
• A •
Abbey National, 95
abilities, assessing, 10–11
accelerated depreciation

method, 442–443
Accenture, 462–463
accepting sales return, 272
accessibility of market

segment, 52
Accountancy Age Web site,

452
accountancy firms

consulting and advising
business of, 462–463

by size, 451–452
accountancy pads, 195
accountant

audits and, 449
chartered, 158
credentials for, 166–167
finding and choosing,

128–129
qualifications of, 451
working with, 158

accounting. See also
accounting methods;
accounting period;
accounting system

definition of, 157
standards for, 427

accounting convention, 85
accounting cycle, steps of,

162–163
accounting equation, 282
accounting explanation of

profit
break-even point, 355–356
contribution margin,

353–355
accounting fraud, 459–460

accounting methods. See
also double-entry
accounting

accrual, 172–173, 285, 322,
593–594

cash-based, 171–172, 611,
612

choosing, 428, 432
corporation tax and,

445–446
depreciation expense,

285–286
inconsistency in, 457
overview of, 170–171
profit and loss account/

statement and, 428–432
for recording profit, 596
VAT deadline and, 611–613

accounting period
converting manual to

computerised system
at end of, 231

definition of, 160
posting to Nominal Ledger

at end of, 217
accounting profession,

public, 451. See also
accountant

accounting records,
accuracy of, 594

accounting reports, 170.
See also balance sheet;
cash flow statement;
profit and loss
account/statement

Accounting Standards
Board (ASB), 336, 427

accounting system. See also
computerised
accounting system

categorising financial
information, 164–165

checking figures, 168–169

internal controls, 167–168
personnel for, 166–167
record keeping, 169
setting up, 158
standardising source

document forms and
procedures, 165–166

unusual events, 170
accounting technician, 167
accounting year, 560–561
accounting year-end, 161,

163, 231
accounts. See specific

accounts
Accounts Payable account.

See also Creditors
account

bills and, 259–260
columns of, 213
definition of, 161, 183
as Liability account, 201
Purchases journal and,

212–213
in Sage 50 Accounts

software, 204
sample page of, 213

Accounts Receivable
account. See also
Debtors account

as Asset account, 201
credit sales in, 266
definition of, 161, 182–183
monitoring, 273–274
Sales journal and, 211
sales on credit and,

284–285
accredited training, 487
accrual accounting

description of, 172–173
income statement and,

322
profit and, 593–594
sales revenue and, 285
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Accrued National Insurance
Contributions (NICs)
Payable account, 501

Accrued Pay As You Earn
(PAYE) Payable
account, 501

Accrued Payroll Taxes
account, 184

Accumulated Depreciation
accounts

Furniture and Fixtures,
181

Land and Buildings, 180
Leasehold Improvements,

180
Plant and Equipment, 181
Vehicles, 181

acid test ratio, 318–319
active account

in Cash Receipts Book,
208–209

in General journal, 214
actual cost/actual output

method of determining
product cost, 421

actual costs, 413
adding account to Nominal

Ledger, 203
additional state pension,

546
Additional Voluntary

Contribution, 551
address to mail VAT

payment, 610
adjusting entry

description of, 168
in Nominal Ledger, 203
in Sage 50 Accounts

software, 205
adjustment, 163
administrative budget, 384
adoption pay, 488, 525
adverse opinion from audit,

455
Advertising account, 187

advertising expense, 431
advertising value of

Internet sites, 13
adviser, finding and

choosing
accountant, 128–129
bank manager, 130–131
lawyer, 131–132
management consultant,

132–133
advising services, 462–463
Advisory, Conciliation, and

Arbitration Service,
537, 543

after-sales support, 143
age discrimination

legislation, 539, 543
Aged Debtor Report,

273–274
Akamai Technologies, 106
allocating product cost,

417–418
allowances

capital, for big items,
564–565

profit and loss statement
and, 306

American Express Small
Business Exchange
Business Plan
Workshop, 80

amortisation
definition of, 181
of tangible assets, 313

Amortisation account, 187
Amortisation–Patents

account, 181
Amortisation–Start-up

Costs account, 181
analysing. See also What-if

analysis
cash flow statement,

335–336, 340–341
management profit and

loss account, 357–358

market position, 136–138
two-layer profit and loss

account, 301
Annual Accounting scheme,

611
Annual Investment

Allowance, 565
annual leave, 517–518
annual report

description of, 160
to HM Revenue and

Customs, 505–509
annuity, 547
Ansoff’s Growth Matrix,

148–149
appendixes to business

plan, 75
Apple, 106
arm’s-length bargaining, 600
Arthur Andersen, 462–463
ASB (Accounting Standards

Board), 336
assessing. See also

analysing
abilities, 10–11
amount of money needed

for startup, 62–63,
83–88

liability, 122–123
profitability, 62–65
risk, and insurance, 122
supply chain, 45–47

Asset accounts, 201
asset turnover, 381
assets. See also fixed assets

capital allowances for, 565
current, 182–183, 311
definition of, 159
downsizing, 351
estimated balance sheet

and, 375–376
financing, 99–100
intangible, 181, 312
leasing, 99–100, 617
long-term, 311–313
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net, 316
net current, 316
non-cash, changes in

during year, and profit,
291–292

profit and, 282
protecting, 124
selling, to shut company,

586
totalling, 91
valuing, 410
writing down, 430, 440

Assets section of balance
sheet, 310–313

Association of Accounting
Technicians, 158, 167

Association of British
Credit Unions, 100

Association of British
Insurers, 123, 604

Association of Chartered
Certified Accountants,
166

assumptions, business, 368
attire for presenting

business plan, 81
auction, online, 121
audit. See also audit report

accountancy firms
providing, 451–452

as accounting function,
449

benefits of, 453
fraud and, 457–460
by HM Revenue and

Customs, 242
management views of, 462
purpose of, 450
of smaller businesses, 453
tasks of, 453–454
violations of GAAP and,

460–462
Audit Bureau of

Circulations, 13
audit evidence failure, 458
audit judgment failure, 458

audit report
clean opinion, 455–456
modifications to, 457
paragraphs of, 456
purpose of, 454–455

audit trail, 169
authorisation level, 245
average cost method, 439
Averaging method of

valuing stock, 255–259

• B •
backers, potential, 16
bad debt

incidence of, 88
writing off, 274–275, 430,

445
bad debts expense, 430
balance sheet. See also

balance sheet equation
accounts of, 178, 179
Assets section, 310–313
Capital accounts, 

184–185, 314
changes in accounts of,

and cash flow
statement, 323–324

components of, 309–310
current assets accounts,

182–183
current liabilities

accounts, 183–184
description of, 159, 178,

309
estimated, 375–376,

378–379
fixed assets accounts,

180–182
fraud in, 460
generating computerised,

320
horizontal format for,

315–316
Liabilities section of,

313–314

long-term liabilities
accounts, 184

ratio tests on, 317–320
vertical format for,

316–317
balance sheet equation

depreciation expense and,
285–286

overview of, 282
prepaid expenses and,

288–289
preparing, 283–284
sales on credit and,

284–285
stock and Cost of Goods

Sold expense and,
289–290

unpaid expenses and,
286–288

balancing
books, 176
internal control costs,

246–247
bank

choosing, 130–131,
234–235

loans from, 89–91, 
95–98, 395

bank holidays, 518
Bank of England Web site,

83
Bank Service Charges

account, 188
bankruptcy, partnerships

and, 34
Barter Marketing, 122
Bartercard, 122
bartering online, 122
basic pay, 471
basic state pension, 545
benchmarking, 302, 471
benefit segmentation, 51
benefits

in kind, reporting, 509–510
of lenders and investors,

90
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benefits (continued)
of product or service,

spelling out in business
plan, 16, 17

taxing, 497–498
of writing business plan,

68–69, 72
BERR Web site, 535
Big Advertising Ltd, 150
big-bath theory, 301
Bilimoria, Karan

(entrepreneur), 83
bills, paying, 259–260
Birch, David (researcher),

18
BizPlanIt.Com Web site, 80
board of directors

duties, responsibilities,
and liabilities of,
127–128

of limited company, 576
non-executive, 16–17
shareholders and, 400

Body Shop, 104–105, 152
bonding employees, 248
bonus, paying, 473–474
book value per share, 400
bookkeeper, 167
bookkeeping. See also

Chart of Accounts;
computerised
accounting system;
journal, bookkeeping;
record keeping

accounting cycle, steps of,
162–163

categorising financial
information, 164–165

checking figures, 168–169
definition of, 157
dividing responsibilities

for, 245
internal controls, 167–168
personnel for, 166–167
record keeping, 169
responsibilities of, 158

standardising source
document forms and
procedures, 165–166

terminology of, 159–161
unusual events, 170

borrowing
assets, financing, 99–100
from banks, 89–91, 95–98,

395
cash flow, financing, 98–99
from credit unions, 100
from family and friends,

100–101
mezzanine finance, 102

bottom-up budgeting
approach, 388–389

BR19 form, 546
BRAD (British Rate and

Data), 54
break-even, calculating, 65
break-even point/sales

volume, 355–356
British Business Angels

Association, 105
British Franchise

Association, 38, 39–40
British Insurance

Association, 123
British Standards Institute,

118
British Venture Capital

Association, 104
BS EN ISO 9000 standards,

118
budget

bottom-up approach to,
388–389

comparing actual
spending to, 307

elements of, 383–385
making, 386
for market research, 53
process and flexibility of,

