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Part 2: More key performance indicators for

your business

A

More ways to track and drive growth
Read part 2 of our series to discover the KPlIs critical to
business success and the role of a trusted accountant.
KPIs as a benchmark for success

Understanding key performance indicators (KPIs) not only
offers an instant view of business health, but boosts your
financial literacy.

Business KPIs to track
Part one:

1. Cashflow forecast

2. Revenue growth

3. Revenue per client

Part two:

4. Profit margin

5. Client retention rate

6. Accounts receivable/accounts payable ratio

4 Profit margin
What is it?

Your profit margin is how much of every dollar your
business keeps from its earnings.

What does it indicate?

Monitoring profit margins can uncover pricing issues and
identify costs that threaten your profitability.

How is it measured?

Subtract your costs from your revenue, divide by your
revenue and multiply by 100 to calculate your gross profit
margin percentage.

Who measures it?

Run the numbers yourself in your accounting software or
get expert support from your accountant.

What do you compare to track performance?

Choose your profit margin calculation (gross, net or
operating) and check in each month.

What's the industry benchmark/target KPI range?

This varies widely across industries. For instance, hospitality
runs on thinner margins than a business consultancy.

Why and how it can impact your business?

A thin profit margin makes your business vulnerable in
uncertain economic times. Widening your profit margins
ensures you make more from every dollar of revenue.

What to ask your accountant?

Should | be calculating gross, net or operating
profit margins?

What percentage should | be aiming for in my industry?

5 Client retention rate
What is it?

The number of clients your business retains over a given
period of time.

What does it indicate?

A high retention rate indicates a good level of client
loyalty which is a great indicator that you are on the right
business track.

How is it measured?
- Select a time period

- Subtract new clients gained from the total clients at the
end of the period

- Divide by the number of clients you had at the start of
the time period

- Multiply by 100 to calculate the rate as a percentage
Who measures it?

You can run the numbers or get your accountant to do it
for you.


https://www.bhtpartners.com.au/blog/understanding-key-performance-indicators-for-your-business/#anchor-1CashFlowForecast
https://www.sheridans.net.au/blog/understanding-key-performance-indicators-for-your-business/#anchor-2RevenueGrowth
https://www.bhtpartners.com.au/blog/understanding-key-performance-indicators-for-your-business/#anchor-3RevenuePerClient
https://www.bhtpartners.com.au/blog/part-2-more-key-performance-indicators-for-your-business/#anchor-4ProfitMargin
https://www.bhtpartners.com.au/blog/part-2-more-key-performance-indicators-for-your-business/#anchor-5ClientRetentionRate
https://www.bhtpartners.com.au/blog/part-2-more-key-performance-indicators-for-your-business/#anchor-6AccountsReceivable/accountsP
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What do you compare to track performance?

Monitor client retention over the same time period (month,
quarter or year) to get a more accurate result.

What's the industry benchmark/target KPI range?
A realistic KPI for most businesses is 80-90%.
Why and how it can impact your business?

Keeping existing customers is cheaper than trying to win
new ones. Loyal customers are worth up to 10x the value
of their first purchase, generating referrals, promoting
your brand to others and offering valuable feedback.

What to ask your accountant?
What client retention rate should | aim for in my sector?
How often should | be measuring client retention for

maximum impact?

6 Accounts Receivable/Accounts
Payable ratio
What is it?

This compares how much money is owed to you (accounts
receivable or AR) with how much money you owe to others
(accounts payable or AP).

What does it indicate?

Your business cashflow is impacted by outstanding
invoices. If you owe more money than you are due to
receive, your business could be in trouble.

How is it measured?

Divide AR (money owed to you) by AP (money you
owe others).

Who measures it?

You can run the numbers or get support from a
trusted accountant.

What do you compare to track performance?

Measuring your AR/AP ratio on a monthly basis helps
identify seasonal trends.

What's the industry benchmark/target KPI range?

A ratio of 111 indicates you can just get by. A ratio of 2.1 or 311
signals you are in a healthier financial position.

Why and how it can impact your business?

It's difficult to operate a business without the cash to
meet all your obligations. Increasing your AR/AP ratio gives
your business room to grow, allowing you to save and
invest without worrying about cashflow.

