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PROFILE

Corporate clients
are a real gift

A direct marketing firm
thought the market was
ready for consumer gift
cards, but it had to change
tack to make it work.
Damien Lynch reports.

he iGoDirect Group

believed it was onto a

winner when it launched

its gift card subsidiary,

Come True Cards, in July
2006. The concept of stored-value
cards was already successful in
the United States and Europe, and
iGoDirect thought it would be just
as popular here.

The stored-value card is used hy
merchants to give spending credit
to customers. It is similar to a
debit card. But debit cards are
typically associated with banks
and are linked to individual bank
accounts, while stored value cards
are usually anonymous pre-paid
sards

iGoDirect's stored-value cards
can be used anywhere that Eftpos
is accepted.

After discovering that 53 per
cent of gift cards were unclai
after Christmas, iGoDi
rd consumers would jump at
pportunity to buy a funky
pos gift card online, and have it
sent to loved ones with a
customised message.

As an added incentive, iGoDirect
arranged for a contribution to be
made to Australian children’s
charity OzChild for every card
purchased.

The cards, which could have a
value of between $25 and $250,
cost $9.95 each. Of this, $1.10
went to Oz Child.

But response Lo the product,
which was launthed in the lead-up
to Christmas 2006, was poor.

Only 40 consumer gift cards
were purchased online over the
Christmas period and director
Andy Burnip admits the comp
ended up making a “huge loss
after investing between $50,000
and $100,000 on technology for
that particular part of its b 158

iGoDirect needed to sell
thousands of cards to make a
healthy profit because it couldn’t

charge more for the cards, and the
company didn't receive a
commission when the cards were
used in a retail store.

Burnip says the stored-value
card concept was too new 1o
Australian consumers and
iGoDirect didn't have the money to
get the message out.

“As a small to medium-sized
business we were wondering how
we were we going o educate
consumers,” he says.

“There were probably 10 million
consumers out there that we
wanted to tell about this new type
of product. We just didn't have the
resources to do it.

"We thought they [consumers]
would pick it up pretty quickly and
thought word of mouth would help.
But it didn't work out like that.”

Burnip and co-director Pat Dalton
went into the project thinking there
might be an opportunity to sell
5 million cards a year.

"“There was such an
opportunity. But we probably
would have had to spend
$10 million to get there,” he says.

They decided to leave it to the
nation’s banks to spend money
educating consumers on how the
cards could work — through the
concept of the Visa gift card -
while they went back to the
drawing board and shifted their
market focus from consumers to
corporations.

Earlier this year iGoDirect
developed a corporate marketi
brochure for the gift card and
mailed it to marketing and sales
managers. The company planned
to follow up with the launch of a
telemarketing campaign, but the
response to the brochure was so
strong that it ditched that idea.

According to Burnip, corporate
clients jumped at the idea of using
the gift cards to reward staff for
hitting performance indicators and
to reward consumers for their
loyalty.

The result is that iGoDirect has
doubled the number of corporate
clients to about 50 in 12 months,
The clients are a mix of small and
medium-sized enterprises and
large corporations

Burnip says: "“This makes us
chuckle a little bit. We are now
working with one of the top four

banks. We are actually providing
them with what is effectively a
financial product, rewarding
people who take out vehicle
insurance with $200 cash back in
the form of a reward card.”

Corporate customers can have
customised cards made up.

Because the cards business
complements its other service
offerings, iGoDirect has also been
able to increase the cross-selling
of services.

“For us, it [the gift card idea)
has been a great success, but not
for the reasons that we thought it
would be.”

Other ices on offer from
iGoDirect include the iGoSmart
marketing tool and iGoLAMS, a
local area marketing module
designed (o help clients tailor their

iGoDirect's Andy Bumip, left,
and Pat Dalton, had to shift
their focus in order to succeed.
Photo Tamara Voninski

ethnicity and other factors that
make areas unique.

Many of the consumers who
have received the gifl cards from
corporations have gone on to
purchase more and the company
has now sold thousands. Burnip
says the consumer gift card part
of the business is now profitable
on a monthly basis while the cards
subsidiary accounts for about 20
per cent of the $3 million in
annual total turnover.