389
purpose of, 382–383

top-down approach to,
387

zero-based, 146, 386
budgeted costs, 413
Buffett, Warren (investor),

446
building developer, VAT

rules for, 616
burden rate, 419–420
business angel

description of, 73, 89
exit route for, 75
finding and using, 104–106
timescale of, 93

business franchise, 39. See
also franchises

Business Link Web site, 
152, 303, 541

business plan
assessing progress on, 79
benefits of writing, 

68–69, 72
confidentiality,

maintaining, 76, 77
drafts of, 75–76
due diligence, 76, 78
elements of, 67
layout and content for,

73–75
packaging, choosing, 73
presenting, 81–82
readership, defining,

72–73
satisfying financier

concerns with, 69–71
software for writing, 78, 80
strategic analysis and, 67
writing, 16–17

Business Rates, 590
Business.com search

engine, 55
buying. See also make-or-

buy decision
fixed assets, and half-year

convention, 444
on hire purchase, 99–100
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from Internet sites,
121–122

mailing list, 60
product, 249–250
supplies, 259

buying out
established business,

42–43
partner, 34–35, 405

bytstart.co.uk portal, 600

• C •
CA38 National Insurance

Contributions Tables 
A & J (booklet),
490–491, 492–493

CA6855 form, 489
calculating

break-even, 65, 355–356
cash flow from profit,

325–326
commission payment,

499–502
contribution margin, 354
Cost of Goods Sold, 

251, 296
Cost of Goods Sold

expense, 432–433
gross margin, 432
holiday pay, 518–520
margin of safety, 357
net pay, 497
net sales, 271, 295
NICs, 490–491, 492–493,

501
PAYE tax, 494–497, 501
payroll, 489–499
product cost, 418–419
redundancy payment,

530–534
sample size, 58

calculator, leasing, 100
CAMPARI, 96
cap on National insurance,

567–568

capacity, and credit
analysis, 96

capital. See also raising
money; start-up capital

credit analysis and, 96
definition of, 159
equity, 89–91, 600–601
invested, 394, 405
owners’ equity and, 394
working, 316, 367

Capital account
description of, 185
partnership and, 406

Capital accounts, 184–185,
201. See also Retained
Earnings account

capital allowance, 564–565
capital budget, 384
capital expenditure, 

337, 598
Capital Gains Tax, 585–586,

595
capital section of balance

sheet, 314
capitalised lease, 312
car

capital allowance for, 565
company owned, fuel for,

498, 616–617
leasing, 617

Car and Car Fuel Benefit
Calculator, 498

cash
controls on, 233–234
paperwork for, 240–241
paying wages in, 476
petty cash accounts, 238
types of, 233

Cash account
debits, credits, and, 199
sample page of, 200

Cash Book. See also Cash
Payments Book; Cash
Receipts Book

description of, 206
uses of, 195

cash dividend, 399, 401
cash flow. See also cash

flow from profit; cash
flow statement

definition of, 321
depreciation, impact of

on, 287
financing, 98–99
forecasting, 84
profit and, 283–284
projecting, 379
testing, 318–319
types of, 321–322

cash flow from profit
changes in assets and

liabilities and, 326–332
computing, 325–326
definition of, 322, 324
methods for determining,

336
cash flow statement. See

also cash flow from
profit

analysing, 335–336,
340–341

balance sheet account
changes and, 323–324

budget and, 383
description of, 322
example of, 334
financial forecasts and, 379
financing activities and,

338–339
history of, 333
investing activities and,

337–338
presenting, 332–333
sections of, 333–334

Cash on Hand account, 
182, 269

Cash Payments Book
columns of, 209–210
computerised, sample of,

220
description of, 206, 209
sample page of, 196, 210
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Cash Receipts Book
cash register sales,

207–208
columns of, 207, 208–209
computerised, sample of,

219
deposits in, 270
description of, 206
sample entry in, 262–263
sample page of, 208, 217
summarising at end of

month, 217–218
cash registers

cashing up, 269–270
controls on, 239
sales information

collected by, 262
cash sales

receipt for, 261–263
recording, 263–264
types of, 261

cash-based accounting
description of, 171–172
VAT and, 611, 612

Cashflow Acceleration, 98
cashing up, 269–270
cash-out form, 270
categorising

customer, 149–150
financial information,

164–165
Caterpillar audit report, 456
change, cash on hand for,

239
changing jobs

occupational pension and,
551

paying employee when,
519–520

character, and credit
analysis, 96

charity donation, 577
Chart of Accounts. See also

balance sheet; profit
and loss account/
statement

columns of, 190
computerised, setting up,

228

description of, 165,
177–178

developing, 179
as mirroring business

operations, 187
Sage 50 Accounts

software, 204, 228
setting up, 189–191

Chartered Institute of
Management
Accountants, 129, 166

Chartered Institute of
Purchasing and 
Supply, 121

cheques
printing computer-

generated, 235–236
writing manually, 235

Chief Registrar of Friendly
Societies, 37

Child Tax Credits, 476
Christie & Co, 43
claiming back from NICs

statutory maternity pay,
524

statutory sick pay,
521–522

Class 1 contribution, 567
Class 2 contribution,

567–568
Class 3 contribution, 545
Class 4 contribution,

567–568
class of share, 398–400
clean opinion from audit,

455–456, 460
client, audit firm walking

away from, 461
close company, 583
closing books

accounting cycle and, 163
financial year and, 228
monthly, 199
process of, 216–218

closing cash balance,
estimating, 85

Closing Stock, 251
Cobra Beer, 83

coding charges
computerised accounts

and, 218
numbering system for, 190

collateral, and credit
analysis, 96

collecting
bad debt, 445
cash sales, 261–264
employee taxes, 490–497

combined pension forecast,
544

commission, paying, 
474, 499–502

Companies House
description of, 577
Web site, 42, 54, 59, 128

company car benefit, 498
company. See also limited

company; limited
liability company

legal definition of, 396
off-the-shelf, 577

company pension scheme
limits on contributions to,

584–585
setting up, 584

comparing stock valuation
methods, 256–258

compensation of manager,
402

competition
assessing, 49, 50, 59
offering credit and,

265–266
competitions, winning

money by entering,
111–112

Competitors’ Companion
(magazine), 11–12

complaints, monitoring,
140–141, 142

compulsory school age, 487
computerised accounting

system. See also Sage
50 Accounts software

advantages of, 223
balance sheets,

generating, 320
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converting manual system
to, 230–231

customising, 229–230
expandable files and, 242
filing system and, 241
journal entries in, 218–221
limitations of, 223
Nominal Ledger in, 203–205
numbering accounts and,

190
printing cheques, 235–236
resources for, 224
setting up, 227–229
tracking stock in, 252
year-end reports and, 516

computing. See calculating
conditions, and credit

analysis, 96
confidence, building with

business plan, 68
confidentiality

auditor, client, and, 461
of business plan,

maintaining, 76, 77
of data, and outsourcing,

117
consequential loss

insurance, 124–125
consultancy services,

462–463
consumable materials, 47
Consumer Protection Act,

125, 126
content of business plan,

73–75
contracting out of

additional state
pension, 546

contractual maternity pay,
524

contractual sick pay, 522
contribution margin

average, as percent of
sales revenue, 364

description of, 353–355
control costs, balancing,

246–247
control, sharing, 92–93

controlling expenses, 389
convertible preference

share, 399
converting manual

bookkeeping system to
computerised system,
230–231

co-operative, 18, 36–37, 407
copyright, as intangible

asset, 312
Copyrights account, 182
corporate venturing,

106–107
corporation tax, 587–588,

594
corporation tax expense,

431, 445–446
corporation tax rates, 595
Cost of Goods Sold. See

also Cost of Goods Sold
expense

calculating, 251, 296
definition of, 160
Gross Profit and, 299
internal use of, 306
profit and, 289–290
projecting, 373
Purchases account and,

250
Cost of Goods Sold

accounts, 186–187
Cost of Goods Sold expense

average cost method and,
439

calculating, 432–433
external profit and loss

account and, 346
FIFO method and, 434
LIFO method and, 435–438
profit and loss account

and, 430
Cost of Goods Sold line of

profit and loss
statement, 293, 298

cost reduction and
economy, and
discovering need, 11

cost/benefits idea in
budgeting, 389

costs. See also fixed costs;
product cost; stock
cost; variable costs

actual, 413
anticipating, 372–374
budgeted, 413
of capital, 353
control, balancing,

246–247
cutting, 145–146
direct, 411–412, 415
importance of data on,

410–411
indirect, 409, 412, 417–418
measuring, 409–410
one-off, 63
overhead, 415
period, 414
of raising capital, 92
relevant and irrelevant,

