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Introduction

Managing a small business's finances can be a challenge. In order to develop successfully, there must be a constant profit, to generate cash flow from the profit and to control the financial situation. That is why separate financial statements are very important for every business.
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The finances of a company are all the activities that underlie the increase in revenue, the reduction of costs to maximize profits. They relate to pricing tasks, payment deadlines, costing profit margins, cash flows, a rate of return equivalent sales point. There are also businesses that fail due to poor accounting or fail due to a lack of sound financial judgment. There is a significant difference between the profits or profits of a company. "passages" define the term "revenue" and require it to be measured at the fair value of the consideration received or receivable, taking into account the amount of trade and volume discounts made by the entity, for example, if one company sold 300 items of 50 pounds, the turnover for the month will be 15,000 pounds. After subtracting the cost of these goods, as well as all the costs, the net profit of the company is "gross is only the revenue-cost. For example, if we are dealing in cost, only the purchase price and transportation to our store will be included. 
Fixed costs such as electricity, water, accounting, salaries and more do not depend on the volume of goods and services sold. Whether we sell 100 items or just 5, salaries and other costs are going well. This is the main difference in cost, which depends on sales volume. 
Gross margin - Gross margin is obtained when we divide the gross profit by the total revenue and multiply it by 100 to obtain a percentage. This is one of the important indicators in the business as in the example we gave above it is 60% net margin 
Net margin is an even more accurate indicator of how our company is developing, because in addition to cost, fixed costs are included here. It is calculated in the same way by replacing gross with net profit. The result is 29% or in other words 100 pounds of sales, our net profit is 29 pounds, which is not bad at all. 
What kind of reports do we need to organize our finances? 
3 are the main ones 
Income Statement Balance Sheet and Cash Flow Statement 
Profit and Loss Statement (CFP). It has revenue, cost, profit, and it is good to keep this report current, that is, on a day to day, so that we have information about its key positions. 
Many payments are monthly, so the most accurate information we can use at the end of the month. A good analysis is made with a chart showing revenue, cost, gross profit, individual expenses and net profit by months. 
The balance sheet contains all the assets in the company and its liabilities "sources" in the assets of the balance sheet are things like machines, vehicles, goods available, receivables from customers, cash and more. On the right are liabilities and they can be - bank loans, leases, liabilities and more. The capital of the company is here as well as the accumulated profit and reserves. Unlike (ODA), which shows data for a specific period, the balance sheet is a "snapshot" of the current state of a company. 
For example: For businesses that have a high percentage of customer receivables or payables, balance and monitoring (every month, quarterly or every six months) is a key activity that has many benefits and can prevent serious losses. 
A cash flow statement (OPP) does not always coincide with the actual cash transfer. In order not to turn out that at some point in time we do not have the money to cover a debt or have a large amount of cash that is not invested in the operating business, it is a good idea to monitor our future cash flows and forecast them as much as possible. Possible. 
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TASK1

Dr      Cash account Cr Dr Capital account Cr

Date £ Date £ Date £ Date £

05.04. Capital 3007.04. Goods 200 30.04. Balance 30005.04. Cash  300

8.04. Loan 25015.04. VAN 150 300 300

20.04. Sales 35028.04. Rent 50

29.04. Loan 200 Dr     VAN account Cr

30.04. Drawings 60 Date £ Date £

30.04. Balance 240 15.04. Cash 15030.04. Balance 150

900 900 150 150

Dr     Goods account Cr Dr     Loan account Cr

Date £ Date £ Date £ Date £

7.04Cash 20030.04. Cost of  100 29.04. Cash 20008.04. Cash 250

doods sold 30.04. Balance 50

30.04. Balanse 100 250 250

200 200

Dr     Rent account Cr Dr    Sales account Cr

Date £ Date £ Date £ Date £

28.04. Cash 5030.04. Balance 50 30.04. Balance 35020.04. Cash 350

50 50 350 350

Dr     Drawings account Cr Dr          Cost of goods sold accountCr

Date £ Date £ Date £ Date £

30.04. Cash 6030.04. Balance 60 30.04. Cash 10030.04. Balance 100

60 60 100 100

                      BALANCE on 30 April                 P&L Statement on 30 April

AccountDr Cr Sales 350

Capital 300  Less:

