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How to Assess Your Business Viability Webinar Transcript 
 

Natalie Brookes: 

Welcome to today's How To Assess Your Business Viability webinar. Just like October Small 
Business Month, it's nearing the end, and this is our fourth and final webinar of 2020, which 
is brought to you in collaboration with the ATO and the Entrepreneurship Facilitator service, 
which is delivered by Business Australia. 

Natalie Brookes: 

But it's not all sad news. On the bright side today, we have another guest joining us, which is 
David Shire from Brilliant Success Biz. And boy, does he have some juicy stuff to share with 
us today. So stay tuned. 

Natalie Brookes: 

So if you're starting out in business, or if you've already got an established business, this 
webinar provides our How to Assess your Business Viability guide or pathway to assessing 
your business viability. So there's a lot of information we're going to cover today, and 
because this webinar is only an hour long, there are some areas that we may only cover on 
lightly. 

Natalie Brookes: 

But before we kick off with today's webinar, I'd just like to cover some housekeeping and an 
acknowledgement of country. Firstly, with the housekeeping, you'll notice that everyone's 
been placed on mute and all the video has been turned off with the exception of your 
presenters. If you have a question to ask, which we encourage, simply write it in the chat box 
found to your right. We will address questions primarily at the end of each presenter's piece. 
But I do just ask, please keep all questions and comments on topic to today's webinar. 

Natalie Brookes: 

So the other thing just to mention is that links to templates and to websites that we talk about 
and discuss in today's webinar will be provided in the chat box. So please do familiarize 
yourself with that chat box. 

Natalie Brookes: 

We have the lovely and invisible Chelsea in the background today, who's assisting us behind 
the scenes with our presentation. So you may hear us talking to Chelsea as we go along. 

Natalie Brookes: 

So if for any reason that there are technical glitches or sound delays, please bear with us, we 
will be forging ahead with today's presentation. And the only thing left to really say is that 
today's webinar may go at quite a fast pace. But please rest assured that this webinar is 
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being recorded and will be available to watch on demand at www.businessaustralia.com. So 
don't feel that you can, if you're not keeping up, you can actually revisit this webinar at a later 
stage. 

Natalie Brookes: 

So [foreign language 00:02:39] or hello. We would like to commence the webinar by 
acknowledging the traditional owners and custodians of the land in which we're presenting 
today. So the Ngarrahngbal people of the Bundjalung Nation here in the Northern Rivers of 
New South Wales, and we welcome and acknowledge other First Nation people from other 
communities who may be joining us for this webinar today. So we pay our respects to elders 
past, present and emerging. 

Natalie Brookes: 

And, look, just a really super quick introduction from me today, because we are covering a lot 
of information. So my name is Natalie Brookes. I am one of 23 Entrepreneurship Facilitators 
in Australia, delivering the service in Northern New South Wales region for Business 
Australia. 

Natalie Brookes: 

So the Entrepreneurship Facilitator service is a federal government initiative that provides 
free business advice and support to anyone with a business idea or who are in the startup 
phase to get their business off the ground. A lot of what we cover today, these kind of topics 
are what we can assist you with. 

Natalie Brookes: 

So whilst today's webinar covers some financial topics, the advice we provide is general in 
nature and does not constitute as financial advice. We always recommend that you seek 
professional advice from a registered tax agent, accountant, financial advisor, legal 
professional, so it's all based around your personal financial circumstances. 

Natalie Brookes: 

So just next slide, Chels. So the next person I want to introduce you to is Linden Regina, 
from the Small Business Education team at the ATO. Linden deals with small businesses 
from all over New South Wales and helps small business owners understand and interact 
with the tax and super systems more efficiently. So hello, Linden. How are you today? 

Linden Regina: 

Well, firstly, I'd like to say hello, Northern Rivers. It's fantastic to be on board. It's a bit sad 
that it's our last webinar series. But you know what COVID has done, it's brought us all 
together. So I'm wrapped to be here and a huge thanks to Business Australia and the 
Entrepreneurship Facilitators. And Natalie, it's been fantastic to work with you. And it's also 
great to work with Chelsea and brilliant to have David on board today. 

Natalie Brookes: 

I know, I'm pumped, right? Yes. And yes, maybe the last webinar for 2020, but maybe we'll 
have many more in 2021. 
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Linden Regina: 

Bring it on. 

Natalie Brookes: 

Absolutely. And, look, last but not least, I'd like to introduce you to David Shire from Brilliant 
Success. David has over 20 years experience working with large corporations to small 
businesses and startups, and has developed seven core principles for brilliant business 
success. So he has helped so many businesses over the years to achieve a more structured 
approach to their business and their life. 

Natalie Brookes: 

So, hello, David, and welcome to join Linden and myself on this webinar today. 

David Shire: 

Yeah, great. Thanks, Natalie. And thanks, Linden. It's great to be on. I'm very honored to be 
a part of this today. And looking forward to being able to help fellow small businesses get 
their head around what we're going to talk about today. Thank you. 

Natalie Brookes: 

Absolutely, yeah, I'm really looking forward to it myself. And I'm sure that a lot of people will 
get a lot out of today's webinar. 

Natalie Brookes: 

So, Chelsea, we'll just flick to the next slide here. I'm just going to give you a quick overview 
on what we'll be covering today. So we've broken it up into two parts really. Because the 
Entrepreneurship Facilitator service does focus on startup businesses, primarily, that's where 
our focus is on. So how to assess your financial viability or feasibility for startups. 

Natalie Brookes: 

But there's something for everyone here, we're not just focusing on the startups. We're 
starting there and we're also moving through to anyone who has an existing business as 
well. So how you can, additional things that you can do to assess your financial viability. So 
we're breaking it up into two parts here. 

