What is accounting and finance?

Your Money

OWNER EQUITY

You have $ 1,000
in your pocket.
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- Accounting -

$ 1,000 +

$ 1,000

LIABILITY

Then, you go to the
bank for loans.

Accounting does with everything happen in the business.
Finance does with cash-related matters.

Money in Hand
$ 2,000

ASSET

You have $ 2,000

To start your business.

U

i) Rental a location

i) Decorate
iii) Hire personal

iv) Purchase Inventory
v) Cash In-hand

vi) Do marketing
vii) Sale

viii) Book-keeping
ix) Get Profit

X) Progress



What is the Financial Report?
Balance Sheet, Income Statement and Cash Flow Statement.

Your Money Bank Money in Hand

$ 1,000 $ 1,000 $ 2,000

OWNER EQUITY LIABILITY ASSET

Balance Income
Sheet Statement i) Rental a location
i) Decorate

i) Hire personal

iv) Purchase Inventory
vi) Do marketing

vii) Sale

viii) Book-keeping

ix\ __Get Profit

X) Progress

Cash Flow
Statement

I v) Cash In-hand
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Why Accounting and Finance is important?

Accounting and Finance is the mirror of numbers,
showing to you the overall picture and focusing smaller details.

In the overall picture, it gives you the sense of owner whether it is good or bad,
the common sense approach.

In the focusing details, it gives you précised answers of each details,

the classified approach.

Using these two applications, you have both rationale and emotional practice,
complete working on both sides of brain.

Profit, the Bottom Line.
Business must be profitable.

Cash Flow, enough cash in the system.
You must have cash-in-hand enough, till the end of the month.
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Manage and Display Area
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Business Settings
Input

Display Important
Key Figures of
Balance sheet,
Incomes Statement
and Cash Flow
Statement.

Display Ratios



Business Settings

1. Business Setting:

Business Architecture

When you think of starting your own business, Business Settings are questions you ask for
answers.

Front Office Scenario:
How do we do our business?
1. How much can I sell each day?(Sale daily d@$)
2. At what prices should we sell our products?(reduce/increase prices through Gross Profit %)
3. How many days we would work in one month?(Working Days)
Would we close on Sunday or not at all?
4. Do we give credit on sale?(Account Receivable, AR, on Sale %)
How much we would give credit to our customer comparing to the Sale?
5. How much should we stock our inventory, comparing to Cost of Sale?(Inventory/Cost of
Sale)
6. How much we purchase inventory on credit?(Credit Inventory %)
7. How much salary should we give to our manager? (Manager Salary $)
8. How much salary should we give to our technicians?(Technician $)
9. Should we give commission on sale to our technician?(Commission %)
How much is the percentage on sale?
10. How much Office Supply should we spend for operation? (Office Supply $)
11. How much money should we invest in marketing?(Marketing $)
12. The rest unidentified Operation Expenses is Miscellaneous.(Miscellaneous)
13. How much percentage is the income tax?(Income Tax)

Source of Money Scenario:
How do we get the money from?

14. How much is the short term debt?(Short Term Debt)

15. How much is the short term debt rate?(Interest Rate %)

16. The duration of short term debt is fixed as 1 year, following Accounting principle.
(Short Term Debt Year) The Manage section is shown to be filled just to show you that
we did not forget this point. Filling any number makes no difference.

17. How much is the long term debt?(Long Term Debt)

18. How much is the long term debt rate?(Interest Rate %)

19. How long is the long term debt payback year?(Long Term Debt Year)

20. How much is your personal invest in the business?(Owner Equity)

Use of Money Scenario:
Where is our store location and how do we decorate it?

21. How much is your furniture and store decoration, including all tools?(Furniture and Décor $)
22. How many year you have to repurchase them all?(Furniture and Décor Depreciation Year)
23. How much is your lumsum rental payment?(Building Rental $)
24. How many years do you rent?(Building Rental Depreciation Year)

(Your monthly rental expense comes automatically in the report)



Decision Making

If you want to hire two more technicians,

it would cost you the additional $ 4,000 each month.
What is the new daily sale that would cover this expense at par?

1.

2.
. Put in new Sale until Net Income becomes $ 8,993.

Technician operating expense changes from $ 2,000 to 6,000.
Put in Technician $ 6,000.

Net Income $ 8,993, then, has changed to $ 6,513.

Put in new Sale $ 4,500, Net Income is $ 9,489.
Put in new Sale $ 4,400, Net Income is $ 8,894.
Put in new Sale $ 4,416.6, Net Income is $ 8,993.

. The new daily Sale is $ 4,416.6.

The additional $ 416.6 Sale would cover the expense of two more technicians at par.

Decision Making:

Two more technicians would giving hands to the store operation,

enhance daily performance and be ready for incoming Christmas Season.
This decision would cost you the additional $ 416.6 increase of daily sale.

Or

Two more technicians should contribute at least $ 416.6 of Daily Sale.

Or

If the Daily Sale increases by $ 416.6 because of two more technicians, you are at par.

Original Setting:
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1. Technician operating expense changes from $ 2,000 to 6,000.
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Put in Technician $ 6,000.

2. Net Income $ 8,993, then, has changed to $ 6,513.
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Put in Technician $ 6,000, press enter, then, Net Income is $ 6,513.



3. Put in new Sale until Net Income becomes $ 8,993.
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Put in new Sale $ 4,500, press enter, then, Net Income is $ 9,489.
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Put in new Sale $ 4,400, press enter, then, Net Income is $ 8,894.



4. The new daily Sale is $ 4,416.6.
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Put in new Sale $ 4,416.6, press enter, then, Net Income is $ 8,993.



