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Introduction
Systems, Profit, Management information

Accurate, up to date bookkeeping is the bedrock of every well-run business,
whether you are starting up or your business has been running for some time.
Bookkeeping is the foundation from which all other financial
information flows – including management information, credit
control, VAT returns, annual accounts and your business tax
returns.
Technology has made bookkeeping much easier over the years

Choosing bookkeeping software
The top two criteria are:
1. Quality of the management information the software can
routinely produce

and at the moment we are seeing the latest technological

2. Ease of use

wave – cloud accounting. However, if the Ghost of Christmas

You have to look at the software and ask whether it will give

Yet to Come were to show Bob Cratchit a set of 21st century
books he would find it all very familiar.

you the management information you need to run your
business as it grows and evolves and whether the people who

Every financial transactions has to be recorded in your

use the software will find it easy to use.

bookkeeping system – sales, purchases, bank receipts &

Other criteria such as “cloud-based” or “is there a smartphone

payments, payroll, tax etc. – and you need good processes and
systems to make that happen as efficiently as possible.
And once you start to record all of the transactions you start
to get the financial information you need to run your business,
lower risks and make more profit.
Know your numbers, don’t get lost in the fog

app?” whilst not irrelevant are simply nowhere near as
important as these two factors.
Also, be a little wary of the advice your accountant might give
you. Many accountants are tied in to bookkeeping software
suppliers and will suggest the software that is right for the
accountant’s business but not necessarily a good fit for you.
Accounting software for small business

Gathering data
Systems

Your business creates many of your bookkeeping transactions

Invoices and bank transactions comprise the majority of

and your suppliers and others create the rest. What’s

bookkeeping data but don’t overlook other sources such

important is to collect all of the transaction data and then

as your payroll and any accounting adjustments such as

account for it correctly.

depreciation and making an allowance for paying tax on your
profits.

Where are my sales invoices produced?
In most businesses the sales invoices should be produced
within the bookkeeping software and emailed to customers
from there as well.
However, some businesses have CRM systems and other
database systems that track sales and produce sales invoices.

REMEMBER – IF YOUR BOOKKEEPING
ISN’T COMPLETE THE INFORMATION
YOUR SYSTEM PRODUCES WILL BE
INACCURATE AND UNRELIABLE.

Send your invoices from this software if you have it.
But make sure you can import the sales invoice data into your
bookkeeping software and strongly consider managing credit

Get the software to handle repetitive tasks

control from your bookkeeping software as this should be one

Many accounting entries are the same each month so get the

of the functions it’s built to provide.

Other data sources
Suppliers will send their invoices mostly by email but still
occasionally by post.
Make sure you have online banking so you can download your
bank receipts and payments when you need to.
Many bookkeeping systems will download receipts and
payments directly from your bank but before you enable this
functionality make sure you understand how the process
works as we have seen too many businesses drown in
downloaded data that they then account for wrongly – but
they believe all is correct!

software to enter them for you.

Examples include:
* Sending the same invoice to the same customer each
month
* Accounting for regular transactions such as accruals,
prepayments and depreciation
* Making a provision for corporation tax each month
The computer does the work so you don’t have to!

Using management information
to improve your business
Management information, Profit, Credit control, Cashflow

If your bookkeeping is going well then you should have the
financial information you need to run your business available
at the touch of a button.

This should include:
* P&L for the month and year to date, compared with last
year and with your budget if you have one
* List of aged debtors in descending order
* List of aged creditors in descending order
* Balance sheet compared with last year
Make sure you understand what these reports are telling you
and what action to take based on them.
These reports should be standard but look a little deeper into
all the available reports that can be produced, especially for
reporting on margins.

NOTHING IMPROVES THE BOTTOM
LINE OF YOUR BUSINESS AS MUCH AS
IMPROVING YOUR MARGIN!

Management accounts makeover - clarity is everything

Getting paid on time and
managing cash
Credit control, Cashflow

THERE ARE TWO TYPES OF BUSINESS – THOSE THAT DON’T NEED TO MANAGE THEIR
CASHFLOW AND ALL THE OTHERS.

If your business is one of the others, then you can use your
bookkeeping system to help.

