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INTRODUCTION

This book is one of a series of four one-book accounting system guides written and
prepared by the Manitoba Institute of Management Inc. (MIM). They have been
produced through funding from Industry, Science and Technology Canada for the
Research and Advocacy Program of the Canadian Aboriginal Economic Development
Strategy, and are designed to assist Aboriginal people across Canada to achieve sound
financial management through the use of basic accounting practices. The titles in the
series are:

Small Retailers

Small Wholesalers
Small Service Business
Small Manufacturers

These guides are available by contacting an Aboriginal Business Development Program
Officer in your region about your proposed business project.

The One Book Accounting System book provides clear, step-by-step instruction in basic
accounting procedures specifically designed for new or existing service businesses. The
System allows you to record all of your financial transactions in one book: This recorded
information can provide you with a clear picture of where your business stands at any
given time, which is the key to sound financial management.

There are three major parts to System:

PART A FINANCIAL RECORDS

PART B FINANCIAL STATEMENTS

PART C FINANCIAL ANALYSIS
This book is designed as a counselling guide. It is the experience of MIM that it is most
effective if you complete one section at a time. In this way, you can concentrate on one
area without being overwhelmed by the total subject matter. When you feel confident
about your understanding of one section, then you will move on to the next. Should you

have questions about the information in this book, please contact the business
development officer who provided it to you.




THIS GUIDE IS DESIGNED TO ASSIST THE READER TO DEVELOP SOUND
FINANCIAL ANALYSIS OF A NEW OR EXISTING ENTERPRISE BUT CANNOT
GUARANTEE SUCCESS IN BUSINESS.

NOTE THAT THE EXAMPLES USED ARE NOT OF ANY ACTUAL BUSINESSES
AND ARE PROVIDED SOLELY FOR THE PURPOSES OF EXPLAINING THE
ELEMENTS OF AN ACCOUNTING SYSTEM.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval
system or transmitted, in any form or by any means: electronic mechanical, photocopy,
recording or otherwise without the prior written permission, including waivers, from The
Manitoba Institute of Management Inc,

Copyright 1991
by
The Manitoba Institute of Management
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FINANCIAL RECORDS

PART A
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STEP 1 GETTING STARTED

Examine Figure 1 on page 7. This example details the format for the One Book Ac-
counting System for Service Industry Businesses. You will notice that there are
twenty columns. These twenty columns are sufficient to handle any financial transac-
tions that are likely to occur in your business.

Now examine the column descriptions. The first three columns, for instance, repre-
sent the "cash" account and are used to record cash received, cash paid out and the
cash balance. You will find another three columns representing monies paid in, mo-
nies paid out and the balance under each of the three subsequent headings which in-
clude the "bank" account, accounts receivable, and accounts payable.

All the other items you would need to record are included here, except for a break-
down of expenses. Notice that column twenty is intended for recording all expenses.
(You will find an easy way to keep track of expense information in Step 2).

Before proceeding any further, however, let us first define what is meant by each ac-
count category, taking them in turn as they appear in the example of Figure 1. At the
outset, it is important to clarify what kind of information belongs in each category.

CASH - (Columns 1 to 3) consists of funds that are immediately available for use
without restrictions. Cash includes currency and coin, cheques awaiting deposxt
bank drafts, and money orders.

~ BANK - (Columns 4 to 6) includes money on deposit with the bank, usually in the

form of a current account.

ACCOUNTS RECEIVABLE - (Columns 7 to 9) are amounts owed to the service
firm by its customers and others. This category includes all fees for services rendered

by your business. It might also include claims for income tax refunds or general sales
tax (GST) rebates.

ACCOUNTS PAYABLE - (Columns 10 to 12) are short-term liabilities owed by the
service firm to its suppliers and other vendors or agencies (i.e. sub-contractors).
These accounts usually arise from the purchase of merchandise or service. ’

OTHER ASSETS - (Column 13) are all assets other than Cash, Bank Deposits, or
Accounts Receivable. In most instances these assets will be equipment (such as a
cash register) which have a relatively long life and are used in the operation of the
firm. These assets, commonly called fixed assets, are owned by the service firm and
are not intended for resale. In this column you would record the present dollar value
of your fixed assets. In some cases, OTHER ASSETS may also be used for WORK
IN PROGRESS which will be explained later. "
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EXAMPLE: THE GENERAL CONTRACTING COMPANY

Figure 1 - One Book Accounting System Entries

1 2 3 4 5 3 7 8 9 10 11 12 13 14 15 16 17 18 19 20
REMARKS CHEQUE CASH BANK ACCOUNTS RECEIVABLE ACOOUNTS PAYABLE OTHER OTHER OWNER'S | OTHER | CONTRACT | SERVICE DIRECT INDIRECT
DATE ASSETY |LIABILITIES INVESTMENE INCOME | RBVENUE | REVENUE | EXPENSES | EXPENSES
RECEIVED| PAIDOUT |BALANCE| DBPOSITS WITH- BALANCE RECEIVABLHOLI ECTEI} BALANCE] PAID PAYABLE | BALANCE
” DRAWALS
N OUT N ouT N oUT IN ouUT IN(OUT) |_IN(OUD) | iN(oUT) | OUT OUT N N [
1 Mas. 1 Balance Forward 100.00 2,480.00 ' 8,230.00 15,430.00 1
2 Mas. Cash Receipts 200000 | 210000 2,000.00 2
3 Mar. 3 Cash Short 100 | 20000 100 3
4 Mar. 2 Charge off bad dett es00 | s10500 os00| 4
5 Mar. 2 XY. Aent Co. 04 «wo00| 208000 40000 | s
[ Mar. 2 ABC. Consultants 303 806.00 1,480.00 600.00 ]
7 Mas. 3 Dadly Entry 3sa.00 35000 200000 220,00 1,800.00 140.00 7200 | 813000 1500 | 15445.00 10.00 300.00 12.00 25.00 s00} 7
s Cash 8hort 1.00 | 200800 100 8
° []
-10 0
n n
122 12
13 [}
" 10
15 13
1. 18
7 14
s 1
19 "
20 20
2 21
P F-
23 2
2¢ 2
2 2
28 20
27 2r
20 28
20 0
0
n Mar, 31 TOTAL MONTHLY 10,207.00 10.207.00 10000 10,201. 00 10,747.00 | 2080.00 050,00 00000 | 820000} rz0000| 125000 1540000 0 o 0 237.00 3020000 | 1520000 4750000 17217.00| 3
22 »
1 ES)
3 . bl
2 B
28 Mar. 31 YEAA -TO-DATE 27,580.00 27,560.00 100.00 32,590.00 32,075.00 2,000.00 200000 | 200600 820000] 380000} 380000 | 1540000 ] 5,000.00 0 000,00 | 15080000 | 30#00.00 | 2373000 51.02200| 26
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EXAMPLE:

Figure 2 - Expense Distribution

THE GENERAL CONTRACTING COMPANY

21 2 23 24 25 28 27 28 23 30 31 R 33 4 35 38 a7 38 39 40
DATE REMARKS CHEQUE | OWNER'S PAYROLL RENT PRoperTy| FEPARM | ADVER- | 4y [ DEVERY| DUES  lygipancd NTeresT | LeGava | suepuies | TeLeetione | TRaveL |umimes| omier
) & MAN- neNG | moBIE .
RAWINGS| BU%TP AUDIT
NETPAY | INCOME | INSURANCE | PENSION
TAX

1 '

2 K

3 Mar, 1 Cash Shot 100} o

] Mar. 2 Charge off bad dett. 4 . 0500 | 4

3 Mes. 3 XY. Reat Company 400.00 5
L] o

7 '
[] B
[} o

10 N
11" [N
12 N
13 1
“ 1
1) "
16 1"
17 1
it} i
w0 "
20 =
21 21
2 2
= - 2
24 24
25 =3
20 P2
27 2
2 Fel
2 a
30
31 | Men3t | TOTALMONTH 814.00 11,000.00 | 3,157.00 s11.00 51300 3000 5400 400 25000 200.00 120.00 4a00 70.00 2000 5000 100.00 4000 13,00 20.00 aroo| 3
2 ®
2 kY]
b 34
a8 s
k] Maes. 31 YEAR-TO-DATE 184200 23,000.06 | @.471.00 1,432.00 1.60.00 1,170.00 188.00 1000 300.00 550.00 32500 12000 21000 20.00 sa00 312.00 8a00 40.00 85.00 15000 | 30
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STEP 2 USING THE "IN" AND "OUT" RULE TABLE

The "In" and "Out" Rule Table in Table 1 gives you a breakdown of almost every
transaction that is likely to occur in a construction/contracting business and tells you
how to record it. If you follow the rule table closely, you should not go wrong. The
left hand column lists 25 different business transactions, while the remaining two col-
umns tell you where to record the "In" and "Out" amounts. Every transaction must
have at least two entries. The amount of the "Ins" must always equal the amount of

the "OQuis".
TABLE 1 IN/OUT RULE TABLE .
TYPE OF TRANSACTION %LUMN TITLE Cgl' (Q.SIUMN TITLE CgL
A | CONTRACT REVENUE RECEIVED (CASH)  CASH - RECEIVED 1 CONTRACT REVENUE 7
B | CONTRACT REVENUE RECEIVED (BY CREDIT) AR - RECEIVABLE %7 | CONTRACT REVENUE 17
C | SUNDRY CASH RECEIVED CASH - RECEIVED OTHER INCOME 1
D | SUNDRY INCOME RECEIVED (BY CREDIT) "A/R - RECEIVABLE 7 OTHER INCOME is
E | BANK WITHDRAWAL CASH - RECEIVED BANK - WITHDRAWAL 3
F | RECEIVED ON ACCOUNT CASH - RECEIVED AR - COLLECTED 3
G | CHARGE OFF BAD DEBTS EXPENSES <M | AR - COLLECIED s
H_ | FIXED ASSET PURCHASE BY CASH OTHER ASSETS 13| CASH-PAID OUT 2
1 | FIXED ASSET FURCHASE BY CHEQUE "OTHER ASSETS 13| BANK - WITHDRAWAL s
J | FIXED ASSET PURCHASE BY CHARGE OTHER ASSETS 13 | A/P-PAVABLE n
K | SERVICE REVENUE RECEIVED (CASH) _ CASH - RECEIVED 1 SERVICE REVENUE 18
[ [ SERVICE REVENUE RECEIVED (BY CREDIT) e, Overdue | A/R - RECEIVABLE . *7 | SERVICE REVENUE Q)
"M | EXPENSE PAYMENT FOR A CONTRACT BY CASH DIRECT EXPENSES 1 | CASH-PAID OUT ]
N | EXPENSE PAYMENT FOR A CONTRAGT BY CHEQUE [ DIRECT EXPENSES ] BANK - WITHDRAWAL s
O | EXPENSE PAYMENT FOR A CONTRAGT BY CHARGE | DIRECT EXPENSES 1% | AP -PAYABLE Ty
P | EXPENSE PAYMENT FOR THE BUSINESS BY CASH EXPENSES ~% CASH - PAID OUT 2
Q | EXPENSE PAYMENT FOR THE BUSINESS BY CHEGUE EXPENSES 20 BANK - WITHDRAWAL 3
R | EXPENSE PAYMENT FOR THE BUSINESS BY CHARGE EXPENSES 57 AP - PAYABLE O
S | CASH BALANCE SHORT EXPENSES ) CASH - PAID OUT )
T | BANKDEPOSIT BANK- DEPOSITS [ CASH - PAID OUT 2
U | CHEQUE RETURNED (NSF) AR - RECEIVABLE *7 | BANK. WITHDRAWAL S
V | BANKLOAN BANK - DEPOSITS ~ 4 | OTHER LIABILITIES 14
W | LOAN REPAYMENT BY CHEQUE "(OTHER LIABILITIES) 14| BANK. WITHIDRAWAL 3
X | INTEREST ON LOAN EXPENSES **2 | BANK. WITHDRAWAL 5
Y | INCREASE CAPITALIZATION BANK - DEPOSITS ] OWNER S INVESTMENT s
. -
A P 18 P, ibation AN R Byl

