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Session One: Course Overview  
Course Overview 
Many of us flinch when we hear terms like depreciation, cash 
flow, balance sheet, and (worst of all!) budgets. However, 
these are all important concepts to understand if you’re going 
to succeed in today’s business world, particularly as a 
supervisor. Even better, financial terms are not as scary as they 
seem! 

Learning Objectives 
After you complete this course, you will be able to: 

• Describe the art of finance and financial management 
• Explain key financial terms 
• Determine your role in company finances 
• Find the rules and regulations for your area and industry 
• Discuss various types of financial reports, including income statements, balance sheets, cash 

flow statements, and statements of retained earnings 
• Explain how a chart of accounts is created 
• Tell the difference between cash and accrual accounting 
• Explain single-entry and double-entry bookkeeping 
• Differentiate between debits and credits 
• Identify and analyse important financial data 
• Make financial decisions 
• Read annual reports 
• Determine whether a company is financially high or low risk 
• Recognize different types of organizational financial plans 
• Explain what budgets are and how to prepare them 
• Recognize what computer skills you need to make you a financial whiz 
• Deal with financial situations that impact the people that work for you 

Why did you take this course? Use this opportunity to consider your personal learning objectives 
and reasons for taking this course. 

 

Pre-Assignment 
Please gather a copy of the following company documents and have them handy while you complete this 
course. 

• Annual report. 
• Organizational chart. 
• Income statements. 
• Balance sheets. 
• Cash flow statements. 
• Statements of retained earnings. 
• Budgets. 
• Any other important financial reports. 
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Session Two: Getting the Facts Straight  
People are sometimes daunted by the thought that they must be 
responsible for budgets, accounting, and financial reporting. 
However, if you consider them in the context of the information 
they contain, it can become fascinating. 

In this session, you’ll start with some basic terms and getting to 
know how your role in the organization fits the overall financial 
picture. 

Starting with the Basics 
FINANCE  

The Encarta Dictionary defines finance as, “the business or art of managing the monetary resources of an 
organization, country, or person.” Bookkeeping, banking, and accounting, are all separate processes with 
their own definitions.  

Seth Godin describes finance as a three-cycle process that continues endlessly: 

 
 

Once a company finishes the third step – executing its plan – it goes back and reassesses its performance 
again, and this cycle of finance repeats itself in a continuous loop. 

RECORDING FINANCIAL TRANSACTIONS 

Bookkeeping is the exercise of identifying, categorizing, and recording all the transactions that take place in 
a business. In general, everything a company does results in a bookkeeping transaction, including things 
that take place between the business and: 

• Customers, who buy products and services sold by the business 
• Employees, who are paid wages and provided benefits 
• Vendors, who sell services, equipment, and supplies to the business 
• Government agencies, who collect taxes from the business 
• Sources of equity capital (investors or owners who put money in and take it out of the 

business) 
• Sources of debt capital (banks and lending institutions) 
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Accounting, on the other hand, is the methodology used to record the transactions and prepare financial 
statements and reports. Accounting guidelines govern how businesses record transactions. They also 
dictate the design of the recordkeeping system that a business uses and how reports are prepared, based 
on the information gathered and put into the system. 

FINANCIAL REPORTS VS. FINANCIAL STATEMENTS 

This brings us to another question. Often, we hear the terms “financial statements” and “financial reports” 
used interchangeably. Is there a difference? 

For the purpose of our courses, yes, there is a major difference. 

• A financial report is a document prepared for internal use. It can come in many forms and be used 
for many purposes as it is usually company specific. 

• A financial statement is a more widely requested formal document that is prepared in a specific 
format as outlined by your region’s Generally Accepted Accounting Principles (which we will discuss 
in a moment) or another governing organization (such as your tax legislation). 

General Accepted Accounting Principles (GAAP) 
Accounting forces people to measure things in a relatively consistent manner. A good budget is prepared 
based on consistent rules as well. Accountants refer to the rules in their rule book as generally accepted 
accounting principles (GAAP). The objective of GAAP is to ensure comparability among different companies 
and overall reliability of information. 