Cashflow model
Although there are software apps that say they can produce

Firstly, get your sales invoices out on time, preferably by email,

cashflow forecasts, in our experience it is better to use a

stating clearly the agreed payment terms.

spreadsheet which you can tailor to suit your actual business

Then, although there is no substitute for ringing the customers

transactions and forecasts of future costs and revenues.

that owe you money, your bookkeeping system should also be

As well as forecasting future cashflows, keep your model up

used to email statements to your debtors to remind them to

to data for actual receipts and payments – this will keep your

pay on time.

forecast grounded in reality.

Getting paid on time – your company is NOT a source of alternative finance!

Keeping the taxman happy
VAT, Tax, Profit

There are three types of tax for a company to pay:
* VAT
* PAYE and National Insurance
* Corporation tax

Most bookkeeping systems contain a payroll module which
will run the payroll and do the accounting for it. If you wish to
run your own payroll then switch on the module but we tend
to think that running a business is hard enough without also
becoming a payroll expert as well – especially with Workplace
Pensions now being introduced.

VAT
VAT should simply fall out of your bookkeeping work. If all

Corporation Tax

your sales invoices, bills from suppliers and other expenses

A profitable business will pay tax on its profits so make a

have been accounted for properly then your VAT return should

provision for corporation tax as you go – allow for the tax to

be correct whenever you choose to run the report.

be 20% to 25% of the year to date profit.

This is a good example of the virtuous circle of good

And factor the tax payable into your cashflow model – it

bookkeeping – if the bookkeeping is done correctly at the

should be paid nine months and one day after your year-end.

outset then you can produce good information and save a lot
of time going forward.
The VATman even tries to help you! There are a couple of
common VAT schemes that smaller businesses can adopt –
the flat-rate scheme and the cash accounting scheme – both
of which can be very helpful. But if you adopt them make
sure your bookkeeping software is configured to handle your
chosen scheme(s) properly.

GOOD BOOKKEEPING HELPS YOU
TO CALCULATE ALL OF YOUR TAX
LIABILITIES AND GOOD CASHFLOW
MANAGEMENT WILL HELP YOU TO PAY
THEM WHEN THEY FALL DUE.

PAYE and National Insurance
PAYE and National Insurance are deductions and business
costs coming from your payroll.
Make sure you are accounting for your payroll properly and
the liability to pay this money to the taxman will show up
clearly in your balance sheet.

Links:
HMRC – VAT
HMRC – PAYE
HMRC – Corporation tax

Annual accounts
Annual accounts, Profit, Tax

We think that producing good management accounts is

The P&L report and your balance sheet for the year-end in

essential and if these are accurate then the last set of

your bookkeeping system and your annual accounts should be

management accounts of your financial year should provide

the same.

the data for your annual accounts.
The better your bookkeeping the cheaper it should be to
produce annual accounts and there should be no surprises
either - the profit your bookkeeping system produces should
be the profit in the annual accounts.
Very important, but often overlooked by businesses and
their accountants, is the need to ensure that once the annual
accounts have been finalised any adjustments that need to be
processed in the bookkeeping system are actually processed.

No ifs.
No buts.

Links:
Accountants aren’t always checking your accounts

Training
Systems, Management information

Make sure all users of your bookkeeping software are properly

And training has to look at reporting as well as data

trained and familiar with what the software can do – including

processing. The reports your business needs might require

your accountant!

the sales and purchases transactions to be processed in a

If people don’t know what they are doing there is a good
chance they’ll get it wrong and then you’ll be relying on the

particular way e.g. to match the costs of providing a service to
a client to the fees charged for that service.

wrong information. And probably paying a lot of money to get
it corrected.
Most bookkeeping software has two or three ways of entering
the same data but there is usually a best way.
The best way will often help to ensure that management
information is accurate and that the tasks are being performed
as efficiently as possible.

Get in touch with us!
Website: www.bluedotconsulting.co.uk
Email: info@bluedotconsulting.co.uk
Richmond : 020 8166 5960
Fulham, Putney and Hammersmith: 020 7125 0270

ALL BUSINESSES NEED GOOD
BOOKKEEPING AND IT’S NEVER BEEN
EASIER. MAKE SURE YOURS IS UP TO
THE TASK.