410, 412–413
replacement, 434, 439
of setting up company,

577
standard, 414
stock, 433
of tax investigations, 604

courtship stage with
customer, 149

cover of business plan, 73
credit

in bookkeeping, 175–176
definition of, 161
profit, and selling on,

284–285
selling on, 210–211,

264–266
credit analysis, five Cs of,

96
credit card company fees,

264
Credit Cards Payable

account, 184
credit reference agency, 

88, 265
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credit sales, recording,
266–269

credit transfer into
employee bank
account, 475–476

credit union, 100
credit voucher system, 240
creditor

definition of, 161
secured, 477

Creditors account. See also
Accounts Payable

as current liability
account, 183

debits, credits, and, 200
sample page of, 201

CT600 tax return, 593
Current account, 182
current accounts

controls on, 234–236
making deposits to, 237

current assets accounts 
of balance sheet,
182–183, 311

current assets, estimated
balance sheet and,
375–376

current liabilities accounts,
183–184, 313

current liabilities,
estimated balance
sheet and, 376

current ratio, 318
customer acceptance of

product, 70–71
customer retention

complaints, monitoring,
140–141, 142

importance of, 139
loyalty, rewarding,

144–145
measurement of, 138–139
mystery shopping,

143–144
rules for, 140

customer service standards,
setting, 141–143

customers. See also
customer retention

estimates of, 88
forecasting sales from, 64
getting to buy more,

149–150
CWF1 form, 560

• D •
Daltons, 43
Darby, Karen

(entrepreneur), 104
deadline

outsourcing and, 116
for VAT payment, 611–613

deadlock stage with
customer, 150

debit, in bookkeeping,
175–176

debt
bank loans, 89–91, 95–98
definition of, 15
equity capital disguised

as, 600–601
as leverage, 377
ratio tests for, 319–320

debt capital, 89–91
debtor, definition of, 161
Debtors account. See also

Accounts Receivable
as current asset account,

182–183
debits, credits, and,

199–200
sample page of, 200

debtors asset account, cash
flow from profit and,
327–328

deductions
for expenses, evidence for,

594
loss from self-employment,

566
from pay, 589

deferred tax payable
liability account, 445

deferring taking state
pension, 553

deficit, 394
deleting account from

Nominal Ledger, 203
delivery of product

late, 87
as part of customer

service, 143
demographic segmentation,

51
demonstrating product or

service, 17
Department for Business,

Enterprise, and
Regulatory Reform

notifying, 535
Web site, 534

Department for Social
Development Web 
site, 544

deposit
bank, recording, 270
to current account, 237

Deposit account, 182
depreciation. See also

depreciation expense
accounting

Accumulated Depreciation
accounts, 180–181

adjusting entry and, 203
definition of, 161, 180
of fixed assets, 285, 287,

330
impact of, on cash flow,

287
pro-forma profit and loss

account and, 374
of tangible assets, 313

Depreciation account, 188
depreciation expense

accounting
cash flow from profit and,

329–331
methods of, 441–444
profit-making process and,

285–286
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depreciation expense,
profit and loss account
and, 430

deregistering for VAT, 620
designing internal controls,

247
development budget, 384
differentiation, 12
Diffusion of Innovations

(Rogers), 52
dilution effect, 402
direct cost, 411–412, 415
direct method for cash flow

from profit, 336
Direct Selling Association,

32
directors

duties, responsibilities,
and liabilities of,
127–128

of limited company, 576
non-executive, 16–17
shareholders and, 400

disclosure of external profit
and loss account, 347

discontinuities, reporting,
300–301

discount
for paying bills early, 260
profit and loss statement

and, 306
for referral, 150–151
sales, monitoring, 270–272
selling shares at, 402

discovering need, 11–12
discrimination claim, 123
disposable value, 411
disqualification of director,

127
dissolution of partnership,

405
Distance Selling

Regulations, 429
distribution of profit

class of share and,
398–400

partnerships, 403–406
to self, 580–583

sole proprietorships,
406–407

stock shares, 396–398
diversification, 154
dividend

definition of, 160
paying to family member,

578–579
paying to self, 580–581

dividing staff
responsibilities to
prevent fraud, 245–246

documentation and filing
system, setting up,
241–243

donation to charity, 577
double-declining balance

depreciation method,
443, 444

double-entry accounting
Cash Receipts Book and,

207
description of, 168
journals and, 205
Nominal Ledger and, 194
process of, 173–175

downsizing assets, 351
Dragon’s Den (BBC reality

show), 105
drawbacks, financial, to

partnership, 34
Drawing account, 185, 314
due date for bill, 260
due diligence process, 

76, 78, 103
Dues and Subscriptions

account, 188
DuPont formula, 380–382

• E •
Early Adopters, 52
Early Majority and Late

Majority buyers, 52
early retirement, offering,

541–542
earnings before interest

and tax (EBIT),
351–353, 431

earnings multiple method
of estimating share
value, 400

Earnings Threshold (ET),
491

Easy Searcher 2 search
engine, 55

EasyJet, 20
EBIT (earnings before

interest and tax),
351–353, 431

e-buying group, joining, 121
e-commerce section of

business plan, 75
economy of scale, 117
economy, state of, when

starting business, 20–21
Ecotravel company, 149
editing business plan, 76
EEA (European Economic

Area), 483, 486
effectiveness, 22
efficiency, 22
80/20 rule, 146
electronic transaction

processing, 261
elevator pitch, 81–82
embezzlement

audit as looking for, 458
cost of, 245
definition of, 243
example of, 244
finding in audit, 459–460

employee. See also wages
bonding of, 248
bookkeeping, 166–167
dividing responsibilities

of, to prevent fraud,
245–246

easing into retirement,
540–541, 542

exit interview with, 
527, 540

family member as, 568–569
final pay packet, 527–529
going out of business and,

477, 537
insurance for suit by,

123–124
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employee (continued)
laying off, 476–477, 535
letting go before end of

notice period, 536
liability insurance for, 123
older, managing, 542–543
part-time, 526
retirement of, 536–537

employer contribution to
occupational pension
scheme, 550

Employer Helpbook E10, 505
Employer NICs, 501–502
employer payroll taxes,

588–590
Employer’s PAYE Reference,

obtaining, 480–481
employment tax, 588
Employment Tribunal, 

468, 470, 537
engagement stage with

customer, 149
Enterprise Investment

Scheme, 575
entrepreneurial categories,

10–11
entries in Nominal Ledger

adjusting, 203
computerised, 203–205
developing, 194–198
posting, 199–202

Equal Pay Act 1970, 472–473
Equality and Human Rights

Commission, 472
Equality Commission for

Northern Ireland, 472
equipment, acquiring, 46
Equipment Rental account,

188
equity

definition of, 15
owners’, 378–379, 394

equity capital, 89–91,
600–601

established business
buying out, 42–43
comparison of new

business startup to,
28–29

pitting new business
against, 20

taking on, 33
estimating. See also

forecasting
business expenses, 85
closing cash balance, 85
corporation tax, 594
net worth, 91
share value, 400
start-up costs, 62–63

ET (Earnings Threshold),
491

ethical issues in accounting,
450

EuroHedge (magazine), 11
European Economic Area

(EEA), 483, 486
European Union, exporting

to country in, 126
European Venture Capital

Association, 104
evaluating results

of internal controls, 247
of market research, 60–62

executive summary of
business plan, 74

exercise price, 397
existing business. See

established business
exit interview, 527, 540
exit route section of

business plan, 75
expandable file, 242
expense accounts, 187–189
expense claims, paying,

474–475
expenses

adjusting entries for, 168
business, estimating, 85
categorising, 167
controlling, 389
corporation tax, 

431, 445–446
deductible, 598
definition of, 160
evidence for deductions

for, 594
fixed, 348–351, 356

non-deductible, 598–600
personal, and financing

business, 91
prepaid, 203, 288–289, 329
in profit equation, 281
as profit-making activity,

292
purchasing power of

pound loss caused by
inflation, 447

revenue-driven, 349
self-employment, tax

credits for, 563–564
share options, 446
supplies as, 259
unpaid, and profit,

286–288
variable, 348–351, 355
warranty and guarantee,

430–431
Experian Web site, 86
expertise

financing options and, 94
outsourcing and, 116, 117

external profit and loss
account, redesigning,
346–347

• F •
face-to-face interview, 56, 59
factoring, 98–99
Factors and Discounters

Association, 99
failure rates of small firms,

18, 22–24, 69
FAME database, 302–303
family

borrowing from, 100–101
hiring, 568–569

fear and security, and
discovering need, 11

feasibility, testing. See also
market research

with business plan, 68
product or people, finding

enough for, 45–47
profitability, assessing,

62–65
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fees
for bank services, 235
for credit card

transactions, 264
software, 227

fidelity bond, 248
fidelity guarantee, 124
field research, 55–57
FIFO (First In, First Out)

method
Cost of Goods Sold and,

257–258, 259, 433–434
valuing stock and,

254–255
filing system

setting up, 242–243
supplies for, 241–242

filing tax return as self-
employed, 561

final pay packet, 527–529
Final return for VAT, 618
final salary scheme, 547
Finance and Leasing