There can be slight differences between regions, but GAAP typically includes the following principles: 

• Comparability among different companies. 
• Reliability of information. 
• The business entity concept: A business is a separate distinct entity from its owner/owners. 
• The matching principle: Earnings and expenses must be recorded in the same accounting period 

that they relate to each other. 
• The cost principle: Assets and service, and the resulting liability, are taken into the accounting 

records at cost. 
• The consistency principle: A company’s accounting procedures need to remain consistent over 

time. If they are changed, the reasons for the change and the financial impact of the change must 
be documented in detail. 

• The time period principle: The operating period of the business is divided into equal periods of 
time, such as a month or a quarter. 

• The going-concern principle: The business will continue to operate, using its assets to carry on its 
operations and, with the exception of merchandise, not offering the assets for sale that are 
necessary to run the business. 

• The objectivity principle: Whenever possible, the amounts used in recording transactions are 
based upon objective evidence rather than on subjective judgments. 

• The stable currency assumption: The idea that the purchasing power of the unit of measure used 
in accounting (such as the Pula or the Euro) does not change. (In other words, a Pula note will not 
become worthless overnight.) 

• The realization principle: This principle defines revenue as an inflow of assets (not necessarily cash) 
in exchange for goods or services. It requires the revenue to be recognized at the time, but not 
before it is earned. 
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Getting to Know the Players 
WHAT’S MY ROLE? 

Understanding the cycle of finance will help you figure out where you fit into your company’s financial 
structure. No matter what your role is, you can help save your company money. Small savings add up! 

What if… 

• You work in the company’s payroll department and you could save P2.50 per employee check, 
per payday? How much could you save your company over one pay period? 

• You supervise a team that produces widgets, and you find a way for them to produce two extra 
widgets a day without any extra cost? If they sell for P49.99 each, how much income would the 
extra two items bring in per year? 

• You find a new advertising method that has the same reach but saves P30,000 a month. What 
else could you do with that money? 

What can you do to improve your organization’s finances? 

 

THE BIG PICTURE 

Once you’ve thought about your role, think about your organization and look at what financial-based roles 
exist. Understanding their responsibilities will help you get a better picture of what your role is, and it will 
help you identify who to go to when you need help. 

Here is how many mid-sized organizations are structured, although not all organizations will have all roles: 

 
The board of directors usually leads the company’s financial direction. Their vision is usually carried out by 
the Chief Executive Officer (CEO).The CFO, or Chief Financial Officer of a company, is just behind the CEO.  
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Identifying the Key Players in Your Organization  
Look at your company’s organizational chart. List each person’s finance-related activities next to their 
entry in the chart. 

What did you learn from this activity? 

 

Ideas for Improvement do you have? 

 

Governing Organizations 
Financial rules and regulations are constantly changing. If you’re going to be involved in your company’s 
finances in any way, you should be aware of important regulations that apply to your organization. 

Once again, the Internet will be your greatest ally. Just make sure that the site you are visiting is the actual, 
regulated site, and not an imposter. We’ve listed the biggest regulatory bodies below. 

Area Organization website 

Botswana 

Botswana Accountancy Oversight Authority - The 
Botswana Accountancy Oversight Authority was 
established through the Financial Reporting Act, 2010 
with the principal objective of providing oversight to 
accounting and auditing services and to promote 
Standard, Quality and Credibility of providing financial 
and non-financial information by entities, including 
public interest entities. 

www.baoa.org.bw 

 

Botswana Institute of Chartered Accountants (BICA) – 
Mission: To protect public interest through: 

− Promoting the accountancy profession. 
− Supporting professional accountants. 
− Facilitating quality professional accountancy 

services through the monitoring & regulation of 
professional accountants. 

− Developing Chartered Accountants. 

www.bica.org.bw 

 

 

Bank of Botswana - The Bank of Botswana, as the 
country’s central bank is responsible for maintaining 
monetary and financial stability, reinforced by 
confidence in the national currency, sound banks and 
an effective payments system. 

www.bankofbotswana.bw 

 

 

Non-Bank Financial Institutions Regulatory Authority – 
The Non-Bank Financial Institutions Regulatory 
Authority Act and the Retirement Funds Act, 
Retirement Funds Regulations regulate the 
establishment, licensing and operation of retirement 
funds in Botswana. 

www.nbfira.org.bw 
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Area Organization website 

 

