Page | 28

[bookmark: _GoBack][image: ]

BSBSMB401 
Establish legal and risk management requirements of small business 
Learner Workbook


[bookmark: _Toc454444013]Table of Contents
  
Table of Contents	2
Candidate Details	3
Assessment – BSBSMB401: Establish legal and risk management requirements of small business	3
Competency Record to be completed by Assessor	4
Activities	6
Activity 1A	6
Activity 1B	7
Activity 1C	8
Activity 2A	9
Activity 2B	10
Activity 2C	11
Activity 3A	12
Activity 3B	13
Activity 3C	14
Activity 3D	15
Activity 4A	16
Activity 4B	17
Activity 4C	18
Activity 4D	19
Skills and Knowledge Activity	20
Major Activity	21


[bookmark: _Toc454444014]Candidate Details
[bookmark: _Toc305663882][bookmark: _Toc454444015]Assessment – BSBSMB401: Establish legal and risk management requirements of small business 
Please complete the following activities and hand in to your trainer for marking. This forms part of your assessment for BSBSMB401: Establish legal and risk management requirements of small business 
Name: 		Anthony McIntosh 
Address:	446 Mundoolun Connection Road, Boyland QLD 4275
		
Email:		scapeforce.landscaping@bigpond.com
Employer:	ScapeForce Landscaping 
Declaration
I declare that no part of this assessment has been copied from another person’s work with the exception of where I have listed or referenced documents or work and that no part of this assessment has been written for me by another person.
Signed:		____________________________________________________________
Date:		____________________________________________________________
If activities have been completed as part of a small group or in pairs, details of the learners involved should be provided below;
This activity workbook has been completed by the following persons and we acknowledge that it was a fair team effort where everyone contributed equally to the work completed. We declare that no part of this assessment has been copied from another person’s work with the exception of where we have listed or referenced documents or work and that no part of this assessment has been written for us by another person.
Learner 1:	Anthony McIntosh 
Signed:		____________________________________________________________
Learner 2:	____________________________________________________________
Signed:		____________________________________________________________
Learner 3:	____________________________________________________________
Signed:		____________________________________________________________


[bookmark: _Toc305663883][bookmark: _Toc454444016]Competency Record to be completed by Assessor
Learner Name:		_______________________________________________________
Date of Assessment:	_______________________________________________________
The learner has been assessed as competent in the elements and performance criteria and the evidence has been presented as;
	
	Assessor Initials

	Authentic
	

	Valid
	

	Reliable
	

	Current
	

	Sufficient
	



Learner is deemed: 		COMPETENT		NOT YET COMPETENT  (Please circle)

If not yet competent, date for re-assessment:		____________________________________

Comments from Trainer / Assessor:
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[bookmark: _Toc360624850]Assessor Signature:		________________________________________________________
Observation/Demonstration
Throughout this unit, you will be expected to show your competency of the elements through observations or demonstrations. Your instructor will have a list of demonstrations you must complete or tasks to be observed. The observations and demonstrations will be completed as well as the activities found in this workbook. An explanation of demonstrations and observations:
Demonstration is off-the-job
A demonstration will require:
Performing a skill or task that is asked of you
Undertaking a simulation exercise
Observation is on-the-job
The observation will usually require:
Performing a work based skill or task 
Interaction with colleagues and/or customers
Your instructor will inform you of which one of the above they would like you to do. The demonstration/observation will cover one of the unit’s elements.
The observation/demonstration will take place either in the workplace or the training environment, depending on the task to be undertaken and whether it is an observation or demonstration. Your instructor will ensure you are provided with the correct equipment and/or materials to complete the task. They will also inform you of how long you have to complete the task.
You should demonstrate that you can:
1. Identify and implement business legal requirements
2. Comply with legislation, codes and regulatory requirements
3. Negotiate and arrange contracts
You should also demonstrate the following skills:
Reading
Writing
Oral Communication
Numeracy
Navigate the world of work
Interact with others
Get the work done
[bookmark: _Toc454444017]Activities
[bookmark: _Toc448951339][bookmark: _Toc454444018]Activity 1A
	[bookmark: _Toc305663885]Estimated Time
	30 minutes

	Objective
	To provide you with an opportunity to identify and research possible options for the business legal structure using appropriate sources

	Activity
	1. Conduct your own research and document advantages and disadvantages in creating the types of legal structure detailed in this table.