Sales 350 Cost of Goods Sold 100 100

Loan 50 Gross Profit 250

Cash 240  Less: Expenses

Goods 100 Rent 50 50

VAN 150 Net Profit 200

Rent 50

Cost of Goods Sold 100

Drawings 60 Statement  of financial position at 30 April

700 700 Fixed assets:

     VAN 150 150

Current assets:

    Stok 100

    Cash 240 340

Less Current liabilities:

     Loan 50

Capital: 300

Add Net Profit 200

Less Drawings 60 440
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TASK 2
Pendo

You are given the following information on the first month’s trading of
Pendo, who is

in business as a second-hand furniture dealer. All transactions are on a
cash basis.

1 January Pendo paid £5,000 into the business
2 January Bought a motor van for £600
3 January Bought goods for £1,300

4 January Received a loan from Sergei £1,000 repayable within twelve
months

10 January Paid expenses on the motor van of £200
13 January Sold goods for £300

20 January Sold goods for £500

24 January Paid storage expenses £150

27 January Repaid Sergei part of his loan £350

30 January Withdrew cash from the business £175
31 January Closing inventory was £800




image6.png
Required:
(a) Write up the ledger accounts for the above transactions, including
dates,

descriptions and balances.
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TASK 2

Dr                     Cash account Cr Dr Capital account Cr            BALANCE at 31 January               P&L Statement on 31 January

Date £ Date £ Date £ Date £ Account Dr Cr Sales 800

01.01. Capital 500002.01.  VAN 600 31.01. Balance 500001.01. Cash 5000 Capital 5000  Less:

04.01. Loan 100003.01. Goods 1300 5000 5000 Sales 800 Cost of Goods Sold 500 500

13.01. Sales 30010.01. Expenses 200 Loan 650 Gross Profit 300

20.01. Sales 50024.01. Expenses 150 Dr     VAN account Cr Cash 4025  Less: Expenses

27.01. Loan 350 Date £ Date £ Goods 800 Expenses 350 350

30.01. Drawings 175 02.01. Cash 60031.01. Balance 600 VAN 600 Net Loss 50

31.01. Balance 4025 600 600 Expenses 350

6800 6800 Cost of Goods Sold 500 Statement  of financial position at 31 January

Dr     Loan account Cr Drawings 175 Fixed assets:

Dr     Goods account Cr Date £ Date £ 6450 6450      VAN 600 600

Date £ Date £ 27.01. Cash 35004.01. Cash 1000 Current assets:

03.01. Cash 130031.01. Cost of  500 31.01. Balance 650     Stok 800

goods 1000 1000     Cash 4025 4825

31.01. Balance 800 Less Current liabilities:

1300 1300 Dr Expenses account Cr      Loan 650

Date £ Date £ Capital: 5000

Dr    Sales account Cr 10.01. Cash 200 Less Net Loss 50

Date £ Date £ 24.01. Cash 15031.01. Balance 350 Less Drawings 175

13.01. Cash 300 350 350 4775

31.01. Balance 80020.01. Cash 500

800 800 Dr     Drawings account Cr

Date £ Date £

30.01. Cash 17531.01. Balance 175

175 175

Dr          Cost of goods sold accountCr

Date £ Date £

30.01Goods 50030.01. Balance 500

500 500
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TASK 3

Mafuta is a retailer and on 1 January his assets were:
Cash in hand 343

Inventory 458

Furniture and fittings 198

Receivables

Smith 18

Harvey 39

Moon 26

His liabilities were to the following suppliers:
Rich 12

Max 21

His transactions during January were:

2 January Goods sold to Harvey on credit 124
5 January Paid wages 12

Bought goods on credit from Rich 150

7 January Smith settled his account
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9 January Paid the amount owing to Max
11 January Cash sales 64

14 January Paid wages 14

Bought goods for cash 75
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15 January Paid Rich for balance owing on his account
20 January Bought for cash a new office desk 32

21 January Paid wages 17

Cash sales 110

23 January Paid office expenses 3
Harvey paid on account 25

28 January Cash sales 84

Paid wages 15

31 January Cash sales 30

Inventory at cost was 374

Required:
(a) Write up and close the relevant ledger accounts.
(b) Extract a trial balance at 31 January.