What to ask your accountant?
What is my current AR/AP ratio?

Where can | increase revenue/reduce costs to improve the
ratio and boost my bottom line?

How to track your KPIs

Check if your online accounting systems can track

your business KPIs and targets, or ask a trusted
accountant to guide you through the process of creating
customised reports.

Measure what matters

Talk to your accountant about which business KPIs suit
your business to track.

Plan a sustainable business future with expert advice
on KPlIs.

Ask for a callback from BHT Partners.

How late invoice payments can put your

business at risk

LATE
oa PAYMENT __

Protect your business from the impact
of overdue invoices

Get late payments under control to free up
your cashflow.

Late payments, large impact

As the Australian economic uncertainty continues, shrewd
business owners are continuing to keep an eye firmly fixed
on their cashflow. Even with purse strings pulled tight, late
payments put businesses at risk of financial difficulty -
with far-reaching ramifications.


https://www.salesforce.com/au/resources/articles/customer-retention-rate/
https://www.salesforce.com/au/resources/articles/customer-retention-rate/
https://www.bhtpartners.com.au/contact-us/
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Recent research showed 64% of SMEs have been
negatively impacted by late customer payments — being
paid an average of 6.4 days late.

In this article, we outline how late payments could put
your business at risk and the tactics and tools to avoid late
payers in the future.

How late payments affect your business
cashflow

1. Inability to forecast - if you can't depend on clients to
meet your terms, this unpredictability can add to a ‘boom
or bust’ mentality that prevents sustainable growth.

2. Insufficient working capital - limited cashflow limits
your capacity to take on new projects, procure supplies,
and invest in new equipment.

3. Difficulty meeting operational and supplier expenses
— operational efficiency and supplier relationships suffer
when you're unable to keep up with payments.

4. Bad credit ratings - inability to pay off loans and credit
cards can cause credit ratings to drop, making it more
difficult and expensive to access funds in future.

Auditing your Accounts Payable (AP)
and Accounts Receivable (AR) terms

Setting appropriate AR terms for your customers is key to
preventing late payments. Terms should clearly cover:

- payment deadlines

- how much credit you are willing to extend to
your customer.

Aim to set terms that are fair for both you and your
customer to encourage a healthy relationship and increase
the likelihood of on-time payment.

Tips for avoiding late payments

1. Make paying easy - it makes a big difference. Clearly
communicate payment options and terms so customers
know how to pay and when.

2. Consider payment plans - payment plans can ease
the financial challenge for customers by breaking the
payment down into manageable chunks.

3. Consider an early payment discount - if it works for
your business, you can offer a saving to encourage
customers to pay upfront.

4. Send a reminder BEFORE the due date - prevention is
better than cure, so stay on top of deadlines.

5. Leverage automation - let automated follow ups do the
hard work of follow ups for you.

Is it time to renegotiate with
customers?

Renegotiating terms with your customers can help to
prevent late payments.

Handling these issues with care is key, but it doesn’'t have
to be awkward or end the relationship. A simple change
to align with their own AP terms and time invoices more
mindfully can reduce late payments.

About the Payment Times Reporting
Scheme

The Payment Times Reporting Scheme aims to improve
payment times for Australian small businesses. Under the
scheme, large businesses and government enterprises
must report their payment terms and times every

6 months.

This creates transparency for small businesses and
informs decisions about who they do business with, while
public scrutiny encourages large businesses to improve
payment times.

Partner up to protect your business

Late payments can have a significant impact on your
cashflow. Practice good, sustainable business by staying
on top of your terms and supplier terms.

Protect your business from late payments with expert
accounting advice.

Ask for a callback from BHT Partners.



https://smallbusinessloansaustralia.com/late-customer-payments/
https://smallbusinessloansaustralia.com/late-customer-payments/
https://paymenttimes.gov.au/
https://www.bhtpartners.com.au/contact-us/
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How to create a supplier questionnaire to

assess risk in 2023

Information is power - and protection -
when managing supply chain risk

Growing business means increasing risk

As your business grows so does your supply chain —and
the work involved in managing supplier relationships and
expectations. More suppliers means less visibility and
greater difficulty keeping a handle on your exposure to risk.