Association Web 
site, 99

financial appraisal, 14–15
financial budget, 384
financial data section of

business plan, 75
financial effects of profit,

managing, 290–292, 347
financial forecasts

for amount of capital
needed, 83–85

in business plan, 17, 71
DuPont formula, 380–382
estimated balance sheet,

375–376, 378–379
monitoring and updating,

380
overview of, 368–369
pro-forma profit and loss

account, 369–374
projected cash flow, 379
testing assumptions of,

86–88
What-if analysis and, 382

financial reporting fraud,
459–460

financial reports
accuracy of, 159
preparation of, 246

Financial Services
Authority, 407

financial statements. See
also balance sheet;
cash flow statement;
profit and loss
account/statement

audit of, 450–451
conservative expense

methods for, 597
footnotes to, 429, 431–432,

436, 437, 438
public markets and, 461
understanding, 391–393

financial year, 228
financiers. See also

business angel; venture
capitalist

presenting business plan
to, 81–82

satisfying concerns of,
with business plan,
69–71

working with, 97
financing activities

definition of, 322, 325
reporting in cash flow

statement, 338–339
financing options

awards from
competitions, 111–112

borrowing, 95–102, 395
choosing from among,

92–94
government grants,

109–111
lenders and investors,

89–91
Prince’s Trust, 112
shares, selling, 102–109

finished goods, 46
finished-goods stock, 

298
fire safe, 242
firm. See partnership

First In, First Out (FIFO)
method

Cost of Goods Sold and,
257–258, 259, 433–434

valuing stock and,
254–255

first mover advantage,
18–19

first return for VAT, 618
fiscal year, 560
fit of business, checking, 12
fixed assets

buying, and half-year
convention, 444

cash flow statement and,
337

cost of, as irrelevant cost,
411

depreciation of, 285, 287,
330

disposal of, 338
estimated balance sheet

and, 376
salvage value of, 338, 441,

443
start-up capital spent on,

15, 65
fixed assets accounts of

balance sheet, 180–182
fixed costs

cutting, 145–146
definition of, 63, 412
as irrelevant costs, 413
keeping low, 65–66
manufacturing, 419–421
overhead, 415

fixed expenses
break-even point and, 356
management profit and

loss account and,
348–351

Fixed Term (Prevention of
Less Favourable
Treatment) Regulations
2002, 534

Flat Rate scheme, 611–612
flexibility, and financing

options, 93–94
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folders for filing system,
241

Folio column in Cash
Receipts Book, 207

footnotes to financial
statements

corporation tax expense
and, 431

COGS and depreciation
methods and, 431–432

FIFO cost value and, 
436, 437

LIFO liquidation gains
and, 438

sales revenue and, 429
forecasting. See also

financial forecasts
cash flow, 84
closing cash balance, 85
expenses, 85
receipts, 84–85
sales, 63–65

foreign worker, forms for,
483, 486

formatting profit and loss
statement, 294–295

forms. See also specific
forms

source document,
standardising, 165–166

franchise agreement, 39–40
franchises

as business idea, 19
choosing, 40
overview of, 37–38
types of, 38–39

fraud
audit as looking for, 458
fidelity guarantee and, 124
finding in audit, 459–460
preventing, 167–168,

245–246
projections and, 88
types of, 243–244

fraudulent trading, 128

free cash flow, 339–340
Free Online Surveys, 57
Freight Charges account,

187
friends, borrowing from,

100–101
front-loading method, 

442, 597
fuel for company car

benefit, 498, 616–617
funding startup from

personal funds, 63
Furniture and Fixtures

account, 181
future earnings, subtract-

ing loss from self-
employment from, 566

• G •
GAAP (generally accepted

accounting principles)
audit and, 450
cash flow statement, 

322, 332
description of, 427
profit and loss account,

347
share options, 446
violations of, 460–462

gearing ratio, 319–320
gender, and pay, 472–473
General Commissioners of

Income Tax, 602
General journal

columns of, 214, 216
sample page of, 198, 215

general ledger, 161, 165. See
also Nominal Ledger

general partner, role of, 572
general partnership, 403

generally accepted
accounting principles.
See GAAP

geographic segmentation, 51

gift card sales, 272
going concern, 457
going out of business

paying employees when,
477, 537

taxes and, 585–586
goods

for own use, VAT and, 607
in transit, covering, 125

goodwill, 42
Goodwill account, 182
government initiatives to

foster small firms, 
18, 109–111

Governments Web site, 592
graduated pension, 546
grant, government, 109–111
Grant Thornton, 43
gratuities, 474
greed, and discovering

need, 11–12
gross income, 280
gross margin

calculating, 432
cost information and, 410
definition of, 354
profit and loss account

and, 430
gross margin ratio, 355
Gross Profit line of profit

and loss statement,
293, 298–299

gross wages, 589
group personal pension, 551
grouping market segments,

51–52
growth forecasts, 71
guarantee pay, 476–477

• H •
half-year convention, 444
Harris, Peter (entrepreneur),

150
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Her Majesty’s Revenue and
Customs. See HM
Revenue and Customs

hire purchase, buying on,
99–100

hiring help
for bookkeeping, 166–167
family member, 568–569
planning for, 47
rating adviser, 592

HM Revenue and Customs.
See also Value Added
Tax; specific forms

annual reporting to,
505–506

audit by, 242
Employer Helpbook E10,

505
field audit, 169
forms, 589–590
guides from, 489, 496, 509
income splitting and, 579
investigation by, 601–604
IR35, 516, 578
New Employer Guide, 

481, 489, 498, 516
New Employer Hotline,

479, 480
PAYE Reference,

obtaining, 480–481
paying VAT to, 263
payroll forms, 488–489
sending payment to,

502–503
standards for self-

employment, 558–559
Web site, 169, 479, 489

holiday pay
calculating, 518–520
rolling up, 520
types of, 517–518

holiday, paying in lieu of,
519

holiday year, 518
Home Office Web site, 486

home, running business
from, 564, 591, 599

honeymoon stage with
customer, 149

horizontal format for
balance sheet, 315–316

Hotel Chocolat, 150
hourly employee,

calculating payroll for,
489–499

hours worked, and National
Minimum Wage, 468–469

• I •
idle capacity, 420–421
impaired asset, 430
implied partnership, 404
importing raw materials, 96
imprest system, 238
improving performance.

See performance,
improving

improving productivity. See
productivity, improving

incentive pay, 471
income. See also net

income; taxable income
alternative sources of, 280
definition of, 160
desired, 64–65

income splitting, 579
income statement, cash

flow statement and, 322
income tax. See PAYE (Pay

As You Earn) tax
incorporation. See also

limited company;
limited liability
company

benefits of, 574, 575–576
drawbacks of, 574–575
legal definition of, 396

incubator, entering,
107–109

indemnity, 124
independence of auditor,

450
indirect cost, 409, 412,

417–418
indirect method for cash

flow from profit, 336
industrial segmentation, 51
inflow, 293
information flow to

customer, 142–143
information technology

contractor, 578
initial contact with

customer, 142
Inland Revenue. See HM

Revenue and Customs
Inland Revenue Code, 441
Innovators, 52
input tax, 606
insolvency, 128, 537
Institute of Business

Consulting, 133
Institute of Certified

Bookkeepers, 167
Institute of Chartered

Accountants in England
and Wales, 129, 158, 166

Institute of Revenues Rating
and Valuation, 592

insurance
assessing risk and, 122
for assets, 124
employee bonding, 248
fidelity bond, 248
for goods in transit, 125
key man, 125
legal expense, 123–124
liability, 123
loss of profit, covering,

124–125
Insurance account, 188
intangible asset, 181, 312
intellectual property,

protecting, 76, 77
interest, definition of, 161
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interest expense, 374, 431
Interest Income account,

186
Intermediate Capital Group,

102
internal controls

accounting system and,
167–168

audit and, 453
balancing costs of,

246–247
on sales returns, 272

internal profit report. See
management profit and
loss account

internal theft, 243, 245
international accountancy

firms, 451–452
International Accounting

Standards Board, 427
International Association of

Book-keepers, 167
Internet sites. See also Web

sites
advertising value of, 13
buying from, 121–122
market research and, 55
for paying VAT, 609–610

Internet survey, 56–57
interview

face-to-face, 56, 59
final, with employee, 

527, 540
telephone, 56

invested capital, 394, 405
Investigate Web site, 399
investment activities

definition of, 322
reporting in cash flow

statement, 337–338
investment, by owner,

393–394
investment franchise, 39
investment income, 280

investor, 89–91. See also
business angel; venture
capitalist

invoice, in computerised
system

filling out, 220
paying, 219–220

invoice discounting, 98–99
IR35, 516, 578
irrelevant cost, 410–411
IT contractor, 578

