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Small Business Process
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Location
Choose a Business Name
Choose your Products & Service
Strategies
Finance
Financial Planning
Business Plan
Operating Plan
Action Plan
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Marketing
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Sub EditCut()

End Sub
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Small Business

Definition of a Small Business

Small businesses are businesses in the private sector which employ less than 20 people.
Nearly half do not employ other people. They are in all industries, but agricultural businesses
are not normally included in small business statistics. Small businesses are generally
considered to have the following characteristics:

they are closely controlled by owners/managers;

decision-making is principally done by the owners/managers;

the owners/managers contribute most if not all of the operating capital
independently owned

= =4 =4 =4

(Source: ABS: Small Business in Australia 2001 [Catalogue no. 1321.0])
Small Business Categories
The Australian Bureau of Statistics (ABS) uses the following classifications:

Small businesses. These are businesses which have less than 20 employees. They include:

- non-employing businesses, in which one person or two or more partners work, but there are
no employees people who work in these businesses are referred to as "own account
workers"

- micro businesses, which employ less than five people, including non-employing businesses

Medium businesses. These are businesses which have between 20 and 199 employees.

Small Business Incorporation & Management. Version. 1.0 25/12/09 Page3



Small Business Incorporation & Management ESBS

Small and medium enterprises (SMESs). These are all businesses which have less than 200
employees.

Size of the NSW Small Business Sector

The most recent data available from the Australian Bureau of Statistics providing reliable
information on the number and size of businesses in Australia is ABS Catalogue No. 1321.0 for
the period 2000-2001.

In 2000-01, there were 372,500 small businesses in NSW. This was 33.2% of all the small
businesses in Australia and was more than in any other State.

Small businesses made up 97% of all the businesses in NSW. 183,500 NSW small
businesses, or 49.3%, were non-employing, and 84.6% of small firms were micro
businesses.

In 2000-01, 1,083,400 people worked in NSW small businesses. This was 33.2% of all the
people working in small businesses in Australia and again was more than in any other
State.

47.9% of people who work in NSW businesses are in small businesses. 219,600, or 20.3%, of
people who worked in NSW small businesses were own account workers (which includes
people in non-employing partnerships), 91,000, or 8.4%, were employers and 772,900, or
71.3%, were employees.

NSW Small Business by Location

66% of NSW small businesses are in Sydney and the Central Coast (Gosford-Wyong) region,
and the remaining 34% are in the other regions of NSW.
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Of those in Sydney, 27% are close to the centre of the city (in the Inner Sydney, Inner Western
Sydney, Eastern Suburbs and Lower Northern Sydney area) and 30% are in the rest of
Western Sydney.

Small businesses in regional NSW are spread widely throughout the State. In 2000, there were
over 120,000 of these businesses, an increase of around 34,000 in the five years from 1995,
and they provide direct employment for approximately 300,000 people.

20% are in the Hunter-Newcastle region, 20% in the Richmond-Tweed and Mid North Coast
area, 19% in the lllawarra-Wollongong region and 18% in the Northern, Far West, North
Western and Central West of the State.

NSW Small Business by Industry

Small businesses are prevalent in all industries in NSW. The table below shows the number of
small businesses in various industry sectors in 2000-01.

Industry Sector Number of Businesses
Construction 80,500
Property and business services 74,400
Retail trade 51,600
Manufacturing 29,000
Health and community services 28,100
Personal and other services 23,100
Transport and storage 21,800
Wholesale trade 17,700
Cultural and recreational services 12,200
Accommodation, cafes and restaurants 11,800
Communication services 7,700
Education 7,700
Finance and insurance 6,300
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Other 600

In 2000-01, the sectors which had the highest employment in small business were property
and business services (213,600 people, or 19.7%, of all small business employment), retail
trade (185,900, or 17.2%) and construction (179,100, or 16.5%).

In the construction sector 84.3% of all employment was in small businesses. In personal and
other services it was 68.3% and in property and business services 54.3%.

Characteristics of NSW Small Business Operators

In June 2004 there were 411,100 male and 168,000 female small business operators (i.e. sole
owners, partners or working directors of small businesses) in NSW.

This meant that 71% of operators were men and 29% women. 9.9% of NSW small business
operators in June 2004 were aged under 30, 59.9% were between 30 and 50 and 30.2% were
older than 50.

In June 2001, small business operators in NSW had the following educational qualifications:

A 22. 1% had achieved an Advanced Diploma or above;
A 38.6% had -gchooliCertificate; p ost
A 39. 3% h-lewl qualfitatioosionly.

31% of NSW small business operators in June 2004 were born overseas. Over the previous
12 months the number of overseas-born operators decreased by 2.3%.

In June 2004, 30.1% of small business operators worked less than 35 hours per week in the
business. The remaining 69.9% of operators running their business on a full-time basis
represents 45% of operators working 35 to 50 hours per week, 20.6% working between 51 and
75 hours per week and 4.3% working over 75 hours per week.
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Small Business Growth in NSW

The number of small businesses in NSW grew by 65,500, or 21.3%, between 1994-95 and
2000-01. This was 3% more than in the rest of Australia.

Moreover, 99.4% of the growth in the number of businesses of all sizes in NSW was in small
business. During the same period, the number of people working in small businesses in NSW
grew by 149,600, or 16.0%.

Small businesses provided 70.4% of the increase in employment in all NSW businesses
between 1994-95 and 2000-01, whereas for the whole of Australia the figure was only 45.3%.

The growth in the number of small businesses in NSW in the period from 1994-95 to 2000-01
was greatest in the following industry sectors: construction (which had a 41% increase in the
number of small businesses); health and community services (33.8%); transport and storage
(31.3%); education (28.3%); and property and business services (28.1%).

Communication services was a new category in 2000-01 with 7,700 small firms. The increase
in employment by NSW small businesses in the same period was highest in construction
(which saw a 41.4% growth in employment), property and business services (29.3%), health
and community services (26.4%), transport and storage (25.8%), and personal and other
services (22.1%).

In 2000-01, there were 10,900 people working in the new category of communication services.

(Source: ABS: Small Business in Australia 2001 [Catalogue No. 1321.0])
Significant Developments in Small Business in NSW

Home-based Business

ESBS
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Home-based businesses are a strongly growing group within the small business sector. The
ABS' definition of a home-based business encompasses all those businesses where the
operator's home is also the business address.

Business owners working in their business from a home office, such as graphic designers, as
well as those who deliver their service at the customer's premises, such as builders, are
captured by this definition.

In June 2004, there were 282,400 businesses in the State which operated from or at a home
address, representing a significant increase of 8.8% from the previous year. This involved a
total of 343,800 operators.

Just over 26% of the State's home-based businesses are run by women and 57.8% of women
business operators work less than 20 hours per week in their business. This result reflects a
trend towards self-employment as an option for financial independence in dual-income
households, or in situations where a family is being cared for by the home-based parent.

Small Business

The widespread use by small firms of computers and the Internet continues. In June 2004,
70.7% of NSW small businesses used a computer and 61.6% had access to the Internet.
Computer use is more prevalent amongst employing business. 83% of businesses with
employees made use of computers, in contrast to 60.3% of non-employing businesses.

In June 2004, the most common uses of the Internet by NSW small businesses were for
communication by email (54% of businesses connected to the Internet) and for research (51.1%).

Although only a minority of small businesses in NSW use the Internet for e-commerce, an
increasing proportion are doing so. For example, in June 2004 32.7% of small firms were
making or receiving payments on the Internet, compared to 17.9% in June 2001 or just 9.8% in
November 1999.
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Exporting

In the year 2002-03, NSW exported merchandise to the value of $20.2 billion. This was 17% of
Australia's total merchandise exports (including re-exports) for the year.

In 2002-03, NSW exported services worth $14.5 billion, which was 44.5% of Australia's total
services exports in that year. In the five years to 2002-03, Australian goods exports have
grown in dollar terms by 3.1% and services exports by 6.4%.

Moreover, in recent times, Australian exports, including those from NSW, have become highly
diversified according to both country of destination and industry sector. For example, in 2002-03, 41.8% of exports from NSW were services, 17% were m:
8% were other goods.

While export revenue is dominated by large businesses, most exporters, around 80%, are
small firms and they are expected to be the main source of future growth in exporter numbers.
A Federal Government report released in April 2002 by the Australian Trade Commission has
found that: "micro and small businesses are now starting to enter the world market more
aggressively ... (and) are growing faster in numbers and their overall revenue contribution is
increasing."”

The Austrade report forecasts that, in the future, new exporters will be small in size, knowledge-
based, have been in business only a few years and will be located in both small towns and
capital cities.

Small Business Closures
Despite what is commonly thought, relatively few small businesses fail. Over the two-year

period 1994-95 and 1995-96, an average of 23,200 small businesses, or 6.1%, ceased
operating in Australia.
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Less than 10% of these closures was due to bankruptcy proceedings (in the case of
unincorporated businesses) or companies being liquidated. The other businesses closed down
for reasons such as the owner retiring, seeking a different lifestyle or dying.

Moreover, as some small businesses cease, others start up. The failure rate of Australian
businesses fell significantly during the 1990s. It is estimated that in 1999-2000, there were 3.6
failures per 1,000 enterprises, which was one-third of the rate in 1991-92. This decline was
primarily the result of fewer company liquidations.

Why Do Many Small Businesses Fail?

Contributing factors could be!!!!

Overexpansion. Wanting to be the first to market with a new product, taking on added
overhead, and the need to demonstrate revenue growth to anxious investors can all induce
businesses to overextend themselves financially. Rather than head down this path, start with
realistic goals and allow yourself to grow as needs dictate. Let your revenue dictate your hiring
practices.

Poor capital structure. Look at the businesses that fail and you'll find that many of them took
on too much debt. Learn to pay strict attention to your finances and keep careful records of all
money coming in and going out. Budget for the future.

Overspending. Many businesses spend their capital before cash has begun to flow in at a
positive rate. This often happens because of misconception about how business operates. If
you're just starting out in business, seek advice from perhaps an accountant or even nominate
a mentor.

Lack of reserve funds. Failing to prepare for volatile markets and uncontrollable costs like
energy-rate increases, materials, labour, natural disasters, and the like is another reason
many businesses fail. Make sure you protect your investment and keep enough reserve cash
to carry you through market downtrends and seasonal slowness.
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Bad business location. Don't let a cheap lease tempt you into opening your doors in the wrong
location if your intuition is telling you it's not right. Key factors to consider include competition
(how many other similar businesses are located nearby?) and accessibility (is the area well
served by freeways, public transportation, and foot traffic?).

Poor execution and internal controls. Poor customer service, accounting controls, and overall
employee incompetence can all combine to have detrimental affects on a business. Make

sure you and your employees place a premium on customer service to generate repeat
business, establish protocols for how tasks should be accomplished, and remain continually in
the know on all things accounting.

An inadequate business plan. Your business plan is your blueprint for success. A well-thought-
out business plan forces you to think about the future and the challenges you'll face. It also
forces you to consider your financial needs, your marketing and management plans, your
competition, and your overall strategy for coming out on .

Failure to change with the times. The only constant in business is change. The ability to
recognize opportunities and be flexible enough to adapt to changing times is a key ingredient
to surviving and even prospering in the toughest business climate. Be diligent and to generate
new interests and areas of expertise.

Ineffective marketing and self-promotion. Customers can't walk through your front door if they
don't know you're there. Learn how to cost-effectively advertise and promote your business.

Underestimating the competition. Consumer loyalty doesn't just happen; you have to earn it. If
you don't take care of your customers, your competition will. Watch your competition as
closely as you do your own employees.

Questions & Scenarios

So you want to start a small business????2!1111111I
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http://www.ausindustry.gov.au/SmallBusiness/Pages/home.aspx
Anyone can start a business, but running one successfully i and keeping it running i takes something special.
It does not happen without planning and hard work.
There are many reasons why you might want to start a small business
1 you may want to share ideas, products or resources
1 you may want to be your own boss, or

1 you may want to supplement your regular income.

Beware

Starting and running a business is hard work. Owners need to be flexible and enthusiastic and they need to

have good judgement.

Be prepared
For your business to succeed, it is important to fully understand what it takes to start, run and grow a business.
The more preparation you do before start up, the better your chance of avoiding financial and personal

heartache.

Here are the things to consider:
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1 Why do you really want to go into business?
1 What are your goals for the business?
T What skills are needed start, run and grow the business?
1 How much income will the business need to generate to survive?
1 How much time, effort and resources are you prepared to invest in the business?
Be realistic
T Donét underestimate how much time and emotional energy it t

excited about your business as you.
1 Consider the finance and resources needed to back your ideas.

Is business right for you?
Welcome to the "Is business right for you?" test.
This test will help you evaluate your suitability to run your own business. At the end, a detailed report will

automatically generate feedback based on the responses you provide.

The more honest you are in your answers, the more useful and relevant the feedback will be.
Use the feedback report to:
1 judge if you are suitable for business

9 identify strengths and weaknesses.
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1 Why are you thinking of going into business?

2 Have you discussed starting a business with your family?

3 How would you describe your industry experience?

4 What business management skills and experiences do you have?
5 What does your past training include?

6 Why have you chosen this business and this industry?

7 Have you prepared a business plan?

8 What do you see as the biggest obstacles in your business?

9 Can you accurately describe your targeted customers in terms of age, demographics,
behaviours, etc?

10 How are you going to promote your product or service?

11 Why will customers buy from you rather than the competition?

12 How would you describe the competition?

13 How do you expect the competition to react once you start business?
14 Do you have the right licences and permits to operate your business?
15 Who have you contacted to prepare for your business?

16 Have you estimated your monthly expenses?

17 Have you estimated your start up costs?
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18 Where are you going to get your finance?

19 Have you ever borrowed money before?

20 What have you done to prepare for business?

1 Why are you thinking of going into business?

There are many reasons that people decide to go into business. Unfortunately, many
businesses are not successful and this can often be put down to people going into

business for the wrong reasons.

| need a job.

| don't like my current job.

To be my own boss.

I've always dreamt of working for myself.
Lifestyle.

| want to be rich.

Family reasons.

Not sure.

= =4 -4 48 & —a 8 2
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2 Have you discussed starting a business with your family?

Many small business owners rely heavily on family support because of the time, money and
commitment demands. Working long hours with few, if any, holidays can strain the family relationships.
Whilst not essential, family support may help you during difficult times and when you are heavily involved
with the business.

| have not discussed going into business with my family.
My family has no interest in the business.

My family could be described as lukewarm on the idea.
My family is very supportive.

Do you have enough skills to run your business?