Cyberattacks, governance failures and questionable ethical
practices — such as modern slavery and environmental
harm - threaten the reputation of your brand. Business
must be across the immediate supply chain, and their
suppliers too.

It's a complex process, but collecting and aggregating
information from your supply chain is now a must

as regulatory bodies and consumers expect holistic
operational transparency. Managing the risk posed by
your suppliers —and harnessing the value they provide - is
crucial to long-term business growth.

Part of the process is creating and distributing a business
as usual (BAU) supplier questionnaire to help you assess
supplier risk, diversity and compliance, and benchmark
performance across your supply chain.

Reassessing the supply chain post
Covid-19

The Covid-19 pandemic which threw supply chains

into disarray. Scrambling to manage worldwide
transport delays, fear was a key driver in purchasing and
procurement decisions.

It's understandable if your business brought on some new
suppliers during the pandemic without adhering to the

usual assessment processes. But as supply chains stabilise,
it's time to go back and reassess those suppliers with a
BAU supplier questionnaire to mitigate potential risks.

How to create a BAU supplier
qguestionnaire

Your BAU supplier questionnaire gathers the information
you need to make an informed decision about your
working relationship. Evaluating suppliers through a
guestionnaire streamlines the process, saving you time
and resources.

What to include

- An introduction explaining the purpose of the
survey, asking suppliers to be honest, and outlining
your expectations.

- Arundown of resources and tools to assist suppliers in
completing the survey — e.g. the Australian Government’s
Modern Slavery Act 2018.

- The body of the survey with questions asking if the
supplier is:
- compliant with the Modern Slavery Act

- subject to any ongoing investigations or charges
relating to modern slavery and other abuses

- taking any action to tackle modern slavery, other
abuses and environmental harm through their
own organisation and their supply chains (e.g.
training employees)

- equipped to respond to any allegations of modern
slavery, substandard working conditions or
environmental harm in its operations or supply chains

- engaged in due diligence activities to identify, prevent
and mitigate fraud and corruption in its operations
and supply chains

- self-funded or reliant on another party

- resourced to provide quality productsin a
timely manner

- proven to have a good reputation (e.g. positive
testimonials)

- equipped with solid operational and communication
policies and procedures

- certified with any required legal or industry bodies.
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Modern Slavery Register

The Modern Slavery Register is an Australian Government
initiative, providing an online register for entities that
must (or choose to voluntarily) report under the Modern
Slavery Act 2018. Organisations submit their modern
slavery statements to the online register for review and
publication by the Australian Border Force.

These statements must identify the risks of modern slavery
in the reporting entity's operations and supply chains,
describing the measures taken to assess and address
those risks. The effectiveness of those measures must also
be outlined in the statement.

Launched in 2020, the register is a publicly accessible
website and acts as a valuable resource for sharing best
practice across sectors.

What if a supplier doesn’t meet your
standards?

If your supplier questionnaire reveals some discrepancies
between your expectations and your supplier’s
operations, it doesn't have to be awkward or end the
relationship (unless you decide that's the best decision for
your business).

If you want to keep doing business, encourage suppliers
to see the gaps as areas for improvement that can

be resolved together for the benefit of both parties.

This might mean providing supplier training or on-

site assistance for a period of time. Make the changes
required clearly measurable and follow up on an ongoing
basis so you can track the supplier's performance and
benchmark improvements.

Forming a partnership and providing suppliers with
resources to increase their competencies results in
a stronger and more competitive supply chain -and
significant business gains.

Get the insights you need to protect
your business

When it comes to managing supplier risk, it pays to be
proactive and take a good look at your suppliers now,
before a crisis hits. Get advice from an expert accountant
to inform your BAU supplier questionnaire, and then
guidance around how to act on the insights it extracts.

Mitigate supply chain risk with expert accounting
advice.

Ask for a callback from BHT Partners.

Do you know your responsibilities as a
director in 20232

Protect your personal position by
understanding your obligations
Directors face increasing scrutiny and a range
of penalties for wrongdoing

There are an estimated 2.7 million company directors in
Australia. Amid an uncertain economic landscape and

increasing regulatory requirements, directors may find
themselves facing new scrutiny.