13




EXAMPLE: THE GENERAL CONTRACTING COMPANY
Figure 3 - “In-Out " Example Entries

1 2 3 4 5 6 7 8 ] 10 1 12 13 14 15 16 17 18 18 20
DATE’ REMARKS CASH . BANK AOCOUNTS RECEIVASLE AOCOUNTS PAYABLE OTHER | OTHER | OWNERS | oTHER | contraCT| service DIRECT  { INDIRECT
ASSETS |LIABILITIES [INVESTMENE INCOME | REVENUE | REVENUE | EXPENSES { BXPENSES
RECEIVED| PAIDOUT [BALANCE| DEPOSITS WITH- BALANCE RECEIVASLH :ou.ar:m:ﬁ PAID PAYABLE BALANCE’
DRAWALS
1990 N ouT N oUT N OUT N ouT INOUT) | INOUT) | IN(OUT) OUT ouT N N N

1 [

2 A Contract Revenuc :wuvcd in mh 100.00 100.00 2
3 8 Coatract R:nnue roceived - crodit 200.00 200.00 3
4 c Sandcy cash roocived ) 10.00 10.00 4
5 D Sandcy income by credit 20,00 2000 L]
[] € Baok witbdrmwal 500.00 ) 800.00 e
7 F Payment of accoust balance 80.00 5000 7
s e ‘Wrie-off bad debr. $00.00 40000| &
] H AB.C. Typowrites 1,200.00 1,200.00 °
0 | XY.Z Office Equipment Ca. 1,300.00 1,200.00 10

niy Computer Company Inc. 4,000.00 4,000.00 1
12 X Servics revenus reccrved ia cash 700.00 700.00 12
12 L Saxvice revenue secerved by credic 18,00 1000 13
| M ABC Haody Helpers (sub-coatract) 200,00 20000 i
13| N XY. Carpestacs 4,200.00 4,200.00 15
1 o T.D. Enginecricg Coosultants 2.400.00 2,400.00 L]
7] P Clescicg supplics 15,00 1800 11
w}a X Y. Rant Ca. 450.00 43000 | 18
19 A A8 Typewriter Secvice ra0a 1800 | 10
20 {8 Cash short 1.00 00| 2
21 T Baok deposics . 00.00 800.00 &
2 (U Bad chegque 20.00 2000 F-3
23 ;v Lo from bank 4,000.00 4.000.00

24 w Payolfloaa C 2,800.00 2,000.00) 24
2 | x Interest oa Loan C . 21800 215004 23
28 Y locrease ownar’s kvestment 20,000.00 “ 20,000.00 28
o 27
2 F
2 2
0
n 3
2 a2
p 3
“ 24

las »

» 8
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EXAMPLE: THE GENERAL CONTRACTING COMPANY

Example 1

Example 2

Example 3

Example 4

Take the first transaction, A, a straight-forward contract revenue
receipt of $100 cash. The In/Out Rule Table tells you to enter the In
amount to CASH RECEIVED, Column 1, and the Out amount to
CONTRACT REVENUE, Column 17. If you trace this through to the
same line of the Example in Figure 3, you will see that this has been
done. : "

Now look at the second transaction, B, a similar contract revenue
receipt but this time for credit. The entry is the same except that the
Inamount is entered to ACCOUNTS RECEIVABLE-RECEIVABLE,
Column 7, instead of CASH-RECEIVED, Column 1, as in the previous
example. Notice that the symbol (*) appears in the In/Out Rule Table
for this transaction. If you refer to the footnote at the bottom of the
Table you will see that the symbol indicates that you should also post
the amount to a sub-ledger for Accounts Receivable.

Skip down the Rule Table to transaction Q, an expense payment for
the company by cheque. A $450 cheque is made out to the X.Y. Rent
Company for rent. If you trace this through to Figure 3 you will find a
$450 In entry to EXPENSES, Column 20, and a $450 Ow entry to
BANK WITHDRAWALS, Column 5. This time the symbol (**) ap-
pears on the Rule Table and the footnote at the bottom indicates that
you should also enter the $450 rent expense to the Expense Distribu-
tion sheet. Although not shown, the amount would be entered to
RENT, Column 26 of the Expense Distribution:

Finally, look at transaction W in the Rule Table, a payment on a bank
loan. An amount of $2,000 is entered to Column 5, BANK- WITH-
DRAWAL, and to Column 14, OTHER LIABILITIES. Notice that the
entry to Column 14 is bracketed. Brackets are used to change an
amount to In if it is entered to an Out column, and to an Ouwr if it is
entered to In column. In this case the brackets appear in the OTHER
LIABILITIES column so the former applies.

Now that you've covered the special features of the Rule Table, you
should be able to handle the remaining transaction types. To con-
firm your understanding, take each transaction type in the Rule Ta-
ble, anticipate what the entry will look like, and then confirm your
thinking by referring to Figure 3, "In/Out" example entries.




EXAMPLE: THE GENERAL CONTRACTING COMPANY

Figure 4 - The Daily Entry Sheet

THE GENERAL CONTRACTING COMPANY

DAILY ENTRY SHEET
DATE: March 3/90 DAY: Monday
Opening Cash 100
Pius: Cash - Received
Cash Sales
17 Contract Revenue + 300| 0Oy
18 Plus: Service Revenue ' + 10{ od
7 Less: Accounts Receivabie - Receivable - 140| 04
Equals: Cash Sales = + 170
11| Sales Tax + 18]
8{ Accounts Recsivable - Collected + 175
5| Bank Withdrawals + o
16| Cther Income + 104
1 Cash Received = 370
Less Cash - Paid Qut
19| Direct Expenses + 2ﬂ
20| Expenses + 5
10} Accounts Payable - Paid o
4| Bank Deposits + 340]
2 Cash - Paid Out 370
Equais: Ciosing Cash - Balance 100
Less: Actual Cash Balance 96
2 1 .
20 (20) | Equals: Cash Balance Short (Over) 1
18

R .
— - -’

. N .
- -I - -‘
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STEP 3 KEEPING THE SYSTEM BALANCED

Remember that the sum of all the "/n" entries must equal the sum of all the "Ou¢" en-
tries. You can check this quickly by totalling each column and then comparing the
sum of all the "In" columns to the sum of all the "Out" columns. Any difference indi-
cates that you have made an error. It is a good idea to balance each line every time
you make an entry, so that it never becomes a big job to find an error.

The first four categories in the One Book keep "running tallies" on Cash, Bank, Ac-
counts Receivable, and Accounts Payable. At any time the balances should agree to
actual counts. If they do not, you have made an error and need to recheck your addi-
tion and subtraction.

STEP 4 SIMPLIFYING DAILY TRANSACTION ENTRIES

In a contracting business, you may not find it convenient to use the In/Out Rule Ta-
ble to enter daily a vast number of business transactions related to both the contract
and service side of the business. One solution is to put most of the routine transac-
tions (e.g. cash sales, payments on account, small pay-outs for supplies, etc.) through
the cash register. Since you must balance cash at the end of each day, you can use
the Daily Entry Sheet (as illustrated in Figure 4) for this purpose. You can then use
this information to make a single entry covering most transactions to the One Book.

Make the entries to the Daily Entry Sheet as illustrated in Figure 4 and balance the
cash. Follow these steps:

(a)  Enter the opening cash balance. This is likely to be the cash float kept in the
cash register. In the example the amount is $100.

(b)  Then work out all the cash received throughout the day.

i) Contract Revenue and Service Revenue (not including sales tax) are
$310. From this subtract credit sales (§140) to arrive at cash sales for
the day ($170). '

ii) Add the amount of Sales Tax received ($ 15).
iii)  Addthe amount of payments on account from credit customers (§175).

iv)  Add additions to cash from other sources (e.g. bank withdrawals (nil)
and other income ($10).

v) Enter the total cash received as $370.

19




Now determine the cash paid out for the day.

i) Direct Expenses (325). This would include expenses related directly to
' contract or service work. An example would be sundry materials used
on a job.

ii) Expenses ($5). An example would be cleaning supplies for the office.

iiiy  Accounts payable payments (nil). These are payments made to credi-
tors out of cash. _

iv)  Bank deposits ($340). Note that the amount of the deposit is deter-
mined so that the closing cash balance equals the opening balance (e.g.
the $100 cash float).

v) Enter the total cash paid out as $370.

(d) Determine the closing cash balance as follows:

Opening Cash Balané‘e'
Plus: Cash Received
Less: Cash Paid Out

(e)  Count the actual cash to determine the cash balance short or over and
complete the Daily Entry Sheet as indicated in Figure 4.

Now you are ready to make a single daily entry to the One Book. Note that column
numbers on the left-hand side of the Daily Entry Sheet conform to the appropriate
columns in the "One Book". Each amount on the Daily Entry Sheet which has a col-
umn number opposite on the left-hand side should be entered to the corresponding
column in the One Book in a single line. You can use a second line in Column 20 of
the One Book to enter the Cash Short 50 your records will be clearer.

The single line Daily Entry is about all the work there is to the One Book on a daily
basis. The only exceptions would be transaction types in the In/Out Rule Table
which occur only now and then, and are therefore not covered by the Daily Entry.

20
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STEP § MATCHING REVENUE AND EXPENSE

Often the contractor is involved in contracts where revenues received and expenses
incurred may not all occur within the same reporting period. For instance, funds may
be advanced at the beginning of a contract while the expenses may not be incurred
for several months. If you make the entries as they have been outlined in the In/Out
Rule Table you will find that no provision has been made for matching revenue and
expense. To resolve this problem you need to set up a Contract Work in Progress
and Deferred Revenue Ledger similar to that illustrated in Figure 5.

Make entries to the Ledger as follows:

a) Contract Revenue is received as an advance before work is scheduled to
commence.

The funds are really Deferred Revenue (e.g. a liability) and the entry to the One

Book should be:
IN Column 4 - Bank Deposit $10,000
ouT Column 14 - Other Liabilities $10,000

In Figure 5 you will find that this amount has also been entered to the Deferred

Revenue portion of the Contract Work in Progress and Deferred Revenue ledger
for the contract.

NOTE: Had you followed the IN/OUT Rule Table, the amount would have been ex-
tended to Contract Revenue (Column 17) and recognized incorrectly as reve-
nue of the current period.

b) Direct Expenses on the contract later occur. The entry to the One Book should

be:
IN Column 13 - Other Assets $230
ouT Column 5 - Bank Withdrawal $230

In Figure 5 you will find that this amount has also been entered to the Work in Pro-
gress ledger (an asset) for the contract.

NOTE: Had you followed the IN/OUT Rule Table, the amount would have been en-
tered to Direct Expense (Column 19) and recognized incorrectly as an expense
of the current period.

c) Finally, assume that the project has been completed, and that the direct
expenses incurred on the contract and recorded as Work in Progress (under
Other Assets in the One Book System) have totalled $8,000. All amounts that
have been entered to Deferred Revenue or Work in Progress against the
project must be cleared out of these accounts and brought into current revenue
and current direct expenses.

21




The entry for this transaction is as follows:

IN Column 1 - DIRECT EXPENSES ©$8,000
IN Column 14 - OTHER LIABILITY $10,000
OUT Column 17 - CONTRACT REVENUE 10,000

ouT Column 13- OTHER ASSETS $ 8,000

Now in Figure 5 you will see that this amount has also been entered to the Work in
Progress portion of the Contract Work in Progress and Deferred Revenue ledger for
the contract. The work in progress and deferred revenue amounts have been washed
out on the ledger and the above entries to the One Book bring all amounts in as cur-
rent revenue and direct expenses. Actually, if contracts continue over many account-
ing periods it is a good idea to make the above entry from time to time as portions of
the project are completed. If you made this entry every month, then the work in pro-
gress and deferred revenue accounts would act as buffers and enable you to match
revenue and expense at the end of each month.