Sole Trader Advantages -
· easy structure to establish
· Cheap to run and establish
· Few government requirements 
· Privacy as non-disclosure of profits to public 

Sole Trader Disadvantages - 
· unlimited liability
· Less tax concessions 
· Reliant on one individual 
· Lack of capital 
· Cash flow can sometimes be limited 
· Affected by sick days, holidays, death & retirement
· Responsible for all debts 

Proprietary Limited Company Advantages - 
· Limited Liability
· Completely separate legal entity 
· Shares of company are transferable 
· More tax concessions and advantages
· Can control authority through types of shares issued 
· Company can trade anywhere in Australia 

Proprietary Limited Company -  
· the company can be expensive to establish, maintain and wind up
· the reporting requirements can be complex
· your financial affairs are public
· if directors fail to meet their legal obligations, they may be held personally liable for the company's debts
· profits distributed to shareholders are taxable

Partnership Advantages - 
· business is easy to establish and start-up costs are low
· more capital is available for the business
· you’ll have greater borrowing capacity
· high-calibre employees can be made partners
· there is opportunity for income splitting, an advantage of particular importance due to resultant tax savings
· partners’ business affairs are private
· there is limited external regulation
· it’s easy to change your legal structure later if circumstances change

Partnership Disadvantages -
· the liability of the partners for the debts of the business is unlimited
· each partner is ‘jointly and severally’ liable for the partnership’s debts; that is, each partner is liable for their share of the partnership debts as well as being liable for all the debts
· there is a risk of disagreements and friction among partners and management
· each partner is an agent of the partnership and is liable for actions by other partners
· if partners join or leave, you will probably have to value all the partnership assets and this can be costly

Trust Advantages - 
· limited liability is possible if a corporate trustee is appointed
· the structure provides more privacy than a company
· there can be flexibility in distributions among beneficiaries
· trust income is generally taxed as income of an individual

Trust Disadvantages - 
· the structure is complex
· the Trust can be expensive to establish and maintain 
· problems can be encountered when borrowing due to additional complexities of loan structures
· the powers of trustees are restricted by the trust deed

Cooperative Advantages - 
· All shareholders have an equal vote at general meetings regardless of their shareholding or involvement in the co-operative.
· Shareholders, directors, managers and employees have no responsibility for debts of the co-operative unless those debts are caused recklessly, negligently or fraudulently.
· Members, other than directors, can be under 18, though these members cannot stand for office and do not have the right to vote.
· A co-operative is member owned and controlled, rather than controlled by investors. All members and shareholders have to be active in the co-operative

Cooperative Disadvantages -
· There must be a minimum of five members.
· There is usually a limited distribution of surplus (profits) to members/shareholders, and some co-operatives may prohibit the distribution of any surplus to members/shareholders.
· As co-operatives are formed to provide a service to their members rather than a return on investment, it may be difficult to attract potential members/shareholders whose primary interest is a financial return.
· Even though some shareholders may have a greater involvement or investment than others, they still only get one vote.
· Co-operatives require ongoing cooperative education programs for members
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Activity 1B
	Estimated Time
	20 minutes

	Objective
	To provide you with an opportunity to determine legislation and regulatory requirements affecting operations of the business under its chosen structure.

	Activity
	1. Report on your organisation or in accordance with directions from the instructor, the legislation and regulatory requirements affecting the operations of your business.

My parents operate a small landscaping business, under a family partnership. I manage the business on their behalf. The legislation and requirements that affect a family partnership in Australia depend on which state you reside and operate your partnership. As we reside in Queensland and operate our business in Queensland, the legislation that affects us is the QLD Partnership Act 1891.

We are required to have a separate Tax file number for the business, an ABN number, partners are personally liable for the debts of the business, the partnership doesn't pay income tax on the income earned. Each partner pay tax on the share of the net partnership income they receive. The partners are required to lodge a tax return with the Australian Taxation Office (ATO) each year, each partner is responsible for their own superannuation arrangements - you are not an employee of the partnership and we are required to be  registered for GST if the annual income turnover is $75,000 or more.
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[bookmark: _Toc454444020]Activity 1C
	Estimated Time
	20 minutes

	Objective
	To provide you with an opportunity to develop and implement procedures to ensure full compliance with relevant legislation and regulatory requirements.

