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Interlinking Role

Board of
Directors \
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Book-Keeping...or Accounting ?

* Book-keeping focuses on recording and organizing

financial data. -
=

* Accounting is the interpretation and presentation of .
that data to business owners and investors.

* Book-keeping typically consists of:
* invoicing

* receipts and bills

* recording business transactions

* payroll
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Book-Keeping...or Accounting ?

e Accounting typically consists of:
* financial statements and reports
* budgets
 tax returns

* analyzing business performance

The tasks that book-keepers and accountants do vary between
businesses.

Book-keepers working for smaller businesses might do some basic
accounting duties.

There’s often overlap, and the duties may change a lot from one
business to another.
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Business Organisations

 Self-Employed — Sole Trader

* Self-Employed — With employees
e Partnership

* Limited Liability Company

* Public Company

* Government & Parastatal

* Group Structure

* VOs and Associations

* Trusts




Award in Office Management and
Administration Fundamentals

Financial obligations

* Maintain proper books of account

» Keep proper and full records

* Register with the Competent Authorities
* Malta Business Registry

e Commissioner for Tax & Customs — Income
Tax / VAT / PE

 Jobsplus

* |dentita’

* MFSA

* MBR

* Banks

Insurance Companies
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Daily Process

The transactions recorded in an entity must be initiated by:

* Documents
* Records

* Third party interaction
* Manual vs electronic
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Process flow

* Placing Orders

e Obtaining Approvals

* Receiving Goods

* Verification

* Entry into Day Books

* Payment Authorization

* Processing Payments
e Account Reconciliation



Award in Office Management and
Administration Fundamentals

Daily Books

Revenue Cycle
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* Revenue Cycle
e Cash Transactions
 Sales Billing

* Fiscal Receipts / Cash Register Slips ’
/ Z Reports

* Accounts Receivable (Debtors)
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Samples of Sales Invoices
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Daily Books

° Procurement Process Ehfine.r.gNe:-dldemiricmmn
* Purchase Order Management :
* Invoice Processing
e Cash Disbursements

* Accounts Payable (or
Creditors) Management

Suppliers List Creation

5 I.IIFIIFI lier Selection

Pu r-'.:hns.i.- Order Creation
Receive the Goods and Services

Make a Payment
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Daily Books

* Banking Process
e Collection of Receipts
* Execution of Payments
e Review of Bank Statements
* Account Reconciliations

* Payroll Management
* Tracking Time

* Payroll Processing

e Salary Settlement

* Record Keeping
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Bank Statements




Award in Office Management and
Administration Fundamentals

Accounting Environment

e Accounting is often referred to as the language of
business.

* It allows organizations to calculate the profits or
losses incurred during a specific period, such as a
financial year.

* Accounting offers statistical standards that serve as
a basis for evaluating an organization’s overall
performance.

* |t delivers a universal understanding of an
organization’s financial health.
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History

* Double-entry bookkeeping was developed in the
mercantile period of Europe

* To help rationalize commercial transactions and
make trade more efficient

* It also helped merchants and bankers understand
their costs and profits

* Some thinkers have argued that double-entry
accounting was a key calculative technology
responsible for the birth of capitalism
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.}:
/{/f * The father of modern accounting is

Italian Luca Pacioli, who in 1494 first
described the system of double-entry
bookkeeping used by Venetian
merchants in his Summa de
Arithmetica, Geometria, Proportioni
et Proportionalita.
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Accounting Principles

e All users will see the same financial statements

* Principles — to provide consistent usable financial statements

*Relevance
*Reliability
Comparability
*Understandability
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Accounting Concepts

* Concepts represent the rules that are applied in recording
transactions and preparing the Financial Statements

* Business Entity Concept * Materiality Concept
* Money Measurement Concept * Accruals Concept

* Historic Cost Concept * Prudence Concept

* Realisation Concept * Going Concern

* Dual Aspect Concept Concept

Consistency Concept * Substance over Form




Double Entry

Double Entry

[da-bal ‘en-tré]

A fundamental concept
underlying present-day
bookkeeping and
accounting which states
that every financial

transaction has equal and
opposite effects in at least
two different accounts.

2 Investopedia
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The Basics of Double Entry

* In the double-entry system, transactions are recorded in terms of
debits and credits.

* Since a debit in one account offsets a credit in another, the sum of all
debits must equal the sum of all credits.

* The double-entry system of book-keeping standardizes the
accounting process and improves the accuracy of prepared financial
statements, allowing for improved detection of errors.