22
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EXAMPLE:

THE GENERAL CONTRACTING COMPANY
Figure 5: Contract Work in Progress and Deferred Revenue Ledger Card

CONTRACT: Helping Hand Hospital JOB NO:, 83
CONTACT PERSON:__Jim Brown RESPONSIBILITY. LV.EC
ADDRESS: . 436 Anystreet. Anvtown ___ BUDGET: _crew $16,000_dir. exp. $8.000
TELEPHONE: 269-4020
WORK IN PROGRESS DEFERRED REVENUE
DATE DESCRIPTION IN ouTt BALANCE IN ouT BALANCE
{Increass) | (decreass) (decrease) | (Increass)
Jan. 1§ | Advance received $ $10,000 $10,000
Mar. 10 | Direct Material 230 230
Apr. 1 Diract Labour 6,000 6,230
May 4 Direct Materiai 770 7,000
June 4 Director Labour 1,000 8,000
June 30 | w/p to direct cost 8,000 0
June 30 | D.R. to Contract 10,000 o]
Revenue
23




STEP 6 SETTING UP YOUR BOOKS

Starting the One Book Accounting System for Service Industry Businesses is a sim-
ple matter, whether you’re setting up a set of books for a new business or switching
to this system for an existing business.

If you are starting a new business, you can begin making your entries by following
the In/Out Rule Table shown here:

IN/OUT RULE TABLE - ,
TYPE OF TRANSACTION SoLumN TITLE % | 88 umn e g

A | CONTRACT REVENUE RECEIVED (CASH) CASH - RECEIVED 1 | CONTRACT REVENUE 7
B | CONTRACT REVENUE RECEIVED (BY CREDIT) "A/R - RECEIVABLE 7 | CONTRACT REVENUE 17
C | SUNDRY CASH RECEIVED CASH - RECEIVED T | OTHER INCOME 1
D | SUNDRY INCOME RECEIVED (BY CREDIT) AR - RECEIVABLE %7 | OTHER INCOME 16
E | BANK WITHDRAWAL CASH - RECEIVED T | BANK. WITHDRAWAL 3
F | RECEIVED ON ACCOUNT CASH - RECEIVED T | A/R-COLLECIED Q)
G | CHARGE OFF BAD DEBTS EXPENSES *% | AR COLLECTED g
H | FIXED ASSET PURCHASE BY CASH OTHER ASSETS B CASH - PAID OUT 2
T | FIXED ASSET PURCHASE BY CHEQUE OTHER ASSETS B BANK - WITHDRAWAL s
J | FIXED ASSET PURCHASE BY CHARGE OTHER ASSETS B A/P-PAYABLE 1
K| SERVICE REVENUE RECEIVED (CASH) CASH- RECEIVED T | SERVICE REVENUE »
T | SERVICE REVENUE RECEIVED (BY CREDIT) 3 Overdue | A/R - RECEIVABLE ST | SERVICE REVENUE ]
M | EXPENSE PAYMENT FOR A CONIRACTBY CASH | DIRECT EXPENSES 19 | CASH. PAID OUT 2
N | EXPENSE PAYMENT FOR A CONTRACT BY CHEQUE | DIRECT EXPENSES 19 | BANK- WITHDRAWAL s
O | EXPENSE PAYMENT FOR A CONIRACT BY CHARGE | DIRECT EXPENSES ™ AP -PATABLE 11
P | EXPENSE PAYMENT FOR THE BUSINESS BY CASH EXPENSES % | CASH - PAID OUT Z
() | EXPENSE PAYMENT FOR THE BUSINESS BY CHEQUE EXPENSES %20 | BANK. WITHDRAWAL 3
R | EXPENSE PAYMENT FOR THE BUSINESS BY CHARGE EXPENSES ) AP - PAYABLE !
S | CASH BALANCE SHORT EXPENSES <% CASH - PAID OUT 2
T | BANK DEPOSIT BANK - DEPOSITS 4 | CASH-PADOUT 7
U | CHEQUE RETURNED (NSF) AJR - RECEIVABLE, *7 - | BANK- WITHDRAWAL 3
V| BANKLOAN BANK - DEPOSITS 4 OTHER LIABILITIES ]
W | LOAN REPAYMENT BY CHEQUE (OTHER LIABILITNIES) 7] BANK - WITHDRAWAL 3
X | INTEREST ON LOAN EXPENSES *2 | BANK- WHTIDRAWAL 3
Y | INCREASE CAPITALIZATION BANK - DEPOSITS ) OWNER 'S INVESTMENT 5

L] s

Al Poved g e Saribution AR s b
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Figure 6, System Start-up, is a sample illustration of a new contracting firm’s first en-
tries to the One Book. Note the following steps, referring to the In/Out Table as nec-

essary.

1)

1y
"

2)

3

Initial Financing, the first entry, indicates the company’s start-up capital.
According to the Rule Table, a bank loan for $12,000 is recorded under Other
Liabilities (Column 14) and the owner’s contribution of $13,000 is entered
under Owner’s Investment (Column 15). The corresponding "/n" Column for
both entries is Bank - Deposits (Column 4). Therefore, the total start-up
capital in the amount of $25,000 appears here in Column 4.

The second entry, Cash on Hand, indicates a Bank Withdrawal of $100, duly
entered in Column 5. Note that the owner has subtracted this withdrawal from
the forward balance and recorded the revised balance in Column 6. The Rule
Table states that a Bank Withdrawal will appear as Cash Received, (Column
1), the corresponding "In" Column. The owner also keeps a running tally of his
cash balance in Column 3.

Purchase of Assets, the third entry, indicates two different kinds of goods
acquired. The first purchase for $5000 entered in Other Assets (Column 13)
is likely for fixed assets such as a cash register, shelving and so on. The second
purchase for $15,000 entered in Purchases and Freight (Column 19) is for
freight charges and inventory intended for resale. The owner has therefore
spent $20,000 and he enters this amount in Bank Withdrawals (Column 5). He-
continues to keep a running tally of his bank balance, as indicated in Column
6. '

Some rules have been combined to show you that it’s the amount of the
"Ins" and "QOuts" which must balance, not the number of each. In following
the Rule Table, you will have also noticed that you do not necessarily move
from left to right across the page as you are making your entries to the One
Book. Once you have identified the transaction you wish to record within
the Rule Table, you simply follow the basic In/Out entry rules.







EXAMPLE: THE GENERAL CONTRACTING COMPANY

Figure 6 - System Start-up
1 2 3 4 5 8 7 8 9 10 1 12 13 14 15 16 17 18 19 20
DATE REMARKS CASH BANK ACCOUNTS RECEIVABLE ACCOUNTS PAYABLE OTHER | OTHER { OWNERS | OTHER | CONTRACT | SERVICE | DIRECT | INDIRECT
ASSETS {LIABILITIES INVESTMENY INCOME | REVENUE | REVENUE | BXPENSES | EXPENSES
RECEIVED| PAIDOUT |BALANCE| DEPOSITS WITH- BALANCE RECEIVABLECOLLECTEQ) BALANCE| PAID | PAYABLE | BALANCE
DRAWALS
1990 N out IN our N ouT iN QuT IN IN(OUT) IN(OUT) OouT ouT iN iN IN

1 Slew Biusinasy t
2 Jan. 1 Ini¥al Financing 25,000.00 25,000.00 12,000.00 |  13,000.00 2
3 3
4 4
ES Jan. 2 Caeh on Hand 100.00 100.00 100.00 | 24,000.00 £
. Jan.3 Purahese of Assets 500000 | 19,000.00 5,000.00 .
7 7
[3 .
9 ®
10 10
1" Exiaing Businass "
12 12
3 13
14 | Dec.31 | Huisrces orwarded 100.00 2,085.00 £100.00 15,300.00 "
13 18
" 1
17 7
1" 18
9 19
2 220
21 21
P 2
2 F-1
2 24
25 . F-
28 28
Pl F24
28 ]
28 0
20

a a3
2 x
P kY]
2 34
» £
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Now if you own an existing contracting business, you would begin by setting up the
formats for the One Book and Expense Distribution as in Figures 1 and 2. Your
opening entry would set up the four "balance" columns, Cash, Bank Accounts, Ac-
counts Receivable, and Accounts Payable. To determine your starting balance for
each of these four categories you would:

a) count the actual cash on hand
b) prepare a bank reconciliation (instructions are outlined below)

c) total the Accounts Receivable (this may be a separate ledger or a file
of duplicate charge sales slips)

d) total the Accounts Payable (again, this may be a separate Iedger or
file of unpaid supplier invoices)

The entries recorded for the existing business in Figure 6 reflect each of these four
totals.

It is necessary to prepare a bank reconciliation because the bank balance as shown
on your bank statement may be different than the bank balance you would use to
start up the One Book. You may, for example, have issued cheques which have not
yet been presented to your bank. Or you may have made deposits to your account
which have not yet been recorded by the bank. At the same time, you may not have
recorded charges and interest or other debits and credits made to your account in
the One Book which nonetheless appear on your bank statement.

To find the bank balance for the One Book use the following calculation illustrated
in this example:

Balance as per bank statement $ 3,045
Less: Outstanding cheques (¢ 1,050)
Plus: Outstanding deposits $ 90
Equals: Balance as per One Book $ 2,085
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STEP 7 KEEPING ADDITIONAL RECORDS

As your business expands, a One Book System without supporting records and ledg-
ers may no longer be feasible. Depending on the volume of your business, you may
have to keep a separate Accounts Receivable Ledger with one page or card for each
customer. You would need to keep a record of amounts charged, amounts received,
and the balance owing by the customer, and file these pages alphabetically in a book -
binder or tray. '

You may be able to eliminate this ledger if you keep duplicates of charge sales slips:
Simply keep a file of these slips organized alphabetically. Then, when a customer
makes a payment, mark the charge slip "paid" and remove it from the file.

Whether you keep an actual Accounts Receivable Ledger or a file of charge slips,
the sum of the amounts owing should always equal the ACCOUNTS RECEIV-
ABLE - BALANCE,(Column 9) of the One Book.

An example of an Accounts Receivable Ledger Card is illustrated in Figure 7.

A similar Accounts Payable Ledger may be required if there is a great deal of pur-
chasing activity from a limited number of suppliers. Again, an alternative could be to
keep outstanding invoices filed by supplier in an "accordion" file. Then, when you -
pay an invoice, mark it "paid" and remove it from the file.

Whether you keep an actual Accounts Payable Ledger or a file of unpaid 'invoices,
the sum of the amounts owing should always equal the ACCOUNTS PAYABLE -
BALANCE, (Column 12) of the One Book.

An example of an Accounts Payable Ledger Card is illustrated in Figure 8.

Finally, if you have a large number of employees, you may require separate payroll
records. Figure 9 (a) illustrates a Payroll Sheet, and Figure 9 (b), an Individual Em-
ployee Record.
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EXAMPLE: THE GENERAL CONTRACTING COMPANY
Figure 7 - Accounts Receivable Ledger Card

- G e N Gy U am O AN G U EE W an N

ACCOUNT NUMBER; ___ __M-1093 BILLINGDATE,__ 8 __ ACCOUNT LIMIT: __$500.00
NAME: (INFULL)______ Mrs. V, Blackfoot ACCOUNTCLASS: __ A
ADDRESS,__ 119 Chisapl Cres. AUTHORIZED USERS :(signature)
1. Mrs. ¥ Blackfoot
RESTRICTIONS: 1. 3. 2 mmz
2 4
(daughter)
SPECIAL CIRCUMSTANCES:
DATE PAYMENT | PURCHASE DESCRIPTION BALANCE
$ $
1-4-90 20.99 repair door 20.99
14-4-90 | 20.99 -
5-6-90 10.50 materials (door hardware) 10.50
5-6-90 10.00 install cupboard 20.50
17-6-90 | 20.50 -
31




Figure 8 - Accounts Payable Ledger Card

ADDRESS: Sheet. Mo,
DATE DETAILS AEF] DISCOUNT DEBIT | CRAEDIT| BALANCE
Figure 9 (a) - Payroll Sheet
PAY PERIOD  FROM: TO:
EMPLOYEE GROSS EMPLOYEES' DEDUCTIONS NET
NAME WAGES WAGES
Figure 9 (b) - Individual Employee Record
NAME: ADDRESS:
DATE GROSS EMPLOYEE'S UEDUCTIONS NET
Mo. Day Jlmei WAGEs WAGES
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THE INCOME STATEMENT

The Income Statement is a summary of business operations for a period, be it
monthly, semi-annually, or annually. Preparing an Income Statement will help you to
determine the profitability of your business.