Natalie Brookes: 

So first off, we've got David running through a how to guide on how to calculate your 
breakeven. I'm absolutely stoked to have David here providing this for us. And then we just 
touch on some financial projections. And then we go into some financial viability ratios. And 
then Linden talks to us about benchmarking and the ATO business viability assessment tool. 

Natalie Brookes: 

So that's our webinar for today. I'm going to hand over now to Linden to cover off the next 
slide. 

Linden Regina: 
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Excellent. Thanks, Natalie. So what is your business viability? That is the question of the 
day. It's the question of your business, why do we do what we do? Because we love it. And if 
we love something so much, we need it to be viable. 

Linden Regina: 

So you probably would have heard the words being trending or being bandied about, and 
they're actually trending at the moment, cash is king. So if cash is king, how can I get more of 
that cash in my top pocket? 

Linden Regina: 

And one way of being able to do that is checking your business viability. You want to know 
that you're making a profit, you want to know in regards to what you need to do to be able to 
make that profit. What's your business commitments? 

Linden Regina: 

And you obviously need to know where your financial position is. How much money is 
coming into your business? How much money is going out of your business? How can you 
slow your expenses going out of your business down? But how can you bring in more 
money? And most importantly, how much do you want to pay yourself? That's the question. 

Linden Regina: 

So you know what, if you want to get that question answered, this is where we're going to 
head over to David, because David's going to get you right across that space in relation to 
your business viability. How you can pay yourself, how much you can pay yourself. And, 
look, let's all next be the big Bill Gates of business. So over to you, David. 

David Shire: 

Great, thanks a lot, Linden. All right. So one of the important things about a business being 
viable is obviously around the breakeven side of things. It's a great place to start. I work with 
a lot of business owners in just working out really in that startup phase, what do we need to 
do to put money in our pocket as a business owner and run our business? And really, 
ultimately set some really good targets, so that we can achieve what we need to achieve in 
there. 

David Shire: 

So my task today is to talk to you about breakeven. And so we're just going to step through a 
few steps, key steps around making this work for your business. So the first point there really 
is breakeven analysis, and as you can see, the little graph chart there, it's really the point that 
our business needs to generate enough sales that will cover all of the costs that we need to 
do there. 

David Shire: 

The formula to work out breakeven and we'll cover this in an example later on is the total 
fixed costs divided by your sell price and your cost price. So we'll make that really clear over 
the next few slides. Thanks, Chelsea. 
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David Shire: 

All right, so the first thing we're going to start talking about breakeven, and given that we're 
focusing in this first part of the webinar around the startup phase of a business, that seed 
capital starting up, excuse me, we can have a look at, or things to think about, what's going 
to be some of our startup costs? And so there's a template there. Chelsea's going to put one 
up in the chat box, if you want to head over there, you can see an example from the 
business.gov website about things that would be good to include in that startup cost. 

David Shire: 

I'm not going to go too much detail into that. But they're things that you want to consider 
when we start working around that first year of breaking even, if we can build that into our 
calculations is what we'll do. Thanks, Chelsea. 

David Shire: 

All right. So the second step in terms of calculating breakeven, we've got our startup costs 
worked out, we're going to now delve a little bit more into what's going to be our ongoing 
fixed and variable costs. 

David Shire: 

So just for the benefit of those that haven't seen these terms before, fixed costs are generally 
things that are going to be expenses and costs that you'll run your business through, that will 
need to keep the business running, whether you've made any sales or not. So things like 
your rent, your insurance, ongoing insurances, there'll be a lot of other things that might 
come into play in terms of fuel costs, delivery, things like that, that we can consider as a fixed 
cost. 

David Shire: 

The other part that we'll talk about here, working out breakeven, is called the variable costs. 
And that'll be generally what you'll see if you look at profit and loss statements and things like 
that and a bit more around the accounting terminology will be things like cost of goods sold. 
This is going to be your direct costs that will be related to what you sell. 

David Shire: 

So if you sell a particular product, and there's a direct cost to that product, that will be 
referred to as cost of goods sold, but we'll refer to it also in today's session around variable 
costs. So if you don't sell anything, then variable cost obviously is going to be very low in 
terms of that. 

David Shire: 

So it's just worth... Some of the terminology that we'll go through, again, it's just worth 
spending some time to go back and understand if you haven't come across these before, in 
terms of working out your breakeven. 

David Shire: 
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All right, if you can do the next slide, thanks, Chelsea. So step three in calculating 
breakeven, we're going to look at adding our one-off startup costs. So from that first template 
we just looked at, we might work with an example in a minute that will go through that. 

David Shire: 

You might have a startup cost, say that's $50,000 to get a business up and running. And then 
we'll look at those general expenses or fixed costs, will then be added to that. So that's going 
to give us a total amount of money that the business is going to need to generate to be able 
to become breakeven. That's the first point that we want to know is how much money's got to 
go out of the business between the startup and our ongoing for the next 12 months? 

David Shire: 

Great, thanks, Chelsea. Next slide. 

David Shire: 

Okay, so once we've sorted that out, then we can think a little bit about our particular 
products or service. And so what we can do is drill down and we can look at our products 
and look and say what's our sell price for our product or our service? And then is there any 
cost price that is involved directly with that particular product or service? So that'll give us our 
variable cost that we were mentioning before. 

David Shire: 

So the outcome of this particular calculation will be the gross profit per product or service. So 
in our example, we're going to have a security camera business. And what we'll do is we'll 
have a sell price for our cameras and there'll be a cost price for that camera. 

David Shire: 

So subtracting those two is going to give us our gross profit in that particular example, for a 
particular product or service that we might run. So we'll run through some examples of that 
now as we go through. Thanks, Chelsea. 