	Activity
	1. What methods are used to implement procedures to ensure full compliance with the relevant legislation and regulatory requirements governing your specific business operations? 

You may make reference to your answers in Question 1B.



In order to ensure the partnership has full compliance we undertake the following procedures:

· Have a separate tax file number for the partnership 
· Keep proper financial records 
· Lodge tax returns yearly 
· Ensure we are registered for GST 
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[bookmark: _Toc454444021]Activity 2A
	Estimated Time
	30 minutes

	Objective
	To provide you with an opportunity to establish systems to ensure legal rights and responsibilities of the business are identified and the business is adequately protected, specifically in relation to work health and safety (WHS), business registration and environmental requirements

	Activity
	1. Detail/report your company’s systems to ensure the legal rights and responsibilities of the business are identified and the business is adequately protected.

To ensure our business legal rights and responsibilities are met and protected we have implemented the following procedures:-

· Policy and Procedure Manual – which outlines the business policies / rules outlining guidelines, specifying how employees should carry out their duties, staff details for who is responsible for certain areas in the business. 
· Business details register 
· Safe work practices 
· Emergency procedure manual 
· Responsible staff members allocated to all different areas – first aid officer / WPHS officer  
· Employees undertaking induction courses and training courses
· A business manager who takes responsibility of the staff safety
· An office manager who takes responsibility for business rights and responsibilities, and; 
· A HR – Officer – where employees can get assistance with any issues / concerns they may have.  




















[bookmark: _Toc305663886][bookmark: _Toc448951343][bookmark: _Toc454444022]Activity 2B
	Estimated Time
	25 minutes

	Objective
	To provide you with an opportunity to identify taxation principles and requirements relevant to the business, and follow procedures to ensure compliance, and identify and carefully maintain legal documents and maintain and update relevant records to ensure their ongoing security and accessibility.

	Activity
	1. Define a sole trader, an incorporated company and a trust.

Sole Trader – is an individual who is exclusive owner of a business who is entitled to keep all profits after tax liabilities have been paid. A sole trader is personally liable for the business losses. 

Incorporated Company – is a separate legal entity created by a charter, constitution, prescription or legislation. An incorporated company in Australia is incorporated by registration with the Australian Securities and Investment Commission, better known as ASIC. 

Trust – is a structure where a trustee carries out business on behalf of the trust’s member or beneficiaries. A trust is not a separate legal entity and is set up through a trust deed.  


2. What legal documents may you have to maintain?

Sole Trader – 
All financial records for 5 years including:-
· Income & sales records; 
· Expense & purchase records;
· Year- end records;
· Bank records 
· GST records 
· Employee & Contractor records 

Incorporated Company – 
All financial records for minimum of 7 years including:-
· Financial statements – profit/ loss accounts;
· Balance sheets, depreciation schedules;
· Tax records;
· General ledger & general journal 
· Asset register 
· Computer back up discs 
· Cash records;
· Bank account statements;
· Bank reconciliations;
· Loan documents;
· Sales/ debtor records;
· Work in progress records;
· Job/customer files;
· Creditors records;
· Annual returns / ASIC forms;
· Wages & superannuation records;
· Minutes of meetings;
· Register of members, options, debenture holders & charges;
· Copies of deeds, contracts, leases & guarantees

Trust- 
All states and Territories in Australia have their own legislation which provides the basic powers and responsibilities of trustees. All financial records and establishment documents relating to the trust must be maintained including the following:-
· Trust Deed;
· Minutes of formal meetings;
· Annual accounts;
· Tax returns;
· Investments;
· Property transactions;
·  Bank records; and 
· Significant decisions made by the trustee on behalf of the trust. 





[bookmark: _Toc448951344][bookmark: _Toc454444023]Activity 2C
	Estimated Time
	20 minutes

	Objective
	To provide you with an opportunity to monitor provision of products and services of the business to protect legal rights and to comply with legal responsibilities and conduct investigations to identify areas of non-compliance with legal and regulatory requirements, and take corrective action where necessary

	Activity
	1. Suggest three options that could likely cause an error in compliance. For the areas identified, give your recommendations on ways to eliminate future occurrences. 