= =4 —a —a A

3 How would you describe your industry experience?

Relevant industry experience provides you with an understanding of the requirements of the particular
nuances of industry suppliers, customers, competition, key challenges and potential pitfalls. Some say it

is easier to get experience whilst working for someone else compared to \"paying for your own mistakes\"
when you work for yourself. Talk to as many people as possible in the industry to realistically and objectively

assess the viability of your proposed business.

1 I have never worked in the industry.
1 I have recently started in the industry.
1 1 have worked in a similar industry.
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1 1 have worked in a similar industry.
1 I have been working in the industry and consider myself as an expert in this field.
T It 6mew®né, butl am keen to give itago

4 What business management skills and experiences do you have?

Business management skills and experiences provide a good background for operating a small business. If you lack skills in any areas of
struggle to maintain the business at a high standard. It may be necessary for you to develop your business skills prior to starting your own
could either develop or gain access to the skills you may lack through further training, contracting or forming a partnership with someone v
require.

People

Finance
Marketing
Administration
Customer service
Production
Planning
Research

Selling

None of the above

=4 =4 -4 48 & 8 A _a -9 -2

Small Business Incorporation & Management. Version. 1.0 25/12/09 Pagel?



Small Business Incorporation & Management ESBS

5 What does your past training include?

Training provides many benefits to small business owners. It can provide you with the
confidence, knowledge and ability to effectively plan and manage day-to-day business

1 1 have no formal training.
1 I have done a few short courses.
1 I have undergone extensive managerial training

Do you have a sound business proposition?

6 Why have you chosen this business and this industry

Starting your own business involves a significant investment of time and
resources. Therefore, it is important to make sure that the business you

choose is a viable and profitable option in an appropriate industry.

1 Ihave a great idea that will make me rich
1 I have identified an opportunity in the market.
9 I can afford to start up the business.
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9 Itlooks easy to operate.

Unsure.

7 Have you prepared a business plan?

Preparing a business plan allows you to develop your understanding of
your business by working through a number of important issues including
marketing, finances, management and legal requirements.

Yes, but it's incomplete.

No, but considering doing one.

No

= == =4 =2

What is a business plan?

8 What do you see as the biggest obstacles in your business?

As a business owner, you will encounter any number of obstacles that
you will need to work through and solve in order to be successful. The
better your understanding of the potential problems, the more equipped

you will be to be able to deal with them as they arise
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1 Setting up the business

|

Developing a business plan.

Lack of management skills.
Finding customers

Selling.

Finding suppliers.
Operational issues.
Finance.

Time.

Personal issues.
Employees.

None.

= == = == - -4 -a A - -5 -2

Cannot think of any at this stage.

9 Can you accurately describe your targeted customers in terms of age, demographics,
behaviours, etc?

A business needs to have some understanding of its customer base. A
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thorough understanding of the type and behaviour of the customers you
plan to target will give you an advantage when it comes to utilising your

marketing strategies.

E ]

Yes, in great detail.

T Somewhat

f No.
1 Everyone is my customer

1 Idon't know how to identify my customers.

10 How are you going to promote your product or service?
Promotion involves making people aware of your product or service and
then in some way encouraging them to buy it. There are many ways to
promote your products using methods such as advertising, giveaways,
packaging, event sponsorship, discounts and coupons, or on a website.
1 Unsure of what to do.
9 Still considering the options.

1 I have defined a strategy to target potential customers.
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1 I don't know anything about promotion.

11 Why will customers buy from you rather than the competition?

For your business to become profitable, you will need to convince
customers that you have something to offer that is better than what they
can get elsewhere. There needs to be a sufficient reason for them to
purchase from your business rather than your competition.

Price.

Service.

Quality.

Reputation.

Improved product.

= == =4 -4 -a -

Uniqueness.

How would you describe the competition?
Understanding your competition will be important if you are to effectively
compete with them in the market. You should be able to describe their

strengths and weaknesses and develop strategies to compete and
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capitalise on these points

Very competitive market with many suppliers and pressure on price.
Competitive market, a few competitors but still some opportunities
available

1 Few, if any direct competitors.

1 None, my product/service is unique.

]

I have not assessed the competition.

They will do nothing.
Observe, monitor and see.
Advertise more aggressively.
Improve their service.

Start a price war.

Unsure.

= == =4 -4 A -

14 Do you have the right licences and permits to operate your business?
To operate a business, you are required by law to have a number of

licences and permits. Your requirements will depend on what type of
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business you plan to operate, its size and location and the industry you

belong to.
1 Yes.
f No.

1 Unsure of the requirements.

15 Who have you contacted to prepare for your business?

There are many factors that need to be considered before opening your
own business. Nobody can consider themselves an expert on all of them,
so you should think about seeking some external and independent advice
during the planning stages. Some extra time and resources spent

seeking advice could save you a lot of trouble later on.

Accountant
Solicitor

Financial Institution

Insurance Company

= == =2 -4

Department of State and Regional Development
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Business Enterprise Centre

Australian Securities and Investments Commission
Australian Tax Office

Office of Fair Trading

Australian Chamber of Commerce and Industry
Business Association

Industry Association

Intellectual Property Australia

None

16 Have you estimated your monthly expenses?

You should be aware of all of the possible expenses your business may

encounter during each month of operation. Before you can begin

business operations, you will need to ensure that you are able to meet

these expenses, whilst still making a profit in the long term.

ESBS

1 Yes, | have developed a cash flow budget.
T Yes.
1 Yes, but not completely.
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 No.

17 Have you estimated your start up costs?
Start up costs can become substantial very quickly and are often more
than business owners anticipate. Having a thorough and realistic
estimation of your start up costs and following a budget will help you to
avoid this situation.

1 VYes, | have a budget.

T VYes, in progress.
 No

18 Where are you going to get your finance?

Depending on your business proposition, you may need a very little or a
very substantial amount of finance to get yourself into a profit earning
position. Therefore, you need to consider how much finance you need,

within what time frame and where you will access it from.

1 Own money.
1 Credit cards.

1 Personal loan or house mortgage.
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Friends and family.
Work part or full time.

| haven't thought about it yet.

= = =4 =2

Don't know/can't get finance.

19 Have you ever borrowed money before?

You may or may not need to borrow money to start up your business.
Either way, your options should be considered now as you can\'t be
certain that you won\'t be required to in the future. The ability to borrow
money provides extra security for any cash flow or unexpected
expenses you may encounter in the future.

1 Yes.
1 No.

1 Don't need to borrow money
20 What have you done to prepare for business?
Being well prepared for business will give you the best opportunity for
success. While having a good business and product idea is vital, it is

unlikely to fare very well in a competitive market if you are
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unprepared

Talked to friends and family.
Attended training seminars.
Visited business centre.
Researched on the internet.
Talked to people in business.

| have previously worked for myself.

= == =4 -4 -4 - -

Nothing.

Red tape checklist

When you start hiring staff, theredd® tnhoe slhiosrtt aggoee so fo nr.e dT ot ahpee .p ,

prepared a checklist with some further information on the various requirements you will need to consider, including

thevari ous taxes and insurances youbre required to provide fort h
1. Have all of your employees completed a tax file number declaration?
2. Have you offered your employees superannuation choice?
3. Do you make super guarantee payments four times a year?
4. Do you understand the difference between a contractor and an employee for tax

purposes?
5. Do you know when a contractor is entitled to super guarantee payments?
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6. Do you have copies of relevant awards for your employees?

7. Are you withholding income tax?

8. Do you have a current workers' compensation policy?

9. Do you have a written occupational health and safety policy?

10. Do you maintain accurate wage records for payroll tax purposes?

11. Do you provide pay slips with each employee's pay?

12. Do your payslips fulfil the requirements in your state?

13. Do you know whether you provide taxable fringe benefits to employees?

14. If you bought the business, do you have a statement of existing employee
liabilities?

If you answered "no" to any of these questions or you want to be sure that you're sticking to

the | etter of the | aw, then read on &

1. Super
Most of your employees, whether full-time, part-time or casual, will be covered by the
superannuation guarantee legislation. Generally, you have to pay super for your employees if
they are:

1 Dbetween 18 and 69 years of age

1 paid $450 or more before tax in a calendar month

1 work full-time, part-time or on a casual basis

Eligible contractors are also entitled to super guarantee payments, even if they have their own
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Australian Business Number (ABN).
As an employer, you are required to make superannuation guarantee contributions on behalf
of your eligible employees at | east four times a year, totalld:@
the year. If you don't make contributions by the cut-off dates for each quarter, you'll face hefty
penalties. You also need to offer your employees a choice of superannuation fund using a
standard super choice form (unless they fall into one of a limited number of exceptions)
If you are self-employed, you don't have to make super contributions to a super fund for
yourself. However, you may wish to consider super as a way of saving for your retirement.
Most self-employed people can claim a full deduction for contributions they make to their
super until age 75.
2. Fringe Benefits Tax
Fringe benefits tax (FBT) is a tax paid by employers on certain benefits provided to their
employees. FBT is separate from income tax and is based on the taxable value of the fringe
benefits you provide.
If your business provides fringe benefits to employees then you need to:

1 Register for FBT.

1 Understand which benefits are subject to FBT and which are exempt.

1 Keep the necessary FBT records.
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1 Calculate how much FBT you have to pay.
1 Lodge areturn and pay FBT to the Tax Office.

1 Report fringe benefits on your employees' payment summaries.

3. Withholding Income Tax
Under the Pay As You Go (PAYG) system, you're legally required to withhold income tax from

your employeesd salaries.

If you have employees, you generally have to withhold an amount from their wages and send
the withheld amount to the Tax Office. As a new employer, you must register with the Tax

Office before you withhold tax from payments to your employees.

You do not need to withhold tax from payments to contractors. But again, just because a
worker quotes an ABN, it doesn't mean that they're a contractor. Whether a worker is an
employee or a contractor depends on all the facts and circumstances of how you engage
them, and how the work is performed. The ATO has a useful checklist to help you decide if

someone is an employee or contractor.

4. Workers' compensation insurance
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Workers' compensation insures employees against injury or death caused in the workplace.
Through workers' compensation, injured workers can receive weekly payments to cover loss
of earning capacity, payment of medical expenses and vocational rehabilitation, and

assistance in returning to work.

It is your responsibility as an employer to:

1 Maintain a safe workplace.

I Maintain workers' compensation insurance.

1 Protect yourself and your workers from financial hardship in the event of a workplace

injury.

An employer who does not have a current policy may be prosecuted and be liable for steep
fines, if found guilty of an offence. If a worker is injured, uninsured employers may be held
responsible to pay the full cost of compensation 8 so make sure you have insurance!
You should also have an occupational health and safety policy in place, and all employees
should read it before they start working for you. Employers and staff alike have obligations to

ensure a workplace is safe, so it's important to make sure your employees are informed.

5. Payroll tax
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Payroll tax is a state tax on the wages paid by employers. It is calculated as a percentage of
the wages you pay each month.

You must pay payroll tax if your total Australian wages bill exceeds the exemption threshold

that applies in your state or territory. Your local revenue office can give you more information

about the payroll tax rate and threshold that applies to you.

6.Payslips

Your payslips must specify each worker's gross pay, the tax withheld and compulsory
superannuation contributions. The requirements for payslips vary depending on state or
territory legislation or the award you pay your employees under, so you'll need to check with

the relevant government authority in your state or territory.

7. Buying a business

Where you buy a business and you keep the existing employees, you may become
responsible for any employee liabilities which have accrued up until the date of the sale. Your
responsibilities regarding the reemployment of staff should be outlined in the sale contract.

It's a good idea to obtain a list of employees from the seller, including their salary and
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entitlements and copies of job descriptions, employment contracts, and other paperwork.

You may need to consult any relevant awards, agreements and legislation in order to gain a
full picture of accrued entitlements, such as annual leave, sick leave and long service leave.
You will also need to check whether compulsory superannuation payments and workers'

compensation premiums have been paid.

8. Don't go it alone

If in doubt about your obligations, don't try to go it alone. Start by talking to the relevant state
or commonwealth authority, then get advice from an industrial relations lawyer if you need
more information. The penalties for making a mistake can be significant, so it pays to be

prepared.
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Where will you locate your business?

The location of your business is a very important decision. The wrong location could jeopardise the success of your
business. Points to consider are:

1 Do you need to be located close to customers, or are you able to service your clients remotely via the
telephone or over the internet?

1 Do you need to be located close to suppliers? i.e. consider the delivery costs for raw materials and
supplies.

1 What features must your premises have? i.e. consider size, street frontage, show rooms, parking,
loading bays, special facilities.

1 Do you intend to lease or purchase your premises?

1 Do you plan to operate your business from home?
A variety of factors will influence your selection of location and premises. Ensure you make a wise decision, keeping
in mind the costs and inconvenience of relocating.
Choosing the right location

There are a number of useful contacts to help you determine the best region or suburb for your business.
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The Department's Business Resource Centre can provide industry and market information packages tailored
to your particular business type and proposed location. Information packages contain demographic data for at
least two suburbs to help you determine whether you are maximising access to your target market, without
providing too much competition

Have you considered climate change issues when choosing a location for your business? Complete the
Department's Climate change quiz for suggestions on how you could reduce your business'
impact

Your relevant industry association is a good place to start to obtain further information on your selected
industry and to help you determine where opportunities exist

Your local council's website can provide further information on suburbs within your chosen region, or
alternatively, you might like to visit your local library or the State Library of Queensland. Visit the Local
Government Directory to find out which council is responsible for your proposed suburb or region.

Yellow Pages can help you to find out about your competitors and help you to determine the best location for
your business

Use the location assessment checklist available from the 7 steps to business success or through Smart Skills
to help you assess the merits of your location.

Choosing the right premises

Depending on your business type, you may decide to establish a home-based business. Starting a home-based
business can be appealing - lower overheads, less travel time and greater flexibility with balancing work and family
life. Improved information and communication systems mean that working from home may be a viable option for
many business operators.

Small Business Incorporation & Management. Version. 1.0 25/12/09

Page36



Small Business Incorporation & Management ESBS

Alternatively, your business venture may require a specific type of accommodation such as a serviced office or
Warehouse. If you take out a lease in a serviced office, you will be able to share office facilities, such as
administrative, phone, fax and computer networks, email and cleaning services. Serviced offices are available
throughout Queensland by visiting Yellow Pages

If you require a large amount of storage room you may like to consider leasing or buying a warehouse. In choosing
the right warehouse location it's important to look at nearby transportation facilities. For instance, are you able to
transport your products easily and cheaply? Is the warehouse in an accessible location and can it cater to the future
needs of your company? Contact a commercial real estate agent for information on warehouses in your chosen
suburb.

Other assistance

The Industry Location Scheme - this scheme ensures Queensland businesses have access to suitably zoned, fully
serviced and strategically located land which is accessible to major transport routes. Eligible businesses are able to
purchase or lease land at market value through a network of industrial estates throughout Queensland.