David Shire: 

All right. So again, coming back to the formula that we need to do to calculate breakeven, 
we'll work out our total fixed costs plus our startup costs. And we'll divide that by the gross 
profit per item on our say security camera. And that will then give us a breakeven amount 
and that's going to tell me exactly how many products or services I'll need to sell in the next 
12 months to break even and put money in my pocket. I'm going to talk about paying yourself 
first, as Linda mentioned before, as part of this process. 

David Shire: 

Let's have a look at some examples. All right, so let's use our security camera example. So 
in the top left box there, we've got our fixed costs. So we'll just use an example, startup 
business, we're going to sell some security cameras. So we worked out all right, it's roughly 
$50,000 to start up the business, just buy some equipment, and get the marketing and that 
sort of stuff, that first part up and running. 



 
 

DISCLAIMER: The statements, analysis, opinions and conclusions expressed in this webinar transcript are those of the 
Australian Taxation Office and Entrepreneurship Facilitator Service and do not necessarily represent the views of Business 

Australia. Business Australia expressly disclaims any and all liability arising from or in connection with the use of this webinar 
transcript by you or any other person. Any advice provided as part of the webinar transcript will be general business advice and 

will not constitute financial, legal, taxation, accounting or insolvency advice. 

 
Level 15, 140 Arthur Street, North Sydney NSW 2060 | Tel 13 26 96 | contact@businessaustralia.com | businessaustralia.com 

ABN 63 000 014 504 

 

David Shire: 

Let's say we've worked out our ongoing expenses might be $60,000 for the next 12 months, 
to cover ongoing marketing costs, it might be to go on with going to some trade shows and 
doing some things, doing all the things we need to do to keep the business open. Have the 
rent on my premises, for instance, might be included in that. 

David Shire: 

The other important factor to consider in here is also what's the owner income required? This 
is something that's often left out of the thought process, when a business owner goes to do 
their projections, or look at the different tools that are around online. It looks purely, normally 
from a business perspective only. 

David Shire: 

So a good thing to do is factor in how much income would the owner like to be able to take 
out. And again, these can be tweaked down the track. So that's no problem. 

David Shire: 

All right. So let's say we've combined these three things, let's say I want to generate an 
income of $72,000 per year. So for the purpose of this process, I factor in that that's going to 
be a pre-tax amount. So I'm going to pay tax on that amount for that owner income, but the 
business needs to generate $72,000 to cover that for me, as an owner. 

David Shire: 

Let's say my startup costs, 50, and expenses, 60. So the total amount I need for the next 12 
months to be able to break even, and I'm assuming in this case too, that my startup costs, 
I'm going to want to pay it back within that first 12 months. So the total amount I need this 
first year is 182,000 per year. 

David Shire: 

On the right side then, we can then look at our product. So I've got a security camera. So I 
have just a base model, keeping the business really simple. I'm going to sell it for $200. But 
I've got a good deal where I can buy them for $50 each, or I can bulk buy a whole bunch for 
that. 

David Shire: 

All right, so what that does is if I take 200 and I minus $50 on the left for my gross profit, per 
camera is $150. All right, so these are the two figures that I need to know, to work out how 
many cameras do I need to sell in a year to bring in that $182,000. 

David Shire: 

So in the bottom box there, we've got breakeven, we've got 182,000 per year divided by 150 
per security camera. So what that tells me is my business needs to generate just over 1,200 
cameras per year, in the next 12 months to break even. 

David Shire: 
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Okay, so we could break that down. Let's say we've got a business that's going to tick over 
52 weeks, I might have someone that's obviously working for me if I'm on holidays or away. 
So I've got to know, it's a good point to know is now I've got 23.3 cameras per week that I 
need to be aiming for in order to break even. 

David Shire: 

If I get through the end of the week, and I've only sold 10 cameras, then I know I've got to 
catch up some more cameras around that. This is where it can generate some really 
powerful conversations into your sales and marketing conversations, because now you've 
got some serious numbers that will make sense to know they're putting the money in your 
pocket at the end of the day. Great, thanks, Chelsea. 

David Shire: 

Okay, so the next thing we're going to look at there is in terms of the breakeven is, if we then 
say, well, what if we've got more than one product or service? I'm pretty sure most 
businesses out there have more than one core product or service. So what we want to do is 
then be able to start factoring in how do we build that into some calculations for my 
business? So on this slide here, what we're doing is adding in an extra component, which 
might be security consultation, which I'll sell for say $120 per hour. 

David Shire: 

So one other thing I just wanted to introduce or just mention at this point in time, is if you're a 
business that's registered for GST, now being in startup phase, you may or may not be going 
with the GST side of things. So, whatever you do, you can do these calculations without GST 
included, and if you are registered for GST, obviously you want to be keeping that money 
aside when you do your sales. Or you can put your GST component into these calculations 
as well. 

David Shire: 

So, as long as we put it into the expenses and we count for it the other way, we can do that. 
So it's just worth thinking through a little bit how GST might impact on your calculations for 
here. 

David Shire: 

Okay. So in this table here, we've got the first line there was the cameras that we sell for 200. 
It costs us $50 profit, my gross profit is 150. It tells me I've got to sell 1,213. 

David Shire: 

And the next couple of columns I've then said, well, all right, I can set some targets, because 
I'm going to have multiple products or services, now I can work out what I need to do there. 
Say, for example, the 1,200 cameras that we said that we would need to sell to break even, if 
that was my only product or service, that's what I'd need to do. 

David Shire: 

The second line there talks about security consultation. Let's say I go out and as part of my 
security camera business, I go and do some consultation with some businesses around their 
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security and their cameras, things that we need... say I go and do a report or do an 
assessment, things like that, and that I charge at $120 per hour. 

David Shire: 

So what we can then do is then if that was my only thing that I did, and I didn't sell any 
cameras, then in order to make my $182,000 profit, so there is a slight error in there, in that I 
need $182,000 profit to break even is what we've mentioned before. So we'd need, in this 
case, say 1,100 hours to break even on that, in that case. 