· Not financial reporting -  in order to eliminate this error of non-compliance, financial records need to be keep up to date and all required documents need to be lodged with any governing body for the business structure (ASIC documents must lodged for an incorporated company). 

· Non business procedures – in order to eliminate this error of non- compliance, a business should implement policy and procedures for their business to ensure all areas of compliance are met. 

· Non- compliance by employees – in order to eliminate this error of non – compliance, a business needs to promote and encourage good compliance culture and positive attitudes with their employees. 







[bookmark: _Toc454444024]Activity 3A
	Estimated Time
	25 minutes

	Objective
	[bookmark: _Toc323129158]To provide you with an opportunity to seek legal advice on contractual rights and obligations, if required, to clarify business liabilities, investigate and assess potential products or services to determine procurement rights and ensure protection of business interests where applicable

	Activity
	1. In pairs, groups or individually list five contractual rights and obligations that could give cause to potential business liabilities. 

1. Contract not in writing and not signed by all parties; 
2. Parties to the contract correct legal names are not correct;
3. Insurance requirements not specified;  
4. Limitations of liability not specified; and 
5. Termination provisions not specified 





[bookmark: _Toc448951346][bookmark: _Toc454444025]Activity 3B
	Estimated Time
	30 minutes

	Objective
	To provide you with an opportunity to seek legal advice on contractual rights and obligations, if required, to clarify business liabilities, Investigate and assess potential products or services to determine procurement rights and ensure protection of business interests where applicable.

	Activity
	1. List five products or services to determine procurement rights and ensure protection of the business interests where applicable.

· Insurance – making sure your business has the correct insurance cover and is insured for the correct amounts; 
· Obtaining and using the correct materials – making sure your business uses the best and correct materials for all jobs; 
· Have a compliance program implemented - A compliance program is an internal system or process employed by a business that is designed to:
        - identify and reduce the risk of breaching the Competition and Consumer Act (CCA)
        -  remedy any breach that may occur
        -  create a culture of compliance within the organisation. 
· Avoiding scams – making sure you are aware of the common scams that target small businesses. You can do this by signing up to the ACCC’s scamwatch website. 
· Have Terms and Conditions implemented – this will ensure both the business and the customer rights are protected. 




[bookmark: _Toc448951347][bookmark: _Toc454444026]Activity 3C
	Estimated Time
	30 minutes

	Objective
	To provide you with an opportunity to negotiate and secure contractual procurement rights for goods and services including contracts with relevant people, as required, in accordance with the business plan

	
Activity
	1. Create a five point plan on negotiating for securing contractual procurement rights for goods and services contracts.



1. Prepare effectively ( research needs); 
2. Understand and consider the needs , requirements and interests of all parties (work out what each party want and require);
3. Manage the power of your negotiation style (don’t be too aggressive); 
4. Generate value through creativity; and
5. Successfully address all key elements of negotiation cycle through optimal preparation, engagement and review (double check all aspects of the contractual agreement  before signing off). 






[bookmark: _Toc323132473][bookmark: _Toc448951348][bookmark: _Toc454444027]Activity 3D
	Estimated Time
	25 minutes

	Objective
	To provide you with an opportunity to identify options for leasing/ownership of business premises and complete contractual arrangements in accordance with the business plan

	Activity
	1. What would be your choice, to either lease or purchase premises for a small business in your capital city, and why?

After considering all factors and comparing the economics of leasing vs. buying, I believe leasing wold be the better option for a new small business. The main advantage of leasing a business facility is that your initial outlay of cash to gain the use of an asset is generally less for leasing than it is for purchasing. No capital is required; therefore if your cash flow is limited leasing is a much easier and commercially friendly option when you are just starting out. Also if your business is unsuccessful and you lease a premises for your business you may be able to sublet the property so that your financial loss is minimised. 

A lease also allows you to negotiate the lease terms and conditions offered by the landlord. A landlord wants their premises occupied to also obtain an income therefore this allows you negotiation room. 

Leasing allows flexibility, so if you lease a property for your business and your business needs change (for example if your business expands) and the premises become unsuitable you can abandon premises on expiry of the lease with no further commitment. Leasing allows you an escape route if the business is struggling.