Technology incubators - if you are entering a start-up business, particularly in the information and technology
industry, you may like to consider the option of renting space in a technology incubator. The Queensland
Government's technology incubator (i.lab) is situated at Toowong and offers space for between 10 and 15
emerging growth ventures at any one time.

The Retail Shop Leases Registry and Tribunal - to ensure you understand the rules governing Retail Shop Leases.

Government Business Information Service (GOBIS) - to obtain information on State and Commonwealth Government
support services available for Queensland business.
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Renting or Leasing a Business Premises

Every reference to the Act means the Retail Leases Act 1994. You can find a link to the full text of the Act by
going to www.retail.nsw.gov.au

Any reference to a landlord includes the real estate agent or managing agent who represents the landlord in
the leasing relationship. Agents are the landlord's employee and may only act on the instructions they are
given.

Important Points

It is good business practice for a landlord to drive a hard bargain. This is not unconscionable or unfair. Wise
tenants will review the lease offered and make a commercial decision about the offer. Emotional decisions
about lease agreements are often regretted. Unless you can make the deal work, look for another deal that
meets your business needs. You are better not starting a business than signing an unworkable lease that may
eventually result in the loss of your business and current assets.

Get advice about how to best structure your business to protect your personal assets. If you give a personal
guarantee, the landlord can reasonably insist that you sell your assets to meet your lease obligations. Many
landlords are responsible to shareholders or have their own financial commitment to a mortgage on the
premises.

Once a lease begins the parties are captive to the deal. The landlord has many competing priorities to
consider and is not responsible for ensuring the tenant's success and profitability.

Develop a sound business plan and have it reviewed by experienced retail professionals or your accountant.
They can advise you whether your plans are realistic or not.

Get advice

Starting a business is risky. Don't risk what you can't afford to lose. Unless you have extensive experience in
commercial leasing, get advice from an expert to save money and prevent problems. The Government does
not have a standard lease agreement. Some conditions are set down by law, but generally the parties
negotiate to make the best deal possible for themselves.
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A commercial agreement is a serious commitment that can not be changed once it begins, unless the other
party agrees. If you enter a lease, even if you did not read or understand the agreement, your financial
obligation continues. You need to know that a lease can begin even before you sign the agreement.

Due diligence (finding out for yourself)

The research you do before starting a lease will greatly increase your likelihood of business success. The
assumptions you make increase your chance of business failure. Consider investing in the services of a retail
advisor when negotiating your lease. They are often highly skilled negotiators that can save you a lot of money
on the rent and help you understand the important things to consider when setting up your business.
Remember that the landlord or leasing agent may negotiate leases every day, while most tenants negotiate a
lease once every five years.

Before Signing a Lease

Prepare a realistic business plan and consider if the business concept will generate enough revenue to pay all
the bills and provide you with a profit. When considering the investment, remember you have no right to a
further term, so you need to make a reasonable return in the first lease period.

Explore basic questions: Is the proposed business attractive to the local community? Will competition be a
problem or a benefit? Sometimes being located with shops selling similar products increases your customer
numbers (i.e. furniture, renovation services, bridal wear). Sometimes, this competition is too strong. Try to find
out what similar shops pay for rent. This will help you understand if you can price your products competitively.
Our PDF document Business issues - location basics can help you understand how to choose a location for
your shop and assist in preparing a realistic business plan.

Find out if council approvals are in place. These can take some time to arrange. Think about how to deal with
delays or what will happen if the council does not approve your application. Get a building inspection to ensure
the premises are suitable for your intended use. Simple things like knowing how much power is available will
allow you to negotiate about which costs the landlord will cover and those you will have to pay. If you need
changes made to the building, it may be at your cost, if not discovered until after the lease starts.
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The work you do before the lease is signed can make the difference between the success and failure of your
business.

Buying an existing business

If you buy a business with only a short time left on the lease, the return on your investment must happen
quickly. Without a legally binding commitment from the landlord for a further term of lease, expect the lease to
end or the rent and lease to change significantly when the term expires.

If you buy a business without an assigned lease, you must realise that the landlord can probably ask you to
leave the shop with one month's notice. The lease is one of the most valuable assets that a business has to
sell. With no lease, no goodwill of the business is likely to exist.

Make sure your accountant reviews the business records and you have an advisor to help you assess the
investment. Many tenants say that the business they have purchased is not what they were led to believe it
would be because they failed to fully investigate the business prior to purchase. Find out information about the
shop for yourself. It is dangerous to rely on advice from someone who has a personal interest in your decision.
Inform yourself about the arrangement and get impartial advice.

Documentation

Documentation is important. Start a notebook to record all discussions about the shop. Note when and where
discussions occur and who is present. Good records will provide you with more options if problems arise in the
future.

The landlord must give you information:

9 At negotiation, you should get the proposed lease and the Retail Tenant's Guide, which summarises the Retalil
Leases Act.

1 At least seven days before the lease begins you should get the 'Lessor's Disclosure Statement' which
summarises the lease requirements.
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1 Seven days later, you should give the landlord a 'Lessee's Disclosure Statement'. In this document, record
promises or commitments that influenced your decision to take the shop. If you leave question 5 blank, it is
very hard to later prove you relied on any promises.

Think ahead to the end

Check to see if the lease says you must remove the fit-out at the end of the lease. This can cost several
thousand dollars. To limit problems at the end of a lease, document the state of the shop by taking photos and
make a record of the condition of the shop at the time you take control.

1 The time to take advice is before you sign anything!
1 The Lease Agreement
1 Arretail shop lease
A lease is a legal agreement that gives a tenant control of a shop, to run their business. A retail shop lease can

be written or oral or only partly written. If your lease is not fully written, consider how you can prove the oral
terms of the agreement. If you have kept good notes, it will help.

A licence agreement for more than six months is often considered a retail lease when it is for the use of a retail
shop or for premises in a shopping centre.

Different rules for retail shop leases

A retail lease starts before the lease is signed, if you start to pay rent or take possession of the shop.

I f you didn't get a Lessoroés Disclosure Statement, you canh ter mine
giving notice in writing.

A retail lease is to be for at least five years, unless a solicitor or conveyancer explains how the Act works and
you give the landlord a Section 16 certificate. Recent changes to the Act mean that a series of short-term
leases (once the combined term is longer than 12 months) may give you the right to ask for a five-year retail
shop lease.
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Lease term

The lease term or lease period is the time you can rent the shop. Make sure this is long enough to recover your
investment, make a profit and, if you wish, sell the business.

If you want a five-year lease but are worried about the financial commitment, ask for a shorter period with
several options. Make sure you understand how the rent will change for each period.

Permitted use

Permitted use defines how you can use the shop. Before you sign the lease, check with the council to be sure
you can run the type of business you want from the shop.

Shopping centres

There are additional things to consider in shopping centres.

You may be required to contribute to the centre's advertising or promotional fund and there are often more
outgoings than there are for strip shops.

There may be set trading hours for the shop to be open.

You may have to provide your monthly turnover figures to the landlord.

Tenants, who are able to negotiate the right to have exclusive use, may find this to be a valuable part of
their lease. Exclusive use means you are the only one that can have a particular type of business. Without
exclusive use think about how your business may be affected when a competitor sets up nearby or next
door.

Other considerations

Sometimes council works can reduce the number of people coming by your shop. Unless you negotiate with
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the landlord for compensation or reduced rent up front, if council works occur, you will have no right for
compensation.

When you sign the lease (or any document), keep a copy, even if the other party hasn't signed it. If you have
trouble getting a copy of the registered or signed lease, contact the Retail Tenancy Unit for assistance.

If you're signing a lease for a shop and residence combined, it is far better to sign two leases, a residential
lease and one for the retail shop. If both areas are covered on one lease, handling disputes may be much
more difficult and expensive.

Bonds & Guarantees

Bonds

A bond is security held by the landlord in case of unpaid money during or at the end of the lease. Security is
usually in the form of a cash bond or a bank guarantee.

The landlord has the right to the bond if the premises are not left in the condition required by the lease. A bond
is not in place to cover the last month's rent. If you do not pay the rent at any time during the lease, the
landlord may have the right to terminate your lease, lock up the shop and its contents, get the bond and sue
you for damages.

If you give the landlord a cash bond, they must lodge it with the NSW Retail Bond Scheme. The landlord will
give you a copy of the lodgement form to sign. It is important at this point to make sure the tenant named on
the form has a bank account in the same name. The named tenant is the owner of the bond. If the named
tenant is not a legal entity the return of the bond is difficult.

When the bond is lodged you will receive an advice of lodgement, with the bond number. Keep this available
for when you claim a refund. Either the landlord or tenant can lodge a retail bond claim form when the tenancy
is over; the form can be downloaded from www.retail.nsw.gov.au (click on "Online Forms" in the sidebar). If
both parties sign the form the money will be paid as requested, right away.
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If there is a dispute about the bond, the Retail Tenancy Unit holds the bond until the matter is resolved. With
the bond dispute resolution process most matters are resolved quickly at no cost. There is a staged approach
to dealing with disputes and at every stage the parties can choose to agree to the payment of the bond, or
progress to the next stage.

Bank Guarantees
Banks issue bank guarantees, which are another form of security. Usually you deposit the amount of the bank

guarantee with the bank and pay a fee to the bank every year. You need to check your bank's policy on
guarantees.

If you provide a bank guarantee the landlord can draw it upon demand. Many tenants find it helpful to have an
agreement about the guarantee being released within a time period after the tenancy ends.

Cost of Leasing

Lease preparation

When the landlord begins to advertise the premises, they must have a proposed lease to give you. They must

pay for their costs of entering the | ease. I f you ask for changes
Disclosure Statement, you may havetopay f or t he editing costs. It is the tenantbés r e:
lease registration; stamp duty ended on 1/1/2008.

Fit-out

Tenants generally pay the cost of inst-abtdhg-oSthamp fi kKtures and fi
cost hundred of thousands of dollars, so consider this in your business plan. If a further lease is offered, you

may be required by a shopping centre to do a further re-fit of the shop.

At the end of the lease, many tenants must remove the fit-out and return the shop to the condition it was in

when the | ease began. -fTihidés iRse nefmbenr dol Ised aasddde enough money and
todef it, or Omake goodd the premises

Rent
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Before signing a lease, calculate the amount of rent you must pay over the full term. Ensure you can meet this
obligation. Tenants should realise that all rents paid by tenants are not the same, which may affecta  tenant's ability to compete. Anchor tenants &
stands alone.

Your lease shows how your rent may change during the term. Only the lease or negotiations between the
landlord and tenant can alter the rent. The Tribunal does not set or limit the increase of a retail rent.

Keep your rent payments up-to-date. Most leases say that if you do not pay your rent for 14 days, the landlord

can terminate your lease, which may result in the loss of your option or your entire business investment.

Eviction from a shop can happen extremely quickly. The | andlord dc
business is suffering.

Often with an option, the rent is changed to reflect current market rent. You can request that the new rent be
determined before you exercise the option. This is like an obligation-free quote before you decide on a further
term. Read theome@tti @mnumdaderdOtpdand more about this.

With current market rent, the landlord and tenant can agree on this figure themselves, or seek an independent
valuation. The cost of the valuation is shared equally i usually between $1,500 and $4,000 each.

Outgoings

Outgoings are expenses that are related to the building the shop is in that you have agreed to pay in the lease.
Outgoings can be a major cost. Plan how you will meet these payments and any increases in the costs during
the term of the lease.

The landlord must give you estimates and statements of outgoings. If you do not get these, write and ask for
them. If in 10 days you do not have the statements, you may withhold the payment of outgoings until you
receive them. You need to pay the withheld outgoings within 28 days of receiving the documents.

Key money

Small Business Incorporation & Management. Version. 1.0 25/12/09 Page45



Small Business Incorporation & Management ESBS

Key money means money or any other benefit that you might give the landlord in exchange for them granting
you the lease or renewing the lease. The Act prohibits landlords from asking for or accepting key money. There
is a heavy penalty if they do.

Security

The landlord may ask you for some form of security when you are negotiating the lease. This can be a cash

bond, a bank guarantee or athird-par ty guarantee. Read the section on 6Bonds and Gu:
more.

Insurance

It is very important that tenants carry insurance to cover the goods or equipment in the shop and coverage for
loss of income. Sometimes tenants try to save money by not purchasing this insurance and then find that a
completely unforseen event means the loss of their investment, their income and livelihood. It can take time to
pay off the substantial debt remaining for the equipment or stock. In these situations, it can take years for the
business owner recover from not protecting themselves from risk by having appropriate insurance coverage.

Ups & Downs

Talk to the Retail Tenancy Unit or your solicitor as soon as a problem arises. Deal with problems at the time
they occur: if you wait, it may be too late to act.

Pre-lease misrepresentation

If the landlord makes a claim that turns out to be untrue, write to the landlord about this immediately,
particularly when the claim influenced you to enter the lease.

Relocation

If the | ease has a relocation clause, you must get at | east three
landlord will pay the reasonable costs of your relocation which can be agreed or a quantity surveyor can work

them out.
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If the proposed premises are unacceptable, inform the landlord in writing within a month and the lease will
finish at the end of the notice period.

If you sign a lease with this type of clause, factor it into your lease negotiations. Consider how your business
will be affected and consider the amount of rent you are willing to pay with these circumstances.

Demolition

If the lease has a demolition clause, the landlord can end the lease if they require the shop to be vacated for

the works. The | andlord must give at |l east six monthsdé notice that
Duringthesixxmont h notice period you can end the |l ease with seven daysb©o
Disruptions

If the Landlord or something under their control disturbs your business you may have a right to compensation.
If you knew about a particular disturbance in detail before the lease started, your right for compensation may
be limited because you had the chance to consider the works in the negotiation for the lease.

When your business is disturbed, immediately write to the landlord and ask that the disturbance end. Your right
for compensation probably does not begin until after you have given the landlord written notice of the
problem.

If the shop or its building is damaged, immediately inform the landlord in writing. If the damage is significant,
your obligation to pay rent may be limited until the damage is repaired.

Ending the lease for breach

Either party may have a right to end the lease if the other party significantly breaches it. Normally, written
notice outlining the breach must be given with a reasonable amount of time to make things right. This is not the
case if rent is unpaid for more than two weeks. With unpaid rent the shop may be locked and the lease and
business may be lost.
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If you are locked out, call the Retail Tenancy Unit for information on how you may be able to get back into the
shop. Even if you do get back into the shop, this event can negatively affect your business reputation.

Always get legal advice before deciding to end a lease because you think the landlord is in breach.

Improper conduct

Neither the tenant nor the landlord may engage in unconscionable conduct. This is extreme conduct and is
more serious than hard bargaining or being unfair.