(c) Prepare a statement of profit or loss for the month ended 31 January
and a

statement of financial position at that date.
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Task 3:

TASK 3

          Balance at 01 January Dr                     Cash account Cr Dr Capital account Cr Dr     Max account Cr

Account Dr Cr

Date £ Date £ Date £ Date £ Date £ Date £

Assets:

1-Jan Balance 3435-Jan Wages 12 31-Jan

Balance 1049

1-Jan Balance 1049 9-Jan Cash 211-Jan Balance 21

Cash in hand 343 7-Jan Smith 189-Jan Max 21 21 21

Inventory 458 11-Jan Sales 6414-Jan Wages 14

Furniture and Fittings 198 21-Jan Sales 11014-Jan Inventory 75

Dr              Furniture and Fittings account Cr Dr     Wages account Cr

Debtors: 83 23-Jan Harvey 2515-Jan Rich 162 Date £ Date £ Date £ Date £

   Smith 18 28-Jan Sales 8420-Jan Furniture 32 1-Jan Balance 198 5-Jan Cash 12

   Harvey 39 31-Jan Sales 3021-Jan Wages 17 20-Jan Cash 32 31-Jan

Balance 230

14-Jan Cash 14

   Moon 26 23-Jan Expenses 3 230 230 21-Jan Cash 17

Liabilities

28-Jan Wages 15 28-Jan Cash 15 31-Jan

Balance 58

Creditors: 33 31-Jan

Balance 323 Dr     Smith account Cr

58 58

   Rich 12 674 674 Date £ Date £

Max 21 1-Jan Balance 187-Jan Cash 18

Capita 1049 18 18

1082 1082

Dr     Inventory account Cr Dr     Harvey account Cr

Date £ Date £ Date £ Date £

          Balance at 31 January

1-Jan Balanse 458 1-Jan Balance 3923-Jan Cash 25

Account Dr Cr

5-Jan Rich 150 31-JanCost of Goods 309 2-Jan Goods 12431-Jan

Balance 138

Capital 1049 14-Jan Cash 75

31-JanBalanse 374

163 163

Sales 412 683 683

Cash in hand 323

Inventory 374

Dr    Sales account Cr Dr     Moon account Cr

Furniture and Fittings 230 Date £ Date £ Date £ Date £

Debtors: 164 2-Jan Harvey 124 1-Jan Balance 26

   Moon 26 11-Jan Cash 64 31-Jan

Balance 26

   Harvey 138 21-Jan Cash 110 26 26

Expenses 3 28-Jan Cash 84

Wages 58 31-Jan

Balance 412

31-Jan Cash 30

Dr     Rich account Cr

Cost of Goods sold 309 412 412 Date £ Date £

1461 1461 15-Jan Cash 1621-Jan Balance 12

Dr Expenses account Cr

5-Jan Inventory 150

Date £ Date £ 162 162

       

       P&L Statement on 31 January

23-Jan Cash 3

Sales 412 31-Jan

Balance 3

 Less: 3 3

Inventory 683

  Less: Closing Stok 374

Dr          Cost of goods sold account Cr

Cost of Goods Sold 309 309 Date £ Date £

Gross Profit:

103 31-Jan Inventory 309 31-Jan

Balance 309

 Less: 

Expenses 3

Wages 58 61

Net Profit:

42

Statement  of financial position at 31 January

Fixed assets:

Furniture and Fittings 230 230

Current assets:

    Stok 374

    Cash 323

Debtors 164 861

Less Current liabilities: 0

Capital: 1049

Add Net Profit 42 1091
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Task 4
Ricardo, a sole trader, had the following transactions for the month of June:

2 June Sold goods to Claire for £8,500 on credit; offered a 5% quick
settlement

discount.