Examine the Income Statement prepared by the General Contracting Company in
Figure 10. Notice that this is a summary of business operations for the month of
March and year-to-date. Direct Expenses and Expenses are subtracted from reve-
nue for the same period of time to figure out the net profit or income earned. Essen-
tially, what you really have is something like this:

Gross Revenue

Less: Direct Expenses

Equals: Gross Profit

Less: - Total Expenses

Equals: Net Income Before Taxes

Note that the information on the Income Statement comes from the One Book (Fig-
ure 1) and Expense Distribution (Figure 2). The column numbers on the left-hand
side of the Income Statement correspond to the column numbers on both the One
Book and Expense Distribution. Most of the information you need will come from
these sources.

You will need to prepare estimates for "special treatment" items including depreéia-
tion and income tax (if applicable) in order to complete your Income Statement.

Depreciation

You need to consider non-cash expenditures such as depreciation in order to reflect
the results of all business operations. Here is a straight-forward method for calculat-
ing the amount of depreciation expense:

a) List the undepreciated value of all your fixed assets. This list might include
buildings, fixtures, equipment or delivery trucks, but will not include land.

b) Decide how long each asset is likely to last before you have to trade it in or
scrap it.

c) Divide the number of years it will last into the amount to be depreciated to
find the annual depreciation.

d) Total all your depreciation values.

e) Divide this total by twelve to find the monthly depreciation charge.
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Use this amount to enter on the Income Statement.

Income Tax

Income tax is another special item and its treatment varies from business to business
and province to province. Depending on your Aboriginal Status, you may not be re-
quired to pay income tax. If you are required to pay income tax, you may know the
percentage of income tax on "before tax net profits" 1ast year, and can use the same
percentage this year for the Income Statement. If you do not know, contact a Reve-
nue Canada office in your area.
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EXAMPLE: THE GENERAL CONTRACTING COMPANY

Figure 10 - Income Statement

MONTH ENDED March 31,1990

coLl YEAR
CURRENT MONTH TO
# DATE
17 | Contract Revenue + 50: 200 00 150; 800! 00
18 | Plus: Service Revenue + 15{ 200 00 30! 80| 00
16} Plus: Other Income o+ 237 00 690 00
19§ Less: Direct Expenses - | 471 s00[ 00 123§ 7150| 00
EQUALS: GROSS PROFIT - 18 1371 00 58i S40| 00
Less: Expenses
Salaries and Wages
21 Owner's Drawings + 614 00 1} 842 00
2 Payroll - Net Pay + 11§ 000} 00 33] 000 o0
pa] Payroll - Income Tax + 3i 157 o0 9j 4n1| 00
A Payroll - Insurance + 511} 00 1] 433 00
25 Payroll - Pension + 513| 00 11 69| 00
Occupancy
26 Rent + 0| 00 1{ 170{ 00
27 | Property Tax 56| 00 168{ 00
28 Repair and Msintenance + 00 10 0
General Expense
2 Advertising + 2501 00 30| 00
30 Automobile + 200| 00 550 00
31 Delivery + 120{ 00 25| oo
2 Dues and Licenses + 40| 00 120 o0
k] Insurance + 0| 00 210y 00
M Interest + 204¢ 00 & 00
35 { Legaland Audit + 50| 00 50| 00
36 Supplies + 100} 00 12| oo}
37 Telephone + 40 00 80{ 00
38 | Travel + I5{ 00 0| 00
39 Utilities + 30f 00 95 00
40 Other + 371 00 150 00
* Depreciation + 100| 00 300f{ 00
20 s TOTAL EXPENSES - 171 317 00 51} 325 00
EQUALS: NET INCOME Before Taxes - 80{ 00 7i 215 00
LESS:Income Taxes - 3691 00 3} 47| o0
EQUALS: Net Income - 451 00 31 %8| 00
Notes: *  Depreclation is not taken from the One-Book spread-shest, but Is an adjustment discussed in this sectlon.
**  Thies total shouid equal the sxpenses figure from Column 20 = the depreciation.
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| THE BALANCE SHEET

The Balance Sheet is a statement of the financial position of a business as of the end
of a given period. As you will note in Figure 11, the Balance Sheet consists of three
sections, ASSETS, LIABILITIES, and OWNER’S EQUITY. All Balance Sheets are
prepared on the basis of the following relationship:

ASSETS = LIABILITIES + OWNER'’S EQUITY

Follow the steps outlined below to complete the Balance Sheet.
STEP 1 "ONE BOOK" BALANCES

As you can see in Figure 11, the amounts for Cash, Bank, Accounts Receivable, and
Accounts Payable are taken directly from One Book balances without adjustment. .

STEP 2 "REVENUE AND EXPENSES STATEMENTS" ITEMS

The amount for "Operating Surplus" (or deficit) is taken directly from the Revenue
and Expense Statement. ‘

STEP 3 BALANCE SHEET ADJUSTMENTS FOR "FIXED ASSETS"

The value of fixed assets is the original cost less the accumulated depreciation. You
can calculate the amount at March 31 by using the fixed asset value on the prior pe-
riod’s Balance Sheet, adjusting it by any new additions or sales of fixed assets from
Column 13 of the "One Book" for March, and finally by subtracting the amount of de-
preciation for March. In the case of the example it looks like this:

FIXED ASSETS
(Balance Sheet Feb. 28 Not Shown) ‘ $10,100

Plus: Fixed Asset additions
(from Column 13 of One Book) -

Less: Fixed Asset reduction
(from Column 13 of One Book) .

Less: Depreciation for March 100
EQUALS: Fixed Assets (March 31) $10,000

Notice that "Work in Progress" is included as an item on the Balance Sheet. This will
apply in the circumstances outlined earlier.
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STEP 4 BALANCE SHEET ADJUSTMENT FOR "LIABILITIES"

Accounts Payable has already been dealt with in Step 1 above, leaving only "other”
current liabilities and long-term liabilities on the Balance Sheet. In the case of the ex-
ample it looks like this:

Total liabilities less Accounts
Payable (Balance Sheet Feb. 28 Not Shown) $5,000

Plus: Additions to Liabilities
(Column 14 of One Book for March) -

Less: Reduction to Liabilities
(Column 14 of One Book for March) -

Equals: Total Liabilities less Accounts Payable
(Balance Sheet March 31) 33,000

Take note that space is provided for both current and long-term liabilities on the Bal-
ance Sheet. The former includes such items as bank loans and notes that must be re-
paid within the year. It may also include "Deferred Revenue" in cases where this
applies. The latter includes mortgages and term loans that will be repaid over sev-
eral years.

STEP § BALANCE SHEET ADJUSTMENTS FOR OWNER'’S EQUITY

Consider each item on the Balance Sheet in turn:

a) Owner’s Capital - This term is used to indicate the amounts of the owner’s initial
investment plus any more-or-less permanent investments in the business made by
the owner at later dates. Unless these occur, the amount of Owner’s Capital will re-
main constant. For the "General Contracting Company" it looks like this:

Owner’s Capital
(Balance Sheet Feb. 28 Not Shown) $10,000

Plus: Additions
(Column 15 of One Book for February)* ’ -

Less: Withdrawals
(Column 15 of One Book for February)* .

EQUALS: Owner’s Capital
(Balance Sheet March 31) $10,000

*Note: The amount will be an owner’s capital withdrawal if it is bracketed; otherwise,
itis an addition.
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b)

c)

Retained Earnings - When the operations of the business result in a profit or
a loss, this affects the amount of Owner’s Equity. Likewise, if the owner
withdraws part or all of the earnings, this affects the amount of his equity in
the business. In short, earnings which are retained in the business (i.e. not taken
out by the owner) increase the owner’s equity. It is desirable to show such
changes separately from the original investment.

Once again, for the "General Contracting Company" the amount is taken
from the previous balance sheet on February 28. Although the amount is
not shown, retained earnings at February 28 were ($§10,551).

Present Period Net Income - This was covered in Step 2 above.

If you have followed the steps closely, the Balance Sheet will indeed balance.
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EXAMPLE: THE GENERAL CONTRACTING COMPANY
Figure 11 - Balance Shest

Balance Sheet
As Of March 31, 1990
ASSETS
CURRENT ASSETS
Cash + 100] 00
Bank + 2| 00| 00
Accounts Receivable + 8| 200| 00
Inventory +
Work in progress +
Other +
TOTAL CURRENT ASSETS = 10 300| 00
FIXED ASSETS
Land +
Building (net of accumulated depreciation) +
Equipment (net of accumulated depredation) + 10| 000{ 00
Other +
TOTAL FIXED ASSETS = 10| 000| 00
TOTAL ASSETS 20| 300{ o0
LIABILITIES AND OWNER'S EQUITY
CURRENT LIABILITIES
Accounts Payable 15| 400| o0
Other 51 000f 00
TOTAL CURRENT LIABILITIES = 20| 400| 00
LONG TERM LIABILITIES +
TOTAL LIABILITIES = 20( 400 00
OWNER'S EQUITY
. Owner’s Capital + 10| 000| 00
Retained Eamings - At Beginning of Period + (10} 551} 00)
ADD: Present Period Net Income + 4511 00
TOTAL OWNER 'S EQUITY = (100 | 00)
TOTAL LIABILITIES AND OWNER 'S EQUITY 20 300| 00
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RATIO ANALYSIS

You may recall in the Introduction of this guide book we spoke of complete and
accurate accounting records as the key to sound financial management. The informa-
tion you record in the One Book system and calculate in your financial statement
provides you with enough data to monitor both the favourable and unfavourable
trends occurring in your business. Ratio Analysis is a very useful tool to help you track
your business’s performance on a monthly, quarterly, or yearly basis. There are
basically three kinds of ratios you can work with, as indicated below in Figure 12.

EXAMPLE: THE GENERAL CONTRACTING COMPANY
Figure 12 - Analysis Form for Key Business Ratlos

MONTH
YEAR
A. WORKING CAPITAL RATIOS
A-1. CURRENT RATIO No.
A-2 QUICK RATIO ‘ No.

B. PRODUCTIVITY RATIOS
B-1. INVENTORY TURNOVER No. of Times

B-2. COLLECTION PERIOD Days
B-3. OPERATING EXPENSES
as a % of Sales %

C. PROFITABILITY RATIOS
C-1. GROSS PROFIT

as a % of Sales %
C-2. NET PROFIT

asa % of Sales %
C-3. RETURN ON OWNER'S

INVESTMENT %




A. Working Capital Ratios

You would use the working capital ratio to determine whether or not your working
capital is sufficient.

i)

CURRENT RATIO is the ratio between total Current Assets (including
inventory) and total Current Liabilities. You can take the amounts
directly from the Balance Sheet and calculate as follows:

Total Current Assets
Total Current Liabilities

X 100

A Current Ratio of 150% is usually considered satisfactory though
this naturally varies by industry. A trend toward a lower ratio can

serve to warn you that you may begin to have problems paying your
current bills. '

EXAMPLE:

THE GENERAL CONTRACTING COMPANY
$10,300

e x 100 = 50.5%
520,400

B. Productivity Ratios .

In order to evaluate the productivity of your service industry business, you need to
analyze trends in two key areas: Collection Period and Operating Expense. A down-

ward trend in either one of these areas could adversely affect the overall productivity
of your business.

i)

COLLECTION PERIOD is the average term of credit extended in total
days. If this is 30, for example, the average time it takes you to collect
an account receivable is 30 days. You would find the figures for Ac-
counts Receivable on your Balance Sheet and Gross Revenue from
your current month’s Income Statement and calculate as follows:

Accounts Receivable

4 365 days
Gross Revenue x 12 _

A period of less than 30 days is realistic and preferable. If discounts are of-
fered for prompt payment, you would expect the collection period to be
shortened, since most customers would pay quickly in order to get the dis-

count. Of course, the older an account receivable becomes, the greater the
likelihood that it might not be collected in full.
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EXAMPLE: THE GENERAL CONTRACTING COMPANY
$8,200
$65,400 x 12

x 365 = 3.8 days

OPERATING EXPENSE as a percentage of Sales is the relationship of op-
erating cost to revenue. You would find figures for your Operating Ex-
penses and Gross Revenue on your Income Statement for the current
month and calculate as follows:

Operating Expense
Gross Revenue

X 100

Watch this ratio carefully. Even in a good year, if you lose control over ex-
penses, your profit can be eliminated. If a bad trend begins to develop, cal-

culate the same ratio for each operating expense and identify the specific
problem.