Neither the landlord nor the tenant can mislead or deceive the other party. This includes lying, leading
someone to the wrong conclusion, creating a false impression, hiding information or making false claims.

Any compensation given because of improper conduct will be directly related to the negative affect it has had
on a business or damages that come from a breach of the contract.

Leaving the lease before it is over

I f your business isndt going well and you have a | ease, you canbobt
may be: assignment (where someone else takes over your lease); sub-lease (where someone rents the shop

from you); and negotiating a deal with the landlord (this usually involves giving the landlord a payment in

exchange for letting you out of the lease early).

9 Disputes
1 Informal negotiation

Sometimes problems arise in relationships. The first step is always to try and resolve a problem through talking
about it and informal negotiations.

When talking to the other side, remember to speak so the other person can listen without becoming defensive.
Be open about what your problem is, how it is affecting you and how you think it may be fixed. Be sure to listen
to their side. You may be able to find an answer that deals with e
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considered.

I f the problem canét be resolved by negotiation it may be necessar
money. Consider whether minor issues are worth the damage it may cause to your relationship with the

landlord.

Courts and Tribunals can only give a narrow range of resolutions. A negotiated agreement can be anything the
parties decide. Often the best options are those that are of great benefit to one party yet cost the other party
little money.

Mediation

If you want to take the dispute further, the next step is to apply to the Retail Tenancy Unit for mediation.
Mediation will generally cost you between $700 and $900.

Mediators are trained to help parties better understand what has happened, consider compromises that may
resolve the matter and find comprehensive and | asting agreements.
you or provide legal advice.

It is important to get legal advice before the mediation to understand the legal strengths and weaknesses of your case. This will
put you in a better bargaining position and help you assess whether an offer to settle the matter is a good one.

It is usually better to make a commercial compromise than it is to spend a lot of money on an unknown
outcome. This is why about eighty percent of matters settle at this stage.

Administrative Decisions Tribunal

I f your matter candt be negotiated, you can proceed to the Admini s
a court. It is very important to get legal advice before going to the Tribunal.
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While generally both parties pay their own legal costs, if you make a claim that has little chance of success,
you may have to pay the other partyds |l egal costs.

Preparing for your dispute

Whether your matter is going to informal negotiation, mediation, or the Tribunal, you must prepare your case.
In a negotiation or mediation, you need to convince the other side of your position but in the Tribunal you have
to convince a tribunal member. You must be prepared to communicate your claim clearly with evidence to
support your arguments.

While Retail Advisors can assist you greatly in negotiating a lease, be aware that they can not give you legal
advice about a dispute. Solicitors are trained to advise you on an effective legal strategy and how to focus your
argument.

When seeking a solicitor, meet with them and ask about their retail leasing experience. Ask how many disputes
they have advised on and how these disputes were resolved. Try to get a feel for their familiarity with this
jurisdiction and how you relate to them personally.

Options
Exercising the option

An option on a lease is valuable because it lets you decide whether to continue trading, to sell your business
during the next term or to end the lease. If you have kept to the terms of the lease (paid rent on time, no
significant breaches) then it is your decision to exercise the option. The landlord must let you stay if you follow
the rules for exercising an option.

Options are usually exercised in writing. Write to the landlord or managing agent clearly stating that you are
exercising your option. It is very important that you remember the date when you must exercise your option on
the lease. This is usually between three and six months before your lease ends.

If you miss the date to exercise the option, the landlord does not have to renew your lease. The landlord can
give you notice to leave, increase your rent or change the terms of the lease.
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Find out the rent, before exercising the option

If the rent changes to current market rent, you have the right to find out what this is before you exercise the
option. Ask for it in writing in the three months before the period when you are able to exercise your option
begins. Once the amount is decided, you have 21 days to exercise the option.

End of Lease

When the lease expires

Do not wait until just before the lease is over to think about what you will do about a new term of lease. You will
be in a stronger negotiation position if you have looked at other shops to see if you can move the business if

you candt c o maewtlease.tWhean yosir clioicas are limited to paying the rent the landlord
demands or losing your business, you are at a serious disadvantage i and the landlord has greater

power.
When your | ease period is over and there isndt an option for a neyv
your | ease and you donot have to continue | easing the shop. I t0ds i
on how the rent can changeonce your | ease is over. Donb6t enter a | ease where you

make a profit.

Six months before the lease ends, the landlord should write and tell you if they plan to offer you a new lease. If
you do not receive this written notice, write and ask for it before the lease ends. Then you will have at least six
months left on your lease from when you receive the notice. If this extends your lease past the time it was due
to expire, you mayterminat e t he extension with one monthés notice during the ex

With most leases, at the end of the lease you go onto a month-to-month tenancy; this gives you and the
l andlord the right to end or change the | ease with one monthds not
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While you are negotiating for a new lease, the landlord must finish dealing with you before advertising the shop
for lease. They are allowed to speak to other tenants to gauge interest in the shop.

Make good' requirements

When leaving the shop, tenants usually have to return the premises to the condition it was in when the lease
started. Read the lease to see what is required. Ask the landlord to put their requirements in writing so you
know what they expect. Make sure you comply with the make good requirements in the lease before the lease
finishes or expect to pay rent until the make good is completed.

The bond is to cover any claim that the landlord has for money owed, which includes the make good
requirements in the | ease. Do not expect to use the bond for the

Choosing a Business Name
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You've made the decision to go into business for yourself. The first obstacle you will run into is choosing a good
business name! There are choices to be made and there is no single, correct solution. A business name is an
individual decision and one that you should spend some time on. The name should be easy to spell and

be associated with a product or service. How do | choose a business name?

Related pages

Register your business name

Register your trademark. Choosi ng the right name will help ensure youbre creating

business. It will also help to distinguish it from your competitors. Before deciding on your name you should
familiarise yourself with the different registration requirements.

A business name is the name under which your business trades and it needs to be registered in every
state where trading takes place.

A company name must be registered with the Australian Securities & Investments Commission (ASIC). But
f you want your company to trade under a different name, then

a business name.

Be aware that registration of a business, company or domain name does not in itself give you any proprietary rights 1
only a trade mark can give you that kind of protection. Ensure you have exclusive use of your name now and in the
future throughout Australia by registering your business name as a trade mark .
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Using personal names

Descriptive business hames
Combined business names
Brandable business names

Search for business names (Australia)
Domain names Summary

= =4 =8 -8 -8 -9

Using personal names
Naming your business after yourself is relatively easy to do. Some say it adds credibility to your business. It could
be your full name, first name or surname. Using all or some of your initials is also fairly common. The business may
be a partnership of two or more people, which provides more possibilities.

Examples of companies named after people:

LL Bean

McDonalds
RM Williams

As with brandable business names, a problem with using a person's name is that it is not immediately apparent
what products and services your company offers.
Descriptive business names

Generic, descriptive names make it easy for potential customers to work out what product or service your business
provides.

Examples of descriptive business names:

International Business Machines (IBM)
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British Airways
Kentucky Fried Chicken (now KFC)

Descriptive names run a slight risk of not being able to 'stand out from the crowd', although the examples above
didn't seem to have any trouble in making their mark!

Combined business names

A combination of descriptive terms and personal names is also fairly common (we used this approach). It allows
you to add a personal touch but also to include your products or services in your business name.

Examples of combined business names:

Ford Motor Company (Henry Ford)
Dell Computers (Michael Dell)
Dunlop Tires (John Dunlop)

Brandable business names

Any company name can become a brand; simple, 'nonsense’ words are probably the easiest to brand though,
especially if they are easy to remember.

Examples of brandable business names:

Amazon
Google
Microsoft
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Brandable names have popular appeald would Google have enjoyed the same rise to popularity if it was called '
The Search Engine Company'? The biggest problem with 'nonsense’' names like these is educating your potential
customer as to what services you actually provide. Remember that building a brand takes time and usually requires
significant resources (i.e. money).

Search business names on the ASIC web site (Australia):

Use the form below to search for a business name on the ASIC web site:

Domain names

It is wise to check the available domain names before choosing a business name. Good domain names are harder
and harder to find, so it pays to make sure the domain name you want is available before choosing your business

name. Choosing a domain name is an important part of setting up your business, so take some time to research it
and select wisely.

Summary

Be careful using a specific location in your business name. If you move across town or across the country your
name may become a problem. The same applies to the products or services you provided there is a chance these
may change in the future, so try not to be too specific what you include in your business name.

As part of the naming process, try searching Google for your potential business name (put it inside double quote
marks when searching). See if there are any other businesses with the same name, particularly in the same country
or local area.

There are many options for your business name. Brainstorm potential names by writing out a list of all the possible
choices. Eventually, the right name for your business will become obvious. Register the name with your local or
national business authorities and you are on your way!
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What to do...

See topics on how to register a business hame and how to register a company.
Read about registering a business name as a trade mark with IP Australia.

Search IP Australia's trademarks databases to ensure your proposed business name isn't already being used as a
trade mark.

Tips for finding the perfect business name

The name you give your business can be extremely important; not just at the outset of a new enterprise, but as the
business develops or diversifies.

Often the first impression of your Dbusiness is made from its name;
Cumbersome, self-serving, lengthy, or confusing names can impact on the success of your business by repelling
your customers.

Finding a name that really fits your business can be difficult and time-consuming. In the process of developing
business names certain actions make the exercise much more likely to succeed.

1. Clarify your offerings

There's nothing worse than coming up with a name that two years into business no longer suits or reflects what you
do. Get straight exactly what your business offers and how it's likely to develop. Write a very brief statement (30
words max.) and keep it in front of you; refer to it regularly throughout the naming process.

2. Keep it brief

You only have to follow the actions of the multinationals to see that many very expensive name changes are driven
by a desire to shorten the length of a name.
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Dropping descriptors can be enormously helpful, as many are unwieldy and unnecessary. If you want to explain
what you do, fine, just dondét make it part of the name.

Imagine you are the switchboard operator for a fictitious company - Paradise Removals, Deliveries and Storage
Ltd. - consider which of these is easier to say and likely to be more memorable by the consumer:

AHel |l o, this is ParaamndeSRemaga) shoWemayerilesl p you?o

Or
AHel |l o, welcome to Paradise, how may | hel p you?bo
A short name may have less communication content, but it has more communication impact since it will be easier

to say and easier to remember. Consumers tend to shorten long company names anyway, so why not provide the
shorter version in the first place?

3. Always consider the context

Where your name will be most commonly applied, seen and heard is another key consideration in the naming
process and this can impact on the visual O6stand outd required.

The name may need to be on signs, vehmnedmal d veommamidc ptaickrmgi ng i n ac
materials of letterheads, compliment slips and business cards.

Clearly names have a big presence online and will therefore need to exist as a domain name.

An important consideration here is that multiple words are joined without a letter space, potentially causing names
to appear clumsy and unpronounceable.

4. Be cautious when referring to a geographic location in your name.

Using a name with a specific geographic location can be unnecessarily restricting, particularly as your business
gr ows . Unl ess a geographic marker is essential to your business it 6s:s
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I f youbre planni ng tthe Intemat, thimk giolmallydrarndaytoneonal | y vi a

5. Don't die in a ditch trying to be totally original

If you're after a name that absolutely no one else has you may be searching unnecessarily for a long time.
Concentrate on getting a name that's right and then look at how to make it your own.

Clever design and the use of colour can add your personality to a name. The addition of phrases or sub-titles can
make accessible a name already in use by a non-related business. 'Whizzo' may not be available but 'Whizzo
International' possibly is and clever typography can position 'International’ as a secondary, almost invisible
heading.

7. Keep your customers in mind

Finally, avoid clever names that people can't pronounce or spell. There are few business irritants worse than
making your customers (or your receptionist) squirm every time they grapple with the name.

Choose Your Product or Service

This chapter helps you to develop the part of the business that is related to developing the products and services that
your business will offer. It will also describe what needs to be taken into consideration when selecting suppliers.

You can use this information to help you as you work through the development of your business plan.

1 Defining your Product or Service

1 Creating a Unique Selling Proposition
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1 Selecting Suppliers

1 Intellectual Property

Defining your Product or Service

To help you accurately define and develop the products and services that you will take to the market, you can create a
product description statement.

When writing a product description statement, ensure that you connect the features of your product to the way that
they can benefit customers. By having a clear understanding of what your product is, you'll be in a better position to
fully exploit its potential when advertising and selling it. A clear definition of your product can also help customers
make informed decisions and improve their level of satisfaction.

To further improve the attractiveness of your offering you may like to consider adding additional value using
incentives such as guarantees and warranties.

A warranty is a legally implied obligation which guarantees the repair or replacement of a product in the event that it
fails within a certain period after it has been purchased.

A guarantee is an agreement by the business to assure the quality or length of use of a product offered for sale by the
business and in the event that the product is faulty, a refund is given.

Build your marketing plan

Product/Service Overview

Q1.Describe your products/services. Give answer
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Creating a Unique Selling Proposition

Some commonly used USP's are offering 6édbest service', 6l owest price',
However, when determining your product's USP be sure to also look beyond the physical characteristics of your

product and consider the intangible or psychological benefits of the product for your target customer group such as

security, comfort, and timeliness.

To convey your USP to customers, you can consider developing it as a way to promote your product. Consider using
it on your marketing communications such as business cards, letter heads, brochures, web site etc.

A value-added service is an important factor that should be considered when developing your business's USP. Value
adding refers to providing a supplementary or complementary benefit to the customer in addition to your core product
which the customer wouldn't receive from your competitors. It is an extra incentive used to encourage customers to
rate your product above those of your competitors.

Build your marketing plan

Product/Service Overview

Q1.Identify and describe the points of difference between your product / service and those of your competitors? Give
answer

Q2.What is your product's unique selling proposition? i.e. what makes your product different from your
competitors? Give answer

Selecting Suppliers
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Your product or parts of it may be bought in full or made from raw materials that you purchase from suppliers.
Working closely and with these suppliers to develop strong relationships and develop efficient business systems to
facilitate your purchasing requirements can help you to; increase profitability, maximise efficiencies, optimise your
inventory levels, and reduce storage requirements.

When selecting suppliers it is important to carefully evaluate their offering considering various factors as following:

Number of Suppliers

Dealing with a single supplier can be very efficient and offer opportunities to forge strategic linkages increasing
guantity discounts, levels of cooperation and responsiveness. However utilising multiple suppliers provides options
protecting against an over reliance on a single supplier and reduce your risk. Utilising multiple suppliers also provides
the opportunity to ensure competitiveness.

Supplier Reliability

Reliability of the supplier is their ability to deliver a quality product to your business on time. Problems with deliveries
can cause major disruptions to your business. You can evaluate the reliability of a supplier by asking for their prompt
delivery statistics or by using their existing customers as a reference. It is also good practice to start out with a small
order when using a new supplier so you can evaluate their performance.