[bookmark: _Toc448951349][bookmark: _Toc454444028]Activity 4A
	Estimated Time
	20 minutes

	Objective
	To provide you with an opportunity to identify potential internal and external risks to the business

	Activity
	1. Give examples of internal and external risks that may affect your organisation.

Internal Risks 
Stability – The ability of a business to manage its finances; meet its debt obligations and return capital to its investors is integral to its success. A business which is financially stable can grow its profits more easily than one which is not; furthermore, investors, lenders and employees are more willing to engage with and invest in a financially stable company. 

Organisational structure – How a business is structured can also mitigate or enhance a business’s success. It’s of paramount importance that a cohesive and efficient structure is established and maintained if a business is to function smoothly and carry out the goals and aims of the company effectively.

Politics and Mismanagement – Internal company politics, particularly in family businesses, can be debilitating; causing management and staff alike to focus, not on the market and the job at hand, but on what’s happening internally.

Resources – Having enough financial and human resources is crucial; if your business is lacking in either of these, you will find it difficult to achieve your business goals. Resources – Having enough financial and human resources is crucial; if your business is lacking in either of these, you will find it difficult to achieve your business goals.

Staff - Unless you're a one-person show, your employees are a major part of your company's internal environment. Your employees have to be good at their jobs

External Risks 
The Economy– whether it’s boom time or bust, how the economy is doing impacts on your business.

Political-Legal Factors – changes in government or government policies and legislation can impact on business, which is why business owners need to keep abreast of latest developments

Technology– if you wish to remain relevant, make sure that you monitor technological developments in your field and in the wider business sphere

Natural – acts of god or natural disasters are something that you will not be able to prevent, such things as earthquakes, serve thunderstorms and floods etc 

Competition - Unless your company is unique, you'll have to deal with competition. Competition can make or break you



[bookmark: _Toc448951350][bookmark: _Toc454444029]Activity 4B
	Estimated Time
	30 minutes

	Objective
	To provide you with an opportunity to assess the probability and impact of identified risks

	Activity
	1. For each risk you identified in Activity 4A, assess its probability and impact.

Internal Risks 
Stability – The ability of a business to manage its finances; meet its debt obligations and return capital to its investors is integral to its success. A business which is financially stable can grow its profits more easily than one which is not. – the risk of stability is therefore likely and would have minor impact on the business.  

Organisational structure – How a business is structured can also mitigate or enhance a business’s success. It’s of paramount importance that a cohesive and efficient structure is established and maintained if a business is to function smoothly and carry out the goals and aims of the company effectively. This risk is highly likely to occur as having a well-structured business makes things run well and the impact of a well ran business would be minimal. 

Politics and Mismanagement – Internal company politics, particularly in family businesses, can be debilitating; causing management and staff alike to focus, not on the market and the job at hand, but on what’s happening internally. This risk is highly likely to occur in family run business and if it were to occur the impact on the business could be moderate causing some financial loss and disruption to business.  

Resources – Having enough financial and human resources is crucial; if your business is lacking in either of these, you will find it difficult to achieve your business goals.  This risk is likely to occur and if it did the impact of the risk on the business would more than likely to have a major impact which could cause a large financial loss and business delays. 

Staff - Your employees are a major part of your company's internal environment. Your employees have to be good at their jobs. Not having capable employee is another risk which could be possible and the impacts of this risk could be major which may cause a large financial loss and business delays.  






External Risks 
The Economy– how the economy is doing impacts on your business. This risk could be highly likely to occur and the impact could be catastrophic resulting in complete financial loss or minor with minimal financial loss depending on the way in which the economy goes. 

Political-Legal Factors – changes in government or government policies and legislation can impact on business. This risk could be highly likely to occur and the impact could be catastrophic resulting in complete financial loss or minor with minimal financial loss depending on policies and legislation introduced. 

Technology– remaining relevant, and keeping up with technological developments. This risk is also highly likely to occur and the impact could be catastrophic resulting in complete financial loss if your business doesn’t change and advance with technological advances. 

Natural – acts of god or natural disasters are something that you will not be able to prevent, such things as earthquakes, serve thunderstorms and floods etc. This risk is possible and the impact could be major with large financial loss and long business delays. 