• J •
job evaluation, 472
job franchise, 38–39
jobs, changing

occupational pension and,
551

paying employee when,
519–520

journal, bookkeeping
Cash Payments Book,

209–210
Cash Receipts Book,

207–209
in computerised system,

218–221
description of, 161, 205
General, 214–216
Nominal Ledger and, 194
posting pages at end of

month, 216–218
Purchases, 212–213
Sales, 210–212
transaction point of entry,

establishing, 205–206
journal entry, 163

• K •
keeping track of routine,

135–136
keeping two sets of books,

442

Kelly’s Directories, 46, 119
key man insurance, 125
kickback, 244, 599
Killick, James

(entrepreneur), 116
knowledge of market,

importance of, 19
Kompass, 46, 119

• L •
labour cost, 415
Laggards, 52
Laker, Freddie (airline

entrepreneur), 20
Land and Buildings

account, 180
Last In, First Out (LIFO)

method
Cost of Goods Sold and,

258–259, 433, 435–438
valuing stock and, 

254, 255
Lastminute.com, 11
Law Society, 132
lawyer, finding and

choosing, 131–132
Lawyers For Your Business,

132
laying off staff, 476–477, 535
layout of business plan,

73–75
LCM (Lower of Cost or

Market) method, 255
lease, capitalised, 312
Leasehold Improvements

account, 180
leasing assets, 99–100, 617
ledger. See Nominal Ledger
Legal and Accounting

account, 188
legal expense insurance,

123–124
legal issues in accounting,

450
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legal structure
choosing, 25–26, 408
co-operative, 18, 36–37,

407
general partnership,

33–35
limited company, 41–42,

396–402, 574–576
limited liability

partnership, 395,
403–404, 573

limited partnership, 35–36
partnership, 403–406, 572
pros and cons of, 

26–28, 395
sole proprietorship, 29–30,

406–407, 571–572
LEL (Lower Earnings Limit),

491, 522
lender, 89–91. See also

borrowing
Letters of Credit, 96
leverage, 359, 376, 377
liabilities

current, 183–184
deferred tax payable, 445
definition of, 159
estimated balance sheet

and, 376, 378
gift card sales as, 272
long-term, 184
operating, 282, 287–288,

291–292, 331–332
totalling, 91

liabilities section of balance
sheet, 313–314

liability
assessing, 122–123
limited, 41, 396
personal, and financing

options, 94
unlimited, 403

Liability accounts, 201
liability insurance, 123
liability law, 126

library, market research at,
54

Life Academy, 541
LIFO (Last In, First Out)

method
Cost of Goods Sold and,

258–259, 433, 435–438
valuing stock and, 

254, 255
LIFO liquidation gain,

437–438
like work, 472
limited company

benefits of, 575–576
board of directors of, 576
description of, 41–42,

407–408, 574
drawbacks of, 574–575
family member and,

578–579
paying self in, 582–583
pros and cons of, 27–28
raising money and, 26
setting up, 576–577
tax clampdown on, 578
taxes for, 592–593

limited liability, 41, 396
limited liability company

directors of, 127–128
owners of, 395

limited liability partnership
description of, 35–36,

403–404, 573
owners of, 395

limited partner, role of, 572
liquidating fixed assets, 287
Listbroker.com Web site, 60
loan guarantee, 98
loan to employee, 529
location of shops, 152
long-term assets account of

balance sheet, 311–313
Long-Term Capital

Management, 11
long-term liabilities

accounts, 184, 313

long-term liabilities,
estimated balance
sheet and, 378

loss of profit, covering,
124–125

loss-making and self-
employment, 566

Lower Earnings Limit (LEL),
491, 522

Lower of Cost or Market
(LCM) method, 255

lower of cost or market
test, 439–440

loyalty of customer,
rewarding, 144–145

• M •
mailing list, buying or

renting, 60
make-or-buy decision

making, 117–118
manufacturing product,

pros and cons of,
114–115

outsourcing production,
pros and cons of,
115–118

quality standards, setting,
118

management by walking
around, 246

management consultant,
finding and choosing,
132–133

management fraud, 459–460
management profit and loss

account
analysing, 357–358
CEO view of, 424–425
cutting sales price, 360,

362–363
EBIT, 352–353
excessive production

output example, 423
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management profit and loss
account (continued)

improving profit, 361–362,
363

lower profit from lower
sales, 358–359

manufacturing sample,
415–416

model for, 347–348
operating expenses,

variable and fixed,
348–351

violent profit swings, 359
management section of

business plan, 74
manager

goals of, 401–402
share options for, 397–398

managing
financial effects of profit,

290–292, 347
older employees, 542–543
profit performance, 

345, 357–358
stock, 254–258

manufacturing
definition of, 414
excessive production

output and, 421–424
fixed and variable costs

of, 419–421
product cost, measuring,

409–410
of product, pros and cons

of, 114–115
types of costs of, 415

margin of safety,
calculating, 357

market orientation, 70
market position, analysing,

136–138
market price of share, 401
market research

from behind desk, 53
budget for, 53

conducting, 13–14, 47,
57–60

evaluating results of,
60–62

in field, 55–57
Internet, using for, 55
at library, 54
objectives for, 49–50
as ongoing, 50
planning, 48–49
purposes of, 48
sampling, 57–58
test subjects, finding, 60

market segmentation, 50–53
market share, 64
marketing section of

business plan, 74
Marks and Spencer, 152
markup, 355, 410
master budget

description of, 384
example of, 385

matching funds for grant,
111

maternity pay, 488, 523–524
measurability of market

segment, 52
measuring business

success, 21
Member Nominated

Trustees, 549
mezzanine finance, 102
Mezzanine Finance UK, 102
milestones section of

business plan, 75
Mintel reports, 49
Miscellaneous Expenses

account, 188
money for start-up. See

start-up capital
money purchase scheme,

547
money, raising. See raising

money
money-handling, dividing

responsibilities for,
245–246

monitoring. See also
tracking

Accounts Receivable,
273–274

bills, 259–260
cash flow, 240–241, 246
customer credit accounts,

266
expenses, 299
financial forecasts, 380
Gift Card Liability

account, 272
Gross Profit trends,

298–299
month-to-month trends,

307
sales, 260–261
sales discounts, 270–272
supplies, 259

monthly paid employee,
NICs due for, 491, 493

month-to-month trends,
monitoring, 307

Motley Fool Web site, 152
motor car. See car
multilevel marketing. See

network marketing
multi-step format for profit

and loss account,
294–295

multivariant segmentation,
51

MYOB BusinessBasics, 225
mystery shopping, 143–144

• N •
National Advice Service,

608
National Federation of

Enterprise Agencies
Web site, 80

National Insurance
Contributions (NICs)

calculating, 490–491,
492–493, 501

employer, 501–502
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final pay packet and,
528–529

new employee and, 480
overview of, 588
self-employment and,

566–568
state pension and, 

544, 545
statutory maternity pay,

claiming back, 524
statutory payments and,

488
statutory sick pay,

claiming back, 521–522
National Insurance number,

480, 483
National Minimum Wage,

467–470, 487
need, discovering, 11–12
negative cash flow from

profit, 331
net assets, 316
net current assets, 316
net income. See also profit

accounting method and,
431

cash flow from profit and,
330, 331

definition of, 393
return on equity and, 352

net pay, determining, 
497, 589

net profit margin, 382
Net Profit or Loss line of

profit and loss
statement, 294

net realisable value, 
430, 439–440

net sales, calculating, 
271, 295

net worth, estimating, 91
network marketing, 30–32,

150–151
new markets, entering

at home, 151–152
overseas, 152–153

niche market, 12
NICs (National Insurance

Contributions)
calculating, 490–491,

492–493, 501
employer, 501–502
final pay packet and,

528–529
new employee and, 480
overview of, 588
self-employment and,

566–568
state pension and, 

544, 545
statutory maternity pay,

claiming back, 524
statutory payments and,

488
statutory sick pay,

claiming back, 521–522
Nil return for VAT, 618
Nominal Ledger

account numbers, 218
adjusting entries in, 203
Bad Debt account in, 274
computerised

transactions and,
203–205

description of, 161,
193–194

developing entries for,
194–198

double-entry accounting
and, 194

posting entries to,
199–202

posting to, at end of
accounting period, 217

non-cash assets, changes in
during year, and profit,
291–292

non-disclosure agreement,
76, 77

non-domestic properties,
taxes on, 590

Notice 700: The VAT Guide,
606, 608

Notice 700/11: Cancelling
your registration, 618

Notice 700/45: How to
correct Vat errors and
make adjustments or
claims, 619

Notice 700/64: Motoring
expenses, 616

Notice 930: What if I don’t
pay?, 619

notice period, letting
employee go before
end of, 536

numbering system for
coding charges, 190

• O •
occupational pension

early retirement and, 542
overview of, 546–551

offering credit, 265–266
Office Expenses account,

188
Office of the Pensions

Advisory Service, 547
off-license example, 364
off-the-shelf company, 577
one-off costs, 63
online auction, selling via,

