Part three: the handbook

The enterprise plan: a business plan outline
Social enterprises must have effective business planning so they can identify market
opportunities, estimate their sales/volume targets, budget and convince stakeholders of
the value of the enterprise.
Why write a business plan?
An enterprise without a business plan is
like working in the dark - you can’t see
what you’ve got or where you’re going.
And if you don’t know where you’re
going, how are you going to get there?
The business planning process involves
writing a plan, which requires the
stakeholders to commit to the venture,
identify priorities and devise strategic
goals to meet targets. The plan is similar
to a jigsaw puzzle: there is a whole
picture but each component is small and
interlocking.

“A business plan is a tool for your
enterprise.”
Put simply, it is a snapshot of the
enterprise. It outlines what the enterprise
is about, who is involved, what it aims
to do and how it will do it. This includes
financial plans and marketing strategies.
As well as being a useful document for
the people running the enterprise, it is a
vital tool for convincing others to provide
financial support.

“... if you don’t know where you’re going,
how are you going to get there?”
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How do you use your business plan?
Externally
The business plan serves to convince potential supporters that the enterprise is worthy of investment
and/or custom.
To gain financial support (including grants), the plan must:
• convince potential supporters that the enterprise is credible and has the potential to provide
a return on the investment
• present a credible team by showing that the individuals and the organisation have the
capacity to manage and market the enterprise and
• identify competitive advantage and market opportunity to convince local authorities, funders,
and its own community that its product/service is as good as any other on the market and
its quality is consistent.
Internally
The business plan is your tool for running the enterprise. It is not a static document, but one which
you refer to and add to as the enterprise evolves. Some of the ways you may use it include:
• To remain focused on the vision and values
A social enterprise’s core values are intrinsically linked with the desire of its stakeholders to
participate in it. Its aims and objectives must be balanced. For example, it’s social or
environmental aims must balance with its financial goals. This is what maintains the
commitment of key stakeholders - individuals, community organisations, government bodies,
and commercial operators.
• To keep track of objectives and goals
The business plan should clearly state the enterprise’s objectives and how it will measure
their success. Each objective is a step towards a short, medium or long–term goal.
• To monitor the enterprise’s progress
As the enterprise grows, you can refer to the plan to see how closely it is progressing to
estimated growth/sales/profits etc. For example, you can measure sales in terms of cash or
units over a particular time frame.
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Getting started
Before you begin, there are a few basic questions you need to ask yourself:

• What is your enterprise?

• What is the product/service?

• What is the structure of the organisation?

• Who is the market?

• When are sales expected?

You will need to decide the time frame of the document. A business plan should be upgraded
regularly. It should cover at least the first year but no more than five years.

Research
Importantly, the key focus for any business is the market it serves. You can have the best product
in the world but if you don’t have a market you don’t have a business.
You should take some time to understand your customers: what are their needs, wants and
expectations of your product/service?
The best way to find this out is through research. Not only will this make your business plan
accurate, but it will provide ongoing information regarding the products/services you are offering
and the customers you are serving.
Market research is the gathering and analysing of information so you can make informed
decisions. While it cannot predict the future, it is a planning tool that will help you identify your
present position and predict possible future options.
You need market research to:
• identity whether there is a need for your business - is there a demand for the product
service
• know who the customers are - what is their preference and how can you modify your
product/service to match their needs
• compare your business to your competitors and consider industry trends
• identify which products/services will gain entry and acceptance into the market and where
new opportunities lie.

Scope of market research information
Market structures
Major players
Branding
Distribution structure
Trends in market position held
The market
Total market size
Customer profiles
Customer needs
Market segmentation
Trends

Customer perceptions
Underlying needs
Perception of brands
Perception of suppliers
Perception of retailers

Market
research

Products/services
What is available
Usage patterns
Differentiation
Linkage to market
Innovation and life cycle Advertising/promotion
Customer satisfaction
Campaign planning
Creative development
Promotion evaluation
Sales activity planning
Media data

Pricing
Current price structures
Past trends
Price sensitivity
Effects of price change

New product/service
development
Unsatisfied needs
Acceptance of new
Communication
Branding of new

Distribution/retailing
Distribution levels
Sales at retail levels
Types of outlets
Retailer requirements
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The scope of market research is as broad as the enterprise that influences it. Research could
focus on:
• the specifications of product/service
• the relationship of product/service to customer needs
• the price structures and sales forecasts
• distribution methods
• market definition and segmentation
• advertising and promotion.
See figure on previous page.

Types of research
Secondary (desk top) research
This research is compiled from existing published data. It provides information from reliable,
timely and appropriate sources on market size, growth, trends of potential customers/
competitors and their activities. The data collected tends to be quantitative and sources may
include:
• Australian Bureau of Statistics (ABS)
• trade and professional associations
• government departments
• local councils
• regional and business development boards/corporations
• chambers of commerce and industry
• employers associations
• unions
• consumer organisations
• libraries (government publications section)
• documents such as: newspapers, trade journals, magazines, Yellow Pages, government
publications.

Primary research
This is specific research that you carry out to further understand your market and how your
enterprise serves it. It tends to be qualitative research, and attempts to see what motivates
consumers and what experiences they have.
Primary research can take many forms:
• observation techniques - documenting the activities of competitors or models
• focus group meeting - a group of potential customers interpret a product/service/campaign etc
• survey/questionnaire - mail, telephone or face-to-face surveys.
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Presentation
Your business plan is often the first contact
your enterprise has with a potential supporter.
Remember, you have only one chance to
make a first impression.
You business plan should reflect the quality of
your enterprise and the attention your team
has put into the project.
When you are writing the business plan,
remember, it is not a literary document. Use
short, simple sentences and dot points – this
will make it easy to read and to look up details
quickly.

The plan does not have to follow any standard
business plan format but should at least
contain the following information:
• title page identifying the promoters of
the project and a contact for further
reference
• executive summary
• introduction and overview
• marketing plan
• management and production plan
• financial plan
• clear headings.
The size of the document may vary depending
on the complexity of the project, however a
guideline would be:
• executive summary - one page (maximum)
• introduction and overview - two pages
• marketing plan - two/three pages
• management and production plan - two/
three pages
• financial plan
• general - one/two pages
• sales/volume projections - one page
• profit and loss - one page
• cash flow - one page.
Importantly, the plan should reflect a sense of
excitement and enthusiasm for the project and
its potential. A business plan may be a dry
document but the energy of the promoters will
help build confidence in others about the
venture.

Now you are ready to begin...
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The business plan explained
The following is a brief business plan outline, the outline my be used as a template. At first
the language may seem strange - please refer to the glossary if you have difficulty.
The first section is a brief explanation of the plan’s requirements; the second section is a
possible template. The dot points are for your reference as possible headings for subparagraphs - not all of them will be relevant to your venture, so use the ones that are and
delete those that aren’t.
Please note, there are entire books devoted to writing business plans. This outline is
designed only as a user-friendly guide to the basics. You may need additional help from
time to time - contact any of the business services listed in the useful references section of
this book.