The introduction of the Director Identification Number
scheme means directors are now easily identified, and
there’s nowhere to hide should their actions go awry. Every
director must register to receive a 15-digit identifier valid
for life:

- prevents the use of false or fraudulent director identities

- makes it easier for external administrators and regulators
to trace directors' relationships with companies over time

- identifies and eliminates director involvement in
unlawful activity, such as illegal phoenix activity.
Director key role and responsibilities

Directors don't always know the full extent of what they've
signed up for. As a director, key responsibilities include:

- Oversee and manage the affairs of the company,
including assets, debts, employees and investments.

- Act for a proper purpose, with care and diligence, in
good faith; avoid conflicts of interest in transactions; and


https://modernslaveryregister.gov.au/
https://www.bhtpartners.com.au/contact-us/
https://ministers.treasury.gov.au/ministers/jane-hume-2020/media-releases/director-ids-now-available-online-27-million-australians
https://ministers.treasury.gov.au/ministers/jane-hume-2020/media-releases/director-ids-now-available-online-27-million-australians
https://www.abrs.gov.au/director-identification-number
https://www.abrs.gov.au/director-identification-number
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prevent insolvent trading — per the Corporations Act
2001.

- Ensure adequate and up-to-date records of ledgers,
debtor and sales records, wages and superannuation
records, tax returns and calculations, inventory records,
investment records, deeds and contracts, and minutes
and resolutions.

- Maintain the company’s required registers (e.g. ASIC
register, Form 484s).

- Pay the required Pay As You Go (PAYG) withholding and
Superannuation Guarantee Charge (SGC) amounts to
the ATO.

- Ensure the company holds a shareholder annual
general meeting, in accordance with the terms of the
constitution or Shareholders Agreement.

- Seek trusted professional advice when needed to make
informed decisions.

Potential penalties

What happens if you fail to meet the above responsibilities?
There are several penalties for a breach of directorial duties.
The Corporations Act 2001 outlines criminal sanctions,
which can range from fines, imprisonment, and civil
penalties of up to $1,100,000.

Parties including shareholders, the company or its creditors
can also bring civil actions against a breaching director,
resulting in personal liability in the form of damages.

The director can also be permanently disqualified
from directorship, which is enforced via their Director
Identification Number.

What is a Director Penalty Notice?

When it comes to tax and super, if you fail to report and
pay on time, you could be hit with a Director Penalty
Notice (DPN). A DPN recovers a company’s unpaid

amounts, making directors personally liable for three types

of debt:
1. Pay As You Go (PAYQ)
2. Superannuation Guarantee Charge (SGC) liabilities

3. Goods and services tax (GST).

There are two types of DPN:

1. The traditional DPN gives a director 21 days to either pay
the penalty amounts in full, negotiate a payment plan or
dispute the penalty to potentially avoid personal liability.

2. The Lockdown DPN which makes a director
automatically personally liable if company tax returns
are not lodged within 3 months of their due date and
provides no avenues for disputing or avoiding the DPN.

Tips for good governance as a director

Ensuring good governance is an important part of avoiding
risk to the company — and to yourself as director. Good
governance relies on:

- Diversification — embrace a diverse range of people,
cultures, ideas and opinions, recognising that diverse
businesses make better decisions.

- Sustainability - build long-term strategic value rather
than chasing potentially volatile short-term wins.

- Risk management - act proactively to identify and
mitigate risk with an internal control framework and
disaster recovery plan.

- Compliance - implement a process for monitoring
company activities, identifying any breaches of
compliance and rectifying them promptly.

- Documentation — ensure recordkeeping is watertight
across all facets of the business.

- Transparency - be willing to openly share accurate
information (good and bad) with stakeholders and
shareholders.

- Accountability — show integrity by being personally
accountable to shareholders, vendors, employees and
the general public for the decisions you make.

Protect yourself and your future

Being a director comes with significant responsibilities
and personal risk. Protect your reputation, career and
financial position by ensuring you're across expectations
and obligations.

If in doubt, it pays to get advice from an expert accountant
who can guide you through the complex tasks on your to-
do list, ensuring you — and the company — stay compliant.