Evaluating prices

It is well worth spending time to research different suppliers to gain an understanding of the range of services and
prices on offer. You can then negotiate final pricing and payment terms with the suppliers to ensure you receive the
best possible deal.

Additional Services
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This involves the supplier's ability to assist your business to coordinate your inventory control systems
and ordering processes. Developing close links and even integrated ordering systems can be a good
way to improve supply efficiencies and reduce procurement costs. There can be benefits for both your
business and your suppliers if this is managed effectively.

Intellectual Property

Intellectual property (IP) is the product of someone's intellect used to create something novel, different or original. It
can occur in a number of forms such as a piece of art work, a good idea, a design or plans for a design, an invention,
knowledge, a book or a trade secret.

IP can be legally secured to ensure that only a certain person (or group of persons) have exclusive rights and control
over the use of the idea or invention and therefore have rights to extract profits from it if they see fit. It is illegal for
others to copy or use that idea or invention for their own benefit.

There are a number of methods that can be implemented to ensure that your intellectual property rights are
protected.

Patents

A patent is the exclusive right given to the owner to commercially exploit the process, design or invention for the life
of the patent in return for public disclosure of the process design or invention. You need to apply for a patent before it
will be protected by law.

Prior to your patent application being accepted it is examined to ensure it meets the necessary legal requirements.
Some things are not patentable by law such as mathematical formulas and ideas or artistic creations.

Trademarks
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Used to identify a unique product or service to distinguish it from business competitors. Examples include a logo,
letter, name, shape, picture, sound, aspect of packaging, smell or a phrase. While you do not need to register the
trade mark to use it, registration does provide your business with the exclusive rights to use, licence or sell the

trademark. It is important to note that you need to pay a fee for renewal of registration to maintain the trademark.

All Australian trade mark and patent registrations are administered by IP Australia.
Copyright

This protects original works of art, writing, music, films, visual images, films and computer programs that express the
creator's ideas and information from unauthorised copying. Copyright protection is free and does not need to be
registered for. Hence, every time you put an original idea or information into a material form it is automatically
copyrighted. However, it is advisable that owners of any original work should place a copyright notice on or near their
work.

All Australian copyright material is administered by the Australian Attorney-General's Department.

Choose your Products & Service
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Product or Service Description

This chapter helps you to develop the part of the business that is related to developing the products and services that
your business will offer. It will also describe what needs to be taken into consideration when selecting suppliers.

You can use this information to help you as you work through the development of your business plan.

4.1 Defining your Product or Service
4.2 Creating a Unique Selling Proposition
4.3 Selecting Suppliers

4.4 Intellectual Property

Defining your Product or Service

To help you accurately define and develop the products and services that you will take to the market,
you can create a product description statement.

When writing a product description statement, ensure that you connect the features of your product to
the way that they can benefit customers. By having a clear understanding of what your product is, you'll
be in a better position to fully exploit its potential when advertising and selling it. A clear definition of your
product can also help customers make informed decisions and improve their level of satisfaction.

To further improve the attractiveness of your offering you may like to consider adding additional value
using incentives such as guarantees and warranties.
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A warranty is a legally implied obligation which guarantees the repair or replacement of a product in the
event that it fails within a certain period after it has been purchased.

A guarantee is an agreement by the business to assure the quality or length of use of a product offered
for sale by the business and in the event that the product is faulty, a refund is given.

Build your marketing plan

Product/Service Overview

Q1.Describe your products/services. Give answer

Creating a Unique Selling Proposition

A key point in developing your marketing strategy is to come up with your unique selling
proposition (USP). A USP is what makes your product or service stand out from your competitors and is
generally the reason why customers will purchase your product or service over those of the competition.

Some commonly used USP's are offering Obest ser
technology'. However, when determining your product's USP be sure to also look beyond the physical
characteristics of your product and consider the intangible or psychological benefits of the product for
your target customer group such as security, comfort, and timeliness.

To convey your USP to customers, you can consider developing it as a way to promote your product.
Consider using it on your marketing communications such as business cards, letter heads, brochures,
web site etc.
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A value-added service is an important factor that should be considered when developing your business's
USP. Value adding refers to providing a supplementary or complementary benefit to the customer in
addition to your core product which the customer wouldn't receive from your competitors. It is an extra
incentive used to encourage customers to rate your product above those of your competitors.

Build your marketing plan

Product/Service Overview

Ql.Identify and describe the points of difference between your product / service and those of your
competitors? Give answer

Q2.What is your product's unique selling proposition? i.e. what makes your product different from your
competitors? Give answer

Selecting Suppliers

Your product or parts of it may be bought in full or made from raw materials that you purchase from
suppliers. Working closely and with these suppliers to develop strong relationships and develop efficient
business systems to facilitate your purchasing requirements can help you to; increase profitability,
maximise efficiencies, optimise your inventory levels, and reduce storage requirements.

When selecting suppliers it is important to carefully evaluate their offering considering various factors as
following:

Number of Suppliers
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Dealing with a single supplier can be very efficient and offer opportunities to forge strategic linkages
increasing quantity discounts, levels of cooperation and responsiveness. However utilising multiple
suppliers provides options protecting against an over reliance on a single supplier and reduce your risk.
Utilising multiple suppliers also provides the opportunity to ensure competitiveness.

Supplier Reliability

Reliability of the supplier is their ability to deliver a quality product to your business on time. Problems
with deliveries can cause major disruptions to your business. You can evaluate the reliability of a
supplier by asking for their on time delivery statistics or by using their existing customers as a reference.
It is also good practice to start out with a small order when using a new supplier so you can evaluate
their performance.

Evaluating prices

It is well worth spending time to research different suppliers to gain an understanding of the range of
services and prices on offer. You can then negotiate final pricing and payment terms with the suppliers to
ensure you receive the best possible deal.

Additional Services

This involves the supplier's ability to assist your business to coordinate your inventory control systems
and ordering processes. Developing close links and even integrated ordering systems can be a good
way to improve supply efficiencies and reduce procurement costs. There can be benefits for both your
business and your suppliers if this is managed effectively.

Intellectual Property
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Intellectual property (IP) is the product of someone's intellect used to create something novel, different or
original. It can occur in a number of forms such as a piece of art work, a good idea, a design or plans for
a design, an invention, knowledge, a book or a trade secret.

IP can be legally secured to ensure that only a certain person (or group of persons) have exclusive rights
and control over the use of the idea or invention and therefore have rights to extract profits from it if they
see fit. It is illegal for others to copy or use that idea or invention for their own benefit.

There are a number of methods that can be implemented to ensure that your intellectual property rights
are protected.

Patents

A patent is the exclusive right given to the owner to commercially exploit the process, design or invention
for the life of the patent in return for public disclosure of the process design or invention. You need to
apply for a patent before it will be protected by law.

Prior to your patent application being accepted it is examined to ensure it meets the necessary legal
requirements. Some things are not patentable by law such as mathematical formulas and ideas or
artistic creations.

Trademarks

Used to identify a unique product or service to distinguish it from business competitors. Examples
include a logo, letter, name, shape, picture, sound, aspect of packaging, smell or a phrase. While you do
not need to register the trade mark to use it, registration does provide your business with the exclusive
rights to use, licence or sell the trademark. It is important to note that you need to pay a fee for renewal
of registration to maintain the trademark.

All Australian trade mark and patent registrations are administered by IP Australia.
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Copyright

This protects original works of art, writing, music, films, visual images, films and computer programs that
express the creator's ideas and information from unauthorised copying. Copyright protection is free and
does not need to be registered for. Hence, every time you put an original idea or information into a
material form it is automatically copyrighted. However, it is advisable that owners of any original work
should place a copyright notice on or near their work.

All Australian copyright material is administered by the Australian Attorney-General's Department.
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Strategies

Strategy and Implementation

This chapter describes various product pricing techniques, product distribution methods and discusses the various
advertising and promotion options available to your business.

1 The Four P's of Marketing
T Covering Your Costs

T Types of Pricing

9 Distribution

1 Competitive Strategies

1 Advertising and Promotions
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The Four P's of Marketing

Marketing is a business function that identifies consumer needs, determines target markets and applies products and
services to serve these markets. It also involves promoting such products and services within the marketplace.

Marketing is integral to the success of a business, large or small, with its primary focus on quality, consumer value
and customer satisfaction. A strategy commonly utilised is the "Marketing Mix". This tool is made up of four variables
known as the "Four P's" of marketing. The marketing mix blends these variables together to produce the results it
wants to achieve in its specific target market.

The following describes the four P's of marketing:

Product

Products are the goods and services that your business provides for sale to your target market. When developing a
product you should consider quality, design, features, packaging, customer service and any subsequent after-sales
service.

Place

Place is in regards to distribution, location and methods of getting the product to the customer. This includes the
location of your business, shop front, distributors, logistics and the potential use of the internet to sell products
directly to consumers.

Promotion

Promotion refers to the act of communicating the benefits and value of your product to consumers. It then involves
persuading general consumers to become customers of your business using methods such as advertising, direct
marketing, personal selling and sales promotion.
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Covering Your Costs

When it comes to determining a price for your products, it is important to ensure that you are able to cover all of the
costs involved in bringing the product to the market whilst also leaving a margin from which to make a profit. It is also
important to consider what your target market is and what they are prepared to spend.

In general, there are three types of costs you need to consider;
Fixed Expenses

The expenditures that do not change regardless of the business's volume of sales. These must be covered no matter
what sales you achieve. Examples include rent, licence fees and interest to be paid on business debts.

Semi Fixed Expenses

Are costs that have a fixed component and a variable component such as infrastructure expenses (telephone line
rental and usage, electricity, water).

Your pricing should reflect the levels of these costs and cover your expenses at the very least. In the initial stages of
developing a business, profit levels may be low; however you should aim to increase the level of profit as your business
grows.

Types of Pricing

It is important to have a pricing strategy that is tailored to your target market. There are various ways of setting prices
as outlined in the following:

Small Business Incorporation & Management. Version. 1.0 25/12/09 Page73



Small Business Incorporation & Management ESBS

Mark-up pricing

Mark-up is the difference between the costs of producing and selling a product (fixed costs plus variable costs) and
the market selling price of the product. It is the difference between what you spend to produce the product and what
the customer spends to purchase it.

It is calculated as follows:
Fixed Cost per unit = Total Fixed Cost / Units Produced
Variable Cost per unit = Total Variable Costs / Units Produced

Selling Price = Fixed Cost per unit + Variable Cost per unit + Desired Profit Margin

Desired profit margin is the amount of profit you would like your business to make above your production costs. It
can be expressed as a percentage of the total costs.

Value-based pricing

Value-based pricing sells the product at the price based on the customer's perceived value of the product. A good
example where such a pricing system is used is on luxury items where the actual value is quite different from the
perceived value. For example, a luxury item may not actually cost nearly as much to make as what people are
prepared to pay for it.

It is important to note that this method of pricing is based on a sound understanding of how customers judge value
and may only be possible after a product has a strong reputation.

Target return pricing

Small Business Incorporation & Management. Version. 1.0 25/12/09 Page74



Small Business Incorporation & Management ESBS

Using this strategy, a business first determines what level of demand there is for the product and then identifies the
desired profit the business would like to make from the product. The price is calculated by dividing the total desired
profit by the expected level of sales. Therefore, by meeting the level of expected sales, a certain amount of profit will
be received.

Going-rate pricing

In the situation where the business is in a competitive market, the business charges the average price of what its
competitors are charging for a similar or the same product. This may be the case where there is only a small amount
of competition and the product is a necessity. It is sometimes in a business's best interest to not compete by
undercutting their competition.

Build your marketing plan

Strategy

Q1.Describe your pricing strategy and how it lines up with your market. Give answer
Q2.Why do you think this strategy will be effective? Give answer
Q3.How competitive is your product/service price compared with your direct competitors? Give answer

Premium Pricing
Use a high price where there is a uniqueness about the product or service. This approach is used where a
substantial competitive advantage exists. Such high prices are charge for luxuries such as Cunard Cruises, Savoy
Hotel rooms, and Concorde flights.

Penetration Pricing

The price charged for products and services is set artificially low in order to gain market share. Once this is achieved,
the price is increased. This approach was used by France Telecom and Sky TV.

Economy Pricing
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This is a no frills low price. The cost of marketing and manufacture are kept at a minimum. Supermarkets often
have economy brands for soups, spaghetti, etc.
Price Skimming

Charge a high price because you have a substantial competitive advantage.

However, the advantage is not sustainable. The high price tends to attract new competitors into the market, and the price inevitably
falls due to increased supply. Manufacturers of digital watches used a skimming approach in the 1970s. Once other

manufacturers were tempted into the market and the watches were produced at a lower unit cost, other marketing

strategies and pricing approaches are implemented.

Premium pricing, penetration pricing, economy pricing, and price skimming are the four main pricing policies/
strategies. They form the bases for the exercise. However there are other important approaches to pricing.

Psychological Pricing

This approach is used when the marketer wants the consumer to respond on an emotional, rather than rational
basis. For example 'price point perspective' 99 cents not one dollar.

Product Line Pricing

Where there is a range of product or services the pricing reflect the benefits of parts of the range. For example car
washes. Basic wash could be $2, wash and wax $4, and the whole package $6.

Optional Product Pricing
Companies will attempt to increase the amount customer spend once they start to buy. Optional 'extras' increase
the overall price of the product or service. For example airlines will charge for optional extras such as guaranteeing

a window seat or reserving a row of seats next to each other.

Captive Product Pricing
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Where products have complements, companies will charge a premium price where the consumer is captured.
For example a razor manufacturer will charge a low price and recoup its margin (and more) from the sale of the
only design of blades which fit the razor.

Product Bundle Pricing

Here sellers combine several products in the same package. This also serves to move old stock. Videos and CDs
are often sold using the bundle approach.

Promotional Pricing

Pricing to promote a product is a very common application. There are many examples of promotional pricing
including approaches such as BOGOF (Buy One Get One Free).

Geographical Pricing

Geographical pricing is evident where there are variations in price in different parts of the world. For example rarity
value, or where shipping costs increase price.

Value Pricing

This approach is used where external factors such as recession or increased competition force companies to
provide 'value' products and services to retain sales e.g. value meals at McDonalds.

Distribution

Distribution refers to the methods that you can implement in order to allow your customers to access or receive their
purchases. There are a number of options to choose from to distribute your products to customers including:

Direct distribution

Your business sells its products directly to customers through channels such as retail stores, markets, the internet,
direct mail orders, door to door sales and catalogues.
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Indirect distribution

Your business sells its product through some form of middleman who sells the product on behalf of the business. This
may be through retailers (such as department stores), wholesalers, agents (such as a real-estate agent) or a
distributor.