* The list of all debits and all credits, as per each individual account i
the Nominal Ledger is called a TRIAL BALANCE.
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Examples of Double Entry Transactions

Purchase of machine by cash
Machine Account Increase in Asset

Cash Account Decrease in Asset

Payment of utility bills

Utility Expense Increase in Expense

Cash Account Decrease in Asset
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Cash vs. Accrual Accounting

Feature

Cash Accounting Accrual Accounting

Timing of Revenue When cash is received When it is earned

Timing of Expenses When cash is paid When it is incurred

Financial Picture Shows only cash Provides a true,
in/out; can mask trends  complete financial
picture

Complexity Simpler More complex

Suitability Small businesses with Medium to large
cash transactions businesses, oftena
requirement for audits




Trial Balance

* In the Trial Balance,
all Nominal Accounts
are listed according to
their Account number

* The values are listed
under the Debit or
Credit column

* The sum total of each
column must be
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Trial balance for G 's Cateri
o the 319 nf.ﬂlu;:!ﬂil] =
DEEIT CREDIT
£ %
Baking eguipment 12 000
Debtaors 0
Bank 14 BOO
Capital
Dirawings
Loamn
Creditors
Services rendered
Salaries
Telephone expense
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Management Accounts

* Management accounting is the practice of:
* |dentifying

Measuring osg
Analyzing P\,
Interpreti ?“

financial information

to man@s for the pursuit of an organization's
goals.

 Allows business to forecast and project future
trends.
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Financial Accounting

* Financial accounting involves:
* Recording
* Summarizing
» Reporting the stream of transactions and economic activity

resulting from business operations over a period of time to
the public or regulators.

* The financial statements produced through financial
accounting are designed to disclose the business
performance and financial health.
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Accounting

* Managerial accounting differs from financial
accounting because the intended purpose of
managerial accounting is to assist users internal to
the company in making well-informed business
decisions.

* If managerial accounting is created for a company's
management; financial accounting is created for its
investors, creditors, and industry regulators.
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Statutory financial statements

* Income Statement
 Statement of Financial Position
e Cashflow Statement

e Audited Financial Statements

* Tax Returns
* VAT Returns
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Income statement ... or profit & loss a/c ?

* Provides information on the results of the business activity for the
particular period

: Turnover; Sales of Goods; Provision of Services; Other
Income

: Opening/Closing Stock; Purchases; Manufacturing Costs

: Marketing; Administration; Financial

before TAX
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Balance sheet... or statement of
financial position !

* Provides a SNAP SHOT of the status and position of the Business
Organisation at a PARTICULAR moment in time, e.g. 31 December

2024

* 3 main sections:
* ASSETS
* LIABILITIES
 EQUITY / RETAINED EARNINGS
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WHAT ARE ASSETS ?

What the business possesses

* Fixed Assets
* Tangible / Intangible

* Current Assets
 Stock
 Receivables (or Debtors)
e (Cashin Hand

Bank holdings
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...and liabilities ?

« What the business owes S s
 LONG-TERM LIABILITIES v '

* Bank Loans (due over 1year)
* Payables (or Creditors) ! P

* CURRENT LIABILITIES ¥y

e Accruals _
e Bank Overdrafts [*
e Statutory Dues (Tax/VAT/FSS)
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Assets minus liabilities = equity

Value of what the business possesses
LESS

Value of what the business owes to others
RESULTS IN

Net Value of Business

EQUITY (SHARE CAPITAL)
Retained Earnings (past profits)
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Samples of Financial Statements

THE CONVEMNIENCE SHOP (HOLOING) PLC
Arnual Report and Consolidated Financial Statements - 31 December 2023
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Samples of Financial Statements

THE CONVENIENCE SHOP (HOLDING) PLC
Annual Report and Consolidated Financial Staternents - 31 December 2023

STATEMENTS OF FINANCIAL POSITION
A5 a1 311 Deceamber

Group Company
2043 207 o] 2072
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Samples of Financial Statements
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HSBC Bank Malta p.l.c. As published this year
Annual Report and Accounts 2024 Total of 225 pages
REBGH oF Bie Difacions | Contains addresses

from Chairman, and
CEO

Various Reports —

Directors, Committees
Financial Results
Notes and Explanations
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...and more Annual Reports

CLYRIM THIA

ANNUAL
REPORT

FMATA e
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Company Announcements

Lompany Aenganramars
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