Remember, the operating Expense ratio must remain lower than the Gross
Margin ratio in order to make a profit.

EXAMPLE: THE GENERAL CONTRACTING COMPANY

817,317
565,400

100 = 26.5%

Profitability Ratios

In order to determine whether or not your business is sufficiently profitable,

you need to analyze your Gross Profit, Net Profit and Return on Owner’s In-
vestment.

GROSS PROFIT as a percentage of Sales is the Gross Profit on sales ex-
pressed as a percentage of Net Sales. You would find both the Gross Profit
and Gross Revenue amounts on your Income Statement for the current
month and calculate as follows:

Gross Profit

_Gross Revenue
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This ratio may tell you a great deal. If it is low or decreasing, it may indicate
that direct costs of material or labour are high as a percentage of total reve-
nue. Are you estimating too low to get jobs? If your policy is to increase the
volume of work, will the gross profit generated be enough to cover overhead
expenses?

EXAMPLE: THE GENERAL CONTRACTING COMPANY

$18,137
$65,400

100 = 27.7%

NET PROFIT as a percentage of Gross Revenue expresses the portion of
profit in every revenue dollar. You would find figures for Net Profit After
Taxes and Gross Revenue on your Income Statement for the current month
and calculate as follows:

Net Profit (after taxes, if applicable)
b 100

Gross Revenue

Net profit is influenced directly by changes in Gross Profit and Operating
Expenses. So if the ratio is low or starts dropping, you must refer to these ra-
tios to find the problem. The Net Profit ratio will only be useful to you if the
salary you take out of the business represents a fair management fee. Other-
wise, you would have to adjust your Net Profit figure before calculating this
ratio.

EXAMPLE: THE GENERAL CONTRACTING COMPANY

$451
$65,400
Refer To Figure 10 - Income Statement

100 = 0.7%

RETURN ON OWNER'’S INVESTMENT is the measure of the earning abil-
ity of the capital which you have invested in the business.

To calculate this ratio, you should use the amount of Net Profit (After
Taxes, if applicable) from your annual Income Statement, and Total
Owner’s Equity from Balance Sheets prepared at the beginning and the end
of the year.

_ Annual Net Profit After Taxes
Average Total Owner’s Equity
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Although there is nothing wrong with reviewing this ratio monthly, it makes
more sense to review it at the end of the year since the return on most other
forms of investment are calculated on an annual basis. This ratio provides
an all-encompassing measure of the health of your business. It tells you the
rate of return on your investment in the business. Therefore, one of the first
things you would do is compare this percentage to the yield on other forms
of investment. If you were to invest the same amount of money in a savings
certificate, for example, would the accrued interest be higher or lower than
the return on your business investment (which you have just calculated with
this ratio)? If you know the exact rate of return on your business investment,
you will be in a good position to make plans for the future in relation to the
feasibility of considering other forms of investment. At the same time, the
Return on Owner’s Investment Ratio could help you to focus on possible
ways of increasing the yield on your present investment.

\_

)
EXAMPLE: THE GENERAL CONTRACTING COMPANY
In the case of the General Contracting Company the calculation is meaningless. Although owner’s

equity was originally $10,000, losses (as expressed in negative retained earnings) have eliminated
owner’s equity.
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ONE BOOK ACCOUNTING SYSTEMS FOR:

* Restaurants

* Travel Agencies

* Automotive Firms

* Motel/Hotel/Resorts

* Professional (Personal Service) Firms







RESTAURANT

* Column Headings for One Book Accounting System
* In/Out Rule Table
* Income Statement

* Balance Sheet



COLUMN HEADINGS FOR ONE-BOOK ACCOUNTING SYSTEM - RESTAURANT

COLUMN
NUMBER

1

O ® N v oA WwN

S ® USRI BSOS

20

COLUMN
DESCRIPTION

Cashh Receivad
Canlt Paid O
Casls Balance
Bank Deposit

DISTRIBUTION SECTION

s gResRgEYIRBYBRER

&

s& s

Propristoc’s Salacy
Payroll - Net Py
Payrolt - [ncome Tax
Payroll - Insurance
Payroi - Pension

Rent
Property & Business Tax
Repsir and Maintenance
Telophooe

Utilities

ACCOUNT
CATEGORY

Expense Distribution
Expense Distribution
Exporne Distribution
Expense Distribution
Exponse Distribution
Expense Distribution
Expense Distzibution
Espenss Distribution
Expense Distribution
Expanse Distribution
Expenss Distribution
Expenes Distribution
Experne Distribution
Expense Distribution
Expense Distribution
Expense Distribution

TO BE USED IN

PREPARATION OF:

Balance Shast
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RESTAURANT IN/OUT RULE TABLE -

TYPE OF TRANSACTION BbLuvn Trmee cQ | 88T vrvn T cq-

T [CASHSALES CASH - RECEIVED 1 | SALES 7
3 | CHARGESALES AR - CHARGES T | SALES By
3 | SUNDRY CASHSALES CASH - RECEIVED 1 | OTHER INCOME 16
3 | SUNDRY CREDIT SALES AR CHARGES %7 | OTHER INCOME 1
5 | ALLOWANCE ON CREDIT SALES (Catering Contracis) SALES ALLOWANCES ~18 AR - RECEIVED 3
6 | TRADE-IN FOR CREDIT AR CHARGES 7 (FIXED ASSETS) 10
7 | RECEIVED ON ACCOUNTS CASH - RECEIVED T | AIR-RECEIVED 3
3 | CHARGE OFF BAD ACCOUNTS EXPENSES _ 2 | AR-RECEIVED — % |
9 | FIXED ASSET PURCHASE BY CASH FIXED ASSETS 10 | CASH-PAID OUT z
10 | FIXED ASSETPURCHASE BY CHEQUE FIXED ASSETS 10 BANK - WITHDRAWALS s
11| FIXED ASSET PURCHASE BY CHARGE FIXED ASSETS 10| A/P - CHARGED Iz
12 | INVENTOR Y PURCHASE BY CASH PURCHASES 19 | CASH.PAIDOUT 3
13 | INVENTORY PURCHASE BY CHEQUE PURCHASES 19 | BANK. WITHDRAWALS 3
14 | INVENTORY PURCHASE BY CHARGE PURCHASES ~+19 | A/P-CHARGED 2
15 | EXPENSE PURCHASE BY CASH EXPENSES 20 | CASH-PAID OUT 3
16 | EXPENSE PAYMENT BY CHEQUE EXPENSES *3 | BANK- WHHDRAWAL 5
17 | EXPENSE PURCHASE BY CHARGE EXPENSES 2 AP . CHARGED Iz

“18 | RETURNED PURCHASE FOR CASH CASH RECEIVED 1 (PURCHASES) o)
19- | RETURNED PURCHASE FOR CREDIT AP PAID T (PURCHASES) o)
20 | PAYMENT OF CHARGE PURCHASES AP PAID i BANK . WITHDRAWALS 3
21 | CASHBALANCE SHORT *20 | CASH - PAID OUT 3
22 | BANK DEPOSITS BANK - DEPOSITS 7] CASH - PAID OUT )
23 | CUSTOMER'S CHEQUE RETURNED (NSF) AR - RECEIVABLE 7 BANK - WITHIDRAWALS s
24 | BANKLOAN BANK - DEPOSITS 4 | OTHER LABIITIES 4
25 | LOANREPAYMENT BY CHEQUE (OTHER LIABILITIES) T | BANK- WITHDRAWALS s

" 26 | INTEREST ON LOAN %% | BANK. WITHDRAWALS 5
27 | INCREASE CAPITALIZATION BANK « DEPOSITS 4 | OWNERS - INVESTMENT B
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RESTAURANT

INCOME STATEMENT
for the ended
TOTAL YEAR
FOOD BEVERAGE PERIOD TO DATE
GROSS SALES ((ood & beverage) % % % %
LESS Aliowances on Catering
NET SALES: (food & beverage) 100.0 100.0 100.0 100.0

LESS: Cost of Goods Soid
Beginning lrventocy

PLUS: Purchases
Goods Availabie foc Sale
LESS: Ending [nventocy
COSTS OF GOODS 50LD
GROSS MARGIN (food & beverage)

LESS: Operating Expenses

Salaries & Wages
Owner’s Salary - Gross
Payroll - Net Pay
Payrodl - Income Tax

Payroll - [ssucance

Payrod - Pension
Occupancy

Rent

Propecty & Business Tax

Repaic & Maintenance

Bad Deixts

Depraciation
OPERATING EXPENSE
INCOME FROM OPERATIONS
ADD: Otber Incoeme
NET INCOME BEFORE INCOME TAXES
LESS: Income Taxes
NET INCOME
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RESTAURANT
Balance Sheet
As Of

ASSETS
CURRENT ASSETS
Cash
Bank
Accounts Receivable
Inventory
TOTAL CURRENT ASSETS

FIXED ASSETS
Land
Building (net accumulated depreciation)
E'.quipmcm (net accumuiated depreciation)
TOTAL FIXED ASSETS
TOTAL ASSETS

LIABILITIES AND OWNER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Expenses
Short Term Loans
TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES

Notes Payable

Mortgage Payable
TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES

OWNER'S EQUITY
Owner’s Capital
Retained Earnings - At Beginning of Period
ADD: Present Period Net Income
TOTAL OWNER'S EQUITY

TOTAL LIABILITIES AND OWNER'S EQUITY

+ + + +

+ + +

+ + +
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TRAVEL AGENCY

* Column Headings for One Book Accounting System
* In/Out Rule Table
* Income Statement

* Balance Sheet



COLUMN HEADINGS FOR ONE-BOOK ACCOUNTING SYSTEM - TRAVEL AGENCY

COLUMN COLUMN ACCOUNT TO BE USED IN
NUMBER DESCRIPTION CATEGORY PREPARATION OF:
1 Casis Roveived Canby Balance Shest
2 Caais Paid Out Cash Balsnce Shaet,
3 Casit Belance Caahr Balanoe Shest
4 Back Deposic Baok Balarice Shest
1 Bank Withdeawsis Bank Batance Sheex
6 Bank Balarce Benk Balance Sheet.
7 Accounts Receivable - Charges Accounts Receivable Batance Sheet
3 Ascounts Recsivable - Received Aocounts Receivable Balance Sheet
9 A R bie - Bal Accounts Receivable Balance Sheet
10 Fined Asests Faed Assats Balance Sheet
11 Accourks Payabie - Paid Aocounts Pryable Badance Sheet
12 Accounts Paysbie - Charged Accounts Paysble Balance Sheet
13 Accounts Paysbile - Balance Accounts Peysbie Balance Sheet
14 Advance Travel Pryments Liabilitles Balance Sheet
15 Other Lisbikities Otber Liabilities Balance Sbeet
16 Owner’s Investsnent Owner’s [ovesumeot Balance Shewt
17 Other Income Other Income [ncome Statement
18 Sales Groes Sales [ncome Statement
19 Sales Retixne Sales income Statement
20 Purchases Purchases Income Sistement
2 Expanses Expenses income Statement
COLUMN HEADINGS FOR SALES, PURCHASE. AND EXPENSE DISTRIBUTION
- Sales, Travet & Tours (Domestic) Sedes Distribution .
<] Seles, Travel & Tours (Intemationsl) Seles Distribution
U Sales, Hotels Sades Distribution
25 Sales, Other Sales Distribution
26 Pucchases, Travel & Toucrs (Domestic) Purchase Distribudon
r1) Purchases, Travel & Tours (Intemational) Purchase Distribution
28 Purchases, Hotels Purchass Distribudion
29 Purchases, Other Purchass Distribution
% Ownaec’s Salary, Gross Expense Distribution
3 Payrok, Gross Expense Distribution
2 Rent . Expense Distribution
3 Propacty & Business Tax " Expense Distribudon
M4 Repuir & Maintenance Experse Distribution
3 Telepbone Expense Distribution
3% Utilities Expense Distribution
n Insurance ’ Expense Distribution
38 Intevest ) Expense Disturibution
» Dues & Licenses Expense Distribution
© Legal & Audic Expense Distribution
4 Advectising Espense Distribution
2 Awo Expense Distribution
43 Dedivery & Freigit Expense Distribution
“ Suppies Expenes Distribution
48 Teavei Expensa Distribution
“ Otber Espense Distribution .