The distribution method you choose for your product will be dependant on a number of factors

such as cost and your target market. Each distribution method has positive and negative aspects so a thorough
cost-benefit analysis will go a long way in assisting you to make an informed decision.

Generally wherever possible it is good to be able to sell directly to customers. This is because when you introduce a
third party to the process, you are taking away some of your control over the customer experience. If your agent does
a poor job of distributing your product it can inflict a negative impact on your business. Indirect distribution may also
come with additional costs at either a fixed or performance based rate.

However, for some small or new businesses, this may be the only cost-effective way to get into the marketplace as
setting up your own process to directly sell to customers can result in high start up costs with significant associated
risk.

Build your marketing plan

Strategy

Q1.How will you get the product/service to the end-user and what channel of distribution will you use? Give answer

Q2.What systems will be implemented for processing orders, shipping and billing? Give answer

Competitive Strategies

Small Business Incorporation & Management. Version. 1.0 25/12/09 Page78



Small Business Incorporation & Management ESBS

Competitive strategies are the method by which you achieve a competitive advantage in the market. There are
typically three types of competitive strategies that can be implemented. They are cost leadership, differentiation and a
focus strategy. A mixture of two or more of these strategies is also possible depending on your business' objectives
and current market position.

Cost leadership

The aim of this strategy is to be a low-cost producer relative to your competitors and is particularly useful in markets
where price is a deciding factor. Cost leadership is often achieved by carefully selecting suppliers and production
techniques to minimise production, distribution and marketing costs. However you need to be aware of any serious
loss in quality that may render low cost ineffective.

Differentiation

A differentiation strategy seeks to develop a competitive advantage through supplying and marketing a product that is
in some way different to what the competition is doing. If developed successfully this strategy can potentially reduce
price sensitivity and improve brand loyalty from customers.

Focus strategy

This strategy recognises that marketing to a homogenous customer group may not be that effective a strategy for the
product the business is selling. Instead the business focuses its marketing efforts on a different selected market
segments. That is, identify the needs, wants and interests of the particular market segments and customise marketing
techniques to reflect those characteristics.

Advertising and Promotions

The main objective of advertising and promoting your products is to attract the attention of customers and
subsequently persuade them to purchase form your business. It is a way of communicating the benefits of your
products to your target audience. Similar to other areas of business, advertising involves setting clear goals
and

objectives.
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One of the benefits of advertising is that it gives you the opportunity to communicate a message to a large audience
at one time reducing the cost per contact. However, advertising can also be performed at a smaller and more
specialised scale to target a specific market.

Obviously, small business isn't able to compete with large corporations in terms of their marketing budget, so
cost-effective strategies are generally a good option in most cases. Some cost-effective advertising solutions
include:

Local Directories in both print and online.

Signage of vehicles, shop fronts, stationary and uniforms.

Displaying promotional material at community locations or at non-competitive businesses.
Advertising on the reverse side of receipts.

Radio, television and print advertisements.

Event sponsorship

= =4 -8 -4 8 9

If you have little knowledge of how to effectively manage the advertisement of your business, it may be a good idea
to seek independent advice from someone such as an advertising agency. While this may at first seem like an
expensive option, it may be better than investing your entire advertising budget into a strategy that fails to achieve
results for your business.

It is important to note that people who have been pleased by your customer service or product offering are likely to
pass on good comments to others. By managing good relations with your customers you are effectively using them to
advertise your business through word-of-mouth.

Build your marketing plan

Strategy

Q1.What is your advertising strategy, how does it support the desired positioning of your business? Give answer
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Q2.List and describe the forms of sales promotions you will use to help sell your product/service. Will this be
seasonal? Give answer

Q3.Why are these forms of sales promotions the most effective and how will they benefit your business? Give answer
Q4.What is the total cost of all your sales promotional efforts? Give answer

Q5.What is your strategy for achieving a positive image through public relations (PR)? Give answer

Q6.Why is this the most effective method and what are the benefits for your business? Give answer

Q7.Will you use external public relations agencies? Give answer

Q8.How will you minimise potential negative PR? Give answer

Q9.What is the total cost of all your PR activities? Give answer

Q10.Will you have a website for your business? If so will you have just simple promotion on the site or offer other
features such as online catalogues or online ordering? Give answer

Q11.Who will be responsible for developing, maintaining and ensuring that the website is being utilised effectively?
E.g. search engines optimisation and affiliate exchange programs. Give answer

Q12.What is the total cost of training your sales staff? Give answer

Q13.What training will be provided to assist staff in achieving sales objectives? Give answer

Q14.How does your advertising and promotion strategy reinforce the customer benefits available through your unique
selling proposition (USP)? Give answer

Q15.How does your advertising and promotion strategy focus your promotion efforts and spend on your identified
target market? Give answer

Q16.List and describe the forms of advertising you will use to promote your product/service and the frequency of the
advert? Give answer

Q17.List and describe the forms of direct mail you will use to promote your product/service. Will this be seasonal?
Give answer

Q18.Why are these forms of direct mail the most effective and how will they benefit your business? Give answer
Q19.What is the total cost of all your advertising efforts? Give answer

Q20.What sales method will you use (brokers, commissioned salespersons, etc)? Give answer

Q21.Why is this the most effective selling process, how will it benefit your business? Give answer

Q22.What tools will be provided to salespersons to assist in achieving sales? Give answer

Q23.Will you be offering incentives to salespersons for achieving set goals? If so, describe. Give answer
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Q24.What is the total planned cost of your online marketing efforts? Give answer

Goals and vision
When you're setting goals it's important to think big. But that doesn't mean you shouldn't make them measurable.

Show me the money ¢é and happiness too

A business owner in South East Queensland wanted to ramp up his business. He was asked what he wanted to get
out of being in business. He came up with the typical response 8 money 8 but when he drilled down into the issue,
he chose happiness as the endplay.

After some more Q & A, he finally latched a materialistic hook onto his happiness dream. That gave him a chance to
connect his big life goal to what is sometimes called a BMG or Big Measurable Goal.

What s your BMG?

A BMG requires thought and, inevitably, has to be put into words. Experts insist that dreams and goals be put into
print and dated, so you have something to shoot for in the future. You need to picture it! Those who believe in
visualisation would have you see it happening every day until it gets out of your head and becomes reality.

Aussie breaststroker Leisel Jones may have had gold at Beijing as her written down goal. (If so, she can tick that one
off.) Nicole Kidman might have one with Oscar playing a starring role; while Russell Crowe, more than likely, would
have his beloved Rabbitohs winning the NRL competition within three years.

This is all about your vision of what your business looks like. Your BMG creates a target and keeps you committed to
your goal.

Okay, thatodés enough of dreamland; | etds get back into
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Seven questions to help reach your goal

1. What do you sell, and how might that change as you grow?
2. How big are you right now? You can measure yourself on indicators such as sales, profit, business value and
employees.

3. Whatodés your current business growth? You can use sal es,

4. How many business locations can you see in the future?

5. How important are you in the market and where do you aspire to be in the future?

6. How long do you need to realise your vision? Some businesses shoot for a 10-year plan while others focus on
five years, or an even shorter timeframe.

7. How do you compete now and what will you have to do to make it happen? This goes to the heart of how you
make your BMG come true.

It takes two

Peter Drucker the great US business mind, taught us the ultimate lesson that business is essentially made up of two

thingsd i nnovation and marketing. Il tds simple, but spot on: i nnovate
daylights out of it. Use innovation again to mar ket smartly (and even cheaply) to
And you need a plan which has a purple cow 6wowd factor.
fiThe purple cow principled
The marketing guru, Seth Godin, says you have to make your business like a purple cow! When we go driving in the
country, the first cow is a blast and will thrill young children in particular. However, after 30 minutes cows become a
bor e, and hadpensté manwbhsineésses, with everyone touting predictable marketing messages.
A purple cow would really grab a bored travellerbd6s attenti on!
come true.
All tints and shades of purple
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But you doné6t only need to purple up your marketing. Take the colour
service and workplace practices, the look of the business, the efficiency of the operations and so on.

Remember, everything you do in business becomes advertising if a customer seesitd so don6t tol erate anything
connected to your business being second-rate.

Look at me!

A great question to make a dream come true is to continually ask: what can | do to stand out from the crowd of my
competitors?

Well, try completing this statement, which shows how to put your goal into words:

Aln five years ti me, we wi || sel | 6x06 products/ services, worth over
best business in the industry and our reputation will be the benchmark for all our competitors. However, we will never
be complac e nt . 0
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Finance

Welcome to the finance module!

Learn how to manage your finances effectively.
1 Raising Finance
1 Key Accounting Information
91 Cash Flow
1 Budgeting
I Taxation
1 Performance Indicators
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Raising Finance

This chapter is designed to assist you in assessing your business' financing requirements, identifying available
sources of finance and potential government grants and assistance. It also helps you to understand the typical
requirements you need to prepare for when applying for finance.

1 Assessing your Requirements
1 Sources of Finance
9 Grants and Assistance

1 Applying for Finance

Assessing your Requirements

When starting a business, one of the first and most critical points to address is identifying all the potential costs you
will face. These include both the start-up costs and the ongoing costs.
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Start-up costs are the initial outlays when setting up your business. These are one-off costs that occur before your
business begins trading. Typical start-up costs include shop fit-outs, factory and office setup, equipment and
machinery purchases, office supplies, business and other registrations, licence and permit fees, along with any legal

costs

Ongoing costs

Are the recurring costs necessary to run and maintain the business. These costs include items such as wages and
on-costs, mortgage/rent, electricity expenses, insurance and advertising costs.

It is also very important to consider including an allowance or "float" as working capital for the early stages where you

may not necessarily be generating enough revenue to cover all your costs.

Once you have obtained this information, you will be able to prepare a detailed budget that covers the start-up costs,
ongoing costs and initial working capital requirements so you can calculate your overall financing requirements.

To assist you in determining your total finance requirements, you can download a start-up cost calculator at finance.
gov.au.
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Build your marketing plan

Financial Plan

Q1.Develop a realistic start-up budget for your business. You may wish to use a start-up cost calculator. Give answer

Sources of Finance

There are various sources of finance, each with their own benefits and costs. It is important to carefully evaluate
your specific requirements and determine which sources of finance are best suited needs of your business.

Typical sources of finance include:

Personal savings
Credit cards

Friends and relatives
Angel Investors
Leases

Bank Loans
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Based on a review of your financing needs and the various costs and benefits of different sources available, you can
determine from which source to seek your finance.
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Financing the start-up of a business yourself by using your personal savings, taking out an equity loan on your home
or through credit cards is usually the easiest and sometimes the cheapest financing option. However investing your
own funds involves a level of personal risk that you need to carefully consider.

Obtaining finance from friends and relatives also presents a cheap and flexible alternative. However, it is important
to remember that involving friends and relatives as investors can get complicated and end up affecting your
relationship with them.

Business angel investors provide financing in return for an equity stake or a share in your business. Selling equity in
your business generally triggers various legal, taxation and accounting consequences|[1], so you may wish to seek
professional advice before accepting financing from an investor.

Leasing involves a financier purchasing the equipment that you require and then leasing it to you in return for regular rental
payments for the duration of the lease term. At the completion of the lease term, you are offered the option of purchasing the
equipment at an agreed residual value.

Bank loans are the most common source of funding for a small business. Examples of bank loans include:

Term loans: A loan paid back over an agreed period (term) where principal and interest are paid off in monthly
repayments.

Mortgages: used to finance the purchase of land and buildings. It is generally repaid by regular instalments including
principal and interest.

Bank overdrafts: borrowing up to a certain amount from your bank when the need arises, allowing for flexibility and
convenience.

Build your marketing plan

Financial Plan
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Q1.Assess the various sources of financing available for starting up your business. Give answer

Grants and Assistance

Grants and other funding programs are available from the federal, state and territory governments and in some
cases from local councils. Generally there are no grants available for starting a business, however, there are grants
and other assistance available activities such as expanding your business, training, research and development,
innovation and exporting

For information on available government funding programs visit:
1 Business.gov.au - Information on federal and state government grants and assistance.

1 GrantsLINK - Department of Infrastructure, Transport, Regional Development and Local Government; for
federal, state and local government grants and funding programs available for individuals, businesses and
communities

1 Connecting NSW - Business Programs and Grants, provides links to information on various government
grants

1 NSW Small Business - NSW Department of Regional and State Development, for information on NSW
government initiatives.

1 Innovation.gov.au - Department of Innovation, Industry, Science and Research, for information on federal
government initiatives.
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Applying for Finance

It is a good idea to research the different types of loans offered to small businesses by banks and other lenders. You
can compare interest rates, fees and terms as well as any other associated costs to find the best deal for your
business needs. It's also a good idea to look out for special offers, and don't be afraid to negotiate, the market for
finance is very competitive so it's worthwhile pushing hard to minimise your lending costs.

When you have decided to apply for a loan, be sure to accurately prepare all the necessary documents and
information that the bank or financial institution will require to process your application.

Loan applications require a lot of detail, including:[1]

The business - A short description of the business - its history, past achievements, products and services, number
of staff involved, location and a description of the premises, machinery, equipment, vehicles and other key assets.
For start-ups, describe the products and services you intend to provide, projected demand for your products/
services and your marketing plan.

Your history - Details of your own and other stakeholders' educational qualifications, business experience and past
achievements.

Amount and purpose of loan - The amount and purpose of the loan should be covered in detail, including how the
amount was arrived at.

Repayment - Clearly establish how the loan repayments will be made.

Financial statements - Sales and profit projections over the term of the loan and, if an existing business, current
balance sheet and the last three years' annual accounts. Include a monthly cash flow budget for the 12 months
ahead with the loan repayments included.

Security - Lenders usually seek some form of security from you, such as:
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9 assets such as real estate or shares in public companies;
9 surrender value of an insurance policy;
1 personal guarantees

You're more likely to succeed in your loan application if you provide a well researched and presented business plan
which includes:

9 your business goals and longer term objectives;
1 market research that supports your financial projections and proposed borrowings;
1 information systems you will put in place to allow you to monitor the business and respond to changes
9 affecting your projections
Using credit
Borrowing money is easy. ltés making the repayments that can sometim
about some of the pitfalls of using credit as well as ideas for managing your credit wisely and dealing with financial
stress.

Transfer of consumer credit regulation to the Commonwealth

In 2010 the Australian Securities and Investments Commission (ASIC) will take over responsibility for the regulation
of consumer credit and finance broking. For more information and updates on the transfer, please visit the Australian
Securities and Investments Commission website.