“The plan is similar to a jigsaw puzzle:
there is a whole picture but each component
is small and interlocking.”
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Executive summary
The executive summary is the first section of the plan, it is a synopsis of
what makes the enterprise distinctive and the major issues that will make it
successful in a competitive market.
Although the executive summary comes first in the plan, you should write it only after the plan is
complete - that way, you will have all the information you need. Its purpose is to summarise the
enterprise and why it will succeed. It should make the enterprise sound so good that the reader
wants to read the rest of the plan.
There are no hard and fast rules about what it should include, although it might discuss:
• the purpose of the plan - problem and solution
• the product/service description
• a summary of any offers to the investor, sponsor, stakeholder or target organisation
• an outline of the organisation and/or project promoters
• an outline of the market opportunity/ies being exploited
• an overview of the project as a social change vehicle
• an overview of the project as an investment vehicle
• highlights of financial data and performance projections.
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Introduction: Enterprise overview
The introduction reads a little like a contents page because it simply sets the scene for
what follows. Like the executive summary, this section provides the key information about
the enterprise, who is behind it, the trends and market environment, and what research
has been done to draw those conclusions.
Business name and incorporation

Competitive advantage

This section clearly shows what your
business name is and that you have the
appropriate registrations and incorporations. (To register your business you
will need to pay a fee. You can do this at
the relevant business registrars in each
state. Company registrations are available
through the Australian Securities and
Investment Commission.)

Explain why a customer would choose
your enterprise over your competitors’.
This section should show that you
understand the market perspective

Stakeholders
List the promoters of the project and
describe their personal details: highlight
their qualifications, experience and
passion for the project. Further details may
be presented as an appendix.

Services/products features
List the products or services offered by the
enterprise, with a very brief description of
each, preferably in dot points. These
products and services are the tangible
features of the business that are provided
to the customer for a fee.

Vision/values/objectives
This is the measurable rationale as to why
you are in business, what you (or the
stakeholders) want to get out of the
enterprise, and how long it will take.

Services/products benefits

• Vision is the major, long-term goal of
the enterprise. A vision is a realistic,
planned wish with a set timeframe.
• Values are a collection of statements by
the stakeholders as to why they are in
business and who they are serving.
Values ensure the social and environmental components of the enterprise
are attended too, particularly if
conflicts arise in the future between
its social and business objectives.
• Objectives are the steps to the
vision. Objectives are multiple and
also measured in terms of time.
They include:
• business objectives that are
quantified, such as product units
sold, numbers of clients, advertising
expenditure to sales.
• financial objectives that are quantified
in terms of short, medium and longterm cash performance, return on
investment, ratios of costs to sales etc.

List the tangible features and intangible
benefits of the products and/or services
offered by the enterprise. These features/
benefits identify what the customer gets
for their money and shows your
understanding of why the customer is
buying it and why they should buy from
you instead of your competition.

Customers
Profile your primary customers by listing
their requirements. If you know who your
customers are, name them. A new
enterprise will need to provide a general
outline of their customers: their needs,
preferences and characteristics. This
information must be based on customer
research and analysis of the data to
formulate the principal target market.
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Project concept and development
Description of the products or services offered, and how they will be developed and
delivered to the customer.
Product/service description
A description of the product or service that will be provided and
the essential features that apply to the market.

Markets and typical users
A description of who the customer is and how the product/
service will be provided to them.

Development of product/service
This section should include a description of how the product/
service will be produced and how it will be delivered to the
customer. Also, it is important to identify who the suppliers are,
whether a development stage is required and if product testing
has been carried out in the market place.

Intellectual property protection (if relevant)
A sustainable competitive advantage may be created if a
product or service is unique and can be contracted or licensed
to restrict access by competitors. If so, show that you have
done this.

Legal or regulatory factors (if relevant)
As well as the legal business structure, enterprises may need
business licenses for health, environmental and other public
reasons. Local councils and small business advisory services in
each state provide these services. Enterprises also need
insurance for a range of issues, including workers injury
compensation, public liability and professional indemnity. List
any that are relevant and what action you have taken.

Future development plans
A good business plan is a working tool. At the start, the plan
should focus on the initial opportunity and a small number of
products or services. As the enterprise matures, it may need
product development or market extension. However, many
enterprises have long–term plans from the beginning. If so,
you should briefly outline these to show how the enterprise may
develop to tailor itself closer to its customers.
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Marketing
Marketing is a series of actions based on an understanding of the influences
on the enterprise. This collection of items is known as the ‘marketing mix’.
The marketing mix is a collection of factors that influence a customer’s decision to purchase.
The marketing plan should briefly examine the following in terms of customer response:
• pricing - product and competitor comparisons
• product - quality, range, packaging
• place - where the service is conducted, product is sold or distributed
• promotion - how the customers should be reached
• people - the involvement of staff, particularly for service-based ventures
• process - the way in which the service is provided
• physical - the environment in which the service is provided.

Marketing overview
Define the market in terms of who your customers are, where your enterprise fits in the market,
the size of the market and current trends. This should be based on research. If your research
shows that your prospective industry sector is in a sustained decline, you must show that you
are able to offer a significant innovation to arrest the slide.

Define the market and market share
What do you sell, who do you sell it to, and where do you sell it? How much market share will/do you
have? This can even be broken down to market segments. For example, you might have a strong
market share within one section of the community but a low market share for the entire community.

Market size and growth
Identify market research methods and results to show that you have a defined market. Show
that you know the size of the market in terms of units (number of items for sale) and the dollar
value of those sales (price per unit). Data collected from industry sources can indicate the
fluctuations in the market over time. Growth in the market is seen as a positive feature as it
suggests that a new player entering a market place will face less competitive behaviour from
others in the market.

Market segments
The market consists of fairly distinct sub-divisions or segments. Each of these segments has
specific product or service requirements. You should outline these segments and match their
requirements. If you can do this more closely than your competition, the enterprise can develop
market share and increase profit.
Through research, the marketing plan should identify:
• customer profile/characteristics
• demonstration of customer need
• product characteristics for target markets.

Competitor analysis and response
Provide a detailed matrix of competitors, identified in segments. This should illustrate your
strategy for responding to competitors, with reference to the marketing mix categories.

SWOT – strengths, weaknesses, opportunities and threats
List the enterprise’s strengths (maximise them where possible) and weaknesses. Then list any
external opportunities (ie market trends) and threats (ie competitors, economic downturns).
Maximise the opportunities and strengths and consider ways to reduce the effect of weaknesses
or threats.

Sales volume projections
The sales volume projections are as much a marketing tool as they are for monitoring financial
performance. The sales volume identifies what sales you expect per unit over a given timeframe
(daily/weekly/monthly etc). This information will provide the targets for the enterprise. If it is
effectively monitored and recorded, it will also provide a database of actual sales performance.
(In many ways this information is more important to the manager than the cash flow data, which
simply provides gross income without reference to product/service sales.)
The sales volume projections are based on the products or services known as the product mix.
This identifies the category of a product/service and then takes it down to an individual item eg a
gardening service is a category, while specific activities such as lawn mowing, fertilising and pruning
are different services. Therefore they may cost different amounts in terms of labour and/or materials.
We now have information that provides the cost of the product/service, the price charged and a
sales target - this may be used as the basis of management information that may be compared
to actual trading see costing figure on page 44.