David Shire: 

So what we can then do is then come across to the last couple of columns, and we can then 
start to adjust our targets and say, all right, so in this case, let's say look, I think I feel pretty 
comfortable I can sell, say 100 cameras a month. And so that'll give me 1,200 cameras per 
year. If I do that, it's going to be the equivalent of $240,000 of sales income. And when I 
equate that back to my gross profit amount, that's worth $180,000 gross profit. 

David Shire: 

In the security consultation, let's say I need 1,100 hours to, if that was my only thing I did, to 
break even then we'd know that I'm going to be doing a lot of other things in my business and 
roughly I've probably got 2,500, 2,600 hours a year on average, a lot of people, to work in 
their business and develop their business and sell their product. And if they've got an hourly 
rate that they're working on, we can work through some examples around that. 

David Shire: 

So in this case, I might say all right, I'm going to target 300 hours over the next 12 months to 
be as billable hours out to my clients at that $128 per hour. So if I can reach that target, it's 
going to give me, generate $36,000 in sales. And in this case, there is no direct cost, 
because I'm the sole business operator. And I'm not paying anyone else to do that. So in this 
particular case, we've said that there is no cost price to that 120 per hour. 

David Shire: 

In reality, there may be some little components. Or you might say, well, I've got some, 
needed to do some fuel and some other things in there. But for the purpose, when you're first 
starting out, this is a perfectly fine way to start, and that'll give me a gross profit of $36,000. 

David Shire: 

So the total amount of gross profit that I'll be generating, if I can reach these targets of 1,200 
cameras and 300 hours of consultation, going to generate for me $216,000 in that. I needed 
182. I know I'm going to make some profit on top of putting money in my pocket at the end of 
the day. So that's where you can just keep adding products and services to that table. And 
we can just keep adding and tweaking the targets and those sorts of things to generate that. 
So when you get to later on, you talk about forecasting, we can use that total sales figure. 
We can then build in the gross profit figures into your forecasting there as well. 

David Shire: 

All right, yeah. Next slide. 
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David Shire: 

So just some tips there that I've come across working with many, many business owners 
over the years is about paying yourself first. So it's something, like I said before, it does get 
missed a lot when we start playing with numbers in our business. Many times, I've seen 
business owners will just put in, I hit my breakeven, my variable costs and my fixed costs, but 
they haven't actually included the owner income. 

David Shire: 

So what I do is, when I work with clients, we work in and put in here, how much would you 
like to take out? We can tweak it if it's too much to start with in that first startup period. You 
can go I can live on less, but this is what I'd like to get to. It's just all about setting some 
targets and some goals and seeing what's achievable and real for your business and 
something you can feel really comfortable in being able to work towards. 

David Shire: 

I say put your, pay yourself first, I put that in your fixed cost section. So we did that in our 
example today. So if you're not sure, you can always come back and have a look at the 
webinar again and just try and work through some things there. 

David Shire: 

The other key tip there is to, for calculating breakeven is using this as a forecasting tool. 
That's where Natalie's going to kick in very shortly to do that. So things around, when I do 
these breakeven work with clients, here we can adjust your pricing. 

David Shire: 

I did see a question there from Glen, talking about a bigger marginal on certain products. 
And so that's where you can tweak with your pricing in this breakeven tool and will tell you 
how many products or services you'll need to sell for that. 

David Shire: 

So if we could sell our cameras for $250, instead of 200, then I'm going to need to sell less 
than 1,200 cameras in a year to make the same money. So I hope that helps to answer the 
question for Glen. 

David Shire: 

And the other thing too, is then we can talk about in here is the National Australia Bank have 
a great calculation, which works for almost the exact same scenario that we just did. It talks 
about putting in your overheads and it talks about putting in how much would you like to 
make out of your business. Chelsea has put the link up there in the chat. 

David Shire: 

It's an Excel spreadsheet template, you can download that and then you can just play around 
with some numbers. And it'll give you a really good indicator of where you want to take your 
business in the next 12 months. So you can adjust your pricing, you can tweak how much 
owner income you want, and obviously tweak your expenses. 



 
 

DISCLAIMER: The statements, analysis, opinions and conclusions expressed in this webinar transcript are those of the 
Australian Taxation Office and Entrepreneurship Facilitator Service and do not necessarily represent the views of Business 

Australia. Business Australia expressly disclaims any and all liability arising from or in connection with the use of this webinar 
transcript by you or any other person. Any advice provided as part of the webinar transcript will be general business advice and 

will not constitute financial, legal, taxation, accounting or insolvency advice. 

 
Level 15, 140 Arthur Street, North Sydney NSW 2060 | Tel 13 26 96 | contact@businessaustralia.com | businessaustralia.com 

ABN 63 000 014 504 

 

David Shire: 

And one of the really powerful tools here is where you could do an example of, you might 
engage with a marketing company, they'll say, look, we'll generate 10 or 15 clients each 
month, but it's going to cost $1,000. So you can put that into your breakeven tool here and 
say, all right, well, if I'm going to spend an extra $1,000 per month, is that extra 10 clients 
going to be enough? And you can then hold that marketing company accountable to their 
work and say, all right, we're not getting 10 clients per month, what are we going to do about 
that? 

David Shire: 

All right. So some really powerful things you can do with this. This is then going to lead really 
nicely into handing back to Natalie for some of your forecasting. So thank you, guys. 

Natalie Brookes: 

Thank you, David. I just want to keep the floor open for a few more questions to David, if 
anyone's got any. Thank you very much for addressing Glen's question there. 

Natalie Brookes: 

And, David, I just think that your presentation really gives a very thorough example of how 
any startup can work from that step one through to I think it was five steps that you showed. 
So really, really useful. And those examples at the end, where you're actually showing the 
format and where you can add or subtract as many products or services as you want or need 
for your business. So, fantastic. And also the targets as well. 