Dealing with financial stress
Using credit carefully
Problems with repayments
Interest free deals

Credit and debit cards
Credit fees and charges
Credit contracts

Mortgages
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1 Going guarantor or co-borrower
9 Credit Accounting Consultancy Trust Fund
1 Credit Laws

Dealing with financial stress

During the current economic climate you may find it difficult to cope with your financial situation. If you are having
trouble meeting your repayments or paying your bills you should do everything you can to prevent your car, home or
household goods from being repossessed.

Contact your lender or creditors straight away and try to negotiate alternative arrangements to make your
repayments. It is really important that you don't ignore the problem and hope that it goes away because if you leave
it, it will only get worse.

If your financial problems are temporary due to illness, unemployment or relationship breakdown you can apply to
have your payments suspended or varied due to personal hardship.

For more information on credit and debt problems, personal hardship and where to get help visit the Problems with
repayments webpage.

Maintaining a healthy cash flow

By Jessica Stanic from Dynamic Business

In tough economic times, many small businesses struggle to manage their cash flow adequately. Where they once

thought they were cruising along nicely, a bump appears in the road and they are thrown off course. All business

owners should undertake whatthe experts cal l a O0stress testod of the business and ha\
place to ensure the business survives bumps along the way.

So what does a O0stress testd6d involve and more importantly, what does
analyse your past, present and future cash flow position. It involves you, as the business owner, putting together

detailed reports covering off everything from key performance indicators, to cash flow forecasting and drawing up

hypot hetical o6éwhat if&é& scenarios to ensure you are prepared for anyt
procedure in your business.
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Every business owner must be proactive as opposed to reactive. The companies that get stuck in tough times are
those that start to work on a problem after it has already happened. By this time, their cash flow has already been
severely damaged and can take a long time to recover.

Financial warning signs

More often than not there are warning signs that all is not right in your business financially. Financial experts would
identify the following as evidence of poor cash flow:

Margin erosion

Overtrading

High gearing

Under capitalisation

Lack of cash flow forecasting

Trouble meeting GST & PAYG obligations
Need for regular capital/loans injections
Lack of financial information
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Poor cash flow prevention

Here are some suggestions for things you can do to prevent these scenarios from occurring in the first place.

The first step is to ask the hard questions in order to find an appropriate solution. In speaking with business recovery
experts, the most common questions a business owner should ask when it comes to maintaining a healthy cash flow
include:

1 What is the new break-even level for the business? How does this differ from the previous level?
1 Whatis the impact to revenue and earnings if you lose a major customer?
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1 What is your tipping point? For example, how far are you willing to go to maintain earnings and are you prepared to
lose customers in the process?

1 How is cash flow affected if debtors take extra days to settle their accounts?
f What changes will you require to your banking facilities and what
lending?
9 Are staff cuts needed and how will you deal with this?
1 Do you have the required cash flow to fund redundancies?
1 What overheads will you reduce and what measures will you take to preserve cash?
1 What do you have to do to meet ATO tax requirements?
By doing this, you will be able to react quickly if conditions change suddenly and show financers you are prepared for
any challenges that may ari se. By asking the 6what if6é questions and
minimise risk, you will be able to maximise the potential and opportunity for the business. As a direct result, key stakeholders
wi || have increased confidence in your companyds abilities and knowi

business when tough decisions have to be made.
Keeping your cash flow healthy

There are a number of things financial experts say you can do to ensure your cash flow remains healthy and stress
free. These can include:

1 Ensuring you have an accurate profit and loss balance sheet.

1 Ensuring your monthly financial statements are reviewed at least two weeks before the end of the month.

1 Compare how your actual cash results compares to your budgeted results. Is there a big gap? You must ask
yourself why this is and what factors have come into play. Have you overspent? When/where did this occur?

1 Prepare a bullet point list of what went well during the month and what areas need improvement.

1 Update your budgets for future quarters in advance so you have a clear position of where you are going.

1 Prepare a report each month that shows key performance indicators (KPIs) and monitor it regularly.

1 Quiz your business; preparing a relevance test will help you in figuring out areas of improvement are needed

in the business and what measures can be put in place to fix this.
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1 Ensuring all department heads work together and know what is going in and out of each department.

T Developing a departmental profit and sales report wild.l hel p you p
along with which departments are dragging.

T Examine external factors that may influence the businessd cash po

movements, average debtor days, material and labour cost movements, exchange rates etc.

f Monitor your mai ni efgctackanddebtonp et i t or s 6

1 Get to know your customers. Conversation rates are slipping and therefore it is vital to understand what
motivates your customers and what influences their buying decisions.

1 Keep your business offer innovative and fresh.

Cash flow is the | ifeblood of your Dbusiness. | f you see it in distre
prepared for the bumps in the road.
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Financial Planning

and support as well as a summary of different types of financial statements.

9 Liabilities and Equity
9 Assessing your Requirements
1 Types of Financing
1 Government Funding and Assistance
I Obtaining Finance
1 Profit and Loss Statement
i Balance Sheet
1 Cash Flow Statement
1 Budgeting
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Liabilities and Equity

Liabilities are any existing obligations that the business has to its creditors, which will ultimately result in the outflow
of assets or cash to another entity. Liabilities are classified into two categories:

Current liabilities are liabilities are due and payable within twelve months. These include accounts payable, wages
and rent.

Non-current liabilities are liabilities that are due and payable in a period over twelve months. An example is long-term
loans such as mortgage repayments.

Equity is what is left after deducting all the business' liabilities from its total assets. It is classified into two
categories:

Capital contributions are made by business owners. It is important to note that creditor's claims to your business'
assets take legal precedence over business owners. Hence, business owners take the ultimate risk when investing
in the business.

Retained earnings are from the business' previous profitable periods of operation. Start-up businesses don't have
this during their first year of operation.

Build your marketing plan

Financial Plan

QL1.Identify all assumptions regarding your liabilities and equity when preparing your business' projected financial
statements. Give answer
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Assessing your Requirements

When starting a business, one of the first and most critical points to address is identifying all the potential costs you
will face. These include both the start-up costs and the ongoing costs.

Start-up costs are the initial outlays when setting up your business. These are one-off costs that occur before your
business begins trading. Typical start-up costs include shop fit-outs, factory and office setup, equipment and

machinery purchases, office supplies, business and other registrations, licence and permit fees, along with any legal
costs.

Ongoing costs are the recurring costs necessary to run and maintain the business. These costs include items such
as wages and on-costs, mortgage/rent, electricity expenses, insurance and advertising costs.

It is also very important to consider including an allowance or "float" as working capital for the early stages where you
may not necessarily be generating enough revenue to cover all your costs.

Once you have obtained this information, you will be able to prepare a detailed budget that covers the start-up costs,

ongoing costs and initial working capital requirements so you can calculate your overall financing requirements.

To assist you in determining your total finance requirements, you can download a start-up cost calculator at finance.
gov.au.

Build your marketing plan

Financial Plan

Q1.Develop a realistic start-up budget for your business. You may wish to use a start-up cost calculator. Give answer

Types of Financing

There are two main sources of finance:
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Equity Financing - money invested into your business in exchange for a share in its ownership.

Debt Financing - usually in the form of a loan where the principal amount borrowed and interest accumulated on the
loan needs to be paid.

There are a number of sources of equity finance available to business. This includes:

Friends and Relatives: people that you personally know invest into the business to lend assistance.

Angel Investors: wealthy individuals who lend their personal finances to a business in return for a share in its
ownership.

Venture Capital: applications to professionally managed third parties such as a superannuation fund who
lend finance based on a good business plan.

= =4 =8 -8 =9

There are also a range of opportunities to secure debt financing such as:

Leasing: hiring out equipment for a regular fee for the duration of the lease term, with no outlay to actually
purchase equipment.

Term Loans: paid back to a financial institution over an agreed period.

Credit Cards: easy to acquire financial institution loans that carry high interest rates.

Bank Overdrafts: where you withdraw more than your account contains, with interest calculated on your
outstanding balance.

Commercial Bills: short term loans where the amount must be paid in full upon reaching expiry.

Loan Programs: short term loans set up to assist small business with initial start up expenses.

Trade Credit: deferred payment of goods and services purchased form a supplier.
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For more information on financing, visit:

9 Australian Association of Angel Investors
1 NAB Microenterprise Loans
1 ANZ: The SB Hub
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Build your marketing plan

Financial Plan

Q1.1dentify your key financial objectives. Give answer

Government Funding and Assistance

Government grants and assistance are available for those wanting to start a business and those already in business.
These grants are made available to encourage people who may not have the funds to start their own business.
They also help to stimulate economic growth and business development around the country.

There is an emphasis on giving people wanting to start their own innovative business venture an opportunity to do
so. Funding and programs can come from federal, state and territory levels of government and, in some instances,
from local councils. There are grants available for people from low socio-economic backgrounds, young people,
indigenous Australians, innovative businesses, etc.

For information on the various government grants visit:

1 Business.gov.au - connects you to an extensive list of federal and state government grants and assistance

and information relevant to each.
1 Grants LINK - Department of Infrastructure, Transport, Regional Development and Local Government.
1 Connecting NSW - Government Programs and Grants for business.

For more information on the various NSW government small business training and support initiatives available to
businesses visit:

1 NSW Small Business - NSW Department of Regional and State Development.
9 Australia.gov.au - Australian government
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Obtaining Finance

To maximise the chances of your financing application being successful it is important that you carefully plan your
application and get well prepared to answer questions about your business and yourself.

Traditionally bankers look at the four criteria when assessing the risks associated with lending you money:

Character - involves collecting personal details about who you are. It includes details about your business skills,
professionalism, you knowledge and experience within the industry, and your ability to manage a business.

Credit - involves collecting details about your credit history

Collateral - involves determining the assets that can be used as security for your loan.

Cash flow - Your ability to pay back the loan

A well prepared business plan and a collection of your personal information regarding these criteria can significantly
support your loan application as it demonstrates the amount of thought you have put into your business. To further
contribute to the application of your loan you should have information about the following:

Finance Required: Determine how much you require to start the operation of your business. Consider in your
calculation amounts for operating costs for the first few months of business operation, equipment purchases and
business start-up.

Business Type: This entails describing your business and providing details about the market you will be
selling too, associated market research, pricing structures, business goals as well as proposed products and
services your business is going to sell.
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History: When raising debt financing you need to ensure you address your past character (previous experience,
skills, etc), credit history and any collateral you possess.

Usage of Finance: This involves justifying the amount of investment your business requires. To do this you should
project budgets into the coming years, prepare cash flow statements and profit and loss statements as well as a list
of current and intended creditors.

Finance Repayment: This involves clearly establishing how the investment will be repaid, in what timeframe and to
what conditions. A list of personal assets that could be used as security for the loan should also be included.

Build your marketing plan

Financial Plan

Q1.Assess the various sources of financing available for starting up your business. Give answer

Profit and Loss Statement

A Profit and Loss Statement (also known as an Income Statement or a Statement of Financial Performance),
communicates the profitability of your business in a particular financial period. The profit and loss statement
consists of three main elements:

Income: Represents all inflows of economic benefits into your business. It consists of revenue and gains.
Revenue is the inflows that result from general business activities and investments, such as sales or interest
received. Gains are inflows that result from the sale of business assets.

Cost of Goods Sold: The total cost of inventory that is sold during the period.

Expenses: Effectively, this is all business outgoings incurred during the period, other than the distribution of income
or assets to the owners of the business. Examples include sales and distribution expenses, business administration
expenses, and financing expenses such as interest paid to business creditors.
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In brief, the profit and loss statement is calculated as follows:
Net profit = (Revenue - COGS) + Gains - Expenses

If income exceeds expenses the business will have made a profit. On the other hand, if expenses exceed income,
the business would have suffered a loss for the period.

To assist you in developing your profit and loss statements, you can download the following sample
templates:

12 month profit and loss statement

5 year profit and loss statement

Build your marketing plan

Financial Plan

Q1.Prepare a 12 month and 5 year profit and loss statement for your business. You can download sample templates
here. Give answer

Balance Sheet

The balance sheet (also known as the Statement for Financial Position), provides you with the "net worth" of your
business' assets and liabilities at a certain date. It is useful when evaluating the efficiency of your business in using
its financial resources for operating purposes. To summarise how a balance sheet is calculated is the accounting equation:

Equity = Assets - Liabilities

The balance sheet consists of the following three main elements:
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Assets: Assets are items that your business owns with commercial value. For example, business equipment, bank
accounts or inventory.

Accumulated Depreciation: is used as a contra-asset account to non-current assets. It reflects the amount
consumed of a non-current asset to date.

Liabilities: A liability is any existing obligation the business has to its creditors.

Assets and liabilities can be further classified into current and non-current.

As a rule of thumb, current means those assets and liabilities held for less than 12 months, and non-current are
those assets and liabilities held by the business for over a 12 month period. However, this may change to suit your
business's business cycle.

Equity is the leftover amount after deducting all the business' creditors' claims in the forms of liabilities to business
assets from total assets. The business creditor's claims to your business' assets take legal precedence over
business owners' claims.

To assist you in developing your balance sheets, you can download the following sample templates:

12 month balance sheet
5 year balance sheet

Build your marketing plan

Financial Plan

Q1.Prepare a 12 month and 5 year balance sheet for your business. To ensure accuracy and consistency, the
figures should be taken from your profit and loss statements. You can download sample templates here. Give answer

Projected 5 Year Balance Sheet
For BUSINESS NAME
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As at DATE

Current Assets
Cash at bank
Petty Cash
Inventory
Accounts Receivable
GST Outlays
Other current asset
Other current asset
Other current asset
Total Current Assets

Non-Current Assets
Equipment and Machinery
Land and Buildings
Leasehold
Investments
Goodwill
Trademark, Patents etc.
Other non-current asset
Other non-current asset
Other non-current asset

Total Non-Current Assets

Total Assets

Current Liabilities
Accounts Payable
Interest Payable
GST Collections
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Superannuation
PAYG Withholding
Other current liability
Other current liability
Other current liability
Total Current Liabilities

Non-Current Liabilities
Mortgage payable
Loan from owner
Other non-current liability
Other non-current liability
Other non-current liability
Total Non-Current Liabilities
Total Liabilities

Net Assets

Equity
Business Owner, Capital
Retained Profits
Other Equity
Other Equity
Other Equity
Total Equity

Note: Net Assets should equal Total Equity
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What is Cash Flow?

Cash flow is the measure of money flowing in and out of your business at any given time. In an ideal business cycle,
you will always have more cash flowing in than flowing out. The reality is however, that most businesses have to
produce or deliver goods/services to their customers while also paying their staff and suppliers before they get paid
themselves.

This lag in payments in and payments out is often a major challenge for businesses and how well it is managed is
critical to the business' immediate financial health and long term sustainability.