Botswana Unified Revenue Services - The mandate of 
the BURS is to perform tax assessment and collection 
functions on behalf of the Government and to take 
appropriate measures to counteract tax evasion on the 
one hand, and to improve taxpayer service to a much 
higher level on the other. 

www.burs.org.bw 

 

Botswana Stock Exchange - The Botswana Stock 
Exchange is Botswana’s national stock exchange given 
the responsibility to operate and regulate the equities 
and fixed interest securities market. Formally 
established in 1989, the BSE continues to be pivotal to 
Botswana’s financial system, and in particular the 
capital market, as an avenue on which government, 
quasi- government and the private sector can raise debt 
and equity capital. 

www.bse.co.bw 

 

International 

Bank for International Settlements and Basel 
Committee - The Basel Committee on Banking 
Supervision (BCBS) is the primary global standard setter 
for the prudential regulation of banks and provides a 
forum for regular cooperation on banking supervisory 
matters. Its 45 members comprise central banks and 
bank supervisors from 28 jurisdictions. 

www.bis.org/ 

International 

International Organization of Securities Commissions – 
The International Organization of Securities 
Commissions (IOSCO) is an association of organizations 
that regulate the world's securities and futures 
markets. Members are typically primary securities 
and/or futures regulators in a national jurisdiction or 
the main financial regulator from each country. 

www.iosco.org 

International IFRS Foundation, including International Accounting 
Standards Board and IFRS Interpretations Committee - 
The International Financial Reporting Standards 
Foundation, or IFRS Foundation, is a nonprofit 
accounting organisation. Its main objectives include the 
development and promotion of the International 
Financial Reporting Standards through the International 
Accounting Standards Board, which it oversees. 

www.ifrs.org 

United 
Kingdom 

European Securities and Markets Authority (ESMA) - 
The European Securities and Markets Authority is a 
European Union financial regulatory agency and 
European Supervisory Authority, located in Paris. ESMA 
replaced the Committee of European Securities 
Regulators on 1 January 2011 

www.esma.europa.eu 
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Area Organization website 

United States U.S. Securities and Exchange Commission – The 
mission of the SEC is to protect investors; maintain fair, 
orderly, and efficient markets; and facilitate capital 
formation.  The SEC strives to promote a market 
environment that is worthy of the public’s trust. 

www.sec.gov/ 

 
Wikipedia also offers a list of financial regulatory authorities (organized by country) at 
http://en.wikipedia.org/wiki/List_of_financial_regulatory_authorities_by_country. 
(KTI assumes no liability or responsibility for the content or accuracy of websites external to the company.) 
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Session Three: The Accounting Cycle 
You’ll notice that a lot of different elements of the workplace travel 
through cycles, and accounting is no different. What other cycles are 
included in your work as a supervisor? Performance reviews? 
Recruiting? 

In this session, you’ll be introduced to the accounting cycle and the 
different ways that it can be applied in a business setting. 

Underlying Principles 
METHODS OF RECORDING TRANSACTIONS 

There are two basic methods for recording transactions: the cash method and the accrual method. The 
most commonly accepted accounting method is the accrual method. 

The cash accounting method is a system that records income when it is received and records expenses 
when they are paid. For example, if you sold goods and gave the purchaser 30 days to pay you, you would 
not book the sale until you are paid, which could be as long as 30 days. Only certain types of businesses, 
primarily farmers and fishermen, are permitted to use this method of accounting. Cash accounting is not 
widely used because it does not give the most accurate picture of what is happening in the business, 
particularly in countries where it is common practice to extend credit to customers. 

The accrual method of accounting counts income and expenses when they are due to or from the business, 
as distinct from when they are received or paid. Income is recorded when the business has the right to 
receive the income, and expenses are recorded and considered when they are due, even if they haven’t yet 
been paid. 

This accounting process measures a firm’s income by matching a firm’s revenues against its expenses within 
an accounting period. (Properly enough, this is called the matching principle.)  

Under accrual accounting, the total sales on the income statement seldom match the firm’s actual cash 
receipts during a particular operating period. Nor do the expenses duplicate its cash disbursements. One 
area where “incurred” expenses often deviate from “paid” expenses is employee expense reports: the 
company has incurred these expenses but they have not been paid because the employee has not 
submitted his expense claim.  