NOTE1: The Expense Distribution records only gross pay (column 31) thereby requir-
ing the use of a Payroll Register to record net pay and deductions payable.

NOTE2: The amounts recorded in the sales distribution column, 22 through 25, are
"net" amounts since any amounts posted to "sales returns and allowances” (col-
umn 19) is also distributed to the appropriate sales distribution column.
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TRAVEL AGENCY IN/OUT RULE TABLE

Also posted to ubied
‘Also posiad to Saics, Purchase, or Expense Distributh

TYPE OF TRANSACTION Soruvn TomLe CQL | 88T umn TrTLE coL
1T | CASHSALES CASH - RECEIVED GROSS SALES
2 | CHARGE SALES _ AR - CHARGES _ GROSSSALES
3| SUNDRY CASH SALES CASH - RECEIVED OTHER INCOME 7
4 | SUNDRY CREDITSALES AR - CHARGES OTHER INCOME 7
S | RETURNED SALES FOR CASH SALES RETURNS CASH - PAID OUT 3
5 | RETURNED SALES FOR CREDIT SALES RETURNS AR - RECEIVED )
7 | ALLOWANCE ON CREDIT SALES SALES RETURNS AR - RECEIVED 0]
8 | DISCOUNTS GIVEN SALES RETURNS AR - RECEIVED 8
9 | TRADE-IN FOR CREDIT AR - CHARGES (FIXED ASSETS) 10
RECEIVED ON ACCOUNTS CASH- RECEIVED AR - RECEIVED ]
CHARGE OFF BAD ACCOUNTS EXPENSES A/R-RECEIVED "3
"FIXED ASSET PURCHASE BY CASH FIXED ASSETS CASH - PAID OUT 2
FIXED ASSET PURCHASE BY CHEQUE FIXED ASSETS BANK - WITHDRAWALS 5
FIXED ASSET PURCHASE BY CHARGE FIXED ASSETS AP - CHARGED v)
INVENTORY PURCHASE BY CASH PURCHASES CASH - PAID OUT 3
INVENTORY PURCHASE BY CHEQUE PURCHASES BANK - WITHDRAWALS 3
INVENTORY PURCHASE BY CHARGE PURCHASES AP - CHARGED Tz
EXPENSE PURCHASE BY CASH EXPENSES CASH. PAID OUT z
EXPENSE PURCHASE BY CHEQUE EXPENSES BANK - WITHDRAWALS 5
EXPENSE PURHCASE BY CHARGE EXPENSES AP~ GED Z
RETURNED PURCHASE FOR CASH CASH RECEIVED (PURCHASES) )
22 | RETURNED PURCHASE FOR CREDIT AR -PAID (PURCHASES) )
23 | PAYMENT OF CHARGE PURCHASES AR - PAID BANK - WITHDRAWALS s
24 | CASH BALANCE SHORT EXPENSES CASH - PAID OUT 2
25 | BANK DEPOSITS BANK - DEPOSITS CASH - PAID OUT 3
26 | CUSTOMER'S RETURNED CHEQUE (NSF) A/R CHARGES BANK - WITHDRAWALS H
27 | BANKLOAN BANK - DEPOSITS OTHER LIABILITIES 13
28 | LOAN REPAYMENT BY CHEQUE (OTHER UABILITIES) BANK - WITHDRAWALS S
29 | INIEREST ON LOAN BANK - WITHDRAWALS g
30 | INCREASE CAPITALIZATION BANK - DEPOSITS OWNER'S + INVESTMENT . 1€
31 | ADVANCE PAYMENT ON TRAVEL FOR CASH CASH RECEIVED ADVANCE TRAVEL PAYMENTS 7]
L
.




TRAVEL AGENCY
INCOME STATEMENT
for the onded

TRAVEL TRAVEL TOTAL YEAR
& TOURS & TOURS HOTELS OTHER PERIOD TO DATE
(DOMESTIC) | (INTL)

GROSS SALES

LESS Raturns sod Allowances

NET SALES:

LESS: Cont of Services Provided (Pur.)
COMMISSION INCOME

LESS: Opecaing Expecse
Salaries & Wages
Ownvar’s Selacy - Gross
Payroll - Gross
Occupancy

Renx
Proparty & Busioess Tax
Rapair & Maintenance
General Operscing Eapenses
. Telephone

Uikt

Duss & Liosoas
Legnt & Audit

Deivary & Freight

fi §

Bad Debra.
o -
OPERATING EXPENSE
INCOME FROM OPERATIONS

ADD: Other [nscme

NET INCOME BEPORE INCOME TAXES
LESS: [noomss Tanes

NET INCOME
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Accounts Receivable
Inventory
TOTAL CURRENT ASSETS

FIXED ASSETS
Land
Building (net accumulated depreciation)
Equipment (net accumulated depreciation)
TOTAL FIXED ASSETS
TOTAL ASSETS

LIABILITIES AND OWNER'S EQUITY

CURRENT LIABILITIES
Advanos Travel Payments
Accounts Payable
Accrued Expenses
Short Term Loans
TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
Notes Payable
Mortgage Payable
TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES

OWNER'S EQUITY
Owner’s Capital
Retained Eamings - At Beginning of Period
ADD: Present Period Net Income
TOTAL OWNER'S EQUITY

TOTAL LIABILITIES AND OWNER'S EQUITY

TRAVEL AGENCY
Balance Sheet
As Of
ASSETS
CURRENT ASSETS
Cash
Bank

+ + + +

+ o+ o+

+ + + +

+ + o+

63






AUTOMOTIVE

* Column Headings for One Book Accounting System
* In/Out Rule Table
* Income Statement

* Balance Sheet




COLUMN COLUMN ACCOUNT
NUMBER DESCRIPTION CATEGORY
1 Cast Recstived Cash
2 Caslt Paid Out Cashs
3 Cash Balance Cash
4 Bank Deposit Bank
5 Bank Withdrawale Bank
[ Bank Balance Bank
7 Aoccounts Receivable - Charges Accounts Receivable
8 Accounts Recefvable - Recetved Accounts Receivable
9 A Recetvabie - Bal Accounts Recetvable
10 Fixed Assets Fixed Asects
11 Accounts Paysble - Paid Accounts Payable
12 Accounts Payable - Charges Accounts Paysbie
13 Accounts Payable - Balance Accounts Payable
14 Otber Liabilities Otber Liabilities
15 Owner's Inveatment Owner's [nvestment
16 Other Income Other Income
17 Sales Gross Sales
18 Sales Returns Sales
19 Purchases Purchases
20 Expenses Expenses
COLUMN HEADINGS FOR SALES, PURCHASE. AND EXPENSE DISTRIBUTION
21 Sales, Auto Rental Sales Distribution
2 Sales, Auto Sales Sales Distribution
3 Sales, Parts & Service Sales Distribution
24 Sales, Gas & Qi Sales Distribution
PA) Purchases, Auto Rental Purchase Distribution
2% Pucchases, Auto Sales Purchase Distribution
u Purchases, Parts & Service Purchase Distribution
28 Purchases, Gas & Oil Purchase Distribution
29 Direct Labour, Parts & Service Direct Expense
30 Salaries & Commissions, Auto Rental Direct Expense
31 Salacies & Commissions, Auto Sales Dicect Expense
2 Salaries & Commisions, Parts & Service Direct Expense
33 Salaries & Commissions, Gas & Oil Dicect Expense
M Suppiies, Auto Rental Direct Expense
35 Supplies, Auto Sakes Direct Expense
3% Supplies, Pacts & Service Direct Expense
7 Suppiics, Gas & Oil Direct Expense
38 Advertising, Auto Rental Direct Expense
39 Advertising, Auto Sales Direct Expense
40 Advertising, Parts & Service Direct Expense
41 Advertising, Gas & Oil Direct Expense
42 Owner’s Gross Salary Indicect Expense
) Rent Indicect Expense
44 Property & Business Tax Indicect Expense
45 Repeir & Maintenance Indicect Expense
46 Telephone Indirect Expenses
47 Ultilities Indirect Expenses
48 Insurance Indirect Expenses
9 Interest Indirect Expenses
50 Dues & Licenses Indirect Expenses
51 Legal & Audit Indicect Expenses
52 Other Indirect Expenses

COLUMN HEADINGS FOR ONE-BOOK ACCOUNTING SYSTEM - AUTOMOTIVE

TO BE USED IN

PREPARATION OF:

Balance Sbeet
Balance Sbeet
Balance Stheet
Balance Sheet
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AUTOMOTIVE IN/OUT RULE TABLE

TYPE OF TRANSACTION %LUMN TITLE Cgl. 88?:UMN TITLE CgL

1 | CASHSALES CASH - RECEIVED 1 GROSS SALES =17
2 | CHARGE SALES AR - CHARGES *7 | GROSS SALES w17
3 | SUNDRY CASHSALES CASH- RECEIVED T | OTHER INCOME 1
4 | SUNDRY CREDIT SALES AR -CHARGES ] OTHER INCOME 16
5 | RETURNED SALES FOR CASH SALES RETURNS **13 | CASH-PAID OUT z
6 | RETURNED SALES FOR CREDIT SALES RETURNS 18 | AR -RECEIVED "8
7 | ALLOWANCE ON CREDIT SALES SALES RETURNS (T AR - RECEIVED ]
8 | DISCOUNTS GIVEN SALES RETURNS "8 | A/R- RECEIVED )
9 | TRADE-IN FOR CREDIT A/R - CHARGES 7 (FIXED ASSETS) 10
10 | RECEIVED ON ACCOUNTS CASH . RECEIVED T AR - RECEIVED 3
11 | CHARGE OFF BAD ACCOUNTS EXPENSES 2 | A/R- RECEIVED 8
12 | FIXED ASSET PURCHASE BY CASH FIXED ASSETS 10 CASH- PAID OUT P
13 | FIXED ASSET PURCHASE BY CHEQUE FIXED ASSETS 10 BANK - WITHDRAWALS 5
14 | FIXED ASSET PURCHASE BY CHARGE | FIXED ASSETS 10 A/P - CHARGED 2
15 | INVENTORY PURCHASE BY CASH PURCHASES **19 | CASH- PAID OUT )
16 | INVENTORY PURCHASE BY CHEQUE PURCHASES T BANK - WITHDRAWALS 5
17 | INVENTORY PURCHASE BY CHARGE [ PURCHASES "9 | A/P- CHARGED 2
18 | EXPENSE PURCHASE BY CASH EXPENSES “2 CASH - PAID OUT ]
19 | EXPENSE PURCHASE BY CHEQUE EXPENSES 07 BANK - WITHDRAWALS 3
20 | EXPENSE PURHCASE BY CHARGE EXPENSES %W | A/P-CHARGED v
21 | RETURNED PURCHASE FOR CASH CASHRECEIVED 1 (FURCHASES) L)
22 | RETURNED PURCHASE FOR CREDIT AR - PAID Ot (PURCIHASES) )
23 | PAYMENT OF CHARGE PURCHASES “A/R-PALD ot} BANK - WITHDRAWALS 3

|24 | CASH BALANCE SHORT EXPENSES ) CASH - PAID OUT )
25 | BANKDEPOSITS BANK - DEPOSITS 4 CASH - PAID OUT 2
26 | CUSTOMER'S RETURNED CHEQUE (NSF) “A/R CHARGES ] BANK - WITHDRAWALS 5
27 | BANKLOAN BANK - DEPOSITS 4 | OTHER LIABILITIES i
28 | LOAN REPAYMENT BY CHEQUE ~ (OTHER LIABILITIES) 14 BANK - WITHDRAWALS 3
29 | INTEREST ON LOAN EXPENSES . %0 BANK - WITHDRAWALS 3
30 | INCREASE CAPITALIZATION BANK - DEPOSITS 3 OWNER'S - INVESTMENT i
.