Natalie Brookes: 

Linden, did you have anything to add with David's presentation? 

Linden Regina: 

Yeah, look, I do. I think what I'm enjoying is the realness. So the things that you talk about, 
these are the real parts of business, this is the backbone of your business. I find it really 
refreshing how David said you've got to pay yourself first. 

Linden Regina: 

Because we don't hear a lot about that. We're always pouring our money into our business, 
and we tend to forget ourselves. So being able to... in relation to the way that you have 
David, it's simplified it. 

Linden Regina: 

And as we've seen, especially over COVID-19, we've had a lot of messaging coming out via 
local, state and federal bodies, and that messaging can become quite confusing. There's a 
lot of messaging around when you start up your small business. So it is very much of a step 
by step process. So, David, well done for breaking that down, because I think businesses 
really need to hear the simplicities, because they get so caught up with the gray and they 
forget to... or perhaps they don't have time to get back to those black and white facts that 
you've just delivered today. So good on you, David. Thank you. I got a lot out of that. 
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Natalie Brookes: 

I don't know if you covered this, you mentioned this or not, David, but we were talking offline 
before. And you said that this is just one way of doing the breakeven analysis. There are 
plenty of other ways to get to the same outcome, but this way is just a much more simplified 
version. I love it. 

David Shire: 

Great. Thanks, Natalie. I just find it works out really well for a business owner to get their 
head around, a little bit of working on their numbers, but the outcome then is a real number 
of stuff they've got to sell to make this business work. Then they can get on and just do that 
stuff, work on their marketing and their sales and their networking and everything else. Then 
they can park their numbers a little bit back knowing that if they reach their targets, they're 
going to be okay. 

Natalie Brookes: 

Absolutely. Look, thank you so much for that. So I'm going to pick up where David left off. So 
he talked a little bit about forecasting. I'm just moving the how to assess your viability 
conversation on. So, David's addressed the biggest and most essential part, which is 
creating that breakeven analysis, really important for any startup. But you can be using this 
at any stage of an established business as well. 

Natalie Brookes: 

But the next step that you'd be looking at is preparing your financial forecast as well. So we 
are still focusing more on the startup businesses at this stage, but we can break it down into 
two areas. So your cash flow forecast, and also your profit forecast as well. 

Natalie Brookes: 

Sorry, I know on this slide, it says income statement. That should say profit forecast. So my 
apologies there. 

Natalie Brookes: 

With the profit, sorry, the cash flow forecast, I won't go too much into that today. We actually, 
Linden and myself actually did a webinar all around cash flow. It was called Cash Flow 
Success for your Small Business. And we actually did that last month, so September. 

Natalie Brookes: 

I really encourage you to go on and watch that webinar, if you want to know a little bit more 
about cash flow forecasts. Chelsea has just popped the link to that webinar in the chat box. 
So feel free to click on that and watch that later. I'm really not going to address that now. 

Natalie Brookes: 

But with the profit forecasts as well, I'll just get you to flick over to the next slide there, Chels. 
So this is just an overview on what the cash flow forecast looks like. Essentially, it's just like a 
rolling forecast. So cash flow, just a quick recap on what a basic cash flow is, is that it 
records cash in and cash out. That's essentially the basis of what a cash flow does. 
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Natalie Brookes: 

I also just want to touch on now that a lot of people are using online software accounting 
packages, and they have these cashflow packages as add-ons. So, for example, one of, 
actually two of the most popular accounting packages out there are Xero and QuickBooks. 
So they have an add-on called Calxa that you can purchase or subscribe to. 

Natalie Brookes: 

I know we're just showing you a really basic spreadsheet and what the format looks like. But 
really what that looks like in realistic terms is most people would have an online accounting 
software package. I'd probably recommend that more so than with spreadsheets. I'll touch on 
that in a little bit. 

Natalie Brookes: 

I do encourage you to catch up with our cash flow webinar that we did. Chelsea, if you just 
want to flip to the next slide there. Thank you so much. 

Natalie Brookes: 

Okay, so the profit forecast. So where cash flow focuses on cash in and cash out. So it's all 
of that cash. The profit forecast obviously does what it says, it focuses on profit. I'm actually 
going to tie this back to what David has covered with his breakeven. 

Natalie Brookes: 

So the breakeven actually is really tied to profit. And a lot of the steps that you covered with 
David earlier in the breakeven analysis are the same steps that you would do for a profit 
forecast. 

Natalie Brookes: 

Okay, so you need to identify your cost of goods, which are all those direct costs relating to 
producing your product or delivering your service. I know that David spoke a little bit about 
that as well. But it's also identifying all those other expenses. 

Natalie Brookes: 

Again, I know David touched on that, so just to pick up a few here, so we've got like general 
administration, marketing, promotional stuff on there. What it doesn't have on there is don't 
forget you've got your GST, your superannuation, your PAYG, if you're at that more 
established business level. 

Natalie Brookes: 

And the profit forecast, it's a rolling forecast. So you want to be anticipating what those 
expenses you're going to be making and when and slotting them in there. 

Natalie Brookes: 

Now, I can see that Chelsea, I asked Chelsea to put a link to these templates. So there was 
the... I know it says cash flow statement and also profit and loss statement on those links 
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provided before, but they're through the business.gov.au website. They call them cash flow 
statements and profit and loss statements. 

Natalie Brookes: 

They're actually not, they're actually more cash flow forecasts and profit forecasts. So, 
please, they are very different, I kind of talked about that in the cash flow webinar that we 
touched on last month. But I just wanted to mention that again, they're using the 
terminologies wrong, and they are very different things, statements to forecasts. So those 
links to those templates are there. 