ACCOUNTING PERIODS 

At the beginning of its existence, a business establishes its fiscal year end. This is any 12 consecutive 
months. Many businesses use the calendar year end (December 31st) as their fiscal year end but they do 
not have to. Many businesses also break their fiscal year into smaller accounting periods, such as 12 
monthly periods or four quarterly periods of three months. Management will use the accounting periods to 
compare results against prior periods or even against a budget. 
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Overview of the Accounting Cycle 
Let’s take a look at the life cycle of accounts in a business. This cycle takes place during each accounting 
period (typically a month or a quarter). 

 
Now, let’s define some of the terms that we see here. 

The journal is the book that all transactions are originally recorded in (although these days, it’s often an 
electronic document, not an actual book!). Generally, they are recorded in chronological order and given an 
entry number. 

The ledger is the final book of entry, with transactions recorded by account and according to whether they 
are a debit or credit. (We’ll take a brief look at these classifications in our next session.) 

A transaction can be any kind of financial event, such as a bill being paid, a sale being received, a check 
being written, etc. 

Balance sheets and income statements are two of the most important financial statements. They should 
be prepared at the end of each financial period. (We’ll look at these statements later on in the workshop.) 

Permanent accounts are those that appear on a balance sheet (such as cash or accounts to be paid). These 
accounts always carry a balance (as long as your business is in business, of course!). 

Temporary accounts (such as expenses and revenue) are closed at the end of each period, so that they do 
not carry over a balance. 



Accounting Skills for New Supervisors - E-Course Notes 

 2020 Kalahari Training Institute.         13 

Case Study: Happy Haircuts 
BACKGROUND 

Harry Hobona, the owner of Happy Haircuts, has come to you for help in understanding his current financial 
position. He provides you with the following financial information about last month. 

• Harry’s company earned P4,000 by cutting hair. P3,500 of this was 
paid in cash. P500 has not been received. 

• Harry paid the rent, which was P1,000. 
• Harry paid his employees P1,000 in wages. 
• Harry had P500 in power and water bills (utilities), which were not 

paid. 
• Harry also bought a new computer for P1,000 and has not yet paid 

for it. 
• Harry spent P800 on hair supplies and paid for them in cash. 

TASK 

Calculate Harry’s net profit or loss for the month using accrual and cash accounting. 
 

 Accrual Cash 

Revenue   

   

Expenses   

Rent   

Wages   

Utilities   

Equipment   

Supplies   

Total Expenses   

   

Net Profit or (Loss)   
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Hint 
 Accrual Cash 

Revenue P4,000 P3,500 

   

Expenses   

Rent P1,000 P1,000 

Wages P1,000 P1,000 

Utilities P500 P0 

Equipment P1,000 P0 

Supplies P800 P800 

Total Expenses P4,300 P2,800 

   

Net Profit or (Loss) (P300) P700 
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Session Four: The Key Reports 
One of the essential elements for you to master are the key reports 
that make up part of your accounting system. Understanding these 
reports will help tremendously as you become comfortable with 
accounting language. 

In this session, you’ll learn the key reports that make up the financial 
and accounting systems in most companies. 

What is the Income Statement  

The first key financial statement we will review is the income statement, also known as a profit and loss 
statement or operating statement. This is a summary of the income and expenses of a business during a 
certain period: monthly, quarterly, or annually. If the company has more income than expenses for a 
certain period it has net income (a profit). If the expenses exceed income, the company has a net loss. 

Income can be broken into two broad categories: service income and sales income. The difference 
between the two lies in the need to consider inventory costs. Service income is derived from performing a 
service while sales income is derived from selling a product of some type. In general, service companies 
have staff that perform a service for a customer, while sales companies have product that they sell. 

With service income, the profit can be determined simply by deducting expenses associated with 
performing the service. With sales income, however, you must consider the cost of creating the product 
(raw materials, labor, overhead, etc.). This inventory cost is referred to as the cost of goods sold. 

The income statement equation typically looks like this: 

 
• Revenue is what the business earned from the sale of goods and services during this period.  
• Expenses are bills (phone and Internet bill, insurance, payroll, advertising, etc.) incurred during 

this period. 
• Net income or loss is the net financial result of the business efforts during that period. It must 

be added to the Equity portion of the balance sheet, which we will discuss in a moment. 