. m%’@%“aﬂ“ﬁfm or Expense Distribution
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Goods Avsilsble (or Sale
LESS: Ending Lrventocy
COST OF GOODS SOLD

AUTOMOTIVE
INCOME STATEMENT
for the ended
AUTO AUTO PARTS & GAS & TOTAL YEAR
RENTAL SALES SERVICE OIL PERIOD TO DATE

GROSS SALES
LESS Returns and Allowances
NET SALES:
LESS: Cost of Goods Soid

Beginning [mweatocy

PLUS: Purchases

Dicwct Labous

GROSS MARGIN
LESS: Direct Expenses
Suppies

A dvectiai

DIRECT EXPENSES
DEPARTMENTAL INCOME
LESS: Indirect Expecses

Ownec’s Salacy - Gross
Rent

Propecty and Busiess Tanes
Repeirs and Maintenance
Telephone

Utilities

[neucance

[otacent
Dues and Licences
Legal and Audit
Other

Bad Debus

D L
INDIRECT EXPENSES

INCOME FROM OPERATIONS

ADD: Otbec Income

NET INCOME BEFORE INCOME TAXES

LESS: Incoave Tanes
NET INCOME
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AUTOMOTIVE
Balance Sheet
As Of

ASSETS
CURRENT ASSETS
Cash
Bank
Accounts Receivable
Inventory
TOTAL CURRENT ASSETS

FIXED ASSETS
Land
Building (net accumulated depreciation)
Equipment (net accumulated depreciation)
TOTAL FIXED ASSETS
TOTAL ASSETS

LIABILITIES AND OWNER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Expenses
Short Term Loans
TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES

Notes Payable

Mortgage Payable
TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES

OWNER’S EQUITY
Ovmer’s Capital
Retained Eamnings - At Beginning of Period
ADD:Present Period Net Income
TOTAL OWNER'S EQUITY

TOTAL LIABILITIES AND OWNER'S EQUITY

+ + 4+ +

+ + +

0

I

+ 4+ +
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MOTEL/HOTEL/RESORT

* Column Headings for One Book Accounting System
* One Book Accounting System

* Expense Distribution

* In/Out Rule Table

* Guest Account Card

* Daily Entry Sheet

* Income Statement

* Balance Sheet







HE I AN S BN B Oy O I O A T e EE aE

COLUMN
NUMBER

- SRR R S

o8 =23

14

18
19

COLUMN HEADINGla FOR ONE-BOOK ACCOUNTING SYSTEM

COLUMN
DESCRIPTION

Accounts Payable « Paid
Accounts Payable - Payable
Accounts Payable « Balance
Other Assets

Other Liabilities

Owner’s Investment
Other Income
Groas Revenue - Total

Purchases - Total
Expenses - Total

OTEL/HOTEL/RESORT

ACCOUNT TO BE USED IN
CATEGORY S%FPARATION
Cash Balance Sbeet
Cash Balance Sbeet
Cash Balance Sheet
Bank Balance Sheet
Bank Balance Sheet
Bank Balance Sheet
Accounts Recetvable Balance Sheet
Accounts Receivable Balance Sheet
Accounts Receivable Balance Sheet
Accounts Payable Balance Sheet
Accounts Payable Balance Sbeet
Accounts Payable Balance Sheet
Other Assets Balance Sheet
Otber Liabilities Balance Sheet
Owmer’s lnvesument Balance Sheet
QOther Income Income Statement
Groes Revenue Income Statement
Purchases Income Statement
Expenses Income Starement

COLUMN HEADINGS FOR GROSS REVENUE, PURCHASE. AND EXPENSE DISTRIBUTION

20

eI YIrRYy B

Gross Revenue - Rooms
Gross Revenue - Food & Beverage
Groes Revenue - Other

Purchases « Rooms
Purchascs - Food & Beverage
Purchases - Other

Payroll (Gross) - Rooas
Laundcy - Rooms
Linen - Rooms
Supplies - Rooms

Repairs & Maintenance - Rooms

Payroll (Gross) - Food & Beverage
Laundry - Food & Beverage
Linen - Food & Beverage
Supplies - Food & Beverage

Repairs & Maintenance « Food & Beverage

Payroll (Groses) - Other

AS COMPARED TO DETAILED
ACCOUNT CATEGORIES *

cash on hand ( , ook I cty bank
Ol’)l Y, coin, p q! deafts,moncy

cash in bank

UaceounT tmd“u?“"mu“ berefoﬂed h‘abih'. on
1l A
bthnea)tbeet.z\czda balance might result from an

(short term lubﬂma owed by toits
wpplmgl%:.ue‘mu m %5“%&1"
but not rmnmsd M a0 a0COUOLS payal

louglem'

bl beed| peyroll & sccrued

apmuumwd&mm mmpgcpaylblc.bnmpty:blc.

{ I c\mthouy:mupmoedugundumdbyntg‘e
mf orm System of Accounts.)

isased capital stock of owner o¢ partnes cquity, retained eamings

o(bu-hmeno(mhudwcpenﬁom
below. (Note is
m (Nn that tax )u-udum
mdhtribwmmmbebv
g?eonfom: mmm'&' m%su-arrd
Ascoul nuyonbe
Unifetm d‘Amu )

Gross Revenue Income Statement ST0NS rEVENUE - FOOMS

Gross Revenue Income Statement gross revenue - (ood & beverage

Gross Revenue Income Statement g‘:-mmmm tedephone, laundry, valet, recrestion, siores,
Purchases Income Statement Purchases

Purchases L Su Purch

Purchases Income S Purch

Direct Expenses - Rooms Income Statement net pey, income tax, insucance, pension, other employee benefits
Direct Expenses - Rooms Income Statement lsundry, dry cleaning

Direct Expenses - Rooms Income Statement linen, linen rental

Direct Expenses - Rooms Income Statement china, glaas leank pplies, room stationery, uniforms
Direct Expenses - Rooms Income Statement m& mgwt“ curtaing, dmlpe-}g]orgr covering,
Direct Expenses - Food & Beverage Income Statement net pay, income tax, i pension, other employee benefi
Direct Expenses - Food & Beverage Ii S laundry, dry cleaning

Direct Expenses - Food & Beverage Income Statement linen, linen rental

DirsBpemer-Focd & Bowns oo bt e e
Direct Expenses - Food & Beverage Income Statement bwms- Mmun?m%wmﬁwL restaurant and
Direct Expenses - Other Income Statement

net pay, income tax, i pension, other employee benefi

¢ detailed account categories based on The Standard Accounting System for the Accommedation Industry, 1974 and the Uniform System of Accosnts for Holels, 1926

39

Owner’s Salary

Indirect Expenses

Income Statement

owner’s salaty
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COLUMN HEADINGS FOR GROSS REVENUE, PURCHASE. AND EXPENSE DISTRIBUTION

(CONT'D.)
COLUMN
NUMBER

37

38
39
40
41
2

]
44
45

£3

4

s 3B

COLUMN
DESCRIPTION

Dicect Expecss - Other
Payroll (Groes) « Adasinistrative
Owner’s Salary
Legal & Auditing

Ceedit Card Commissions
[osurance

Bad Detrts
Licenses, Permits, Tames
Advertising, Ssles Promotion

Heat, Light, Power

Repair & Maintenance - General

Management Franchise Fee
Interest
Other

ACCOUNT
CATEGORY

Direct Expense - Otber
Indirect Expenses
Indirect Expenses
Indicect Expenses
indirect Expenses
lndicect Expenses
Indicect Expense
Indirect Expense
[ndirect Expenses

[ndirect Expenses
[ndicect Expenses

Indirect Expenses

{ndirect Expenses
{ndirect Expenscs

TO BE USED IN

PREPARATION OF:

[ncome Statement

[ncome Statement
[ncome Statement
Incoee Statement
[ncome Statement
Income Statement

Income Statement

Income Statement
[ncome Statement

AS COMPARED TO DETAILED
ACCOUNT CATEGORIES

tebephone call charges, laundey, linen, deaning supplics,

et pey, income (X, insurance, pension, owber empioyre benefits
owner’s walacy

accournant's fees, Lrwyer’s (ees
commissions Lo credit card organzations

life insurance, fire insurance, putdic liability, etc - net
UNeqPIoYment INUTaNce, ete. p‘n}‘xd u%aymum)

bad debts
licenses, permits, tanes
agency (ees, modia charges, community domations, bouse

bl : | enteriur Promouoaal travel
fued (not kitchen (ued), clectricity, refrigeration supplies,
engiooering suppbies
repair & maintenance e. ing, grounds,
m.w«mpmnéwgfmmmmmmummmm
the Uniferm System of Acesunis, wheress the One Book

xperse when )

foen charged by a management organization
mOCTEA e interest, foan interest, bank charges
other

detailed account categocies based on The Standard Accowating System for the Accommodation Induatry, 1574 and the Uniform Systemn of Accounis for Hobele, 1926
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One Book Accounting System

1 2 3 4 5 6 7 8 9 10, 1 12 13 14 15 16 17 18 19 20 21 2 23 24 25
DATE REMARKS CHEQUE casH BANK ACCOUNTS RECEIVABLE ACCOUNTSPAYABLE | OTHER | OTHER | ownERs | OTHER | GROSS PURCHASE$XPENSEY GROSS REVENUE PURCHASE
NO. ASSETS |LIABILITIES [NVESTMENT INCOME | REVENUE DISTRIBUTION DISTRIBUTION
TOTAL | TOTAL }TOTAL
RECEIVEL) PAID BALANCEDEPOSIT]{ WITH- BALANCIRECEIVABLEPOLLECTECBALANCH PAID | PAYABLE BALANCH
ouT DRAWALS
™ oUT N oUT ™ OUT ™ oUT IN(OUT) | IN(OUT) | INOUD) OUT oUT N N Fiooms FOOD & |OTHER [ROOMSJFOOD &] OTHER
BEV. BEV.




Expense Distribution

26 27 28

29 30. 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 456 47 48 49 50
DATE REMARKS Q{Egl}ﬁ DIRECT EXPENSES - ROOMS DIRECT EXPENSES - FOOD & BEVERAGE DRECEFXPENSE INDIRECT EXPENSES
) PAYROLLRLAUNDRY} LINEN BUPPLIEY REPAIR |PAYROLL[LAUNDRY| LINEN SUPPLIES [REPAIR| PAYROLL | DIRECT |PAYROLL} OWNER'S LEGAL CREDIT [NSURANCI BAD  {LICENSES, WDVERT HEAT, { REPAIR | MGMT [INTERESTIOTI .
GROSS & GROSS & GROSS |EXPENSES| GROSS | SALARY & L‘CAR.D DEBTS | PERMITS, | ISING, | LIGHT, & OR
MAINT. . MAINT. ADMIN. AUDIT MMISSIO! TAXES |SALES, | POWER | MAINT. FRANCHISH
M ROMQ)! |_EER




