accoum‘mg v$ BOOKeePing
Finantial of the

W Interpretation of the W maintaing recorols

Stotewments (from bookkeeper) Financio|l $tatement | Tangaciion
- Involves collecting , recoro(-‘nj, - Engures that they ave up
classifying anol inderpreting 1o olate ond accuvate.

he Finangiol Dovia

PROCESS #f BOORKEEPING
Transaction — Business vocument —> Books of
Trial Balance <4&— LedgevrS 4— Prime Entry

- BUSINESS bocumen-ts
> Invoice

~ 8y SCller : vemoand for payment (only when buying [Seliing goodls on crealit)
> Oebit Note

- By Customer : Request reotuction in invoice
W Credit Note

- By seller : Accept restuction in inveoice
p Cheque

- By customer @ Payment of amount
W Recewpt

= By seiler © Acknowledgement of payment
W Statement of accounts

-~ 85 geller : To Summarise transqcticn

- BOOK -sf~ PRIME ENTRY

w Journals

- General [ Purchages /P.R /%ale9 / SR ( Goools on cvedit)
> Cash book

- Normal [ Petty cash (0n cash{bank)

“EEDGERS”

w Every indivioual account from Journals
= Total for the month (TFTM) posted only

» Dpebit p Credit
- Rsset, Expenses - Revenue, Liability



RCCOUNT | NG

WW&%
Realigation

>  The revenue i3 r¢c05ni9u( as beins earned when owner ship of soods passes 16 cugtomer.

Prudence

> Asset anol profit Should NOT be overstated

Matching
W (o3t and Expenges Shoulal be matcheol against+ REVENUE

Duality
> Every tran8action has a 2 folol aspect.

Money Measurement

W Transaction must ve expvesseol in monetary Jevmg

Business Entity

b  Finoncial Tavigaction 0§ business must be szremfe from owner

(oing Concern

B Financial Statement Aassumes busines8 will continue +o ofem’re indefinate lj

Materiatity
W Purchases 0f small amounis shoulol not be written a3 NCA but be writien off in the year

a3 they are incurreol

Consistency
>  The SAME accounfmg treatment wmust ye aﬂvlied 40 similar items at all times

> To ensuve Income Statement anol SOFP con be compared meanins{'«llg

Historic Cos+

W Transaction8 reécorded ot cost Price t0 the business



DEPRECIATION

W estimateo lost in value of NCA over its expected working life

Purpose
1> To spreao( +he cogt of NCA over e useful fife

W To Comply wilh km|n+cl+in3|rri+cirlkii Lall cost shoulel be matched with vevenue]

Why depreciarion has to be provideol for in the Final Accounte of the business ?
w To rrov-’ole for WeAr and teav of #he assets used durivig operationg

w T calculate profit anol bss accuvately

W To ensuve mafch;ng Fr:ncl‘rle 8 nfr(.‘u(

D> Better allocotion ot costs agains+ revevniue

Cauges of olepveciation :
@ Phgsicm detioration [wear avol teor]
@ Economic reasons [+technology / gqrowth in comrany]

€ Passage of yime [outdotesl - |ose value]

@ Depletion

S‘Wo«ig\fﬁ \ing Reducing - balance

cost of 0sset x peveentage . Net boek vawme x percentage = 1117

= 177 LFiveod tov all yeave]
Advontages :
w Swmeple +o unole rgtaviol owiol easg t0 calculate
W  Depreciates evenly
W Helps to edtimatre awmount of olepre ciation
in  aolvawnce
Digaolvanta ges .
W Equal amount clno.v9¢o( evevy yeas
although copa cHB (!FF:‘CMIICS deelines
W 00e3 no} congioler seasonial Flunctuatiend

in the use of Livep asgsets

> Cost of agget - accumalatedt o(erreciaﬂon
Aolvnvx‘ra%te ¥

> Sawe percentnge writen off evevy yeor
W Higher Z chAvgco( in eavlj years where

moachine i3 most efficlend

Oisaol vantages .
> morve complicatead
W Yakes very long +o write oft asgets

unless o high vate of depreciotion ‘S usea



ERRORS

WAWM/LM»

Not obvious vs Obvious
W Not n#eeﬁnj W Affects the
trial balance trial palance
N2 {
-  CommisSsion Sugpense account
L Oomigsion MusSt be crimate

L ?vlnurlt
L Oflgu'mhl E_n‘hrj

L Revevga |

-

Comrmsah'nj

Omisgion Original Entry

Completely omitteol (misseol) from books w wrong figure { amoun

CommiSsion Revervsa |

wrong accowht , SAME class W Deb ingtead of creofit (vice versa)
Principle Comren saﬂnj