Some examples of the types of accounts that influence net income and are reported on the income 
statement usually include: 

• Revenue 
• Advertising expenses 
• Repair expenses 
• Utilities expenses 
• Wage expenses 



Accounting Skills for New Supervisors - E-Course Notes 

 2020 Kalahari Training Institute.         16 

Sample Income Statement 

Acme Widgets (Pty) Ltd 
Income Statement 

For the Month Ended February 28, 2020 

   

REVENUE   

Widget Sales  P20,000 

Widget Installation  P1,500 

Interest Income  P500 

Total Revenue   P22,000 

   

EXPENSES   

Rent P4,500  

Utilities P1,200  

Advertising P8,000  

Wages P5,000  

Total Expenses  18,700 

   

NET INCOME (LOSS)  P3,300 
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The Balance Sheet  
The purpose of a balance sheet is to show what a company owns and owes as of a specific date. Income 
statements are prepared “for the period ending” and balance sheets are prepared “as at” a certain date. 

The balance sheet summarizes what the business owns and compares it to what the business owes. It does 
so in a standard format to make it easy to see what kind of financial shape the business is in. If a business 
has more assets than liabilities, that’s a good sign. On the other hand, if a company has more liabilities than 
assets, it might be a sign of trouble.  

BALANCE SHEET EQUATION 

The balance sheet reflects the most basic financial equation: 

 
 

• Assets are anything that the business owns. Some examples: cash, office equipment, vehicles, 
tools, real estate, buildings, and land. Bills that are prepaid (such as monthly insurance 
premiums) are also considered an asset, as are accounts receivable (money that others owe to 
you). 

• Liabilities are anything the business owes to others, including banks and suppliers. Money 
which a company owes as a result of its ongoing trading are generally called accounts payable.  

• Equity is often a measure of what the business is worth. It is the combination of profits and 
money invested in or withdrawn from the company by its owners. 

This is what people refer to as balancing the books: ensuring that this equation is always in balance. 
Accounts typically reported on the balance sheet include: 

• Accounts receivable (money owed to the company but not collected) 
• Cash 
• Equipment 
• Accounts, and notes payable  
• Prepaid items 
• Unearned revenue 
• Vehicles, land, and buildings, and their accumulated, individual depreciation (decrease in value) 

The term consolidated balance sheet refers to the “consolidation,” or adding together, of individual 
balance sheets of various related companies into one balance sheet, which shows the financial position of 
the entire group of companies. 

CURRENT VS. FIXED ASSETS 

On a balance sheet, the assets of a business are generally broken down into two groups: current assets and 
fixed assets. 

Current assets are generally considered to be anything that will be converted into cash within one year, 
such as cash, accounts receivable, and inventory. Current assets continually turn over through the 
company.  

Fixed assets are more permanent in nature. This includes vehicles, equipment, machinery, land, and 
buildings. They represent an investment in items that are necessary to carry on its normal operations. Fixed 
assets can also revolve (to purchase new equipment or update technology, for example) but usually they 
revolve very slowly. 
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Liquidity measures how quickly a company can convert its assets into cash. An ample cash balance provides 
security that the company can meet its obligations. The easier the conversion is, the more liquid the asset. 
Here is a list of current assets in order from most to least liquid: 

• Accounts receivable 
• Inventory  
• Fixed assets  

 
Sample Balance Sheet  

Acme Widgets (Pty) Ltd 
Balance Sheet 

As at February 28, 2020 

     

Assets  Equity 

Cash P2,500  Owner’s Capital P5,000 

Accounts Receivable  P7,500  Retained Earnings 
(Cumulative Net Income) 

P3,300 

Computer Equipment  P1,000  Less Withdrawals and 
Dividends 

(P300) 

Supplies (Inventory) P1,500  

Total Assets P12,500  Total Equity P8,000 

  

Liabilities    

Accounts Payable P500    

Notes Payable P4,000    

Total Liabilities P4,500    

REMEMBER: 
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The Cash Flow Statement 
WHAT IS THE CASH FLOW STATEMENT? 

The cash flow statement shows the flow of cash for an accounting period. This statement links the cash 
accounting method and the accrual accounting method: it analyzes what transactions impacted cash and 
what transactions were accruals. 

