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Preface


Until recently there has been a dearth of books on the market dealing with computerized bookkeeping. Even now, those there are largely tend to deal with Sage systems. This is reflected in the prevailing neglect of the application of spreadsheets in the setting of exam papers. Not everyone has a Sage package, but more or less everyone who has a computer has Microsoft Excel or something similar. Furthermore, this spreadsheet technology is highly versatile and useful. With the knowledge and skills you can gain from Mastering Spreadsheet Bookkeeping, if you have a computer and MS Excel software, you can easily set up your own computerized accounting package.


As a businessperson, you will be aware of the benefits of using computerization in your accounting, but perhaps as the owner of a small business, you are under the impression that it is beyond your economical reach due to the cost of over-the-counter software packages? If so, Mastering Spreadsheet Bookkeeping will show you step by step how you too can easily computerize your accounting without splashing out on expensive new software.


If you are currently working as a freelance bookkeeper, you will already have mastered the manual system; if you hadn’t, you would not have gained your qualification to operate! Mastering Spreadsheet Bookkeeping will help you to get up to speed quickly with a widely used computerized system and gain a thorough knowledge of how to use spreadsheets to their fullest advantage. With this knowledge and skill you will increase your efficiency of operation and, as a result, your earnings potential.


Finally, if you are an accountancy student with a module in bookkeeping, or you are studying for a qualification in bookkeeping (e.g. for Levels I and II Certificate in Computerised Bookkeeping (ICB) and Level III Diploma in Computerised Bookkeeping (ICB)), Mastering Spreadsheet Bookkeeping is the ideal learning tool for you. All exam boards now encourage their students to develop skills in computerized bookkeeping. This is what employers demand. Exam boards are beginning to shy away from using specific packages in their syllabi. Their focus is, understandably, on computerization using only widely used operating systems such as MS Excel. With its focus on MS Excel and its clear, step-by-step approach, Mastering Spreadsheet Bookkeeping will help you to develop your computerized bookkeeping skills with confidence. In addition, exam-style questions and answers are provided for self-testing so you may consolidate your bookkeeping knowledge as you learn.


Dr Peter Marshall has been a leading authority on bookkeeping for over twenty-five years. His bestselling How To title, Mastering Book-keeping, is now in its ninth edition and is endorsed by both the Institute of Certified Bookkeepers and the International Association of Book-keepers.


Bookkeeping has recently become a legally regulated occupation in the UK and certain legal responsibilities have been placed upon those who offer their services for gain. Although Mastering Spreadsheet Bookkeeping will give you the knowledge and skill to carry out such work, it is important that you become familiar, especially if you are new to this subject, with the legalities involved.
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Part One


An Introduction to Spreadsheet Bookkeeping





1   A period of transition


With the increasing globalization of trade and industry at all levels it is becoming necessary to achieve some degree of harmony in accounting practices between countries. The standards that applied in the UK since 1970, i.e. Statements of Standard Accounting Practice (SSAPs) and Financial Reporting Standards (FRSs), are being gradually phased out and replaced by International Accounting Standards (IASs) and International Financial Reporting Standards (IFRSs). All companies listed on European Union (EU) stock exchanges already use the international standards and in time they will be used by all UK businesses.


Here are some examples of the changes in terminology with which you will have to become familiar. In the international standard terminology, instead of turnover the term revenue is used; instead of stock the term inventory is used; and debtors and creditors are called accounts receivable and accounts payable. Provisions tend to be referred to as allowances; the profit and loss account is known as the income statement; and any profit that is brought down to the balance sheet is termed retained profits. Debentures are known as loan notes; fixed assets are called non-current assets; and long-term liabilities are called non-current liabilities.





2   The role and significance of professional associations


One of the distinguishing characteristics of all professions is the existence of professional associations. Such bodies maintain and improve the reputation of the profession by the regulation of conduct, the improvement of skills and the validation of qualifications.


The professional associations for bookkeepers are the Institute of Certified Bookkeepers, under the Royal Patronage of His Royal Highness Prince Michael of Kent GCVO, and the International Association of Book-keepers (IAB) (see Further resources).