Wrong account , WRONG class W 2 or more ervors cancel each other out

rans ros'-{-ion *
W 2 numbers ave reverseol
(¢q. uso —p ugs)



== BANK RECONCILIATION STATEMENT e

L> Purpose : To explain the oifference between e bonk stalewent anal cash book

4 Casw Book (R) o - Bank Statement (L) +

Uncreotiteal \Anrresm\-eo( Patreol with

D Boank intevest
Cheques veeeived | cneques issueol

W Goth uncved:ted [ presented chaeques W Mapresented [Creclideod cheques might

ove recorded in coash book but not appesr here olue +to +amin5 ofiffeven ce

not yet recoroled in vank statement When Creativng these accounte + oiff PP cveate

x  (askh book moay neeol +o ve at +he £  Bankev wight  + |~ dvem account without

enol of +he yeoar due to diffevence informing business owner (eg. bank interest)

in bownk statement [ make comparison ] Thug, it neeols 10 be upolatect in cash vook

o wmelbvod o

Balovnte as per cash ook XX X
(+) Unpresenteo| XX
(-) uncreolited (%x)
Balance as per bonk gtatement X ¥ ¥
OR
Balavite as per bank statement XX ¥
(+) uncveclifed <X
(-) Unpresented (*x)
Balance ag per cash book X ¥ ¥

Why 18 the bonk statement balance is opposite 1o e bonk aecount show vt cosh ook ?
W The bank statement is a copy of the bank account of the business but in the books (eyes) of e banik

- | Prepared v viewpoint of the bonk (bavker)



Partne rship

Partnerghip agreement Purpose :

(£) nterest on capital Recoroled To avoiol d;saﬁuemen'\'g

(%) Partners Salmj n current B or misunderSMnainJ in

(€) Salee Commission appropriation e portnersghip.

(R) interest on Drawings | oceounts
~ RAppvepriation account [14s] - Current Account (L) +
Predit fov the year XX Drawingg xx|xx | Int. 0a Copital | xx|xy
Intevest on otrawmgs XX XXX Int. on almw‘mjs xx| xx | sates comm. | x¢| x¥

KK KK Salaries x| xx

) nfpro rri ation

Paviners SMarg %X % xx | xp vx | xx
Intevest on CArHA\ XX

Sales Commiggion X¥ (xxx)

Profit /Loss Shared * xxxx

Alternate presentation in Gopp  [next page —» ]

ADVANTAGES ve DISADVANTRGES

Accesg additional capiial Profits shareol
Share \oss/ risk vigagreements

Share responsibilities Greater regponsibility

§ & & §
&§ &§ § &

Additional ickeas Harder decision making

Reasons pariner may make a loan instead of additiona) capital ?

> Gireater set:wHJ

b Repaidl before capital in winding up

Wwhy interest on capital received 7 wv\5 interest on odrowingg charged ?
W Rewarols for LD To limit partners drawingg

- Business investmentg W Ensure enovgh cosh is retain in buginess

- lost oppurtunity cost of Aolvantages

capital involved L To partnerg: Reoluces meinﬁs
Advantages L To parinerchip:
- To pariner : Rewardeol for investing - Prevent pariner from taking out cagh from
L To partnership : Encourages each partnes ousiness , causing cash flow problems
to inVest in the business - Discowrages large [ early cagh withdrawels

= lmprove cash [ working pogition



Copital anol Uawilities pecsem \ | rerson 2| Tota

Capital Account XX X ¥ XX XX
8alance blol [Date] XX rY¥
Interest on Capiton X¥ X¥
Pavinevs Salavy X ¥ XK
Peofit shaveel X X XK
(-) Orawings X X XX
ntevest en odrawingg XX 1 3’4
Less ghavedd X ¥ ¥

XX XX X

XX X ¥




accounts

> To calculate how mwuch it has cos+ he business +o manufacture the goools prootucest

in the FFnaneial Year

Raw Materials
W GosdS remaining (0 e evial of the year) which were purchwto( for conwr+in5 into

Finished foools

Work in Progress
1 Goodls which ave partly made (at the end of the year)

W  tems of rroduc“'im which ave paﬂ»ln\lg compltfu(
Divect cost / Expenges

Fac&ovg Overheaol
> INDIRECT factory expenses

- Connot be easily tracedl to the prooluct manufactu veol

¥ SO0FP of mmm"ac-iwms business follows the same Lormat except +nere may be 3 inventories
€g. Curvent Asset
Mvenfarj - Material XX %
- Finisheol goods K XX