Competition - Unless your company is unique, you'll have to deal with competition. This risk is also highly likely to occur and the impact could be catastrophic resulting in complete financial loss if your business doesn’t compete with other businesses. Competition can make or break you




[bookmark: _Toc448951351][bookmark: _Toc454444030]Activity 4C
	Estimated Time
	25 minutes

	Objective
	To provide you with an opportunity to prioritise risks for treatment

	Activity
	1. Create probability-impact matrix and determine which risk has the highest priority.



	
	Minor 1 
	Moderate 2 
	Major 3
	Castrophic 4

	Highly 4
	5
	6
	7
	8

	Possible 3
	4
	5
	6
	7

	Likely 2
	3
	4
	5
	6

	Unlikely 1
	2
	3
	4
	5




8 has the highest priority as it’s the highest PIM number. 








[bookmark: _Toc448951352][bookmark: _Toc454444031]Activity 4D
	Estimated Time
	25 minutes

	Objective
	To provide you with an opportunity to develop actions to mitigate risks including identifying insurance requirements and adequate cover   

	Activity
	1. You are about to take out an insurance policy. Thinking about the likely risks to your business, suggest the approach and cover you would likely use to insure against the following risks. 


Likely risks which my require insurance:

· Theft 
· Mistake / job error 
· Damage to customers property 
· Accidents 
· Staff injury 

      Insurance required to help with above risks:
· Comprehensive insurance for work vehicles and equipment
· Professional indemnity insurance 
· Public liability 
· Workers compensation 


























[bookmark: _Toc454444032]Skills and Knowledge Activity
	Estimated Time
	60 Minutes

	Objective
	To provide you with an opportunity to demonstrate your knowledge of the foundation skills, knowledge evidence and performance evidence.

	Activity
	Complete the following individually and attach your completed work to your 
workbook.

The answers to the following questions will enable you to demonstrate your knowledge of:
· Reading
· Writing
· Oral Communication
· Numeracy
· Navigate the world of work
· Interact with others
· Get the work done
· Outline business registration and licensing requirements
· Identify commonwealth, state/territory and local government legislative requirements relating to business operation
· Explain creation and termination of relevant legal contracts
· Summarise relevant cultural differences and legal implications
· Describe legal rights and obligations of alternative ownership structures
· Outline necessary record keeping to meet minimum legal and taxation requirements
· Summarise relevant consumer legislation and industry codes of practice
· Outline the key steps in the risk management process
· Explain relevant insurance requirements and products

1. What texts may you have to read to assess the legal and risk management requirements of the business?

Relevant Legislation relating to your business, Statute Laws, Industry and Work Health and Safety Codes of Practice. 

2. What reports and workplace documentation may you have to write?

The following are some reports and workplace documentation you may be required to write:
· Financial statements;
· Minutes of meetings;
· Constitutional documents;
· Employment contracts;
· Partnership agreements;
· Contractor agreements; 
· Workplace Health and Safety manuals 
· Workplace procedure and policies 
· Supplier agreements 
· Tax invoices 
· Purchase orders 

3. What skills are needed to communicate effectively during communications?

The following skills are some that are required to enable you to communicate effectively:
· Listening;
· Confidence;
· Empathy;
· Negotiation;
· Respect;
· Clarity; and 
· Open mindedness 

4. What information might you need to determine insurance costs?

· Types of insurance;
· Number of policies required; 
· Amounts of insurance needed for each policy; and
· Who you are insuring with

5. What are organisational policies which may apply to your ethical behaviour?

Some of the organisation policies that may apply to ethical behaviour are as follows:
· Duty of Care;
· Confidentiality;
· Trust worthiness;
· Respect; and 
· Loyalty 

6. Why may you need to seek legal advice?

To obtain advice on contractual rights and obligations and employee issues.

7. What sort of information may you need to store securely?

The following are types of information that you need to store securely:
· Financial records – tax documents, loans documents, bank statements etc.; 
· Employee records;
· Client records;
· Legal records; and 
· Policy and procedure manuals 

8. What are the benefits of being on the Australian Business Register (ABR)?

The ABR is an effective way to use resources, it allows you to have a better understanding of your client base, it allows you a greater confidence in information you receive and it gives you a greater ability to serve the community. 

9. What local, state/territory, commonwealth and international legislation, regulations and codes of practice may affect business operations? 