Promotion/advertising
Promotion is an important tool for communicating to the market but is often misinterpreted as
the core purpose of marketing, which is much broader.
Promotion can take many forms, only one of which is paid advertising. Others include personal
selling, trade show presentations, media and public relations, and publications.
Public relations can reduce the need for paid advertising and be more cost–effective. The media
are often keen to run stories on social enterprises if they are approached appropriately, as they
make ideal ‘good news’ stories.
As with other elements of the plan, promotion requires careful planning to identify objectives and
potential targets. These should be linked to the market segments as defined earlier in your plan.
It’s an important component of the business plan to identify promotion and selling opportunities.
This should be monitored regularly to ensure you are meeting your targets and to refine
strategies that provide the maximum return for your expenditure.
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Management and production
This section identifies the capacity of the enterprise to implement the project, produce
the product/service and manage the day-to-day operations of a business.
Company structure and management

Strategic plan

Many external stakeholders may see the
organisation’s structure and management
expertise as a major factor in the
organisation’s success. It is appropriate to
include details of the following:
• history of the organisation and/or
sponsoring organisation
• enterprise incorporation details
• prior business experience
• management
• board of directors and appropriate
experience
• organisational structure
• management expertise and the
experience of key management

The strategic plan is a series of action plans
and schedules that identify what the task is,
who is responsible for it, when it should be
done and how we know when it has been
done. Planning is commonly done as
schedule–based diagrams and may include:
• business management: banking,
salaries, taxation payments, accounts
payable, accounts receivable
• production: material sourced, premises
leased, equipment/tools available, staff
available, quality control, cost control
• distribution: agents, wholesalers,
representatives, retailer requirements,
consignments
• marketing and promotion: sales,
seasonal fluctuations, discounts, trade
expositions, consumer shows, advertising.

Operations plan
The operations plan describes how the
product/service is generated. This should
outline various options and explain why they
are chosen. This will show the reader that
effective research has been carried out to
ensure the enterprise can produce the
product/service on time and on budget. Some
things to include are:
• service details - processes, consistency
with service culture, coordination
• staffing - requirements, training, availability
• costing - adequacy of costing - can it be
delivered for the cost indicated
• standards - testing, quality and other
standards for specified markets
• capital equipment, facilities and
specialist requirements
• performance monitoring.

Financial considerations
To operate an enterprise, you must spend money (expenditure). In turn, sales will
generate an income (revenue).
Good financial management requires timely information on what the costs are likely to
be, when they will probably occur and income projections that show that payments can
be covered and the enterprise can continue to be viable.
This section looks at the issues you need to take into account when preparing the
financial section of your business plan. It identifies the main requirements of establishing
an enterprise and the necessary financial management. Some model spreadsheets
follow in the financial plan section.
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Goods and services tax (GST)
The GST is a consumption tax which is charged on the supply of goods and services. GST is
charged by the supplier of the goods or service and must be regularly remitted to the Australian
Taxation Office (ATO). Non-profit bodies with an annual turnover above $100 000, and other
entities with annual turnover above $50 000, are required to register for the GST and must forward
the tax collected to the ATO with the irregular business activity statement (BAS). Importantly, all
trading enterprises are required to register for an Australian business number (ABN). The ABN is
an identifying number that must be used when dealing with other businesses.
When creating a product or service that will be sold to an ‘end’ consumer, the enterprise may
claim an input tax credit or the GST paid on its busines inputs. Importantly, all enterprises must
take the GST into account when preparing financial records.

Charitable and/or status
Many social enterprises will operate as not–for–profit organisations. Since the introduction of
the GST in July 2000, they are required to register for charitable status. Organisations that are
able to register for charitable status may have tax advantages.
The main requirement for a not–for–profit organisation is its constitution will clearly indicate that any
surpluses will not be distributed to members and/or directors of the association. Also, if the organisation
closes or winds up, any assets will be distributed to another organisation(s) which is also not for profit.
Charities include most religious institutions, aged people homes, homeless hostels, organisations
relieving the special needs of people with disabilities, and societies that promote the fine arts.
Many social enterprises will not seek to qualify for chartable status as they may operate as
ventures with a variety of stakeholders who seek to gain a benefit from the trading operations.

Sources of finance
Shares and investment
A social enterprise may seek to attract start–up or expansion resources by getting
individuals or organisation to invest in the venture. This may include:
•
shares - an investment by members or organisations designed to build a capital base.
In the case of individuals, this may be a small investment of $1 or more per share.
For example, an employee–owned business might issue shares in return for work or
other input. For organisations, this may be significantly more substantial. These shares
may sometimes be traded at the current market rate.
•
investment – individual members and/or organisations may also choose to loan funds.
Venture capital
Venture capital and social venture capital are an investment, by organisations, that seeks
to provide capital for projects that they see as having an important business objective.
Venture capital is sometimes risky. This form of finance often requires less security than a
loan because the venture capitalist often has a close relationship with the project, possibly
including staff or management assistance. The returns that venture capital provide are
often higher than loans or other alternatives. The key to these arrangements is
partnership and communication.
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Grants
Many social enterprises are fortunate to have the
opportunity to attract grants from government (local/state/
federal), community welfare and philanthropic investment
sources, particularly if the project is focused on social
exclusion or employment opportunities for disadvantaged
communities. Grants may finance start–up expenses,
including capital purchases. Grants are generally tied to a
desired and specific outcome that will need to be
accounted for to the sponsor.
Earned and retained income
Earned income is the profits from the enterprise. Profits
from an enterprise, particularly from a start–up enterprise,
are often re-invested in it. For example, to build assets or
expand operations. Retained income is the also profit but
includes capital or unexpended grants that may be rolled
over into the next year’s balance sheet.

Debt or borrowed funds
Debt or borrowed funds is the contribution to the business
by outsiders who do not have a stake in its ownership.
These are generally contractual obligations and, while
they may have a right to call on the organisation's assets,
they do not have rights over the ownership or operation of
the venture.
•

Bank loans
Loans from commercial lending institutions will
apply the same lending criteria to social enterprises
as they would to any venture. Some banks, and
more socially responsible financial organisations,
may have special products designed to promote
local ventures. Importantly, to get a loan you may
need to give the lender security over the
organisation's assets.
As you are required to pay back the loan, you need
to clearly factor repayments into the financial
management of the organisation.