Bookkeeping became a regulated profession under the Money Laundering Regulations of 2007. As a result of this, bookkeepers now have special legal duties imposed upon them, and failure to comply with them has serious legal consequences. All practising bookkeepers must be registered with a supervisory body. Both of the professional bodies mentioned above are Treasury Appointed Supervisory Bodies under the Money Laundering Act and, as such, will monitor, guide and supervise members to ensure compliance.


In addition, membership also provides proof of proficiency, which is recognized worldwide. Each association offers assistance with career development, not only through the provision of training and qualifications, but also though notification of job vacancies, updates on legislation and advice and guidance on private practice. Members also get the opportunity to meet and associate with others in the same profession in local groups and forums.
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Figure 1 www.bookkeepers.org.uk homepage (reproduced by kind permission of the Institute of Certified Bookkeepers)





3   Data security and the Data Protection Act 1998


When a business keeps a substantial number of personal details in computerized accounting records it may be obligated to register with the Information Commissioner’s Office, the independent regulatory body that deals with the Data Protection Act 1998 (see Further Resources). The person who decides how data will be used and for what purpose is referred to in the Act as the data controller while a person on whom data is kept is referred to as a data subject. The purpose of registration is essentially so that the data subjects are aware of what information is held and how it is used.


It is not necessary to inform the Information Commissioner if:


•   the data controller is only using the data for sending and receiving invoices and statements;


•   the data subjects are companies and no individuals can be identified in them;


•   the data is only used to process payroll and prepare statutory returns.


However, if a data controller is going to make accounting data available to management or any other department for non-accounting purposes, e.g. marketing, statistical, planning or control purposes, the company must be registered. It must disclose the kind of data held, the purpose for which it will be used and how subjects can access their own data.


Legal obligations in respect of personal data


Businesses registered under the Data Protection Act 1998 must comply with certain standards of practice contained in Schedule 1 of the Act. These require that the personal data shall:


•   be obtained only for specified and lawful purposes and must not be used in any manner incompatible with such purposes;


•   be relevant and adequate but not excessive for the purpose for which it has been collected;


•   be accurate and kept up to date;


•   not be kept for any longer than necessary for the purpose for which it was collected;


•   only be processed in accordance with the subject’s rights under the Act;


•   be protected by appropriate organizational and technical measures against unauthorized and unlawful use, or accidental loss or damage;


•   not be taken outside of the country to any country where there is not adequate legal protection of the rights and freedom of data subjects in respect of the processing of their personal data.


In most businesses today, accounting information will be used for non-accounting purposes, so it is very likely that anyone who controls such data will need to register and comply with the Act.





4   Double entry bookkeeping


Let’s just remind ourselves of the essential principle of double entry bookkeeping because we have to keep this in mind as we construct and use our spreadsheet system.


Debit and credit


Transactions have two sides, a debt and a credit. When a firm sells goods to a customer a debit entry is made in that customer’s ledger account because they have become our debtor (for the sake of simplicity, in this example we’ll assume the sale was VAT exempt). A credit entry of the same amount has to be made in the nominal ledger because the firm has made a revenue.


Both of these transactions must be recorded separately because we need:


•   a total of sales figures for tax computation and management purposes (to make sure the business is working to plan);


•   a cumulative total of money owed by each customer.


A check on accuracy


There is another important advantage of double entry bookkeeping. If both sides of each transaction have been recorded then, at any time, if the sums have been done correctly the debit entries will equal the credit entries. It provides a check of accuracy. An example is as follows:


Assets – liabilities = Capital


Having reminded yourself of the crucial importance of maintaining the double entry, keep this in mind as you configure and use your spreadsheet system.


[image: Images]


Figure 2 An MS Excel spreadsheet page
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Figure 3 The control section of an Excel page known as the ribbon





5   Configuring spreadsheets within the traditional daybook format


This chapter contains guidance for those who are already knowledgeable and skilled in double entry bookkeeping, but not in the use of spreadsheets for the purpose. Chapters 8 to 50 give more comprehensive guidance on the whole subject of double entry bookkeeping and spreadsheet use.


Nowadays, we can use the electronic pages of a spreadsheet program to keep the books of a business. This has great advantages. If you want to stick to the configuration of your manual system, but simply make your work quicker and simpler, then you can simply reconstruct daybook and ledger pages on a spreadsheet to look like the manual versions, and add code and formulae to make the pages sum and balance themselves.