The task of managing cash flow is increased in complexity as the number of transactions and amounts of money
involved grows, also resulting in greater impacts for the business if it is not managed well.

As a simple test, a sign of a healthy cash flow is always having cash available to pay all wages and bills on time.
When businesses cannot do this, they can face a "cash crisis". In this situation they can have trouble accessing
supplies and potentially disrupt their operations and ability to generate revenue.

Cash inflows are any receipts of cash to a business and can include:

payment for goods or services from your customers
receipt of a bank loan

interest on savings and investments

shareholder investments

tax returns
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Cash outflows are any cash outgoings and can include:

1 purchase of stock, raw materials or equipment
1 wages, rents and daily operating expenses

1 loan repayments

1 income tax, payroll tax and other taxes
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9 asset purchases.

Cash Flow Statement

The statement of cash flows represents the cash inflows and outflows from the business' activities for the reporting
period. Cash inflows represents all the cash the business receives during the period and cash outflows are all the
cash the business expends during the period.

The statement of cash flows communicates important information regarding the businesses:

Ability to pay creditors on time

Ability to receive cash from debtors on time

Ability of the business to generate a positive cash flow (where cash inflows exceed cash outflows)
To establish the business's need for external financing.

= =4 =4 =

When the closing balance figure is negative this means that there is a negative cash flow, with cash outflows
exceeding the inflow of cash into the business.

To assist you in developing your cash flow statements, you can download the following sample templates:
12 month cash flow statement

5 year cash flow statement

Build your marketing plan

Financial Plan

Q1.Prepare a 12 month and 5 year cash flow statement for your business. To ensure accuracy and consistency, the
figures should be taken from your profit and loss statements and balance sheets. You can download sample
templates here. Give answer
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Cash Flow Forecasting

Cash flow forecasting enables you to predict peaks and troughs in your cash balance. It uses estimated or real
figures and shows the expected flow of cash in and out of your business as well as predicting the bank balance at
the end of each month.

For business planning purposes, a cash flow forecast can be used for both short and long term forecasting.

Cash Flow Management

You can effectively manage cash flow and the often resulting lag between payments in and payments out by
introducing a cash flow management system.

This does not have to be a complicated system but simply a list of
steps as per the following that you always undertake to help minimise the lag period and avoid the potential for a
cash crisis.

These simple steps can include the following;

1 ask your customers for shorter payment terms at the time of sales negotiations
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1 seek contract down payments and payment in advance for major material purchases
1 get bills out quickly and chase debts promptly and firmly

1 consider offering a small discount for prompt settlement of bills

9 ask for extended credit terms with suppliers

9 order less stock but more often

91 lease rather than buy equipment

1 review the profitability of your selling prices

Other steps you can implement to help you manage your long term cash flow include;

1 Keep cash flow forecasts up-to-date: ensure that your forecasts are up-to-date and accurate, and where
possible, use actual figures (not budgeted). If you come across any changes in your forecast, always update
it quickly.

1 Be aware of changing market & external conditions: this means you need to be conscious of any changes
that may affect your business such as changes in demand, increased competition and new technologies,
rising interest rates, economic downturns etc.

1 Avoid over-investing: while using extra cash to purchase assets for your business can improve productivity
and competitiveness, it can be very useful to retain backup funds to cover any unexpected costs that may
arise, such as repairs for breakdowns of equipment.
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Manage inventory: purchasing supplies in bulk may increase savings, however, having excessive amounts of
stock may tie up that can be better used elsewhere.

Credit management

While providing attractive credit terms can be popular with customers, it can also place pressure on your cash flow
by extending the lag between payments in and payments out. You also need to manage the risk of missed debtor
payments, aging debts and credit default as each of these can have severe implications for your cash flow.

A credit management system can incorporate a range of measures to minimise the overall amount of money a
business has tied up with debtors. These can include well defined credit policies, preventative measures to minimise
the risk of credit defaults, incentives for on-time or early payment and reasonable credit terms and conditions.

The following points can be incorporated into your credit policy and followed prior to providing credit:
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Conduct a credit check on new clients
Ensure that your credit policy and conditions are clearly explained to your clients
Ensure all agreements, including the conditions of credit, are made in writing and signed

If practical, collect a deposit or pre-payment before supplying goods/services. Alternatively you may collect
progress payments to reduce the risk of bad debts.

Implement a structured practice for following up overdue debts. In the first instance, this may involve making
a phone call, visiting your clients or sending a polite reminder letter.

You should remember that you are not obliged to provide credit to risky clients.

Debt Collection

If you still incur bad debts after having implemented credit management strategies, you may pursue payment
through any of the following methods:

1. Consultation

ESBS
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2. Letter of demand
3. Legal proceedings

It can be advantageous to exhaust all options (such as consultation and letter of demand) before attempting to
recover debts through legal proceedings as this can as it may be complicated, costly, and time consuming.

How to Write a Cash Flow Statement

A cash flow statement is one of a business' main financial statements, along with the balance sheet and income
statement. It focuses on the sources and uses of cash through operating, investing and financing activities.
Activities that result in the receipt of cash are cash inflows, and activities that result from the spending of cash are
cash outflows.

A cash flow statement is divided into three sections:

9 Cash flow from operating activities - cash inflows and outflows resulting from day-to-day business
operations, including the collection of cash from sales and payment of expenses.

1 Cash flow from investing activities - result from the purchase or sale of
the business's non-current assets, that is, assets owned for longer than 12 months.

1 Cash flow from financing activities - any financing activity that changes the size and compaosition of the
business' long-term financing structure. This includes repayments of the principal on the business mortgage
or capital contributions the business owner has made to the business.

You can prepare a Cash Flow Statement for your business by following the structure below:
Cash flow from operating activities

Receipts from customers
Payments to suppliers
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Payments to employees

Interest payments

Interest received

Taxes paid

Net cash flow from operating activities

Cash flow from investing activities
Purchases of equipment

Purchases of property

Proceeds from sale of equipment
Proceeds from sale of property

Net cash flow from investing activities

Cash flow from financing activities

Proceeds from borrowings

Payments of borrowings (repayment of principal)
Investment into business

Drawings from business investment

Net cash flow from financing activities

Net increase (decrease) in cash held

Cash at beginning of period
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Cash at end of period

To assist you in developing your cash flow statements please see the supplied excel templates

12 month cash flow statement

5 year cash flow statement

Build your marketing plan

Financial Plan

Q1.Prepare a 12 month and 5 year cash flow statement for your business. To ensure accuracy and consistency, the
figures should be taken from your profit and loss statements and balance sheets. You can download sample
templates here. Give answer

Projected 5 Year Statement of Cash Flows
For BUSINESS NAME

For the period ending DATE

Cash flow from operating activities
Receipts from customers
Payments to suppliers
Payments to employees
Interest payments
Interest received
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Taxes paid
Other
Other
Net cash flow from operating activities

Cash flow from investing activities
Purchases of equipment
Purchases of property
Proceeds from sale of equipment
Proceeds from sale of property
Other
Other

Net cash flow from investing activities

Cash flow from financing activities
Proceeds from borrowings
Payments of borrowings (repayment of principal)
Investment into business
Drawings from business investment
Other
Other
Net cash flow from financing activities

Net increase (decrease) in cash held
Cash at beginning of period
Cash at end of period
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Strategic Planning

Strategic planningisano r g a n i speotess®frdéfining its strategy, or direction, and making decisions on allocating its resources to pursue this
strategy, including its capital and people. Various business analysis techniques can be used in strategic planning, including SWOT analysis
(Strengths, Weaknesses, Opportunities, and Threats ), PEST analysis (Political, Economic, Social, and Technological), STEER analysis (Socio-
cultural, Technological, Economic, Ecological, and Regulatory factors), and EPISTEL (Environment, Political, Informatic, Social, Technological,
Economic and Legal).

Strategic planning is the formal <consi der aannhingmeals With at reasionegohthree ey tjuestiomsd s

1. "What do we do?"
2. "For whom do we do it?"
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3. "How do we excel?"
In business strategic planning, the third question is better phrased "How can we beat or avoid competition?". (Bradford and Duncan, page 1).

In many organizations, this is viewed as a process for determining where an organization is going over the next year or more -typically 3 to 5 years,
although some extend their vision to 20 years.

In order to determine where it is going, the organization needs to know exactly where it stands, then determine where it wants to go and how it will get
there. The resulting document is called the "strategic plan."

It is also true that strategic planning may be a tool for effectively plotting the direction of a company; however, strategic planning itself cannot foretell
exactly how the market will evolve and what issues will surface in the coming days in order to plan your organisational strategy. Therefore, strategic
innovation and tinkering with the 'strategic plan' have to be a cornerstone strategy for an organization to survive the turbulent business climate.

Contents

1 Mission, vision and values

2 Mission statements and vision statements
3 Methodologies

4 Situational analysis

5 Goals, objectives and targets

E R ]

Mission, vision and values

Mission: Defines the fundamental purpose of an organization or an enterprise, basically describing why it exists and what it does to achieve its Vision.
Mission may be long term as well as for short term for any organisation. A corporate mission can last for many years, or for the life of the organization
or may change as per the demand of the organisation mission varries. It is an objective with a timeline, but rather the overall goal that is accomplished
over the years as objectives are achieved that are aligned with the corporate mission.

What one intends to do or achieve; aim.
Vision: Defines the desired or intended future state of an organization or enterprise in terms of its fundamental objective and/or strategic direction.

Vision is a long term view, sometimes describing how the organization would like the world in which it operates to be. For example a charity working
with the poor might have a vision statement which read "A world without poverty"
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It is sometimes called a picture of your company in the future. Your vision statement is your inspiration, the framework for all your strategic planning.
"Where do we want to go?"

Values: Beliefs that are shared among the stakeholdersof an organi zation. Values drive an organi ¢

Strategy: Strategy narrowly defined, means "the art of the general” (from Greek stratcgos). A combination of the ends (goals) for which the firm is
striving and the means (policies)by which it is seeking to get there.

Mission statements and vision statements

Organizations sometimes summarize goals and objectives into a mission statement and/or a vision statement Others begin with a vision and
mission and use them to formulate goals and objectives.

While the existence of a shared mission is extremely useful, many strategy specialists question the requirement for a written mission statement.
However, there are many models of strategic planning that start with mission statements, so it is useful to examine them here.

1 A Mission statement tells you the fundamental purpose of the organization. It defines the customer and the critical processes. It informs you
of the desired level of performance.

1 A Vision statement outlines what the organization wants to be, or how it wants the world in which it operates to be. It concentrates on the
future. It is a source of inspiration. It provides clear decision-making criteria.

An advantage of having a statement is that it creates value for those who get exposed to the statement, and those prospects are managers,
employees and sometimes even customers. Statements create a sense of direction and opportunity. They both are an essential part of the strategy-
making process.

Many people mistake vision statement for mission statement, and sometimes one is simply used as a longer term version of the other. The Vision
should describe why it is important to achieve the Mission. A Vision statement defines the purpose or broader goal for being in existence or in the
business and can remain the same for decades if crafted well. A Mission statement is more specific to what the enterprise can achieve itself. Vision
should describe what will be achieved in the wider sphere if the organization and others are successful in achieving their individual missions.

A mission statement can resemble a vision statement in a few companies, but that can be a grave mistake. It can confuse people. The mission
statement can galvanize the people to achieve defined objectives, even if they are stretch objectives, provided it can be elucidated in SMART
(Specific, Measurable, Achievable, Relevant and Time-bound) terms. A mission statement provides a path to realize the vision in line with its values.
These statements have a direct bearing on the bottom line and success of the organization.
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Which comes first? The mission statement or the vision statement? That depends. If you have a new start up business, new program or plan to re
engineer your current services, then the vision will guide the mission statement and the rest of the strategic plan. If you have an established business
where the mission is established, then many times, the mission guides the vision statement and the rest of the strategic plan. Either way, you need to
know your fundamental purpose - the mission, your current situation in terms of internal resources and capabilities (strengths and/or weaknesses) and
external conditions (opportunities and/or threats), and where you want to go - the vision for the future. It's important that you keep the end or desired
result in sight from the start

Features of an effective vision statement include:

Clarity and lack of ambiguity

Vivid and clear picture

Description of a bright future

Memorable and engaging wording

Realistic aspirations

Alignment with organisational values and culture
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To become really effective, an organisationalvi si on st atement must (the theory states) becom
have the responsibility of communicating the vision regularly, creating narratives that illustrate the vision, acting as role-models by embodying the
vision, creating short-term objectives compatible with the vision, and encouraging others to craft their own personal vision compatible with the
organisationdéds overall wvision. I n addition, missi o@anesterrmtagsessment.sThernemal
assessment should focus on how members inside the organization interpret their mission statement. The external assessment 8 which includes all of
the businesses stakeholders § is valuable since it offers a different perspective. These discrepancies between these two assessments can give
insight on the organisationés mission statement effectiveness.

Another approach to defining Vision and Mission is to pose two questions. Firstly, "What aspirations does the organization have for the world in which
it operates and has some influence over?", and following on from this, "What can (and /or does) the organization do or contribute to fulfill those

aspirations?". The succinct answer to the first question provides the basis of the Vision Statement. The answer to the second question determines the
Mission Statement.

Methodologies
There are many approaches to strategic planning but typically a three-step process may be used:

1 Situation - evaluate the current situation and how it came about.
1 Target - define goals and/or objectives (sometimes called ideal state)
1 Path - map a possible route to the goals/objectives
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One alternative approach is called Draw-See-Think

Draw - what is the ideal image or the desired end state?

See - what is today's situation? What is the gap from ideal and why?

Think - what specific actions must be taken to close the gap between today's situation and the ideal state?
Plan - what resources are required to execute the activities?

=A =4 =8 =4

An alternative to the Draw-See-Think approach is called See-Think-Draw

1 See - what is today's situation?
1 Think - define goals/objectives
1 Draw - map a route to achieving the goals/objectives

In other terms strategic planning can be as follows:

Vision - Define the vision and set a mission statement with hierarchy of goals and objectives
SWOT - Analysis conducted according to the desired goals

Formulate - Formulate actions and processes to be taken to attain these goals

Implement - Implementation of the agreed upon processes

Control - Monitor and get feedback from implemented processes to fully control the operation

=A =4 =8 -8 -4

Situational analysis

When developing strategies, analysis of the organization and its environment as it is at the moment and how it may develop in the future, is important.
The analysis has to be executed at an internal level as well as an external level to identify all opportunities and threats of the external environment as
well as the strengths and weaknesses of the organizations.

There are several factors to assess in the external situation analysis:

Markets (customers)
Competition

Technology

Supplier markets

Labor markets

The economy

The regulatory environment

NouprwdbE
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