559
online buying, 121–122
Opening Stock, 251
operating activities, 

321, 325
operating budget, 384
operating cost, non-

manufacturing,
compared to product
cost, 417

operating expenses
definition of, 352
variable and fixed,

348–351
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Operating Expenses line of
profit and loss
statement, 294

operating leverage, 359
operating liabilities

cash flow from profit and,
331–332

changes in during year,
and profit, 291–292

definition of, 282
types of, 287–288

operating profit/earnings,
352

operations section of
business plan, 74

opportunities, analysing,
137

ordinary and necessary
expense, 598

ordinary share, 398–400
Ordinary Share Capital

account, 185
Other Income account, 186
Other Sales Costs account,

187
outflow, 293
output tax, 606
output worker, 519
outsourcing

pros and cons of, 116–117
overview of, 115–116
payroll and benefits work,

490, 503
overdraft, 93, 94, 96–97
overhead costs, 415
overlap, lessening effects

of, 561–562
overseas, selling, 152–153
overstating profit, 460, 596,

597
overtime, paying, 473
owner, 393–394
owners’ equity, 378–379,

394
ownership, sharing, 92–93

ownership structure
choosing, 25–26, 408
companies, 41–42,

396–402, 574–576
co-operatives, 18, 36–37,

407
overview of, 26–28, 395
partnerships and limited

partnerships, 33–36,
403–406, 572–573

sole proprietorships,
29–30, 406–407, 571–572

• P •
P6 form, 489, 590
P9D form, 509, 510
P11 Calculator, 490
P11 form (Deductions

Working Sheet), 489,
492–493, 495, 589

P11D form, 509, 510
P11D(b) form, 509
P14 form, 505–509
P32 form (Employers

Payment Record), 
489, 503

P35 form, 511–516, 590
P38 and P38A forms,

510–511, 515
P38S form, 511
P45 form, 481–483, 489, 

529, 589
P46 form, 483, 484–485, 

489, 589
P60 form, 509, 589
Pacioli, Luca (Father of

Accounting), 175
packaging for business

plan, 73
page impression, 13
parental leave, 525–526
parental pay, 488, 523–525
participating preference

share, 399

partnership. See also
limited liability
partnership

company compared to,
403

description of, 572
drawbacks of, 405
general, 33–35
limited, 35–36
number of, 26
owners of, 395
pros and cons of, 27
rules applying to, 404
with spouse, 569
tax forms for, 572–573

part-time employee, 526
patent, as intangible asset,

312
patentability, marketability

compared to, 71
Patents account, 181
paternity pay, 488, 525
patronage dividend, 407
Pay As You Earn tax. See

PAYE (Pay As You 
Earn) tax

pay period, 486–487
pay reference period, 469
payback period, 376
PAYE (Pay As You Earn) tax

calculating, 494–497, 501
description of, 588
final pay packet and,

528–529
overview of, 491
reporting PAYE-free

earnings, 510–511
tax codes, 494

PAYE Tables, 589
paying

bonuses, 473–474
in cash or euros, 476
commission, 474, 499–502
competitive wages,

471–472
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into employee bank
accounts, 475–476

employees when going
out of business, 
477, 537

expense claims, 474–475
family member to reduce

taxes, 578–579
in lieu of notice, 536
overtime, 473
self, 579–583
on time, 475
VAT, 263, 609–610, 619

payment from customer,
recording, 268, 269

payoff, 244
pay-out ratio, 340
payroll. See also wages;

year-end reports
administration of, 488–489
benefits, taxing, 497–498
collecting employee taxes,

490–497
commission payments,

499–502
description of, 162
employer payroll taxes,

588–590
final pay packet, 527–529
HMRC, sending payment

to, 502–503
holiday pay, 517–520
for hourly employees,

498–499
net pay, determining, 497
outsourcing, 490, 503
parental pay, 523–526
part-time employees, 526
redundancy payment,

529–535
for salaried employees,

499
sick pay, 520–522

payroll journal entry,
501–502

Payroll Taxes account, 188

P/E ratio, 35
penalties

for late or inaccurate VAT
payment, 609

for not paying minimum
wage, 470

as result of tax
investigation, 603–604

pension
company scheme, setting

up, 584
limits on contributions to,

584–585
occupational, 546–551
receiving while working,

552–553
to reduce taxes owed,

583–584
spouse, unmarried

partner, same-sex
partner, and, 553

stakeholder, 551–552
state, 544–546
types of, 543–544

pension provider, 548
Pension Service Web site,

544
Pensions Act 2004, 549
Pensions Regulator, 547
per unit amounts, 348
performance, improving

customers, retaining,
138–145

internal systems,
checking, 135–138

productivity issues,
145–148

sales, increasing, 148–154
period cost, 414
Period of Incapacity for

Work, 521
periodic stock count, 250
perpetual stock count, 250
personal interview, 56, 59
personal service company,

578

personnel. See staff
petty cash account,

controls on, 238
piece worker, 519
planning, and business

performance, 68
Plant and Equipment

account, 181
PLC (Public Limited

Company), 42, 408
Postage account, 189
postal survey, 56
posting

entries to Nominal Ledger,
199–202

journal pages at end of
month, 216–218

as step in accounting
cycle, 163

preference share, 398–399
preferred creditor, 537
Premier Business Audio,

150
premises, finding right, 46
pre-opening check-up

assessing abilities, 10–11
discovering need, 11–12
fit of business, 12
overview of, 10

prepaid expenses
adjusting entry and, 203
cash flow from profit and,

329
profit and, 288–289

Prepayments account, 183
presenting business plan,

81–82
price. See also product

cost; sales price
exercise, 397
market research and, 50
negotiating with

suppliers, 119–120
profitability and, 146–147
strike, 397
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PricewaterhouseCoopers
audit report examples,
455–456

primary research, 55–57
Prince’s Trust, 112
printing cheques, 235–236
problem solving and

customer service, 143
product. See also stock

adding to increase sales,
153

benefits of, 16, 17
buying and tracking,

249–250
customer acceptance of,

70–71
demonstrating, 17
exclusive rights to, 71
make-or-buy decision,

114–118
supplier, choosing,

118–122
warranting, 125–126

product cost. See also price
actual cost/actual output

method of determining,
421

allocating, 417–418
burden rate and, 419–420
calculating, 418–419
definition of, 414
determining, 415–417
measuring, 409–410
stock asset account and,

433
product liability, 126
product section of business

plan, 74
production capacity,

419–421
productivity, improving

cutting costs, 145–146
profit margin, increasing,

146–147

rewarding results,
147–148, 149

working smarter, 147
zero-based budgeting, 146

professional indemnity, 126
profit. See also cash flow

from profit; profit
performance

accounting methods for
recording, 596

balance sheet equation
and, 282–284

break-even point, 355–356
contribution margin,

353–355
cost of product or service

and, 249
definition of, 279
depreciation expense and,

285–286
distributing, 580–583
equation for, 279–281
excessive production

output and, 421–424
financial effects of making,

281–282
getting from top line to

bottom line, 392–393
LIFO method and

manipulation of,
437–438

managing financial effects
of, 290–292, 347

as net inflow, 293
overstating, 460, 596, 

597
prepaid expenses and,

288–289
Sales account and, 202
sales on credit and,

284–285
stock and Cost of Goods

Sold expense and,
289–290

testing, 304–305
unpaid expenses and,

286–288
profit and loss

account/statement. See
also pro-forma profit
and loss account

accounting methods and,
428–432

accounts of, 178, 185–186
basing business decisions

on, 302–303, 306–307
Cost of Goods Sold

accounts, 186–187, 298
Cost of Goods Sold,

calculating, 296
description of, 160, 178,

292–293
discontinuities, reporting,

300–301
expense accounts,

187–189, 281
Expenses section of, 299
external compared to

internal use of, 306–307
external, redesigning,

346–347
formatting, 294–295
Gross Profit line of,

298–299
income accounts, 186
key lines of, 293–294
layers of, 293, 300–301
Net Sales, calculating, 295
percentage breakdown of,

302, 303
preparing, 295–298
pro-forma, 369–374
sample of, 297

profit margin, increasing,
146–147

Profit (or Loss) on Disposal
of Fixed Assets
account, 189
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profit performance. See
also What-if analysis

EBIT, 352–353
management profit and

loss account, model for,
347–348

managing, 345, 357–358
margin of safety,

calculating, 357
operating expenses,

variable and fixed,
348–351

redesigning external profit
and loss account,
346–347

profit ratio, 393
pro-forma profit and loss

account
anticipated costs, 372–374
overview of, 369–370
projected revenue,

370–372
projecting. See forecasting
property, plant, and

equipment account,
443

property taxes, 590–592
proprietary position,

owning, 71
protecting intellectual

property, 76, 77
PSE1 Thinking of working

for yourself? leaflet, 560
psychographic

segmentation, 51
public holidays, 518
Public Limited Company

(PLC), 42, 407–408
public markets, and

financial statements,
461

publicly-owned company,
396

Purchase Discount account,
187

Purchase Returns account,
187

Purchases account
calculating Cost of Goods

Sold and, 251
description of, 187, 250
entering initial cost in,

251–252
Purchases journal

description of, 212–213
sample page of, 198

purchasing power of pound
loss caused by
inflation, 447

pyramid selling scheme, 32

• Q •
qualified opinion from

audit, 455
qualified scheme actuary,

548
qualified scheme auditor,

548
qualifying day, 521
quality standards, setting,

118
questions

about entry in Nominal
Ledger, 199

for market research, 58–59
quick ratio, 318–319
QuickBooks, 224–225
QuickBooks Simple Start,