“We are educating consumers
through the corporates. And this
time we are actually earning
revenue while we do it, rather than

product offerings, ications

and spending to particular areas.
It takes into account income levels,

pending money on marketing and
waiting for people to understand
what it's all about,” Burnip says.
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BUSINESS ENTERPRISE
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Toclaim GST or
not —the act
Is the answer

I'm buying a business. The price

: and terms have been agreed, but
. there's some uncertainty about

i the GST. I've assumed the

: purchase is “a going concern” for

GST purposes, hence GST [ree.

. The contract is a standard one
: and indicates that the purchase
¢ price includes GST. I've been told

there is an opportunity to claim
the GST and reduce the purchase
price by 1/11th, which equates to
$50,000. I don't want to miss out
on the tax saving but is there a
risk in just making the claim?

Everyone wants (o minimise our
tax exposure, but this is an area
you need to be very careful with.
If the purchase of the business is
a going concern for GST purposes,
then the transaction is GST fr
it is not a going concern the sale
will be a taxable supply and, as

¢ the purchaser, you will be entitled

to claim the input tax cred
Whether or not a s
going concern for C
a matter of fact. Subdivision
the GST Act provides the rules.
You need to test the facts of your
purchase against these. Where
there is any doubt about the
position make sure you get some

The worst thing ) u can do is to

¢ simply make the claim for input

¢ tax credits in your next business

¢ activity statement (BAS) and

¢ assume that the Tax Office will

¢ either pay your claim or sort it out
: for you if you are not entitled to

the input tax credits. It's not that
simple. Your BAS is a self-
assessment document - the ATO

: relies on you being right. If you

are not, you are liable to penalties.
In the past year a number of
taxpayers unsure of their position
went ahead and made their claim.
They were penalised. It is not
uncommon for these penalties to be
assessed at 50 per cent of the GST
involved. So instead of receiving
$50,000, you could find yoursell

¢ liable for $25,000. This is not a

risk you want o take - you need to
be sure that you are right. Also,
have a tax invoice for your claim.
The contract by itself is not enough.

Hayes Knight Accountants

& Business Advisors.

Readers should always seek their
own professional advice. Questi
to diynch@afr.com.au or call
(02) 9282 1900.

Retiring Business
Owners Can Sell
for Full Price

v Avoid the tyre kickers & trade games
+ Without your Competitors knowledge
+ With min. management equity req'd
+ Retain customers & keep staff happy
v Reward loyal management

v Project managed in under 8 weeks

v Low risk alternative to the trade sale

By selling your b
Team through our Pre-P:

to your M:

Buy Out service

For a Confidential Discussion on this exciting
alternative to a Trade Sale call Justin P. Brown

at Ennovate Corporate Finance on
07 3505 7010 or email justin@ennovate.com.au
www.ennovate.com.au

a major contract.

prospect of legacy

/"Eﬂ-ar?éﬁr

chartaring the teritory since 1974

Investment Opportunity

Aviation

33 year established, profitable - 30 aircraft fleet
operator with the required infrastructure is seeking
a joint venture partner or investor to participate in
Securing this contract may
involve the investment of up to $5M with the
ings and a dominant market
position. It is envisaged that an equity position be
taken, with the prospect of this position being
expanded over time.

Contact via Email in the first Instance:

John Gamble john.gamble@horwath.com.au

Franchisess

the busines

Call Corey

1 ?
Looking for more-
Explors your true patential with a leading home buiding company in Austraka
and New Zealand which is axpanding into the Home Renovation and Extension
market via Franchising

We require Master Franchines’s wha will ba responsible for a group of
Franchesees in ther given ores. The Master Franchisees role is to sell and
set up initial Franchisees. then to support those Franchisees whils continuing
to sedl and establish more Franchisaes,

Master Franchisees are in turn supported by Corporate officé = o dynamic
husiness team who's succe:

We require candidates who can demionstrate and snply the following skils -
* Leadership = Sales < Markating.
W are looking forMester Franchesees in the follawing sreas
* Queenstand * Now South Wales + Victoria « South Australia
* Westorn Australia + Tasmania, and + New Zealand.
(Once these sreSSare sold, the opgorturty wil not retum
I you woukd B an excting constf Winkiig with an expenienced team
committed to your success, Bnd youn rewards set by youe mvohement in
intact us todig
1300 787 577 or &

SmithseSons

only driven from the success of Master

caray@amith-sons.com