13 June Bought goods from Georgina for £12,000 on credit; Georgina
offered a

7% quick settlement discount.
14 June Sold goods to Hywel for £9,000 after a 5% trade discount.
20 June Sold goods to Jane for £6,000 cash.

21 June Bought goods on credit for £4,500 from Andrew who offered a 2%
quick

settlement discount.
22 June Claire returned goods sold of £1,000.
24 June

(i) Mandy bought goods worth £5,000 and was offered a 3% quick
settlement
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discount.

(i) Claire took advantage of Ricardo’s discount and paid the net amount
due

after taking the discount offered.

25 June
(i) Hywel settled the amount due in full.
(ii) (ii) Ricardo paid Georgina the amount due after deducting the discount

offered.
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27 June Ricardo paid Andrew in full, after deducting the discount offered.

Required:

Prepare the relevant ledger accounts to record the above transactions,
extract a trial

balance at 27 June and close the relevant ledger accounts.

Your answer should clearly show transactions with individual customers
and suppliers.
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TASK 4

Dr                                  Claire account Cr Dr                                     Goods account Cr

Date £ Date £ Date £ Date £

2-Jun Sales 850022-Jun Sales 1000 13-Jun Georgina 12000

24-Jun Cash 7125 21-Jun Andrew 450027-Jun

Balance

16500

24-Jun Sales Discount 375 16500 16500

8500 8500

Dr Georgina account Cr Dr Sales account Cr

Date £ Date £ Date £ Date £

25-Jun Merch.Discount 84013-Jun Merch.Inventory 12000 22-Jun Claire 10002-Jun Claire 8500

25-Jun Cash 11160 14-Jun Hywel 9000

12000 12000 20-Jun Jane 6000

27-Jun

Balance

2750024-Jun Mandy 5000

Dr Hywel account Cr

28500 28500

Date £ Date £

14-Jun Sales 900025-Jun Cash 9000

Dr Goods Discount account Cr

9000 9000 Date £ Date £

25-Jun Georgina 840

Dr Andrew account Cr

27-Jun

Balance

93027-Jun Andrew 90

Date £ Date £ 930 930

27-Jun Cash 441021-Jun Merch.Invetory 4500

27-Jun Merch.Discount 90

Dr Sales Discount account Cr

4500 4500 Date £ Date £

24-Jun Mandy 150

Dr Mandy account Cr

24-Jun Claire 37527-Jun

Balance

525

Date £ Date £ 525 525

24-Jun Sales 500024-Jun Sales discount 150

24-Jun Cash 4850

Dr Cash account Cr

5000 5000 Date £ Date £

20-Jun Jane 600025-Jun Georgina 11160

Dr Jane account Cr

24-Jun Mandy 485027-Jun Andrew 4410

Date £ Date £ 24-Jun Claire 7125

20-Jun Sales 600020-Jun Cash 6000 25-Jun Hywel 900027-Jun

Balance

11405

6000 6000 26975 26975

                  Balance at 27 June

Sales 27500

Goods Discount 930

Goods 16500

Sales Discount 525

Cash 11405

28430 28430
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TASK 5

Demonstrating your research, differentiate between revenue expenditure
and capital

expenditure with reference to International Accounting Standards
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UK Essays, November 2018. Factors of successful small Business
management.
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TASK 1

Maxim commenced trading in his bakery on 5 April. All his transactions
were on a

cash basis, as follows:

5 April Introduced cash into the business of £300

7 April Purchased goods for £200

8 April Received loan from Tatiana of £250 repayable within twelve months
15 April Purchased a motor van for £150

20 April Sold goods for £350

28 April Paid rent of £50

29 April Repaid part of the loan £200

30 April Drew cash from the business £60

At 30 April Maxim had £100 goods in hand.

Required:

(a) Write up, balance and close the relevant ledger accounts for the above
transactions.

(b) Prepare the list of account balances at 30 April.
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(c) Prepare the statement of profit or loss for the month ended 30 April and
a

statement of financial position at that date.