•

Suppliers
Supplies of various goods or services (from sources
that are trading) make up part of a debt as supplies
are often provided to a business through credit or
an account where a delayed payment is offered.
Again, this is a liability to the enterprise.
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Enterprise accounting
Enterprise operators and their investors need to know how the venture is performing and
provide regular reports. Business accounting involves three separate but interlinked processes
that identify, measure and communicate financial information. This allows informed judgements
and decisions to be made by the operators.
Assets, liabilities and security
A social enterprise seeks to build ownership of assets similar to other businesses. The
assets are tangible things that may be converted to finance or used as security to borrow
against. Examples include land, buildings, shares, good debts (money owed to you) etc.
Liabilities are any requirements or agreements that the organisation is committed to financially
that need to be taken into account. These include loans or money owed for services, stock,
mortgages, contracts etc. The positive numerical difference between assets and liabilities is
known as net assets.
Equity
Equity is the owners or stakeholders’ contribution to the enterprise and is made up of
capital that is permanently invested, and re-invested profits. Equity is the cash and assets
available to the enterprise.
Bookkeeping
This involves systematically recording financial information about an enterprise’s
transactions in ledgers or journals on a day–to–day basis. This includes:
•
Receipts
The daily (dated) record of money received (cash, cheque, credit card). Also noting
the payment of invoices by debtors.
•
Payments
The dated record of payments (cash, cheque, credit card) for goods/services
purchased or committed to by your enterprise. These will also include charges such
as bank fees and interest payments on loans etc.
•
Bank reconciliation
Every month, reconciling your cashbook details with the bank statement provided by
the bank or financial institution that holds your operating accounts.
•
Creditors and debtors
A summary of the:
Creditors - people or businesses you owe money to
Debtors - people or businesses who owe you money. Unpaid invoices or accounts
for good/services supplied by your enterprise.
Accounting
Accounting is interpreting records created from a bookkeeping system to produce financial
statements. This includes reporting and ‘official’ compliance requirements, such as tax and
end-of-year reporting. Common statements include balance sheets, profit and loss
statements, cash flow statements.
Financial management
Financial management involves analysing and interpreting financial statements to
effectively plan and control the business.

The financial plan
For many ‘hard nosed’ business operators and potential investors, the financial plan is
the first thing they turn to in the business plan. This section shows the reader that you
have investigated the costs (including set–up expenses) and have a realistic
appreciation of the market and potential trading revenue.
The financial plan should be brief and succinct and refer strongly to the analysis drawn
from the spreadsheet data presented in the plan, describing the activity and indicating
income or expenditure. Descriptive sections may include the following.
Set–up or establishment costs

Investor offer detail

Set–up costs should include a clear
explanation of the costs required to
establish the enterprise and open the
doors. It will include items such as:
• cost of capital equipment
• fees for licenses or other set–up fees
• initial trading stock
• initial advertising
• capital for cash flow (say first three
months) for staff and other
expenses.

If your business plan is seeking funding, it
is essential that it outlines the investor’s
requirements, such as loan, venture
capital, share price etc.
Having identified what the enterprise
needs, it is also essential to outline the return
on their investment. This may identify
repayment options, share dividends or
other benefits that may be provided to the
investor. For social enterprises, an
investment return may also be identified
as improvements in social capital or other
benefits to a community. However, these
will need to be justified and measurable.

The matrix should also include items
already secured and expenses paid for. It
is important that listed items also appear
in the cash flow statement under capital
expenditure. This shows a realistic
approach and an eye for detail.

Establishment costs
Establishment requirements

Cost
Have

Items

TOTAL
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Needed

Priority

Sensitivity analysis - key performance
ratios
To highlight the enterprise’s performance
features that may help the investor’s decision
to support the project, a range of key financial
performance ratios may be used. Two key
ratios are as follows:
• return on investment: this is a percentage
of interest or other dividend over the total
amount of specific investment provided
• break even point: this is the volume point
at which revenues and costs are equal; a
combination of sales and costs that will
yield a no profit/no loss operation.

Costing (See Costing figure below)
The cost of producing a product or delivering a
service to the market needs to be clearly
identified. To some extent, costing is related to
the marketing mix (as referred to in the marketing
section) in terms of the price you are able to
charge in relation to competitors. The pricing and
costing should be expressed in the following
manner:

•
•
•
•

hours of production per week/day
number of units produced
cost (raw materials and labour) per unit
average selling price per unit ($ per unit).

Viability
Whether the stakeholder is an investor or your
own community, they will want to see that it is
viable. It is important to identify any sponsors,
backers or investors you have already secured.
If you have secured contracts for business,
this means you are well set up with clients to
serve and an income stream already flowing.
Illustrate and demonstrate the following:
• grants secured
• customers secured
• investors secured.

Investor exit strategy
While investment is important, the investor
needs to identify when and how they will be
able to regain their funds. It is important to
clarify the time frame of the investment and
how the investor may withdraw gracefully and
with integrity.

Costing plus product pricing
Product/Service 1

Product/Service 2

Materials Cost
(Products)

Labour Cost
Time Cost
(Services)

% of Fixed Costs
Sub Total
cost of goods sold (COGS)

% Mark-up (Profit)
Price to market
(not necessarily to consumer)

Competitors Price
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Product/Service 3

Spreadsheets
Numerical data is presented in the plan in a series of
spreadsheets:
• Sales/volume projection: the prediction, over time, of the
expected sales of products and services. This information
will have a direct relationship with cash flow (see figure on
page 48).

• Cash flow projections: the income expected from the
projected and actual sales/volume, coupled with the
budgeted expenditure (see figure on page 46).

• Profit/loss projections: the annual overview of how the
enterprise performed in terms of both income and
expenditure (see figure on page 47).
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Expenditure
Administration
Accounting
Wages & salaries incl PAYG
Superannuation & Workcover
Office supplies
Rental
Telecommunications
Utilities
Vehicle/travel
Professional fees
Legal fees
Other
Marketing
Research
Advertising & Promotion
Distribution
Other
Other
Development Costs
Royalties
Intellectual property protection
Research & development
Training & recruitment
Licences & fees
Other
Other
Capital Costs
Equipment purchase
Equipment lease/hire
Repairs & maintenance
Stock purchase
Finance Costs
Interest on funds
Finance charges & fees
GST payable
Bad debt provision
Other
TOTAL Payments
Net Profit before tax
Accumulated surplus/deficit

see note?

see note?

see note?

see note?

see note?

see note?

see note?

Notes

Sub Total

Estimated trading cash flow

Income
Trading Income Incl GST
COGS
Gross Profit
Investor - Capital
Investor - Loan
Internal - Capital
Internal - Loan
Other - Grants
Other
GST Input tax credits
Total Recipients
Total
Jan

Revised
Feb
Mar

Date?
April
May
June
July
Aug
Sep
Oct
Nov
Dec

The sales volume projection figure is a practical model that may provide
template for your venture.
How to use it:
Step 1
Step 2
Step 3
Step 4

Identify products or services.
Identify costs to produce the service/product.
Identify the price to be charged.
Estimate the number of items or times the service may be sold in a
given period.

Estimated profit & loss summary
Revised - Date?

Income

Notes

Total - Y1

Trading Income Incl GST
COGS
Base Gross Profit
Other Income
Gross Profit
Expenditure
Administration
Marketing
Development Costs
Capital Costs
TOTAL Payments

Summary - 12 months from

TOTAL

Gross Profit
Less Expenditure
Trading Surplus/Deficit
Accumulated Surplus/Deficit
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GROSS PROFIT SALES

Costs - Total
Material/Purchases
Labour/Sub-contract
Packaging
Other
Cost per unit
Total Unit Costs

Cost/Vol

Product/Service
Description
Price per Ave Sale
($) per unit
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Total Units
Total Sales

Product 1

Product 1

Sales & volume projections

Product 2

Product 2

Service 1

Service 1

Service 2

Service 2

Total units Total $ Sales Ave $ Sales Total $ Costs
per month
per month
per month
per month

Overview of business structures
There are a range of legal incorporations that can form an enterprise. Listed below are
the major legal structures and information on the major Acts.
Unincorporated association

Proprietary limited company

An unincorporated association is an
unregistered association of people who
are conducting certain activities. This is
often the starting point of many
organisations.