Natalie Brookes: 

Look, I will also just say this, I know we're showing you like the format here with these 
forecasts, and we're providing you the links. With any financial statements or templates, I 
always encourage probably getting them from your online accounting packages over finding 
them off the internet. There's a very good reason why. 

Natalie Brookes: 

So we have these things called international financial standards, IFRS, International 
Financial Reporting Standards, here in Australia, which are principle based standards. Then 
you've got in countries like the UK, sorry, the US, you've got what they refer to as GAAP, 
which are generally accepted accounting principles. 

Natalie Brookes: 

They're very different, it means that the financial statements are formatted differently. Why 
am I saying this? Because this is particularly relevant if you're a company. So if you're an 
Australian business, and you're operating as a company, those formats are, you need it to be 
relevant to our accounting standards. So picking them up off the internet, you may just find 
that you're actually picking up an American financial statement. So just be aware of that. 

Natalie Brookes: 

I think that's pretty much all I need to say on that one. So with this particular slide, the profit 
versus cash flow, just want to make the point here that profit is very, very different from cash 
flow. As you can see from this slide, profit is derived from sales or revenue, less expenses. 
So that gives you your profit, or it's also referred to as net income. 

Natalie Brookes: 

On the opposite side, so cash flow is all that and we just spoke about this before. So those 
cash inflows and cash outflows. So it's all about that physical cash. 

Natalie Brookes: 

Now, the biggest difference there is that you can be profitable, but you can also have no 
money and no cash flow. So you really need both to be very successful in business. I think 
Linden actually, one of the first slides that Linden addressed at the beginning of the webinar 
was that to be a successful and financially viable business, you do need to be profitable, and 
you do need to have good cash flow. 
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Natalie Brookes: 

So there is a difference. Profit does not mean that you have good cash flow. This all comes 
back to when you're operating your business, you may have outstanding receivables from 
debtors that you haven't collected. So you may have acknowledged that you have made a 
profit and it's showing that, but you actually haven't received the cash yet. And that could be, 
in some cases, a lot of money with some businesses. 

Natalie Brookes: 

So there is a big difference when you're talking about profit. It's not always the same as cash. 
It isn't the same. 

Natalie Brookes: 

I'm just going to move on to the next slide, Chels. So these financial viability ratios. Look, I 
would have loved to have delved into these in a much more deeper way, but maybe we 
might have to save this for another webinar next year. But all I'm going touch on here is just 
giving you an overview. 

Natalie Brookes: 

So this slide, I'm just going to be talking specifically to startups. So with your profitability 
ratios, you're looking at your gross profit margin, your net profit margin, your operating profit 
margin, all the margins, essentially. Your return on equity, your return on assets, they give 
you those profitability ratios. 

Natalie Brookes: 

The next dot point I've got there, your cash flow ratios, you'd be looking at current ratio, quick 
ratio. I do touch on that in the last webinar that we did on cash flow. I mentioned the current 
ratio on that one. 

Natalie Brookes: 

And, look, there are others as well. So testing your financial health, you've got return on 
investment, return on sales, inventory and turnover. There are solvency ratios, which are like 
debt to equity. And your return on investment is more that test of financial health. 

Natalie Brookes: 

So there are so many ratios out there, you can get lost in them. I'm going to leave those for 
you to explore, but just know that they're there. So that's looking at for startups, Chels, just 
flick over to the next slide there. 

Natalie Brookes: 

I'm going to move on to just talking about assessing financial viability for more established 
businesses. So basically, a few points to mention here. So all the ratios we previously 
discussed on the previous slide are all relevant for established businesses. 

Natalie Brookes: 
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The next thing is just to establish financial viability for established businesses is making sure 
that you're regularly reviewing your financial statements. So really, really important to be 
doing that. 

Natalie Brookes: 

Now, just also the next setting your financial liabilities, analyzing those abnormalities, any 
variances on your P&L. So just making sure that you're showing those consecutive financial 
years, and you're looking over what the trends, what the variances are. So variances can 
highlight those big changes against comparable years or months. 

Natalie Brookes: 

And actually, just at the moment, obviously with COVID, a big focus has been looking back 
and comparing against last year. So anyone who has applied to the government for any of 
these grants, or COVID financial assistance will have had to provide, showing what they did 
last year, as opposed to what they're doing now. So those variances are very, very relevant 
to the environment we're in today. 

Natalie Brookes: 

And, look, just lastly, I just wanted to mention creating financial reports. Again, it's just a 
really useful tool. Chelsea, can you just flick over to the next slide? I just wanted to give you 
an overview here. 

Natalie Brookes: 

This is just a screenshot I've put here of Microsoft BI. I just wanted to mention that, because 
financial reports don't have to be just the same boring Word or Excel documents. So there 
are these packages out there, like Microsoft Power BI, that allows you to pull information and 
data from many, many different sources. 

Natalie Brookes: 

So for example, any of the Microsoft packages, but even social media sites, like your Twitter, 
your Facebook. So you can grab all of that data and you can very easily pull it together and 
create very dynamic, very visual reports and they really help your business make decisions a 
lot easier and a lot quicker. And you can make them based on those visual reports. You can 
even have maps and stuff. It's really a great thing to work with. So do check that out, if that 
seems relevant to you. 

Natalie Brookes: 

So just coming up to time now, I'm going to pass over to Linden. Already I've covered off 
many ways to assess your business viability. But Linden has so much more, so Linden, over 
to you. 

Linden Regina: 

This is where I want to pull out my statement, because there's more. So ATO benchmarks, 
this visualization tool, if you're a startup, if you're in business and also if your tax return has 
been identified by the tax office for perhaps having higher expenses versus lesser income. 
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Linden Regina: 

Let's start with startups. I often host face-to-face workshops around traditionally New South 
Wales, next year, probably Australia. And the discussions that we have with that startup 
space is head to the ATO benchmarks. Want to know what... It's going to give you that 
visualization in relation to how much you can expect to earn for that industry type, and how 
much you can expect to spend for that industry type. 

