
Yes
Yes
No
No
business expenses
Pooling for depreciating assets (15%
Yes
Yes
No
No
for new assets, 30% thereafter)
Small business restructure rollover
Yes
Yes
No
No
Amendment period
2 years
2 years
4 years
4 years
* 27.5% corporate tax rate applies during year ended 30th June 2018 for companies with a turnover under
$25M

Disclaimer:
Business Plus is distributed monthly by CBSW Tax &
Business Advisors to provide information of general
interest to our clients. The content of this newsletter
does not constitute specific advice. Readers are
encouraged to consult their CBSW advisor for advice
on any specific business matters.
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