This is a business registered with the
Australian Securities and Investment
Commission (ASIC). Most registered
businesses in Australia are proprietary
limited companies, ranging from a oneperson business to those with up to 50
non-employee share holders.

However, it is unusual to be unregistered,
as each individual in the association is
personally liable for the liabilities of the
association. This means that one person
could commit the group to an expenditure
to which the others may not agree. To
avoid this, the group should either register
or seek protection under another ‘registered’
organisation.

These businesses are accountable to
ASIC and must lodge an ‘annual return’
each year.
They are quite easy to set up and maintain.
One requirement is a constitution. As
these businesses are not restricted, they
can include profit as an objective.

Incorporated association
An incorporated association is a
registered, not–for–profit organisation.
While known as not for profit, they may
often have trading surpluses (profits).
These are used to help the organisation
achieve its objectives rather than being
paid to members. In fact, such an
organisation operates under a constitution
that prevents any profits being distributed
to members or directors.

The main advantage for running a social
enterprise as a proprietary limited company
is, it can share profits with its owners.

Incorporated associations may vary in size
from very small to quite large. For
example, they could range from a sporting
club with an annual turnover of less than
$5000 to a statewide charity with an
annual turnover of more than $20 million.

Cooperatives

Public companies
Public companies can have any number
of members and can raise funds by
offering shares to the public. It is managed
by at least three directors, all of whom are
subject to defined duties and liabilities.

A cooperative is an organisation that is
established by and for its members.
Cooperatives have tended to focus on two
areas – housing for low income people,
and producers. Today, there is a new
generation of cooperatives, such as
health/care, worker, and agricultural
producer cooperatives.

The key advantage of this status is the
not–for–profit stature, which means the
organisation can register as a Deductible
Gift Recipient, making financial
contributions tax deductable.

Despite their appropriateness in many
circumstances, cooperatives are complicated
and expensive to set up and maintain.
Consequently, many organisations tend to
operate in the spirit of a cooperative rather
than under the specific registration.
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Legal information on business structures
1.

Associations
Associations Incorporations Act (South Australia)
1.1

Each state and territory of Australia has its own legislation governing
incorporated associations. The legislation differs in each state and these
differences can be substantial. In South Australia, it is the Associations
Incorporation Act (SA) 1985. The commentary below relates to associations
incorporated in South Australia.

1.2

To be incorporated in South Australia, an association can be formed for any of
the following objectives, provided it is for a non-profit purpose:

1.3

1.2.1

religious

1.2.2

educational

1.2.3

charitable or

1.2.4

benevolent purposes.

An association may be formed for the purpose of:
1.3.1

establishing, carrying on or improving a community centre

1.3.2

promoting the interests of a local community or a particular section of
a local community or

1.3.3

promoting the common interests of persons who are engaged in, or
interested in, a particular business, trade or industry.

Process for incorporating an association
1.4

An application must be made to the Corporate Affairs Commission
(Commission) to incorporate an association and the application must be
accompanied by a copy of the association’s rules and the required fee.

Consequences of incorporation
1.5

Once the association is incorporated under the Act, any real and personal
property that may have been held by a person on behalf of the association,
vests in and is held by the association (subject to any trusts that may affect
that property).

1

The relevant legislation in other states and territories is as follows: Associations
Incorporations Act (QLD) 1981, Associations Incorporations Act (ACT) 1991, Associations
Incorporations Act (NT) 2001, Associations Incorporations Act (TAS) 1964, Associations
Incorporations Act (NSW) 1984, Associations Incorporations Act (VIC) 1981 and Associations
Incorporations Act (WA) 1987.
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1.6

All rights and liabilities of the association immediately before the incorporation
become rights and liabilities of the association.

1.7

Although incorporated associations are established for a non-profit purpose,
the association can make a profit if:
1.7.1

none of the profit is divided amoung, or given to, members

1.7.2

the association buys, sells, deals in or provides goods or services
where those transactions are ancillary to the principal objectives of the
association or

1.7.3

the association is established for the protection of a trade, business,
industry or calling, in which the members are engaged or interested.
The association itself must not engage or take part in such activity.

1.8

The Commission may decline to incorporate an association if, in its opinion, it
would be more appropriate for its activities to be carried out by a body
corporate incorporated under some other Act.
Rights and liabilities of members

1.9

Members of incorporated associations do not have any right, title or interest in
any real or personal property of the association (except as may be provided by
the association’s rules).

1.10

Likewise, members are not liable for the payment of the debts and liabilities of
the association, or the costs, charges and expenses associated with winding
up. This is an important factor in the decision to incorporate an association.

1.11

The members of an association that is not incorporated are each personally
liable for any debt of, or claims made against, an unincorporated association.
For this reason, it is unwise to be involved in an unincorporated association.

Winding up, transfer of activities and dissolution
1.12
An association can be wound up voluntarily, by the Supreme Court, or by the
Commission with the consent of the Minister. The Supreme Court can wind up
the association if:
• it is unable to pay its debts
• the members have acted in the affairs of the association in their own
interests rather than in the interests of the members as a whole or
• the affairs have been conducted in a manner that is contrary to the interests
of the members as a whole.
1.13

The Commission has the power to transfer the activities and assets of a body
that is no longer an incorporated association to another body corporate if it
believes the other body corporate would be more appropriate.

1.14

When an incorporated association is wound up, any surplus assets available for
distribution cannot be distributed to members or former members unless each of
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the members is also an incorporated association that has identical or similar
aims and objects to the association, and the consent of the Commission is
obtained.

2.

1.15

The surplus assets are distributed in accordance with the rules of the
association or, if there are no rules, in accordance with a special resolution of
the association.

1.16

Surplus assets are those assets that remain after the liabilities of the
association have been paid including the costs and expenses of winding up.

Companies
2.1

Another type of incorporated body is a company incorporated under the
Corporations Act (Cth) 2001. The different kinds of companies are discussed
below under headings A, B, C and D.

Directors’ duties
2.2
The directors of a company are responsible for the overall operation and
management of the company. No matter what kind of company is formed, all
directors of companies are subject to onerous duties under the law. Directors
owe what is called a fiduciary duty to the company. This means that the
directors have a duty to act in the best interests of the company and not in
their own self interest. Directors must act in good faith in the interests of the
company, exercise their powers for their proper purpose, retain their
discretionary powers, avoid conflicts of interest and exercise reasonable care
and diligence.
2.3

2.4

The Corporations Act provides for specific duties for officeholders.
Officeholders include:
2.3.1

a director or secretary

2.3.2

a person who makes decisions affecting a substantial part of the
business

2.3.3

a person with the capacity to significantly affect the company’s
financial standing

2.3.4

a person whose instructions are followed by directors (but excluding
professional advisers) and

2.3.5

receivers, administrators and liquidators.