225

• R •
raising money. See also

borrowing; share,
selling; start-up capital

business plan and, 69, 72
estimating start-up costs,

62–63
legal structure and, 26

options for, 15, 89–91
personal investment, 91
putting in more than one

can afford to lose, 20
rating adviser, 592
ratio tests, 317–320
raw materials, 96, 298, 415
readership of business

plan, defining, 72–73
receipts

projecting, 84–85
of stock, entering in

Purchases account,
251–252

reclaiming VAT, 613
reconciling corporation tax

expense, 445–446
record keeping. See also

bookkeeping
audit trail and, 169
length of time for, 242–243
payment of minimum

wage, 469–470
for self-employed, 562

recording
bank deposits, 270
cash transactions, 263–264
cheques, 237
credit sales, 266–269
profit, 596
sales, 260–261
sales returns and

allowances, 272–273
sales revenue, timing of,

429
stock, 298
transactions, errors in,

459
reduced VAT rate, 608
redundancy payment

calculating, 530–534
entitlement to, 529–530
offences related to, 535
taxing, 534
when going out of

business, 537
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Redundancy Payments
Office, 477

Redundancy Payments
Scheme, 535

referral marketing, 30–32,
150–151

registering
as self-employed, 559, 560
for VAT, 562, 608–609

reinstatement, 124
relationship with supplier,

building, 120–121
relevant cost, 410, 412–413
relief from property taxes,

591
Rent account, 189
reordering stock, 253
repairs and maintenance

expenses, 431
repeat business, 141
replacement cost, 434, 439
reports. See also

management profit and
loss account; year-end
reports

annual, 160, 505–509
audit, 454–457
financial, 159, 246

Research and Development
account, 182

researching market, 13–14.
See also market
research

resignation of employee,
527

resources. See also Web
sites

business competitions,
112

buying existing business,
43

For Dummies titles, 1
Notice 700: The VAT

Guide, 606, 608
results, rewarding, 

147–148, 149

retail scheme, VAT and,
612–613

retailer, definition of,
414–415

retained earnings
decisions about, 395
owners’ equity and, 394

Retained Earnings account
balance sheet and, 314
as Capital account, 

160, 185
credit balance in, 202
description of, 283
as source-of-assets

account, 282
retention of customers

complaints, monitoring,
140–141, 142

customer service
standards, setting,
141–143

importance of, 139
loyalty, rewarding,

144–145
measurement of, 138–139
mystery shopping,

143–144
rules for, 140

retirement
easing employee into,

540–541, 542
of employee, 536–537
offering early, 541–542

retirement age
setting, 540
state pension age, 539

return on assets
DuPont formula and, 381
estimated balance sheet

and, 376
return on assets ratio,

304–305
return on equity

definition of, 393
DuPont formula and,

380–382

example of, 377
net income and, 352

Return on Sales ratio, 304
Return on Shareholders’

Capital ratio, 305
returns, profit and loss

statement and, 306
Revenue accounts, 185–186
revenue expenditure, 598
revenue, projecting, 370–372
revenue-driven expenses,

349
Richer, Julian

(entrepreneur), 142
ring binder, 241
risk

financing business and,
90–91

minimising, 122–123
in partnership, 572
of selling on credit, 266

risk assessment section of
business plan, 75

Rogers, Everett M, Diffusion
of Innovations, 52

rolling up holiday pay, 520
routine, keeping track of,

135–136
Royal Bank of Canada Web

site, 80
Royal Bank of Scotland Web

site, 80
Royal Institution of

Chartered Surveyors,
592

• S •
sacking employee, 528
Sage

business angel and, 104
Instant Accounts, 226
Pro Inventory Control

module, 440
software of, 226, 227
Start-Up, 226

Small Business Finance All-in-One For Dummies642

42_997864 bindex.qxp  4/14/08  6:39 PM  Page 642



Sage 50 Accounts software
Bank Record screen, 230
cash transactions in, 263
Chart of Accounts

example, 228
cheques, 236
Company Set-up screen,

229
cost of, 224
credit sales in, 267–269
description of, 203
example of, 190–191
journal entries in, 218–221
LIFO method and, 256
paying bills early with, 260
payment from customers

in, 268, 269
sales receipt example, 264
tracking physical stock on

hand, 252–254
VAT returns, 614
versions of, 226–227

salaried employee,
calculating payroll for,
499

Salaries and Wages
account, 189

salary, paying self, 580–581
Sale of Goods Act, 125, 126
sales. See also sales,

increasing; sales
revenue; sales volume

collecting, 261–264
on credit, 264–269, 284–285
recording and monitoring,

260–261
Sales account

credits, debits, and,
201–202

sample page of, 202
sales, administrative, and

general (SA&G)
expenses

profit and loss account
and, 350, 428–431

pro-forma profit and loss
account and, 373–374

sales allowances,
recording, 272–273

sales cycles, 371
sales discount, monitoring,

270–272
Sales Discounts account,

186
sales forecast, 370–372
sales, increasing

adding products or
services, 153

Ansoff’s Growth Matrix,
148–149

business development,
149–150

by diversification, 154
entering new markets,

151–153
referrals, encouraging,

150–151
Sales journal

columns of, 211
computerised, sample of,

221
credit and, 210–211
sample page of, 196, 212

Sales of Goods or Services
account, 186

Sales or Revenue line of
profit and loss
statement, 293

sales price
cutting, 360
setting, 410

sales projections
accuracy of, 16
prior to start-up, 63–65
testing assumptions of,

87–88
sales receipt

cashier theft and, 239–240
example showing

discount, 271
value and use of, 261–263

Sales Receipts form, 270
sales return, recording,

272–273

Sales Returns account, 186
sales revenue

average contribution
margin as percent of,
364

definition of, 280
expense driven by, 350
profit and loss account

and, 429
sales skimming, 244, 365
sales tax, 592. See also

Value Added Tax
sales volume

break-even, 355–356
cutting prices to increase,

362–363
expense driven by, 350

salvage value, 338, 441, 443
same-sex partner and state

pension, 553
sampling

audit and, 457
market research and,

57–58
savings accounts, controls

on, 237–238
scalability, 116
Schedule D, 563
screen break, 542
search engines, 55
second-hand dealer, VAT

rules for, 616
secured creditor, 477, 537
security, and financing

options, 94
self-employment

capital allowances for big
items, 564–565

description of, 557–558
ending, 570
expenses, tax credits for,

563–564
filing tax returns, 561
HMRC standards for,

558–559
loss-making and, 566
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self-employment (continued)
money spent before start-

up and, 565
National insurance and,

566–568
overlap, lessening effects

of, 561–562
paying self when, 582
record keeping for, 562
registration for, 559, 560
Schedule D, 563

selling. See also share,
selling

on approval, 429
on credit, 210–211,

264–266, 284–285
via online auction, 559

SERPS (State Earnings
Related Pension
Scheme), 546

service. See product
share. See also share,

selling
class of, 398–400
documentation of, 396
market price of, 401
ownership and, 397
value of, 315, 397–398, 400

share capital, 394
share option, 397, 446
share, selling

to business angels,
104–106

corporate venturing,
106–107

at discount, 402
incubators, 107–109
overview of, 102–103
to shut company, 585–586
venture capital, 103–104

shareholder
board of directors and,

400
definition of, 396
goals of, 401–402

Shares account, 314
shoplifting, 240
short-time work, 535
sick pay

contractual, 522
paying while sick on

holiday, 519
statutory, 488, 520–522

signing
cheques, 236
lending agreements, 395

SimplySwitch, 104
single-step format for profit

and loss account, 294
size

of market, determining, 49
of sample, and accuracy,

58
skimming, 244, 365
slow payment, 88
The Small Business

Research portal, 55
small firms, importance of,

18
small limited company,

exemption levels 
for, 297

Small Self Administered
Pension Scheme, 585

smart circle, 147
Smart Lists Web site, 60
Snoop4 Companies Web

site, 86
Society of Motor

Manufacturers and
Traders Ltd Web site,
616

soft loan, 110
software. See also Sage 50

Accounts software
accounting packages,

224–227
add-ons and fees for, 227
business planning, 78, 80

sole proprietorship/sole
tradership

description of, 29–30,
406–407, 571–572

number of, 25
owner of, 395
pros and cons of, 26–27
self-employment and,

557–558
Solicitec software, 70
solicitor, finding and

choosing, 131–132
source document forms,

standardising, 165–166
Sources of Unofficial UK

Statistics (Gower), 54
Specific Identification

method of valuing
stock, 255

spouse
partnership with, 569
paying salary or dividend

to, 579
state pension and, 553

staff. See also wages
bonding of, 248
for bookkeeping, 166–167
dividing responsibilities

of, to prevent fraud,
245–246

easing into retirement,
540–541, 542

exit interview with, 
527, 540

family member as,
568–569

final pay packet, 527–529
going out of business and,

477, 537
insurance for suit by,

123–124
laying off, 476–477, 535
letting go before end of

notice period, 536
liability insurance for, 123
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older, managing, 542–543
part-time, 526
retirement of, 536–537

stakeholder pension,
551–552

stakeholder, potential, 16
standard costs, 414
standard VAT rate, 608
standardising source

document forms and
procedures, 165–166

standards. See also GAAP
for accounting, 427
BS EN ISO 900, 118
for customer service,

141–143
for self-employment,

558–559
starting business

assessing abilities, 10–11
avoiding mistakes, 19–20
bad reasons for, 17–20
checking fit, 12
discovering need, 11–12
financial appraisal, 14–15
getting in shape for, 9–10
new, compared to buying

existing, 28–29
raising money, 15
researching market, 13–14
state of economy when,

20–21
writing business plan,

16–17
start-up capital. See also

borrowing; raising
money; share, selling

acquiring, 15
assessing amount needed,

62–63, 83–88
options for financing,

89–91
personal investment, 91
spent on fixed assets, 

15, 65

Start-up Costs account, 181
Startups.co.uk Web site, 99
State Earnings Related

Pension Scheme
(SERPS), 546

state pension, 544–546,
552–553

state pension age, 539, 545
state second pension, 546
statement of cash flows.