Decipher your director duties with expert accounting
advice.

AskK for a callback from BHT Partners.



https://www.legislation.gov.au/Details/C2019C00216
https://www.legislation.gov.au/Details/C2019C00216
https://www.legislation.gov.au/Details/C2019C00216
https://www.bhtpartners.com.au/contact-us/
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How Australian businesses are budgeting and

forecasting into FY24

Does your business have new financial
year resolutions?

Develop a robust strategy for challenging
conditions.

Strategic budgeting and forecasting will be instrumental to
financial sustainability for businesses as we head into FY24.

Developing a robust budget that sets the stage for financial
success requires expert support across forecasting revenue,
managing expenses, and identifying key financial goals.

Why make the time for budgeting and
forecasting

Research from the ABS shows that nearly 60% of small
businesses cited inadequate cash flow management as a
major reason for failure. By developing a well-structured
budget and accurately forecasting revenues and expenses,
businesses can better anticipate cash flow fluctuations and
plan ahead to reduce risks. The data that’s most useful to
you will depend on your business.

For example, an Australian retail store planning for the new
financial year might analyse historical sales data, market
trends, and consumer behaviour as part of forecasting
store revenue growth.

Bring a local perspective to forecasting

Your accountant brings the advantage of a broader
perspective across the business landscape that considers
specific local context.

For example, for an Australian tourism company aiming to
forecast revenue for the new financial year you may focus
on international travel restrictions, domestic travel trends,
and the impact of major events or festivals on tourist
arrivals. The more relevant data you have, the more accurate
your revenue projections as part of the budgeting process.

Managing expenses is critical to
budgeting

An accountant can analyse financial statements, identify
cost-saving opportunities, and provide insights on
optimising resource allocation.

For example, for an Australian manufacturing company
looking to reduce expenses, your accountant may conduct
a thorough review of the company’s operational costs,
analysing areas such as raw material procurement, energy
consumption, and labour expenses. By benchmarking
against industry standards and utilising cost control
strategies, the accountant can help the company develop a
competitive market strategy with a budget that minimises
expenses without compromising quality or productivity.

3 steps to identify and optimise
recurring costs

A crucial aspect of business budgeting is effectively
managing recurring costs. These expenses can often
accumulate over time and have a significant impact on the
overall financial health of a company. Here's 3 steps you
can take to get recurring costs under control.

1. Audit and review - The first step in managing recurring
cost, work with your accountant to analyse financial
statements, invoices, and contracts to identify areas
to reduce or eliminate costs. Scrutinise your ongoing
subscriptions, service contracts, and supplier agreements
for anything that doesn;t align with your business needs.

2. Negotiate with suppliers — Negotiating with suppliers
to secure favourable terms and pricing can help optimise
your purchasing agreements and reduce recurring costs.

3. Automation and technology - streamline processes,
improve efficiency, and reduce recurring costs. Ask your
accountant about cost-effective software solutions,
cloud-based platforms, and automation tools to
optimise operations.

Gather your support team

You don’t need to approach your business budgeting
and forecasting alone. Work with your expert accountant
to conduct a comprehensive audit, negotiate favourable
terms with suppliers, and leverage automation and
technology to optimise recurring expenses.

Partner with your accountant to identify cost-saving
opportunities, drive sustainable growth, and maximise
profitability in the upcoming financial year.

Optimise business finances with robust budgeting and
forecasting. Ask for a callback from BHT Partners.



https://www.bhtpartners.com.au/contact-us/

Get in touch with us today if you
want to chat about anything in this
newsletter.

(03) 9431 3000
bhtppl@bhtpartners.com.au

"BHT PARTNERS

FORWARD THINKING ACCOUNTANTS

Level 1, 963 Main Road, Eltham Victoria 3095
Phone: (03) 94313000
Email: bhtppl@bhtpartners.com.au

IMPORTANT DISCLAIMER: This newsletter is issued as a guide to clients and for their private information. This newsletter does not
constitute advice. Clients should not act solely on the basis of the material contained in this newsletter. Items herein are general
comments only and do not convey advice per se. Also changes in legislation may occur quickly. We therefore recommend that our
formal advice be sought before acting in any of these areas.