-~  wWork in progvess XXX



CLUB

Non - Fra-('H- orﬂav\isnﬂons

IACCRVHAIGHERFRRAIED A25¢ - Liailities
W Equivalent to @apitaD in o tracting ovgonisation

W Annual surpius ( wio deficit) accumalated

Cinceme avoliExpenalitai@d) > NOT income statement

Ww Non wwnehn_uj itemg

© wcluoles adjustment fov oaccvued [prepoiot

/ \ W Use PFTY fvem \neome Statement
'\‘md(wg Profid avol Lo Qg
Revenue (Sales) Gross Prodi4
“'O -‘Q

Grogs Profid PETY



COMPRINY

SOLE TRADER Limiteol Liability

- RDVANTRGES W Members only l0se what they investead

W Few legal requlations

W Hig own boss = {ull control Untimitea ttability :

W  Freedom 1o make own decision $ W 1§ business cannot P*Y olebls . the owner hasg to
> Receive all prodits

peY from personal belomging
- DISADVANTAGES

v Untimitead la'nloil.‘-}g*

W  Limited source of finance

W Mo continuity of business after oleath

LIMITED COMPRNY
W Owners of companies @ Sharehololeve T members of one company ]

2> Jointly owned by ppl that has investeod in t

2 Types of sSharehololers
L Private \mited companies
- Owneol by family [ friends

- 1h¢5 invest came anph. fun the business

% Al ShareWoloers nave
limited liabity

- Swaves conmot be Soldl | transferred wfo agreement of others

Shavewololers own compony

Shoaves offeved 10 public and its traoled on sfock exchawnge Directors controls compary

= Conoluct by directors

Sware Capital

Prefevence Shovep co ital

-~  Ret@ive FIXED RATE of diviolenol

Ovdlina vy Shave Cop ital

-  Receive VARIVABLE Aiviolends

- Mot entitlek {0 vote in Sharehololers AGM

- Receive dividenal of profit bl orolinary Share diviolend W one vote per shave

L Hig\ncr Pr'IOrH”
- Receive copidal before oro(:na\vg Shareholders ord:mr5 Share diviodend
Lin event company is closed ]

if company Closes
Divichenols : Paid o shareholders (like a veward for investment)

» From rro{-‘H's of company

-  Be entitied o vote v ALM

- Receive dividend of profit afder

LSt one to veceive calma(



Avthovigeol sviave carHa\

L Maximum amount of shares a company is alloweor Yo sell

issued shove capidal

L amownt of ghares actvally igsued | sold

called - up capital

L Tolal amount of money askeo for from itg ‘we-ccreme avol ovolinavy ghaveholders

Paiol -up mr-"l'al

L Pavt of calied-up capilal where money was actrally peen veceiveol from itg pvederence and ovolinovy shaveholders

Profit fov the year (1007)

l

Geneval Reserve (sor

Retained Eamin3$
(307)

Starement of choviges tn equity ...

|

Diviclends (267)

Shave Cap | Gieneral - R | Retained Profits| Total
Bal a+ ' Jan 2020 XX K K KX
PFTY XXX XXX
Transfer o General . R X% XK (xx% w) 0
Diviolenol paviol (XXX ) (x%Xx)
eal ot 21 Oec 2020 Xx X XXX X X XX K
SOFP extract - ..
E‘\.““ﬂ ond Liovilities
Equity awnol Regevves
Shave Capital X X¥
Gieneral Regtvve X X%
Retaineol Profits Xy
Srarehololers fung XXX




RAT 10

. &P cA
(D Gross MArgin — e X 100/ (® Current Ratio <L ~> Ratioef 2:\ is ideal
i i pET Caal . . CA - y
@ Profit Mﬁfsln WZ? x 00/ @ L\qulo( / Quick Ratio ln::mor
W Aciol test W@ Ratic of 1:] i3 icleal
(14

@ Mark- up oo x 0oy

@ Rate of inventovy turnover
o3

() Return on «CapitalnEmployest gy * | N0 of times
PETY > 0 ‘s Equit
[ROC] Capiial x 1007 :’—n:ciq ’ To finol number of olays :
Profi{ bl loan interest 365 olays Avg invendory
[ROCE ] copiia) Employeol Ne. o 4imes (W cog X 365 olays
WOrk‘mS cara"ml = (A-CL @) Traole Receivable Turmover
TR

Credit Soles X 365 d“SS = No. of da53

@ Trade Poyable Turnover

TP

Credit purchases X 365 days = No. of Aajs