See cash flow
statement

statement of operating
results/earnings. 
See profit and loss
account/statement

statutory payment
adoption, 488, 525
maternity, 488, 523–524
paternity, 488, 525
redundancy, 529–535, 537
sick pay, 520–522

stock. See also stock cost
carrying, 86
definition of, 161, 289
managing, and value of,

254–258
net realisable value test,

439–440
recording, 298
reordering, 253
shrinkage of, and internal

theft, 243
tracking, 250–254

Stock account, 183, 250
stock asset account

cash flow from profit and,
328–329

product cost and, 433
profit, determining, and,

289–290
stock certificate, 396
stock cost

average cost method and,
439

determining, 433

FIFO method and, 434
LIFO method and, 435–438

Stock journal, 252
Stock Shortages, 251
stock write-down, 430
stopping business

paying employees when,
477, 537

taxes and, 585–586
storage media, 242
storing records, 243
straight-line depreciation

method, 442, 443
strategic analysis, and

business plan, 67
strengths, analysing,

136–137
strike price, 397
subsegments of market,

52–53
success, recognising and

measuring, 21–24
sunk cost, 413
supplier

building relationship with,
120–121

choosing, 118–119
online, buying from,

121–122
trading terms, evaluating,

119–120
Supplies account, 189
supplies, buying and

monitoring, 258
supply chain, assessing,

45–47
survival rates of

businesses, 22–24
SWOT analysis, 136–138
systems, checking

keeping track of routine,
135–136

market position, analysing,
136–138
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• T •
table of contents of

business plan, 74
take-home pay, 589
tangible asset, 312
taper relief, 585–586, 595
target customer, defining,

49
tax avoidance, 587
Tax Café Web site, 604
tax credits, 476
tax investigation

anticipating worst, 603
cost of, 604
negotiating around

penalties, 603–604
reasons for, 601–602
recognising signs of, 602

tax year, 560–561
taxable income

determining, 593–595
FIFO compared to LIFO

and, 436
minimising, 596–597
taxes on, 354

Taxable Pay Tables,
Calculator Method
(booklet), 496

taxes. See also PAYE (Pay
As You Earn) tax; Value
Added Tax

on benefits, 497–498
corporation tax rates, 595
deductible expenses, 598
employee, collecting,

490–497
employer payroll, 588–590
for limited companies,

592–593
non-deductible, 598–600
non-income, 587–588
overlap, lessening effects

of, 561–562
for partnerships, 572–573

on property, 590–592
reducing by paying into

pension plan, 583–584
on redundancy payment,

534
Schedule D, 563
upon death, minimising,

577
use of family in business

to reduce, 578–579
TC711-03 (Tax Credit

funding application)
form, 489

Telephone account, 189
telephone interview, 56
term loan, 97–98
Tesco plc

annual report, 441–442
audit report, 455

test subject, finding, 60
testing. See also feasibility,

testing
balance sheet, 317–320
financial assumptions,

86–88
ideas, with business plan,

68
profitability, 304–305

theft
from cash register,

239–240
insurance against, 124
internal, 243, 245
preventing, 167–168
projections and, 88

Thirwell, Angus
(entrepreneur), 150

Thomas’s Register, 119
threats, analysing, 137
time sheet, 487
timescale, and financing

options, 93
timing of recording sales

revenue, 429
tips, 474

title page of business plan,
73

top-down budgeting
approach, 387

tour operator, VAT rules for,
616

tracking. See also
monitoring

stock, 250–254
supplies, 259
transaction, 199

trade reference, 265
trademark, as intangible

asset, 312
trading, definition of, 559
trading terms, evaluating,

119–120
trading whilst insolvent,

128
transaction

computerised, journal,
218–221

computerised, Nominal
Ledger, 203–205

errors recording, 459
in General journal,

214–215
keeping records of,

242–243
point of entry,

establishing, 205–206
for purchases bought on

credit, 212
with related parties, 600
for sales made on credit,

211
as step in accounting

cycle, 163
tracking, 199

Travel and Entertainment
account, 189

trial balance
description of, 162
preparing, 163
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trustee of occupational
pension scheme,
549–550

two-layer profit and loss
account, 300–301

• U •
UEL (Upper Earnings

Limit), 491
UK Business Incubation, 109
UK Trade and Investment,

152–153
under-capitalisation and

failure, 69
understating profit, 596–597
unfair dismissal award, 123
uniform business rate, 590
unit sales volume, 348
United Kingdom Science

Park Association, 109
University of Missouri, 66
University of the Third Age,

541
unlimited liability, 403
unmarried partner and

state pension, 553
unpaid expenses, and

profit, 286–288
unpaid leave, 526
unusual events, looking out

for, 170
updating financial

forecasts, 380
Upper Earnings Limit

(UEL), 491
Utilities account, 189

• V •
Valuation Office Agency,

590
Value Added Tax (VAT)

amount of, 607–608
bad debt and, 275

completing return for,
614–617

consumers and, 592
correcting mistake on

previous return,
618–619

deadlines for, 611–613
deregistering for, 620
description of, 605
filing under special

circumstances, 618
paying to HMRC, 263,

609–610, 619
problem areas, 616–617
reclaiming, 613
registering for, 562,

608–609
repayments of, 619
taxable transactions, 606
what to charge, 606–607

Value Added Tax (VAT)
account, 183–184

valuing
assets, 410
share, 315, 397–398, 400
stock, 254–258, 259

variable costs
cutting, 145
definition of, 63, 412
manufacturing, 419–421
overhead, 415

variable expenses
management profit and

loss account and,
348–351

in margin equation, 355
VAT. See Value Added Tax
VAT 652: Voluntary

disclosure of errors on
VAT returns form, 619

Vehicle Registration
Certificate, 616

Vehicles account, 180–181,
189

venture capital, 103–104

venture capitalist
description of, 89, 103
exit route for, 75
timescale of, 93

vertical format for balance
sheet, 316–317

Vestry accountancy pads,
195

VFinance company, 104
viability of idea, checking

financial appraisal, 14–15
overview of, 12
researching market, 13–14

• W •
wages. See also year-end

reports
annual leave and, 517–518
Equal Pay Act 1970,

472–473
frequency of paying, 475
keeping records of

payment of, 469–470
National Minimum Wage,

467–469, 487
net pay, calculating, 497
pay period for, 486–487
paying competitive,

471–472
paying in cash or euros,

475
paying into bank

accounts, 475–476
paying on time, 475
penalties for not paying

minimum, 470
scales for, 487
statutory payment, 488

waiting day, 488, 521
warranting goods and

services, 125–126
warranty and guarantee

expenses, 430–431
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weaknesses, analysing,
136–137

Web sites
Accountancy Age, 452
accountant credentials,

166–167
accounting bodies, 129
Advisory, Conciliation,

and Arbitration
Service, 537, 543

Association of British
Credit Unions, 100

Association of British
Insurers, 604

Audit Bureau of
Circulations, 13

Bank of England, 83
banking liaison group, 96
banks, inducements from,

95
bartering online, 122
benchmarking, 471
BERR, 535
British Franchise

Association, 38, 40
British Standards

Institute, 118
business angels, 105
business competitions,

112
Business Link, 152, 541
business link, 303
business planning

software, 80
bytstart.co.uk portal, 600
calculating sample size, 58
calculator, leasing, 100
Cashflow Acceleration, 98
Chartered Institute of

Purchasing and Supply,
121

Christie & Co, 43
Companies House, 42, 54,

128

credit reference agencies,
88

Daltons, 43
Department for Business,

Enterprise, and
Regulatory Reform, 534

Department for Social
Development, 544

Direct Selling Association,
32

Equality and Human
Rights Commission, 472

Equality Commission for
Northern Ireland, 472

equipment suppliers, 46
Factors and Discounters

Association, 99
FAME database, 302
Finance and Leasing

Association, 99
Financial Services

Authority, 407
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• Z •
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