The following legislation may affect business operations:
· Business registrations;
· Fair trading; 
· Contracts;
· Importing & exporting;
· Intellectual property;
· Employment;
· Environmental laws/ requirements;
· Marketing; and 
· Bullying and Harassment laws 

10. What elements must be present for a legally enforceable contract?

The following elements must be present for a contract to be legally enforceable:
· Offer;
· Acceptance;
· Intention; and
· Consideration 

11. How can you manage diversity and cultural differences within a workplace?

To manage diversity and cultural difference in the workplace the following could be introduced:
· Create inclusive policy and procedures;
· Provide training;
· Facilitate effective communication; and 
· Encourage interaction 

12. What alternative ownership structures exist?

The following alternative ownership structures exist:
· Sole trader;
· Company;
· Co-operative;
· Corporation;
· Partnership;
· Trust; and
· Government owned enterprise 

13. What records will you need to keep in order to meet taxation regulation?

In order to meet taxation regulations the following records need to be kept:
· Sales records;
· Purchase / expense records;
· Year-end income records;
· Banking records;
· Payments to employees & contractors;
· PAYG withholding for business payments; 
· Fuel tax credits; and
· Receipts 

14. What is the purpose of the Australian Competition and Consumer Commission?

The Australian Competition and Consumer Commission better known as the ACCC, is an independent Commonwealth authority whose role is to enforce the Competition and Consumer Act 2010, and a range of additional legislation promoting competition and fair trading. 
15. How would you assess risks within an organisation?

The following are some of the ways you can assess risk within an organisation:
· Identify hazards;
· Determine who might be affected and how;
· Evaluate the risks and decide on control measures; and 
· Record findings and implement procedures

16. What insurance requirements may your organisation have?

Some insurance requirements are as follows:
· Public liability;
· Professional indemnity insurance; 
· Asset protection; and 
· Workcover 
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Major Activity								
	Estimated Time
	60-120 Minutes

	Objective
	To provide you with an opportunity to demonstrate your knowledge of the entire unit.

	Activity
	This is a major activity – your instructor will let you know whether you will complete it during class or in your own time.

Attach your completed answers to the workbook.

You must individually, answer the following questions in full to show your competency of each element:

1. Identify and implement business legal requirements
2. Comply with legislation, codes and regulatory requirements
3. Negotiate and arrange contracts
4. Identify and treat business risks

1. Which business legal structure do you believe is the most appropriate? Note the positive and negative aspects of your chosen structure in relation to your business needs. 

I am of the view that a sole trader structure is the best business structure for a small business. The main advantage of this structure is the set up is simple and easy, you also have full control of your assets and business decisions and it requires fewer reporting requirements. The major disadvantage or down side to this form of structure is that it has unlimited liability, so all your personal assets are at risk if things go wrong for you. 

2. What kind of permissions do you need to secure and maintain for your business?

The following permissions may be required to secure and maintain your business to ensure that you and your business are fully compliant:
· Licenses;
· Permits; and 
· Insurances 

3. Pick three elements of general reporting on Section 1.3 of the Learner Guide and explain them in the context of your company, describing what you need to do in order to satisfy this requirement. 

· Keeping proper financial records – you need to ensure copies of all invoices and receipts are kept, bank statements are kept in secure storage with backups in place;
· Record all meeting minutes and resolutions – document all meetings held with employees noting all major decisions made – follow up with emails employees noting minutes and resolutions; and 
· Prepare  and have audited financial statements and reports after the end of every financial year – this will ensure all documents and reporting procedures are correct and compliant. 

4. What measures do you have in place regarding WHS policies and procedures? Explain why they are effective. If your company has not yet been opened or established, write about what you may need to implement and why.

We have a Work Health and Safety policy manual which all employees have received a copy of. We have also obtained a signed written confirmation from each employee that they have read and understood the policy. The policy outlines the goals, responsibilities and obligations of both the business and its employees. 
Ensuring that all employees have read and understood the policy by getting them to sign a copy of the policy is effective as they need to provide confirmation of its understanding and meaning, therefore ensuring they have awareness of the requirements. 

We also have a WHS officer who has been appointed to assist employees with any queries they may have with WHS policies and procedures. 

5. Which description in section 2.2 of the Learner Guide applies to your business? Explain how this works in relation to your business. 