The cash flow statement is usually divided into three sections.  

Operating 

• Cash flow for day-to-day operations 
• Examples: Customer revenue, tax payments, interest, supplies purchased 

Investing  

• Cash flow generated from or consumed by assets 
• Examples: Sale of a vehicle or purchase of a building 

Financing 

• Cash flow in from selling stocks or bonds, or borrowing 
• Cash flow out from purchasing stock back, paying out dividends, and repaying borrowed money 

Sample Cash Flow Statement 

Acme Widgets (Pty) Ltd 
Statement of Cash Flows 

For the Month Ended February 28, 2020 

Cash Flows from Operating Activities  

Net Income P3,300 

Add back non-cash amortisation NA 

Subtotal P3,300 

Net Changes in Non-Cash Working Capital  

Accounts Receivable (P7,500) 

Supplies (Inventory) (P1,500) 

Accounts Payable P500 

Total cash provided by (used by) operating activities (P5,200) 

Cash Flows from Investing Activities  

Cash used to purchase computer equipment (P1,000) 

Total cash provided by (used by) investing activities (P1,000) 

Cash Flows from Financing Activities  

Cash received from the issuance of shares P5,000 

Cash received from the issuance of notes payable P4,000 

Cash paid via dividends (P300) 

Total cash provided by (used by) financing activities P8,700 

INCREASE (DECREASE) IN CASH DURING THE PERIOD P2,500 

CASH BALANCE BEGINNING OF PERIOD P0 

CASH BALANCE END OF PERIOD P2,500 
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Statement of Retained Earnings 
WHAT IS THE STATEMENT OF RETAINED EARNINGS? 

This statement shows how much of the company’s profits were kept inside the company, and not paid out 
in dividends. 

Sample Statement of Retained Earnings 

Statement of Retained Earnings for Acme Widgets (Pty) Ltd 
As At February 28, 2020 

Opening retained earnings  P0 

Add net income for the period P3,300 

Total Retained Earnings P3,300 

Minus dividends paid (P300) 

Retained earnings P3,000 
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Session Five: Keeping Score 
Now that you are developing some comfort with accounting and 
finance principles, we’re ready to take it to the next level! We also 
encourage you to continue learning everything you can about your role 
so that you can experience success. 

In this session, you’ll extend what you’re learning to include the 
essentials of single and double entry accounting. 

Understanding the Chart of Accounts 
Unless you are starting a business from scratch, you won’t need to worry about setting up a chart of 
accounts. However, you may need a new account, in which case you should understand where it fits in. It is 
also vital that you understand the hierarchy of accounts in order to understand how transactions flow 
through the business. 

First, let’s review the two key equations that we looked at earlier. 

The income statement equation is: 

 
The balance sheet equation is: 

 
Every accounting transaction involves parts of these equations. Below is a list of some common accounts in 
the chart of accounts and where they would fit into the equations. 

ASSETS 

• Cash 
• Vehicles 
• Accounts receivable (money that others owe to you) 
• Equipment and tools 
• Buildings and land 

LIABILITIES 

• Accounts payable (debts that you owe, due within one year from today) 
• Notes payable (debts that you owe, due beyond one year from today, except for mortgages) 
• Mortgages payable 

EQUITY 

• Capital (money the owner has put into the business) 
• Withdrawals (money the owner takes out of the business) 
• Dividends (money paid to shareholders and owners) 
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REVENUE 

• Money the business has earned for goods or services 

EXPENSES 

• Advertising 
• Insurance 
• Interest 
• Payroll 
• Rent 
• Supplies 
• Utilities 
• Anything that is spent to keep the business running 

Single vs. Double Entry Accounting 

There are two main methods of accounting: single and double entry. 

SINGLE ENTRY ACCOUNTING 

In general, each accounting entry has two parts: a debit and a credit. With single entry accounting it is 
possible to create a transaction that has only a debit or a credit (only one side). This method is usually used 
for very small businesses that use cash-based accounting and entries are recorded when money moves in 
or out. Single entry accounting is not popular. 

A cheque book is a good example of a single entry accounting system. You make entries in your cheque 
book as you make deposits and write checks.   

