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Making the Most of HST While It’s Here

Published on Small Business BC

As of March 31st, 2013, small business
owners across the province will face a big
change as the HST system will be reverted
back to PST/GST. What this means for
small business’ operating in British
Columbia, and business’ that have clients in
British Columbia, is that until March 31,
2013, you will need to continue to charge
your clients in accordance with the current

HST rules.
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A Tax Planning Opportunity

The loss of the HST system will be felt by
many businesses across BC; however, there
is also a tax planning opportunity that should
not be missed.

If you are planning a capital purchase for
your business, make sure it is bought before
March 31st, 2013. Capital expenditures
include any item that costs more than $500
and will last you for more than a year.
Examples of capital expenditures include
equipment, hardware, software, tools, and
office furniture to name just a few.

The reason it's beneficial to make these
purchases under the HST system is that you

will only pay the net cost of the item and will
be reimbursed for all taxes due. However,
this is only the case if your business is
registered for HST. By waiting until after
April 1st, 2013 to make your purchase, the
cost of the item will increase by 7%.

For Example...

Let’s use the example of a purchase of
equipment that costs you $10,000. If that
equipment is bought today, then your cost is
$11,200—$10,000 plus $1,200 of HST—but
your business will be able to deduct the
$1,300 HST from the amount you owe the

| CRA, from HST collected through your sales

for the year. If the amount of HST your
business has collected is less than $1,200,
then your business will get a full refund of

-| $1,200.

Under the PST/GST system, your cost will
still be $11,200—$10,00 plus $700 of PST
and $500 of GST—but now you will only be
able to deduct the $500 in GST.

A New Type GST/PST System

Being in business is never easy, so make
sure you familiarize yourself with the rules
applicable to your business under the
current HST system and keep up to date on
news about the future GST/PST system, as
rumor has it, it will not be exactly the same
as before.

For More Information

For more information on allowable
deductions and your small business tax
requirements, check out Gabrielle’s Tax Tips
from an Accountant run monthly in the Small
Business BC education centre.

Values, Standards &
Performances

Core Values

Honesty —We will be genuine,
fair, truthful and sincere in our
dealings.

Respect—We will show
consideration and deference for
the contribution of others.

Trust—We will behave
responsibly and honorably, we
will allow ourselves to be open,
approachable and create an
atmosphere that encourages
candor.

Openness—We will share
information in a timely fashion
respecting the need for
prudence and confidentiality.

Results —We will create
positive community outcomes
through innovation,
entrepreneurial leadership,
excellent client care and strong
partnerships.
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The Importance of Goal Setting
Goal setting is an important exercise
for small business owners; without
goals, we would just drift along. Goal
setting allows us to be proactive,
instead of just being reactive. We've
all had days where we just seem to
leap from one crisis to another, but
we know that it’s not a preferred
mode of operation!

However, goal setting isn’t enough.
Goal setting is just the first step to
achievement. Imagine, for instance,
that your goal is to lose weight.
Knowing that goals need to be
specific if you’re going to have any
chance of success, you decide that
you would like to lose 15 Ibs by a
date set four months from now. Time
passes. Four months later, you get
on the scale. Are you surprised to
discover that you haven’t lost any

towards the goal, whether or not you
achieve the goal you have set is just
a matter of blind chance. And blind
chance is no way to run a successful
business! To be successful, you
need to make things happen, not just
let things happen.

The Winning Goal Setting Formula
So when you’re setting business
goals (or any other goals), use a goal
setting formula that incorporates a
strategy or strategies for
accomplishing the goal. For
example, suppose that you want to
increase sales. When you’re setting
this goal, don’t just write, “I will
increase sales.” This goal is too
general. First, specify the goal. “I
will increase sales this month by 25
percent”. Setting a specific goal
builds in the criteria you will use to
evaluate your success; in this case,

at the end of the month, you’ll either
have increased sales by 25 percent

compared to the previous month, or
you won’t.

Then, specify the strategy that you
will use to work towards
accomplishing the goal. “I will
increase sales this month by 25
percent by offering a 10 percent off
sale on all inventory and advertising
this in local media.” Every Goal you
set needs to follow this basic goal
setting formula: “I will (specific goal)
by (specific actions | will follow to
accomplish the goal).” As in the
example above, you may have
several specific actions you will take
to achieve your goal, rather than just
one.

Goal + Action = Success
What happens when you go beyond
the basic stop of goal

weight?

Goals Need Action
You shouldn’t be.
While you started out
well, by setting a
specific goal to
achieve, you didn’t
perform any action to
help you achieve the
goal. What’s missing
from this scenario is a
goal setting strategy
to help you
accomplish the goal
you have set. Without
a goal setting
strategy, or series of
actions, that you are
going to use to work

setting? Evaluating
your success or failure
is easy, because your
goal is specific rather
than general.
Suddenly, instead of
just having a goal that
you may or may not
achieve, depending on
chance, you have a
specific battle plan to
follow to achieve the
goal you've set.
Instead of setting
yourself up for failure,
you'’ve set yourself up
for success!




Starting a business and entering a new market often means
facing a wide variety of new barriers and challenges. Some of
these barriers you may have already considered, and some
might come up along the path to establishing your business.
These challenges are often perceived by business owners as
hindrances on their way to success, but investors and bankers
might see it another way; for them the barriers that you face
can actually increase the appeal of your business.

Definition of Barriers to Entry

Barriers to entry are conditions which make entry into certain
industries and business’ difficult. These can include things like
high funding requirements, the need for never before used
technology, tightly controlled markets, strict licensing, the
need for highly skilled employees or specially designed
facilities.

The most attractive types of businesses for investors and bank
financing have high entry barriers. High entry barriers make it
difficult for new businesses to enter the market; therefore,
potential for profits is higher with fewer businesses offering
products and services that are in demand.

Businesses with low barriers to entry can easily get saturated,
making it difficult to compete in a crowded marketplace and
therefore, harder for financiers to receive a return in their
investment.

The Types of Barriers

There are many types of barriers to entry which exist,
dependant on the type of industry and market that you are
intending to enter. Below we have outlined the three most
common barriers:

1. Economies of Scale

The cost of a product is often reduced when manufacturing in
large quantities; however, in order to save money and increase
profits in the long term, it requires the business owner to find a
larger amount of money to pay for the goods in the short term.
This becomes a problem for small start-up businesses that
have committed their initial investment into creating the
business itself and cannot afford to commit to this large
amount.

2. Access to Distribution

Small businesses often begin with shaky business networks
and low bargaining power. Because of this, it is easy to lose
out on business opportunities to the big corporations who
control the logical distribution channels through their long-
standing relationships. In order to gain access to these
channels and networks, businesss often need to offer
incentives and promotions to make themselves appear
attractive. However, we must note this does reduce the level
of profit for the business.

3. Government Regulation
Many industries are tightly bound by regulations relating to
licenses, permits and policies such as health and safety. This

often creates difficulty in terms of cost for purchasing licenses
and permits and adapting services or facilities to adhere to
these regulations.

Knowing Your Industry

The number and types of barriers can vary wildly depending on
the industry, target market and economy. It is essential that
you complete your own research to examine the relevant
barriers to your industry or multiple industries in which your
business will operate. Research can either be secondary
including using the Canada Business Corporations Act (CBCA)

facilities.