Linden Regina: 

So that's actually going to take you back to what David said, in relation to how much do you 
want to pay yourself? Because that's the big question, as I was saying to you before. ATO 
benchmarks, we've covered roughly about 98% of different industries, and on average, what 
they can expect to earn and spend. 

Linden Regina: 

Now, that's going to give you an idea of how much money you're going to need to be able to 
start your business and to be able to sustain your business. Now, let's talk about business 
viability, in relation to benchmarks. 

Linden Regina: 

So if you've been in business for a couple of years, maybe make it a point to actually, Chels, 
I'll just get you to go back one, maybe make it a point that with the benchmarks, that you 
check in with your benchmarks every 12 months, okay? And the reason why I say this is 
because you can actually see that you're staying within the benchmarks. 

Linden Regina: 

If you're not staying within those benchmarks, perhaps your expenses are higher, maybe 
your income is lower. But if you're outside of the benchmarks, it's saying something about 
your business. Is it saying to you, maybe I could spend less, how can I cut down on my 
overheads? Or maybe it's saying to how can I earn more? What are other people doing in the 
same industry type as me? 

Linden Regina: 

I'm a big one. I like to have a bit of a google, I like to talk to tax professionals. I like to talk to 
colleagues that are in the same industry types, in relation to how my business is faring. And, 
yes, I do have a business as well. So it gives me that comfortability, that knowledge that I'm 
either doing okay, maybe I could pick it up a bit, maybe I could change it up and different 
ways on how I can do that. 

Linden Regina: 

Now, thirdly, the benchmarks are literally the ATO's auditing bible. Now the reason why I've 
sat in auditing seats for a lot of years within the tax office, and the reason why is because 
when your income tax return comes into the tax office, it goes through what we call a data 
risk model. 

Linden Regina: 
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So if your expenses are high, your income is lower, there's lots of other variables in the 
picture as well. But that's traditionally the biggest one. That's when we had the 
conversation... do you know about the ATO benchmarks? So this actually creates a 
conversation around how you can work smarter and not harder. 

Linden Regina: 

So that's when we move on to the business viability tool. So on ato.gov.au, if you scroll all 
the way to the bottom of the landing page, on the second column along about halfway down, 
you're going to see a little section called calculators and tools. Click in there. 

Linden Regina: 

Now, inside there, there is a smorgasbord of calculators and tools, and you pay your tax, let 
us do the hard yards for you. So the way that we can do that is because we've got so many 
calculators and tools to stop you from pulling your hair out, to stop you from stressing. You 
can actually use these tools to be able to help assist grow your business. 

Linden Regina: 

And one of the tools is the business viability tool. And it's actually getting quite a bit of 
traction. Now, let me be very, very clear. It's just a point of resource. It's just a resource, it's 
just a tool. 

Linden Regina: 

So this is something, it's like your favorite Netflix, you cuddle into the couch, and you think I 
just want to get a bit of familiarity with what's going on in my life, a bit of Netflix or business 
viability. But you can actually visit the business viability tool on a 12 month basis. It's like a 
health check. 

Linden Regina: 

You know when we go to the chemist, and they've got that really big machine there, and you 
put your arm in and you do your blood pressure, and then you do your height and your 
weight and you're sitting back thinking, I need to make some lifestyle changes. The business 
viability tool works exactly the same. Maybe you need to make some business changes. 

Linden Regina: 

So traditionally, you need three years worth of data to put into the business viability tool, to 
be able to get a good visualization of really what... So you're going to put in your financial 
data, it's going to ask you a couple of questions. And then it's going to actually spit a report 
out to... you're going really, really well and perhaps where you need to improve. 

Linden Regina: 

So this is where you would go to people like Natalie Brookes with Business Australia, and 
you would seek that professional advice. How can I improve my business? How can I cut 
down on my overhead? 

Linden Regina: 
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By using the business viability tool, it's a lovely little health check on your business, firstly. 
Secondly, it's going to take you back to what David said, you need to sell so many cameras 
per week. I did notice David's business, the example he used, he needs to sell 23.3 cameras 
per week over a 52 week period. It gives you that goal to strive towards. 

Linden Regina: 

So by using the tool... helps you claw, and I say claw, because it's COVID-19, it hasn't been 
exactly pleasant, has it? But it's going to help you claw your way through challenging periods 
in your business. It's going to build your resilience and build your strength to be able to go 
forward, to be able to build on that business plan of how you can be better in your business. 
What can you do that perhaps others are out there doing? What could you do? Can you take 
any of their ideas? Can you use any, can you incorporate any of those ideas into your 
business? 

Linden Regina: 

So head to ato.gov.au, calculators... the green light on that one. I hope that those tools 
actually help you. 

Linden Regina: 

So with your documents as what's just come up on the screen, traditionally, if you were to do 
it today, or do it on the weekend, because you just love doing book work on the weekend, 
you can put in '18, '19, '20 financial years data. Now, let me be very, very clear. 

Linden Regina: 

This tool is between you and the tool. The information stays there. It doesn't go anywhere. 
The ATO can't see in there. This is simply just a resource tool to help you grow. So the type 
of documents that you're going to need are things like your profit and loss statements, your 
balance sheets, aged creditors listings, aged debtors listings, and your total monthly 
repayment amounts for all your debt commitments. 

Linden Regina: 

Now, let me just stop you right there when we talk about debt. So at the end of March, we 
saw a lot of debt hit ATO systems, because everyone had to lodge to be able to claim job 
keeper and cash flow boost. We've got some big debts on systems at the moment. 