These duties are:
2.4.1

to exercise powers with the degree of care and diligence that a
reasonable person would exercise if they were a director in the same
circumstances

2.4.2

to exercise powers in good faith in the best interests of the company
and for a proper purpose

2.5

2.4.3

not to make improper use of their position to gain an advantage for
themselves or someone else or cause detriment to the company and

2.4.4

not to improperly use information obtained through their position to
gain an advantage for themselves or someone else or cause
detriment to the company.

Breaches of these duties can attract both civil and criminal penalties. The
decision to become an officeholder of a company is not one which should be
taken lightly. It is important that you fully understand the obligations placed on
officeholders before accepting a position.

Unlimited liability company
2.6

An unlimited company is a company whose individual members (and in some
circumstances its past members) may be made liable in a winding up for its
debts with no limit on their liability. It can be registered as a proprietary
company or as a public company under the Corporations Act.

2.7

A member will only become liable for the company’s debts if the company is
wound up and the assets of the company are inadequate to pay liabilities. A
creditor who cannot recover from the company can apply to the court for a
winding up order to recover against the individual members.

Unlimited companies are not normally used by trading ventures
2.8
This is because of the potential liability for members. They are generally used
in professions where individuals are expected to remain liable without limit,
and yet are permitted to operate in a corporate form for superannuation or
other reasons.
Share capital
2.9
Unlimited companies must have share capital. As with other companies
limited by shares, a member is liable to pay the amount unpaid on each of
his or her shares held when called upon. If the company is wound up, calls
can be made on the members for any money unpaid on their shares. The
distinguishing feature of unlimited companies is that if the calls do not meet
the company’s liabilities, further contributions can be demanded from the
shareholders.
2.10

Although initially all members will be requested to contribute equally, the
liability of each member is what is called ‘several’. That is, a single member
could be liable to contribute the full amount. However, that member has a
right in equity to contribution from other members.
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Property limited companies
2.11

A proprietary company is the most common form of company used in Australia.
A proprietary company is one designed for a relatively small group of persons
who do not wish the company to be able to invite the public to buy its shares or
lend it money and, in particular, require their liability as shareholders to be limited
to the amount they contributed or promised to contribute as share capital.

2.12

A proprietary company cannot have more than 50 shareholders. Employee
shareholders are not included in this number. A proprietary company must
have at least one director who manages the company. The duties and
liabilities of directors are outlined above.

2.13

Proprietary companies generally have constitutions which govern the internal procedures and functions of the company. The replaceable rules contained in the Corporations Act operate if the constitution is silent on an issue or if no constitution exists.

Company limited by guarantee (generally used in not for profit situation)
2.14

A company limited by guarantee does not have power to issue shares.
Instead, the members each guarantee that they will contribute a specified
amount to the property of the company if it is wound up. The amount
guaranteed is usually between $20 to $100.

2.15

As there is no obligation for members to contribute funds unless the company
is wound up (the amount of the guarantee), a company limited by guarantee is
not usually used for trading. However, it can be used in circumstances such as
clubs and charities where money is raised through donations and fundraisers.

2.16

Guarantee companies cannot increase or reduce the amount of the members’
guarantees either by amendment or by agreement with the members. Hence,
the liability of members is fixed by the amount of the guarantee.

2.17

A company limited by guarantee must have at least three directors to manage
the company and whose duties and liabilities are outlined above.

Public companies
2.18

Public companies can have an unlimited number of members and can raise funds
by offering shares to the public in accordance with the fundraising provisions
of the Corporations Act.

2.19

A public company can also choose to have a constitution or use the replaceable
rules (or a combination of the two). The management of the company is provided by
the directors who are subject to the duties and liabilities outline above. A public
company must have at least three directors.

2.20

The Corporations Act places more regulatory obligations on public companies
than proprietary companies and they are therefore more expensive to operate.

3.

Cooperatives
3.1

In all Australian states and territories, legislation provides for the incorporation
of registered cooperative societies, usually known as ‘cooperatives’. South
Australia has the Cooperatives Act (SA) 1997 .

3.2

Under the Cooperatives Act, the following cooperative principles apply:
3.2.1

voluntary and open membership

3.2.2

democratic member control

3.2.3

member economic participation

3.2.4

autonomy and independence

3.2.5

education, training and information

3.2.6

cooperation among cooperatives and

3.2.7

concern for the community

Types of cooperatives
3.3

A body may be registered as either a trading cooperative or a non-trading cooperative.

3.4

A trading cooperative must have share capital and give returns or distribute any
surplus or share capital to members. Such cooperatives must have a membership of:

3.5

3.4.1

two or more cooperatives in the case of an association

3.4.2

two or more associations in case of a federation and

3.4.3

five or more active members in the case of any other trading cooperative.

Non-trading cooperatives must not give returns or distribute any surplus or
share capital to members other than the nominal value of shares (if any), at
winding up. A non-trading cooperative may or may not have a share capital,
but must have a membership of:
3.5.1

two or more cooperatives in the case of an association

3.5.2

two or more associations in the case of a federation and

3.5.3

five or more active members in the case of any other non-trading
cooperative.

2

The relevant legislation in other states and territories is as follows: Cooperatives Act (VIC)
1996, Cooperatives Act (NSW) 1992, Companies Cooperative Act (WA) 1943 and
Cooperative and Provident Societies Act (WA) 1903, Cooperative Societies Act (ACT) 1939,
Cooperatives Act (NT) 1997, Cooperatives Act (QLD) 1997 and Cooperatives Act (TAS) 1999.
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Legal capacity and powers
3.3

A body may be registered as either a trading cooperative or a non-trading cooperative.

3.6

As a body corporate, a cooperative has the legal capacity and powers of a
natural person. Unlike incorporated associations, which are not recognised
outside the state or territory in which they are incorporated, a cooperative has
the legal capacity of a natural person both within and outside its state or
territory of incorporation.

Rights and liabilities of members
3.7

A cooperative offers limited liability to its members. However, as with
companies, members are liable to the cooperative for the amount of unpaid
moneys on the shares held by them. However, they are also liable for any
charges payable to the cooperative as required by the rules of the cooperative.
Management and administration of cooperatives

3.8

The business of a cooperative is managed by a board of directors. The
directors of a cooperative are to be elected in a manner specified in the rules
of the cooperative.

3.9

The duties and liabilities of directors and officers of cooperatives are similar to
those discussed above for companies.

Winding up

4.

3.10

A cooperative may be wound up voluntarily by the Supreme Court or by the
South Australian Corporate Affairs Commission. The Corporations Act
provisions apply to the winding up of a cooperative.

3.11

The rules of a non-trading cooperative must make provision for the manner in
which the surplus property of a cooperative is to be distributed in a winding up.

Charitable status
4.1

A charitable institution is a body established and maintained for charitable
purposes.

4.2

A charitable purpose is one which provides a public benefit. It is sufficient if the
benefit is not for the whole community, but for an appreciable section of the public.

