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Sole Trader v Limited Company

https://youtu.be/_g1xDdgb3d0
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Note – Slide shows a minimum of 2 directors for a Private Ltd company , UK 

Gov now shows 1 director is required.



Financial Standards and Ethics 



Financial Standards
Financial Standards

▪ GAAP  - General Accepted Accounting Principles ( founded 1985

▪ IFRS  - International Financial Reporting Standards  (started Feb 2001) replacing IAS

▪ Agreement in 2002 that they would work towards compatibility between both 
systems.



Financial Standards
• Why have standards and what do they mean ?

▪ Common Rules so that financial statements can be consistent , transparent and 
comparable around the world.

▪ Standardisation of reporting requirements

▪ Highlights any events that have financial impact

▪ Objectivity

▪ Common accounting language

▪ Clarity on Audit requirements.

▪ Year on year methodology changes to be declared

▪ Material changes to be disclosed.



▪ Code of Conduct
▪ Integrity

▪ Objectivity

▪ Professional competence and due care

▪ Confidentiality 

▪ Professional behavior

▪ Threats to this code
▪ Self-interest threat: Commonly called a “conflict of interest” which may inappropriately influence 

judgment or behavior.

▪ Self-review threat: When you are required to evaluate the results of a previous judgment or service.

▪ Advocacy threat: Arising if promoting a position or opinion to the point that your subsequent 
objectivity is compromised.

▪ Familiarity threat: When you become so sympathetic to the interests of others as a result of a close 
relationship that your professional judgment becomes compromised.

▪ Intimidation threat: When you are deterred from acting objectively by actual or perceived pressure or 
influence.

Financial Standards



Financial Standards

Sarbanne’s Oxley  Compliance 

• Us Federal law requirement signed in July 2002 due to the Enron and Worldcom
accounting scandals 

• Aims of Sox

• Renewed Focus on corporate governance and reporting integrity

• CEO’s and CFO’s must personally certify and be accountable for their businesses 
financial statements

• Real time reports of any events that will directly affect their stock price or financial 
performance

• Introduced a new ethical code to protect whistleblowers

• Broaden sanctions / penalties including criminal penalties

• Heighten Auditor independence

• Widen understanding on how IT can ensure accuracy 



Financial Standards
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Tesco Annual Report
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Financial Statements

Working Capital recap

https://youtu.be/XvHAlui-Bno

Which option did you pick ? 

https://youtu.be/XvHAlui-Bno


Working Capital

• Working capital is comprised of current assets and 

current liabilities: 

Current assets are: stock, debtors (those owing us money) and cash

Current liabilities are creditors (those we owe money to) and short 

term loans (e.g. overdrafts)

• It is the control of liquidity (ability for a business to 

meet its short term debt obligations in the following 

areas:

– Debtor Control

– Creditor Control

– Stock Control
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The nature of working capital

Major elements Major element

Inventories

Trade receivables

Cash (in hand and

at bank)

Trade payables

lessequals

Current liabilitiesWorking capital Current assets

Bank overdrafts

Source: Atrill & McLaney
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Financial Statements



Working Capital
Working Capital Lifecycle

How do we influence this ?



Working Capital 
How can we reduce the Working Capital Lifecycle

• Reduce the need for stock or stockholding time – Just in Time 

Methodology ?

• Negotiate quicker payments from our customers – Incentives ?

• Negotiate longer payment times to suppliers – Reputation risk 

if seen as a slow payer.



Working Capital

Why is it important?

• Business requires sufficient working capital to meet its day to day running 
costs

• Working capital is ‘dead’ money because :
– it earns no interest

– it is high risk        (e.g. debtors not paying, stock becoming obsolete)

• The objective is for the business to operate with as little working capital as 

possible, and to therefore make what they have work as hard as possible.

• Working Capital Cycle should be as short as possible……
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Video to watch in resources

Ethics and Governance

https://youtu.be/cgoMJbUTVUU
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https://youtu.be/cgoMJbUTVUU