Figures 4 to 14 provide examples of such configurations. Because of the uniformity of structure of all daybooks and ledgers, these examples will serve for all the daybooks, the ledger divisions, the cash book and the petty cash book.


Configuring a spreadsheet page for daybooks


It’s easy to configure pages that look like traditional daybooks and that will add themselves up and cross balance. All you have to do is draw in the answer boxes and insert simple formulae in them.


To draw in answer boxes, click on the cells where you want the answers to go and then click on the inverted triangle at the right of the borders button in the fonts group on the ribbon with the ‘Home’ tab open. This will release a drop-down menu of styles. Select single top and double bottom borders for the grand monthly total box in the main totals column, and single top borders for the totals of the analysis columns.


To enter the appropriate formulae in each, click into the first cell to be added in the column, hold down the shift key and click into the answer box, then click on the sigma icon, near the right of the ribbon when the Home tab is open. There is more than one way to do this, but that is by far the quickest in this case.


Making things easy for yourself


Now you don’t have to go through this each month. You can keep this page without any actual monthly figures in it as a template.


Four steps for creating a template


1.    Create a single sheet workbook.


2.    Format it with the titles and formulae.


3.    Save as a template.


4.    Enter the folder in which you wish to store it.



Configuring the ledger divisions


Placing an equals sign (=) into a cell tells the system that what follows will be a formula rather than data. Entering the word ‘SUM’ tells it that the system is being asked to add some figures up and place the answer in this cell. Immediately you enter the word ‘SUM’ a pair of brackets will appear, in which the cells to be added are to be placed. You can specify a range of cells by placing a colon between the parameters, e.g. A5:A10, or by separating cells with commas (without spaces), if they are not adjacent, e.g. A5,A10. You can also use a mixture of both, if some cells are adjacent and others are not.
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Figure 4 Example of a traditional purchase daybook page written up on a spreadsheet
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Figure 5 Traditional purchase daybook spreadsheet (Figure 4) with the formulae revealed
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Figure 6 Example of a traditional sales daybook page written up on a spreadsheet
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Figure 7 Traditional sales daybook spreadsheet (Figure 6) with the formulae revealed
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Figure 8 Example of a traditional cash book page written up on a spreadsheet
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Figure 9 Traditional cash book spreadsheet (Figure 8) with the formulae revealed
Note: Only those columns that contain formulae are shown in the example.
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Figure 10 Example of a traditional petty cash book page written up on a spreadsheet
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Figure 11 Traditional petty cash book spreadsheet (Figure 10) with the formulae revealed
Note: Some columns that do not contain formulae are hidden in this example because of limitations of space.
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Figure 12 Example of a traditional nominal ledger page written up on a spreadsheet
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Figure 13 Traditional nominal ledger page spreadsheet (Figure 12) with the formulae revealed
Note: Some columns that do not contain formulae are hidden in this example because of limitations of space.
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Figure 14 Spreadsheet configured for journal


You can even shortcut this process by simply clicking into the cell that is to hold the sum and then clicking on the sigma icon, close to the right-hand side of the ribbon. That will place the ‘=SUM( )’ part of the formula into the cell. Then you just click into the first cell, press the shift key (if the cells to be added are adjacent) or the control ‘Ctrl’ key (if they are not) and click into the next in the range. Press return and the formula will automatically be placed into the cell.


The triple balance mechanism of bilancio (balance c/d), saldo (balancing column totals) and resto (balance b/d), traditionally employed in the ledger divisions, requires a balance carried down to be calculated, so the debit and credit columns need to be summed without showing the lesser total in the final sheet. Therefore an extra column needs to be inserted to the right of the debit and credit columns to hold this intermediate figure. These columns can subsequently be hidden as they are only for calculating purposes and will serve no purpose in the final display.


The cells to sum in the debit and credit columns go right down to the saldo boxes but the cells to hold the totals of each column for the purpose of calculating the c/d balance go down one place less.


You need to enter a formula in the penultimate cell of the debit and credit columns to deduct the total of one side from the other and place a balancing figure if necessary to make both sides add up to the same figure in the saldo box.