The sole trader description best applies to my business. We are a simple business structure, where the business income is treated as individual income. I have an ABN and carry on business in Australia and I manager and control the business as an individual. 

6. What kind of records do you keep in relation to finance? Explain why each system you use is appropriate for your needs. 

The following financial records are required to be kept:
· Income and sales records – these are important to show the amount of income the business in generating;
· Purchase and expense records- these records are important to show the amount the business is paying out to operate;
· Year- end records – these records are important to show the liabilities of the business and the profits made; and 
· Wages and superannuation records – these records are important for tax purposes and to show the costs associated with running the business. 

7. What legislation may affect any contracts associated with the running of your business?

The following legislation may affect contracts associated with running a small business:
· Commonwealth Independent Contracts Act 2006;
· Fair work Act 2009;
· Australian Consumer Law Act 2011;
· Retail Shop Leases Act 1994;
· The Competition and Consumer Act 2010;
· Work Health and Safety Act 2011; and 
· Anti-Discrimination Act 1991.

8. What measures could you put in place to detect incidences of non-compliance?

Monitoring and auditing measures could be implemented to ensure that the business activities work. These measures will also ensure that ethics and compliance processes continue to work and improve. 

9. What can you do to ensure legal co-operation with contractual rights and obligations?

In order to ensure legal co-operation with contractual rights and obligations are met, you must ensure that the four (4) elements of a contract are met. They are as follows:
· Offer;
· Acceptance;
· Consideration; and 
· Capacity 

You should also always make sure you get legal advice and have any contract or obligatory document reviewed by a legal processional. 

10. What systems can you implement to ensure you are sourcing the right item, from the right supplier at the right time? 

In order to ensure you are sourcing the right item from the right supplier, it would be a good idea to implement a specific suppliers selection criteria and follow the following steps:
· Create a list of what your clients’ needs and the type of service you want;
· Work out how you will find suppliers;
· Request proposals or quotes;
· Evaluate submissions supplied; and 
· Monitor the supplier’s performance.

11. Through the general running of your business, who can you expect to have contracts with? How does each person or company fit into your business plan?

The following are who you can expect to have contracts with:
· Suppliers – they help support your business and your clients;
· Clients – they help generate income for your business which in turn helps you employee staff and make a living; and 
· Employees – they help run the business and service your clients. 


12. Is renting or buying more ideal for your business needs? Explain why and how you made this decision and detail the options that are available to you in this endeavour. 

I am of the opinion that renting is more ideal for my business. Renting allows me to have a business space based on obligations and conditions outlined by an agreement, which I am able to negotiate with the owner. Renting is not a long term financial commitment, therefore if my business needs change for the better or the worst I am able to leave the business space once the time-frame on the lease has expired. I am also able to calculate my potential costs over the term of my lease. I believe renting gives me more freedom. 

13. What is the difference between internal and external threats?

Internal – are forces that affect the business from within the business associated with the decisions and actions taken by it. 

External – are factors which are not under the control of management and affect the business plans outside the business such as competitors and natural disasters. 

14. What are likely or certain risks within your business?

Likely - things that have a strong possibility of occurring. Risks include:
· Utilities / service failures –power outages 
· Legal risks – contract breaches 
· Staffing – human error and conflict management 

Certain – things that are excepted to occur due to past events. Risks include:
· Sick leave due to illness 
· Technology – computer failures 
· Market – changes in consumer preference and competition

15. How can you prioritise risks?

Risks can be prioritised by following the below procedure:
· Identify risks;
· Minimise/ eliminate risks;
· Identify who it could affect;
· Determine and plan contingencies; 
· Communicate the plan; and 
· Prepare a risk management plan.

16. What compulsory insurance must you obtain in order to run your business? What extra or voluntary insurance could you also get, and why?

The following are a list of compulsory insurance you must obtain to run your business:
· Public liability – is designed who individuals who interact with customers or members of the public. It protects against claims of personal injury or property damage that a third party suffers (or claims to have suffered) as a result of your business activities. 
· Professional Indemnity – is designed for individuals who provide advice or services to their customers and protects your business against legal costs and claims by third parties for damages arising from acts, omissions or breaches of duty in the course of running your business.
· Workcover – this insurance protects you and your workers against financial hardship as a result of a workplace accident. 
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