Linden Regina: 

If you're in that boat, and you've got a debt, I want you to had to ato.gov.au or head to your 
little handy ATL app, and have a look at the payment plan estimator. Come to the ATO. 
Come to us. And you say to us, I've got a debt and I've got a way around how I'm going to 
pay that debt. Put it to us, don't wait for us to give you those big upfront payments, because 
you'll be pleasantly surprised in relation to how we can actually assist you. 

Linden Regina: 

All right, next slide, Chels. All right. Look, this is just a quick snapshot, I'm not going to spend 
too much time on it. You know what, it's really, really simple. And I love simple, because I 
hate graying stuff up. I want to know exactly where I stand. 
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Linden Regina: 

And when I look at this report, I know exactly where my business stands, because I count the 
green ticks versus the red crosses. So if you've got more green ticks than red crosses, 
instantly, you can sit back and go, you know what? I'm doing all right. If you've got more red 
crosses, that's when you really want to reach out and I say reach out, because there's so 
much support available. Head on down, Chels. 

Linden Regina: 

All right. So this is what the assessment looks like. We can keep driving with this, Chelsea, 
because we've covered the assessment tool. So we can actually head on into, this is 
Monica's business. Now, Monica did the business viability tool. Monica has never had a 
conversation in her life with the bank. She hasn't matched the banks up against each other. 

Linden Regina: 

So she's been asked the big questions. This is your business, have the courage to ask the 
big questions in relation to, can you better my interest rate? She knows by doing the 
business viability assessment that she's not doing too well. She's got no money in the bank, 
and she needs professional advice. 

Linden Regina: 

So she's at that crossroads. Can I keep my business still going? How can I do that? And 
that's when she's going to reach out to Business Australia and people like David to be able to 
assist them. 

Linden Regina: 

And also, if she gets to that crossroad, and the professionals like Natalie and the 
professionals like David, turn around and say, you know what, these are your choices, 
Monica may need to have to close her business. But at least she's taken that bold step to 
find out what she should do. She hasn't buried her head in the sand, she's actually reached 
out and asked for help. 

Linden Regina: 

So there's plenty of people out there like Monica. And if you're in one of those boats, reach 
out to the professionals, they have so many tips on hand to be able to assist you. Head on 
down, Chels. 

Linden Regina: 

Okay, so biggest thing I'm going to say to you, if you go and seek professional advice, head 
to the TPB website, because then you can check if your professional is actually registered as 
a professional. Because there's nothing worse than declaring all your details about your 
business and you find out your professional is not a registered agent. 

Linden Regina: 

There's also a lot of other advice on board that you can seek. I'll get you to bring up the next 
slide, Chelsea. We'll quickly go through these. 
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Linden Regina: 

National debt hotline, hot little space to visit. Again, go to national debt helpline if the 
payment plan estimator hasn't assisted you ato.gov.au. You may have hosted a conversation 
with us, maybe haven't hosted that conversation yet. But plenty of professionals at the 
national debt helpline to be able to assist you. 

Linden Regina: 

Obviously, ato.gov.au, we have a buffet of free educational products out there ready and 
waiting for you. So head to ato.gov.au, place small business webinars into the search 
function, you'll be pleasantly surprised. We have heaps to be able to assist you with. 

Linden Regina: 

Next... All right, so, look, one thing I am going to mention, and it's very much worth 
mentioning, because of the business viability, in relation to your physical and mental state. I 
want to mention this only because there's a lot of people that are struggling at the moment... 
Beyond Blue, because it's a great space to go. 

Linden Regina: 

Don't forget the ATO is everywhere. If you want to be at the forefront of your taxation and 
superannuation obligations, head to Facebook, Twitter, LinkedIn, heaps of how-tos on 
YouTube. I'll finish it there and get you back to Nat. 

Natalie Brookes: 

Thank you so much, Linden. And David, this might just be a good time for you to come back 
on screen as well. So thank you so much to both of you today for everything that you've 
covered. If you want to connect with David Shire, his details are online now. 

Natalie Brookes: 

So, look, we are coming up to time. So I am going to power on. Chelsea, if you could just flip 
to the next slide. So this is how you can connect with myself and with the Entrepreneurship 
Facilitator service and with Business Australia as well. 

Natalie Brookes: 

So Business Australia is, and their website, is a fantastic resource for any business owner to 
access current information, business templates, relevant articles, et cetera. Just to reiterate, 
membership is free. You can register online by going to www.businessaustralia.com. 

Natalie Brookes: 

And so if you are wanting that additional support from an Entrepreneurship Facilitator, the 
support that we provide to businesses is free. And you can connect with me, my contact 
details are on the screen now. You can also go to www.efsbusinessaustralia.com.au. I will 
certainly be in contact with you. 

Natalie Brookes: 
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Look, guys, thank you so much. I hope that everyone... thank you everyone who has joined 
us today as well. Like I said before, this is the last webinar that we're doing for the year, but 
hopefully we'll come back to you in 2021. 

Natalie Brookes: 

David, Linden, did you want to give a wave and see everyone off? 

Linden Regina: 

I want to say Merry Christmas, because I just put up my Christmas tree. Bye-bye, 2020. You 
can get out. I want 20... 

Natalie Brookes: 

Excellent. I'll just close off by saying and recapping that this is a recorded webinar, so you 
can access it on demand at businessaustralia.com. So, look, thank you. Any last words from 
you, David, did you want to sign off? 

David Shire: 

Yes, thanks very much for having me on today, and my connection just seemed to drop out. 
I'm back on again. But just thanks very much for having me on today. And it's been a real 
pleasure and honor and have a great rest of the year. 

Natalie Brookes: 

Excellent. And luckily it just cut out at the end of the webinar. So that's all good. Thank you 
everyone for joining us and see you again soon. Thank you. 

 

 