These formulae make use of the ‘If’ function and the ‘Greater than’ symbol. The fully constructed formula tells the system that if the total of the other column is greater than the total of this column deduct the total of this column from the total of that column to see how much must be added to this column to even the two sides up and place it here.


The final thing to which to attend is to place the resto figure in the appropriate cell to show the balance b/d. All you need to do for this is to place, in the cell below the saldo box in the debit column, the reference of the cell above the saldo box in the credit column and vice versa for the credit column.


There is no point in showing zeros in these cells, so if they do appear click on the tools menu and select options. Make sure ‘Zero values’ is not ticked and then press the key labelled ‘OK’.


You don’t need to go through the process of inserting these answer boxes and entering the formula each month, you can just cut and paste the three lines that contain the borders and the formulae for balances c/d, balancing totals and balances b/d from month to month and then just check and adjust the formulae as appropriate.





6   Speeding up traditional ledger posting


You can keep all accounts of a single ledger division (e.g. all customer accounts) on the same sheet, one after the other, as the placing of automated summing and balancing instructions will ensure that the accounts do not get mixed up. Each ledger division becomes a different sheet (e.g. sheet 1 = sales daybook, sheet 2 = nominal ledger and sheet 3 = sales ledger). A big advantage of doing this is that you can make posting from daybooks to ledger sheets easy, by putting all the sheets involved on the screen at once. The larger your screen the easier this will be. Then you can simply use copy and paste across the boundaries of the sheets to do your posting.


For example, to post a transaction from the sales daybook to the relevant ledger sheets, just follow these steps:


 


1.    Call up all the relevant sheets on the screen at once.


2.    Click on the gross invoice value for each entry on the sales daybook sheet. Hold down ‘Ctrl’ and press ‘C’ at the same time.


3.    Scroll down the sales ledger sheet to the personal account of the customer concerned.


4.    Click on the next available space in the debit column. Hold down ‘Ctrl’ and press ‘V’ at the same time.


5.    Enter the date in the date column.


6.    When all the entries have been posted to the sales ledger accounts, proceed as follows.


7.    Click on the net total in the sales daybook. Hold down ‘Ctrl’ and press ‘C’ at the same time.


8.    Scroll to the next available space in the credit column of the sales account in the nominal ledger.


9.    Hold down ‘Ctrl’ and press ‘V’ at the same time.


10.    Click on the VAT total in the sales daybook and hold down ‘Ctrl’ and press ‘C’ at the same time.


11.    Scroll to the next available space in the credit column of the VAT account in the nominal ledger and hold down ‘Ctrl’ and press ‘V’ at the same time.





7   Depreciation calculations


Depreciation calculations can be done swiftly and simply, using Excel’s built-in functions.


Straight line method


1.    In the functions library, which can be accessed from the left-hand side of the ribbon, when the formula tab is open, select the financial option.


2.    Click, then, on the SLN option.


The following dialogue boxes will appear on the screen:


•   Asset value


•   Estimated salvage (scrap) value


•   Estimated useful life


3.    Enter the relevant figures and click ‘OK’ to find the annual depreciation figure.


Diminishing balance method of depreciation


1.    Do as above, but click on the DDB option this time. The following five dialogue boxes will appear:


•   Cost


•   Estimated salvage value


•   Estimated useful life


•   Start of the period


•   End of the period


2.    Enter the relevant figures and click on ‘OK’ to find the depreciation for the asset.


Sum of the years (or sum of the digits) method of depreciation


1.    Follow the same procedure as for the other two methods, but this time selecting the SYD option. A dialogue box will appear asking you to enter four details:


•   Cost


•   Salvage value


•   Lifetime of the asset in years


•   Period expired in years


2.    Enter the relevant figures and click on ‘OK’ to find the depreciation for the asset.





Part Two


Basic Spreadsheet Bookkeeping





8   Recording daily transactions: books of prime entry


Double entry accounts are kept in the ledger, but daily details of transactions are not normally entered directly into it; it would become too cluttered and difficult to use. For convenience we first of all enter all the day-to-day details of transactions in other books, called books of prime entry. In modern accounting these books are the:


•   Purchase daybook


•   Purchase returns daybook


•   Sales daybook


•   Sales returns daybook


•   Journal


•   Cash book


•   Petty cash book


Daybooks or journals


This group of books can be called either daybooks or journals. We will use the term daybooks here for the four that are identically ruled and most often referred to as daybooks: the purchase daybook, purchase returns daybook, sales daybook and sales returns daybook. The word journal we will keep for the journal proper, because of its individual ruling, and the others we will call books of prime entry. It is the four daybooks as defined here that we will explain in this section.