4.3

A charitable purpose is for any one of the following:
4.3.1

the relief of poverty

4.3.2

the advancement of education

4.3.3

the advancement of religion or

4.3.4

other purposes b Finance

4.4

Purposes that are not charitable because they are not for the benefit of the
public include purposes that:

4.4.1

promote gain or profit for private persons

4.4.2

promote the common interests of persons in their private capacities

4.4.3

provide mutual benefits for persons in their private capacities or

4.4.4

confer benefits on persons in their private capacities.

4.5

Social, recreational and sporting purposes are not charitable. However, where
such purposes are merely incidental to a purpose that is otherwise charitable,
they need not prevent that purpose being charitable.

Charitable status

5.

4.6

By law, gifts of $2.00 or more to an Australian charity, fund, organisation or
authority are tax deductible. A gift may be used by the charity for any purpose
for which it was established.

4.7

To acquire charitable status for taxation purposes, an application for a private
ruling must be made to the Commissioner of Taxation. If successful, the charity
will be exempt from tax, and donations made to it will be tax deductible.

Partnerships
5.1

Each state and territory in Australia has an Act regulating partnerships. In
South Australia, this is the Partnership Act (SA) 1891. Partnerships are
generally limited to 20 partners under the Corporations Act (Cth) 2001,
although there are some exceptions for professional partnerships.

5.2

A partnership is the relationship that exists between persons carrying on a business
in common with a view of profit. A group of persons setting up a commercial
enterprise may adopt the legal form of a partnership, however the partnership
structure is unsuitable for charitable organisations with a non-profit purpose.

5.3

Partnerships can be formed by way of an oral agreement or a written
partnership agreement.

5.4

A partnership in Australia has no legal existence apart from the members of
the partnership. This differs from a company which is a distinct and separate
legal entity from its members.

5.5

This means that the property and liabilities of the partnership are really assets and
liabilities of the partners personally. Even after a partner has left the partnership,
that partner may still be liable for debts the partnership incurred while he or
she was a partner.
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5.6

Each partner in a partnership acts as agent for the others and can enter into
contracts on their behalf for the purposes of the partnership's business.

5.7

As distinct from a company which can last indefinitely, a partnership comes to
an end automatically (subject to the partnership agreement) on the retirement,
death or bankruptcy of a partner.

Liability
5.8

Partners personally are jointly and severally liable for civil wrongs committed
by the partners or employees of the partnership.

5.9

Whether any partner enjoys limited liability depends on the distinction between
a general partnership and a limited partnership.

5.10

In a general partnership, no partner enjoys limited liability in respect of the
partnership liabilities – any member could be liable to his, her or its last cent.

5.11

In a limited partnership there are two categories of partners: general partners
who manage the business and limited partners who take no part in management.
General partners are subject to unlimited liability whereas limited partners are
liable only to the extent of the capital they contribute to the partnership.
However, a limited partner will loose the benefit of the limitation of liability by
taking part in management.

Raising capital
5.12

3

When a partnership is established, the partners contribute capital to fund the
business. The partnership can raise further funds through seeking more
contributions from its partners or by loans from its partners.

The relevant legislation in the other states and territories is as follows: Partnership Act (NSW)
1892, Partnership Act (QLD) 1891, Partnership Act (TAS) 1891, Partnership Act (VIC) 1958,
Partnership Act (WA) 1895, Partnership Act (NT) 1997 and Partnership Ordinance Act (ACT)
1963.

Useful references
Business information sites
Business License Information Service
http://bli.net.au
Provides access to licensing requirements for
all three levels of government.

Business Entry Point
www.business.gov.au
Provides access to government information at
both national and state levels including
information on starting a business.

Centre for Innovation, Business and
Manufacturing (formerly The Business Centre)
www.cibm.sa.gov.au
Includes information sheets on various topics
including proprietary companies, partnerships,
business names and starting your own business.

Australian Securities and Investments
Commission
www.asic.gov.au

Australian Competition and Consumer
Commission
www.accc.gov.au

Office of Consumer and Business Affairs (SA)
www.ocba.sa.gov.au

Treasury of Australia
www.treasury.gov.au

IP Australia
www.ipaustralia.gov.au

Australian Stock Exchange
www.asx.com.au

Australian Business Register
www.abr.gov.au/
Online database containing some of the
information provided by businesses when they
register for an ABN.

Bizgate
www.bizgate.sa.gov.au
SA’s electronic gateway to government
business services.

Government organisations
Austrade
www.austrade.gov.au
Australian Government’s export and trade
development site

Department of Employment, Workplace
Relations and Small Business
www.dewrsb.gov.au/

Australian Tax Office
www.ato.gov.au
Tax reform information –
www.taxreform.ato.gov.au/

Legislation
ScalePlus
law.agps.gov.au/

Directors and directors’ duties
Australian Institute of Company Directors
www.companydirectors.com.au
Baxt, R, Duties and Responsibilities of
Directors and Officers, 15th ed, Australian
Institute of Company Directors, Canberra, 2000.

Company Director – Journal of the Institute
of Company Directors

Directors’ Duties – Corporate Governance
Series – Ernst & Young, April 2000
www.ey.comm/global/vault.nsf/Australia/
Directors_Duties/$file/
DirectorsDutiesApr00.pdf

ASIC – information sheets
http://www.asic.gov.au/asic/asic_pub.nsf/
Includes company director obligations – the
watchdog’s guide, directors’ legal obligations.
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Centre for Corporate Law and Securities
Legislation, University of Melbourne

Philanthropy
www.philanthropy.org.au
Information on private, family and corporate
trusts and foundations. National organisation
published a director.

http://cclsr.law.unimelb.edu.au/researchpapers/
Includes papers – ‘To whom are the duties of

Social enterprise
Social Entrepreneurs Network

Business/management consultants

www.sen.org.au
Australian Social Entrepreneurs Network.

SA Central – Management consultants
http://text.sacentral.sa.gov.au/business/
consultants/

Adelaide Central Mission
www.acm.asn.au
Social Enterprise in Australia – An introductory
handbook published by the ACM in PDF for
free down load.

Accounting providers

Social Enterprise London
www.sel.org.uk

www.cpaonline.com.au
Provides information about certified practicing
accountants

Community Action Network

Legal providers

www.can.online.org.uk
Key UK social enterprise organisation,
excellent newsletter-deeper exploration
requires membership.

CPA Australia

The Law South Australia
www.lssa.asn.au

Shelf companies

Community wealth

Shelf companies Australia

www.socialentrepreneurs.org
United States site with ideas, links and index
of publications.

www.shelfco.com.au/index.html
The company registration experts

Shelfcom

Social Ventures Network

www.shelfcom.com.au/
Provides company registrations, formations,
constitutions and related services

www.svn.org/members
United States site with numerous examples
and links.