MOTEL/HOTEL/RESORT IN/OUT RULE TABLE

TYPE OF TRANSACTION CoLumn TiTLE % | 88T umn e -
A | CASHSALES CASH - RECEIVED T | GROSS REVENUE - TOTAL 7
B | CHARGE SALES AR -RECEIVABLE %7 | GROSS REVENUE . TOTAL Y]
C | SUNDRY CASH INCOME CASH - RECEIVED T | OTHER INCOME 16
D | SUNDRY CREDIT INCOME AR - RECEIVABLE %7 | OTHER INCOME 15
E | REFUND FOR CASH (GROSS REVENUE - TOTAL) 17 | CASHPAID OUT z
F_ | REFUND FOR CREDIT (GROSS REVENUE - TOTAL) 17 A/R - COLLECTED )
G | GUEST ALLOWANCE ON CREDIT SALES (GROSS REVENUE - TOTAL) **17 | ARR-COLLECIED *8
H_| DISCOUNTS GIVEN TO GUESTS (GROSS REVENUE - TOTAL) {7 | A/lR-COLLECTED s
T | TRADE-IN FOR CREDIT A/R - RECEIVABLE ] (OTHER ASSETS) 3
J | RECEIVED ON ACCOUNT CASH - RECEIVED T A/R - COLLECTED ]
K | CHARGE OFF BAD ACCOUNTS EXPENSES "9 | A/R-COLLECTED 3
L | FIXED ASSET PURCHASE BY CASH OTHER ASSETS 3 CASH. PAID OUT F)
M | FIXED ASSET PURCHASE BY CHEQUE OTHER ASSETS 3 BANK - WITHDRAWALS 5
N | FIXED ASSET PURCHASE BY CHARGE OTHER ASSEIS 3 AP -PAYABLE 1
O | INVENTORY PURCHAE BY CASH PURCHASES *¥1§ | CASH-PAID OUT 2
P | INVENTORY PURCHASE BY CHEQUE PURCHASES 18 | BANK - WITHDRAWALS 3
Q | INVENTORY PURCHASE BY CHARGE PURCHASES 18 | A/P-PAYABLE i)
R | EXPENSE PAYMENT BY CASH EXPENSES %19 | CASH-PAID OUT 2
S | EXPENSE PAYMENT BY CHEQUE EXPENSES [T BANK - WITHDRAWALS 5
T .| EXPENSE PAYMENT BY CHARGE EXPENSES [T AP - PAYABLE 1
U | RETURNED PURCHASE FOR CASH CASH- RECEIVED 1 (PURCHASES) (g0
V | RETURNED PURCHASE FOR CREDIT AP PAID 10 (PURCHASES) 18
W | PAYMENT OF CHARGE PURCHASES AP PAID *10 | BANK. WITHORAWALS 3
X | CASH BALANCE SHORT EXPENSES **19 | CASH- PAID OUT 2
Y | BANK DEPOSITS BANK - DEPOSITS 4 CASH - PAID OUT 2
7 | GUESTS CHEQUE RETURNED (NSF) A/RRECEIVABLE *7 | BANK. WITHDRAWALS 5
AA | BANKLOAN BANK - DEPOSTTS 4 | OTHER LIABILITIES 1
BB | LOAN REPAYMENT BY CHEQUE (OTHER LIABILITIES) ™ BANK- WITHDRAWALS 5
CC | INTEREST ON LOAN EXPENSES (o) BANK - WITHDRAWALS 3
DD | INCREASE CAPITALIZATION BANK DEPOSITS 7] OWNER'S - INVESTMENT 15

.
.e

Also posted (o sub-led
prouedw:alu.,w“ o¢ exp di

A/t Account Receivable
A/P Accounts Payable
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Guest Account Carg

GUEST ACCCOUNT CARD
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DATE:

DAILY ENTRY SHEET
DAY:

21

OPENING CASH - BALANCE

PLUS: Cash - Received
" Cash Sales (Food & Beverage)
Plus: Cash Sales (Other)

21

~

Equals: Total Cash Sales

Plus: Accts. Rec. - Rec. (rooms)
Plus: Accts Rec. - Rec, (food & bev.)
Plus: Accts Rec. - Rec. (other)
Equals: Accts Rec. - Rec,

[]
+

+ + +

17

GROSS REVENUE (TOTAL)

Less: Accts Rec. - Rec

Plus: Sales Tax Collected

16

Plus: Accts Rec. - Collected
Plus: Bank - Withdrawals
Plus: Other Income

CASH - RECEIVED

+ 4+ + |+

18
19
10

LESS: Cash - Paid Out
Paid Outs for Room Guests
Purchases and Freight
Expenses
Accounts Payable - Paid

n

Bank - Deposits
CASH - PAID OUT

EQUALS: Closing Cash Balance

+1+ + + +

2(1)
19

LESS: Actual Cash Balance

EQUALS: Cash Balance Short (Over)
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Income Statement

J

INCOME STATEMENT
MONTH ENDED 19
' ' FOOD & TOTAL YEAR
ROOMS BEVERAGE OTHER PERIOD TO
DATE
colL coL coL coL
GROSS REVENUE 20 2 2 17
LESS: Cost of Goods Sold
Beginning [aventory +
Plus: Purchases | 2 24 -] 18
Goods Available foc Sale
LESS: Ending lnventocy
COST OF GOOQDS SOLD -
EQUALS: GROSS MARGIN
LESS: Direct Experses
Payroll (Gross) +| 28 31 8
Laundry +{ @ -3
Linen +] 28 33
Supplies +{ 20 34
Repairs and Maintenance +] a5
Other Direct Expenses + § 37
DIRECT EXPENSES =
BQUALS: DEPARTMENT INCOME
LESS: Indirect Expenses
Administrative Pryroll (Gross) + E
Owner’s Salacy al »
Legal and Audie + “0
Credit Card Cominissions + 4
Insurance + 42
Bad Dets. + 43
Licensea, Permits, Tanes + “
Advertising ... Ssles Promotion + L]
Hest, Ligin, Power + 48
Repairs and Maiatenance (General) +1 47
Management oc Franchise Fee + 48
Intecest ¥ 43
Otber + 50
DEPRECIATION +
INDIRECT EXPENSES -
EQUALS: INCOME FROM OPERATIONS
PLUS: OTHER INCOME 16
EQUALS: NET INCOME BEFORE TAXES
LESS: INCOME TAXES
EQUALS:‘ NET INCOME
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PROFESSIONAL (PERSONAL SERVICE) FIRMS

* One Book Accounting System

* Expense Distribution

* Daily Entry Sheet

* Income Statement

* Balance Sheet

* Contract Work in Progress/Deferred Revenue Sheet
* Accounts Receivable Ledger Card

* Accounts Payable Ledger Card

* Payroll Sheet

* Individual Employee Record
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Balance Sheet

Balance Sheet
As Of

ASSETS
CURRENT ASSETS
Cash
Bank )
Accounts Reccivable
- Inventory
Other
TOTAL CURRENT ASSETS

FIXED ASSETS
Land
Building (net accumulated depreciation)
Equipment (net accumulated depreciation)
TOTAL FIXED ASSETS
TOTAL ASSETS

LYABILITIES AND OWNER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Other
TOTAL CURRENT LIABILITIES
LONG-TERM LIABILITIES
TOTAL LIABILITIES

OWNER'S EQUITY
Owner’s Capital
Retained Eamings - At Beginning of Period
ADD: Present Period Net Income
TOTAL OWNER'S EQUITY

TOTAL LIABILITIES AND OWNER'S EQUITY

P+ + + o+ o+

+ + +

+ + +
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Expense Distribution

21 x2 23 24 25 26 27 28 29 30 3 k¥ 3 34 35 36 a7 38 a9 40
DATE REMARKS CHEQUE | OWNER'S PAYROLL RENT PROPERTY| REPAIRA | ADVER- | AUTO |DELIVERY|  DUES NSURANCH INTEREST | 1EGAL& | SUPPUES | TELEPHONE | TRAVEL |unures | onieRr
X 4 & >
NO.  [PRAWINGS] . BUSINESS | TENANCE LICENSES AsOIT
NETPAY | INCOME |INSURANCE | PENSION TaX
TAX

1 )

2 2

3 . 3

4 4

s 3

[] L]

? 1

. s

® v
10 1
1 "
12 1¢
123 13
i) 14
15 [k}
18 (1]
17 1%4
10 b
19 i\
20 20
21 @
z 2
n FE]
2¢ 24
2 »
20 o
27 o
20 J0
- » I

30 -
EY) i
2 EN
» ™
ot "
ot "
) "




One Book Accounting System

l

]
1 2 3 4 5 [ 7. 8 9 10 " 12 13 14 15 16 17 18 19 20 |
DATE REMARKS CHEQUE CASH BANK AQOCOUNTS RECEIVABLE ACCOUNTS PAYABLE OTHER OTHER OWNER'S ON{ER | CONTRACT | SERVICE DIRECT INDIRECT I
. ASSETS |LIABILITIES INVESTMENY INOCOME REVENLE | REVENUE | EXPENSES | EXPENSES .
RECEIVED| PAIDOUT |BALANCE| DEPOSITS WITH- BALANCE ftECFJVA'“ [POLLECTEL BALANCE PAID PAYAHBLE | BALANCE
DRAWALS .
IN OUT iN ouUT IN OUT IN ouT IN(OUT) | IN(OUT) | INOUT) ouUT ouT iN N iN
) ° )
2 2
3 3
4 .
LY £l
6 6
7 14
'y a
" .
0 o
" "
12 1
13 1K)
14 “
5 (1)
18 o
” v
T3 13
9 W
20 P
21 @
= 2
2 23
2 4
25 . 25
2
20
27 \ res
26 <8
2 M
0 -
N 3
2 >
33 3
34 33
- "
] 'y




DAILY ENTRY SHEET
DATE: DAY:
Opening Cash
Plus: Cash - Received
Cash Sales
17 Gross Sales +
18 Less: Sales Returns -
7 Less: Accounts Receivable - Receivable -
Equals: Cash Sales = +
11| Sales Tax +
8| Accounts Receivable - Collected +
5| Bank Withdrawals +
16| Gther Income +
1 Cash Received =
Less Cash - Paid Out
19| Purchases & Freight +
20 | Expenses +
10| Accounts Payable - Paid +
4 | Bank Deposits +
2 Cash - Paid Out
Equals: Closing Cash - Balance
Less: Actual Cash Balance
2% (201) Equals: Cash Balance Short (Over)
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MONTH ENDED 19
coL CURRENT MONTH YEAR
# TO
DATE

17 | Contract Revenue
18 | Plus: Service Revenue
16 | Plus: Other Income
19 | Less: Program Direct Expenses

EQUALS: NET REVENUE *

Less: Agency Expenses

Salaries and Wages

21 Owner’s Drawings
22 Payroll - Net Pay
2 Payroll - Income Tax
24 Payroll - Insurance
25 Payroll - Pension

Occupancy
26 | Rent
27 | Property Tax
28 | Repair and Maintenance

General Expense
29 | Advertising
30 | Automobile
31 | Delivery
32 | Dues and Licenses
33 | Insurance
34 | Interest
35 | Legal and Audit
36 | Supplies
37 | Telephone
38 | Travel
39 | Utilities
40 | Other
¢ Depreciation

** TOTAL AGENCY EXPENSES

EQUALS: Net Surplus From Operations

*  Depreciation is not taken from the One-Book spread-sheet, but is an adjustment discussed in
this section.

** This total should equal the expenses figure from Column 20 + the depreciation figure.
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Balance Sheet

As Of

ASSETS
CURRENT ASSETS
Cash
Bank
Accounts Receivable
Inventory
Work in progress
Other
TOTAL CURRENT ASSETS
FIXED ASSETS
Land
Building (net of accumulated depreciation)
Equipment (net of accumulated depreciation)
Other
TOTAL FIXED ASSETS
TOTAL ASSETS

LIABILITIES AND OWNER'S EQUITY
CURRENT LIABILITIES
Acoounts Payable
Other
TOTAL CURRENT LIABILITIES
LONG TERM LIABILITIES
TOTAL LIABILITIES
OWNER'S EQUITY
Owner’s Capital
Retained Earnings - At Beginning of Period
ADD: Present Period Net Income
TOTAL OWNER 'S EQUITY
TOTAL LIABILITIES AND OWNER 'S EQUITY

o+ o+ + + o+ + o+ + + + + o+

+ + +
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Contract Work in Progress and Deferred Revenue Ledger Card

CONTRACT: JOB NO:
CONTACT PERSON: RESPONSIBILITY __
ADDRESS: BUDGET:
TELEPHONE:
WORK IN PROGRESS DEFERRED REVENUE
DATE DESCRIPTION IN ouT BALANCE IN ouT BALANCE
(Increasa) (decrease) (decreass) (Increase)
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Accounts Receivable Ledger Card

ACCOUNT NUMBER BILLING DATE ACCOUNT LIMIT
ACCOUNT CLASS

COMPANY NAME PHONE
ADDRESS ACCOUNT PAYABLE CONTACT
CcITY
RESTRICTIONS 1.

2,

"SPECIAL CIRCUMSTANCES
DATE PAYMENT PURCHASE INVOICE QUANTITY DESCRIPTION BALANCE
$ $ NO.
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Accounts Payable Ledger Card

DATE

ADDRESS

DETAILS . REF.

DISCOUNT

ACCT. NO.

SHEET NO.

DEBIT

CREDIT

BALANCE

............................................................................

....................




Payroll Sheet
PAY PERIOD FROM To
EMPLOYEE GROSS EMPLOYEES' DEDUCTIONS NET
NAME WAGES | TYTTTTT vt eepritannes WAGES




individual Employee Record

Time
Period

EMPLOYEE'S DEDUCTIONS

WAGES
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