Source documents for the bookkeeper


The sources of information we need to enter into the daybooks are invoices and credit notes. When a firm receives invoices or credit notes for goods it has purchased, they are known as purchase invoices and credit notes inwards respectively. When it sends them out, they are called sales invoices and credit notes outwards. Whether the documents refer to sales or purchases, their format is basically the same. After all, what is a purchase invoice to one party in the transaction is a sales invoice to the other and similarly for credit notes.


Debit notes


Sales office clerks occasionally make mistakes and undercharge a customer for goods so firms usually print the term E&OE on their invoices, which means ‘errors and omissions excepted’. This means the firm reserves the right to ask for more money for the goods if it realizes it has inadvertently undercharged. If this has to be done the document used is known as a debit note.



Bookkeeping and confidentiality


Bookkeeping and accounting technicians have a duty to treat all information to which their job exposes them in strictest confidence, disclosing details only to those who have a professional right to know them. Examples are:


•   employers or employees who need the information to carry out their professional role;


•   professionals outside the company who work on behalf of the company who need the information to carry out their function;


•   any other person to whom their employer or officer senior to themselves instructs them to disclose information, since it must be assumed that the employer or senior officer will also be working within the confines of such confidentially rules.





9   The purchase daybook


The purchase daybook is where we first enter up all our purchases on credit. The book itself is not part of the ‘accounts’: it is just one of the sources from which the accounts will be written up later on.


How to write up the purchase daybook


What you need:


•   the purchase daybook;


•   the invoices for the period (day, week, etc.).


First, sort the invoices into date order. Next, write or stamp a purchase invoice number on each one. (This is not the invoice number printed on the document when the firm receives it; that is the sales invoice number of the firm that sent it). The idea is to help the bookkeeper find an invoice easily if they have to look up details of an old transaction.


Many firms keep a list of consecutive numbers for this purpose. Others use a two-part number made up of the month number and a number from a consecutive list for that month.


Setting up the purchase daybook worksheet


1.    Open your Excel program by clicking on the Excel icon.


2.    Left-click on the second worksheet tab on the bottom left of your screen (the first sheet will be the index sheet). A new Excel worksheet will open.


3.    Click on rename and type ‘Purchase Daybook’ and this title will be placed on the tab for easy identification.


4.    Click back into the worksheet.


5.    Type the following in the cells indicated.
















	Cell number


	Type







	C


	1


	Purchase daybook







	A


	3


	Month







	B


	3


	Day of the month







	C


	3


	Name of supplier







	D


	3


	Invoice number







	E


	3


	Fo.







	F


	3


	Total net







	G


	3


	VAT







	H


	3


	Gross total







	I


	3


	Stationery








6.    In the cells to the right of I3, type appropriate headings for analysis of the purchases, e.g. stationery, office equipment, etc. In all the cash cells in row 4, type and centre ‘£ : p’.


7.    Click into cell A4. Hold down the shift key and click into B4. This will highlight both cells.


8.    Click on the merge and centre arrow at the right of the icon in the alignment group on the ribbon bar (the square with a little ‘a’ in it).


9.    Type into that space the current year (e.g. 2014).


10.    Click on the format option in the format group at the right-hand side of the ribbon. Select the column width option and then alter it to a width of just five characters. Leave enough lines to allow for roughly the amount of entries you expect to make in the current month, and then place the cursor in the Net invoice total column, hold down the shift key and press the right direction arrow twice to highlight the three adjacent cells in the columns for net invoice value, VAT and gross total.


11.    Click on the arrow at the right of the answer box icon, which is situated about a quarter of the way across the ribbon bar. This will reveal a menu of answer box styles. Select the one that has a single top line and a double bottom line and press the return key.
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