Dial A Shelf
www.dialashelf.com.au

Partnerships
Prime Minister’s Community and Business
Partnership

Charitable organisations

www.partnerships.zip.com.au
Prime Minister’s Community and Business
Partnership site offers profiles of award
winning partnerships plus links and useful
information.

www.taxreform.ato.gov.au/publications/2000/
nat3131

Australian Taxation Office – charity pack

Dal Pont, G, Charity Law in Australia and New
Zealand, Oxford University Press, Melbourne,
2000.
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Glossary and commonly used terms
Asset
Anything owned by an individual or a business that has
commercial or exchange value. Assets may consist of
specific property or claims against others, in contrast to
obligations due others. (See also Liabilities).
Asset–based development
A development strategy that recognises the possession of
tangible assets (land, buildings, share capital) as a key to
achieving self sufficiency and sustainability.
Balance sheet
An itemised statement that lists the total assets and liabilities
of a given business, to portray its net worth at a given moment
in time. The amounts shown on a balance sheet are generally
the historic cost of items and not their current values.
Bank reconciliation
The verification of a bank statement balance and the
enterprise’s transactions and balances.
Benefits
Business terminology that describes the intangible (but
often desirable) aspect of a product or service.
Bookkeeping
The practice of regular and systematic recording of the
transactions affecting a business.
Break–even point
The volume point at which revenues and costs are equal;
a combination of sales and costs that will yield a no profit/
no loss operation
Business plan
A written plan used to chart a new or ongoing business'
strategies, sales projections, and key personnel to obtain
financing and/or provide a strategic foundation under
which a business can operate.
Community capacity building
Ability to recognise and enhance the inter-relationships
between individuals, the community in which they live and
the system that supports them.
Capital
Material wealth used or available for use in the production
of more wealth.
Cause related marketing
Used by commercial corporate organisations of a social,
environmental or other cause in partnership with one or
more stakeholders associated with a cause to advance
that organisation’s market position.
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Community business
A trading venture owned and controlled by the local
community. The enterprises aim for self-supporting local
employment and/or local development. Social enterprises
with strong geographical definition and focus on local
markets.
Community/business Partnership
People and organisations of public, business and civil constituencies which engage in voluntary, mutually beneficial,
innovative relationships to address common social aims
by combining their resources and competencies.
Cash flow
A financial diary of an organisation’s expected
expenditure and income.
Common bond
The rules and/or purpose of a cooperative style venture
which determines the philosophy and who may join. They
may include:
- community or residential – anyone who lives within a
boundary
- employment – all employees of a company or group of
companies
- association – membership of a trade union, trade
association or other group.
Cooperative
An enterprise or organisation that is owned and managed
jointly by those who use its facilities or engage in
producing its products or services.
Cost of goods sold
The cost of labour and materials required to produce
products for sale.
Credit union
A financial cooperative bound by a common bond.
Customer
Those who purchase goods and services. Those who
must be satisfied for an enterprise to achieve results.
Deductible gift recipient
Registered status by the Australian Tax Office (ATO) for receipt
of tax deductible gifts by individual and corporate donors.
Economic development
Measurement of employment, capital investment and
trade, based on economic activity that will result in wealth
generation. Two common forms include growth (increased
economic activity) and efficiency (improved output with
minimal additional investment).
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Features
Business terminology that describes tangible aspects of a
product or service eg engine capacity.
Features are product characteristics that deliver benefits
(See also Benefits)
Incorporated association
Registered not–for–profit organisation
Investor
A person, organisation or business which commits money
or capital to gain a financial (or other) return.
Key financial ratios
See sensitivity analysis
Liabilities
In accounting it is a loan, expense, or any other form of
claim on the assets of an entity that must be paid or
otherwise honoured by that entity.
Low/no interest loan schemes
Loans to disadvantaged persons to purchase capital
items with little or no interest payments required over the
agreed repayment of the loan.
Market
The exchange of goods or services for a fee. Including
identification of persons or organisations who are/will be
customers.
Marketing
An integrated approach by enterprises to the offer for sale
of goods, services or ideas.
Mission statement
An organisation’s stated reason for being, its purpose.
Micro-finance
Small savings and lending facilities. Financial services
designed for persons on low incomes including insurance,
bill payment and money transfer.
Mutual society
Organised by members for the purpose of providing a shared
service from which they all benefit. Primarily involved in
financial enterprises, they take a variety of forms, including
credit unions, cooperatives, building societies and unions.
Mutualism/mutuality
An inclusive means of living and working which embodies
interdependence and obligation of every person for every
person. A reciprocal relationship where parties seek to
maximise community benefit rather than individual gain.
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Not–for–profit (NFP)
Terminology for an organisation whose purpose in trading
is to benefit the organisation’s objectives and re-invest any
trading surplus into the organisation a NFP organisation
does not distribute profits to individual shareholders.
Objectives
Specific and measurable levels of achievement.
Philanthropy
The effort by charitable aid or donations by individuals or
organisations intended to promote human welfare,
development, and cultural or scientific pursuits.
Propriety limited company
Registered businesses with a maximum of 50
shareholders.
Sensitivity analysis — key performance ratios
Key ratios: Financial performance ratios used by financial
analysts in judging the financial condition of an enterprise.
Such ratios would include the ratio of capital to total
assets, ratio of the loan loss reserve to total loans, ratio of
loans to deposits, ratios measuring various forms of liquid
assets, and performance ratios such as the ratio of net
income to average assets (return on assets–ROA), net
income to average equity (return on equity–ROE)
Social capital
A measurement of social organisation including networks,
trust and cooperation for mutual benefit.
Social enterprise
Social enterprise is a means by which people come
together and utilise market based ventures to achieve
agreed social ends. It is characterised by creativity,
entrepreneurship, and a focus on community rather than
individual profit. It is creative endeavour that results in
social, financial, service, educational, employment, or
other community benefits.
Social entrepreneur
A leader for social change who is generating a new
approach to achieving greater impact and sustainability in
social development, and inspiring others.
Social exclusion
Terminology for people who experience a combination of
often linked problems, including unemployment, low skills
and education, inadequate housing, low health and family
breakdown.
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Socially responsible business
Recognition of corporations that they exist as an integral
part of society and therefore have a responsibility to the
community.
Social venture capital
Venture capital applied to social enterprise and
recognising the special needs of social enterprise
financial capacity.
Stakeholders
People or groups who have a particular interest in your
organisation. These may include investors, volunteers,
members, partners, government agencies, employees,
suppliers, customers and others whose interest must be
considered.
Triple bottom line accounting
Measurements of an enterprise’s impact, taking social,
environmental and financial factors into account.
Vision/mission statement
A picture of the organisation’s purpose and desired future.
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Social enterprise in Australia
Disclaimer
This handbook does not, and does not purport to, contain all information needed to establish a
social enterprise.
Adelaide Central Mission, Phillips Fox, Rev. Peter Thompson and other contributors do not give
any representation or warranty as to the accuracy, completeness, currency or reliability of the
information contained in this handbook and do not accept:
(i)

any responsibility arising in any way for any errors in or omissions from this document or
for any lack of accuracy, completeness, currency or reliability of this document or

(ii)

any liability for any loss or damage suffered or incurred by the recipient or any other person
as a result of, or arising out of, that person placing any reliance on this handbook or its
accuracy, completeness, currency or reliability.

Nonetheless, statements contained in this handbook have been made in good faith and have
been derived from information believed to be reliable as at the date of this document.
None of the parties referred to above or their respective officers and advisers accept any
responsibility to inform recipients of this handbook, or portion of it, of any matter arising or
coming to their notice which may affect any matter referred to in this handbook.