Check # Date Description Payment Deposit 
Balance 

5000 00 

101 01/01/20 Rent 1000 00   4000 00 

N/A 01/05/20 Deposit from Smith Plumbing   675 21 3324 79 

In single entry accounting, items are not simply noted in the cheque book but are actually entered into the 
accounting records. The risk with single entry accounting is that the second side of the entry is not 
ultimately made and the balance sheet does not balance. 

DOUBLE ENTRY ACCOUNTING 

This is the method used by most businesses and preferred by accountants. With this method, every valid 
entry or transaction must involve two (or more) accounts. (In fact, most accounting software packages will 
not allow you to post a single entry transaction!) Both sides – the debit and the credit – of the transaction 
must balance and this ensures that all financial statements balance. 

For example, let’s say that the business buys a P5,000 computer on credit. The company’s assets go up by 
P5,000 (the debit) but the liabilities also go up by P5,000 (the credit). As this is paid, assets (cash) decrease 
as payments are made and the liability goes down by the same amount. 

Some notes about recordkeeping: 

• Pula signs are typically not used in journals or ledgers, but should be placed in financial reports and 
statements (even if it is on the first line only). 

• Commas (to show thousands of Pula) are not required in journals or ledgers but should be placed in 
financial reports and statements for clarity. 

• Dashes or blank spaces can be used to indicate zeroes.  
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Self-Test 
Classify each of the accounts listed below. 
 

 Assets Liabilities Equity Revenue Expenses 

Wages paid during the month      

Maintenance garage      

Long-term investments      

Fees for servicing widgets      

Short term loan      

Owner’s salary      

Accounts receivable      

Office supplies      

Money from widget sales      

Accounts payable      
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Hint 

 Assets Liabilities Equity Revenue Expenses 

Wages paid during the month      

Maintenance garage      

Long-term investments      

Fees for servicing widgets      

Short term loan      

Owner’s salary      

Accounts receivable      

Office supplies      

Money from widget sales      

Accounts payable      
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Session Six: A Review of Financial Terms 
One of the essentials to learning is to apply what you know and get 
some practice. Accounting is no different as we test new 
vocabulary and concepts. 

In this session, you that you will review the financial terms that you 
have learned and see what your retention is like so far. 

Match Up! 

Beside each definition, write the appropriate term, from the 
collection below: 

Retained Earnings - Prepaid Asset - Net Profit – Liabilities – Inventory - Gross Profit -Equity or Net Worth – 
Depreciation - Cost of Goods Sold - Closing Entry - Accrued Revenue - Accrued Expenses - Accounts 
Receivable - Accounts Payable 

Term Definition 

 Total of the money owed by the company to suppliers or vendors. 

 Money due to the company from customers that have not been paid. 

 Expenses that have been incurred but are not due to be paid.  

 Revenue that has been earned but is not yet due to be paid. (Typically this is 
because it has not been invoiced.) 

Example: You are working on a six-month project and the bill will not be sent 
until the project is complete. In the accrual accounting system, you will need to 
create an adjusting entry for each of the first five months to show earnings.  

 A journal entry that moves the difference between revenue and expenses from 
the income statement to the owner’s equity. 

 Total price paid for the products being sold by the business, including shipping 
costs. 

 The decrease in value of a fixed asset over its life. This expense is spread out 
over its future life. It is considered a source of cash because it can reduce your 
tax bill. 

 What the shareholders or company owner has left after all liabilities have been 
paid. 

 Profit before expenses, interest, taxes, and other charges have been deducted. 

 The sum of finished products, work in progress, and raw materials on hand. 

 The company’s debts. 

 Profit after expenses, interest, taxes, and other charges have been deducted. 
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Term Definition 

 An asset that you have paid for but not used. For example, businesses often 
pay insurance up-front at the beginning of the year. The expense is incurred all 
at once and then the asset is redeemed over the course of the year. 

 The profits of a business that are not paid to shareholders or the owner. They 
are retained by the business, reinvested in the company, and therefore 
accumulate. 
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Hint 

Term Definition 

Accounts Payable Total of the money owed by the company to suppliers or vendors. 

Accounts Receivable Money due to the company from customers that have not been paid. 

Accrued Expenses Expenses that have been incurred but are not due to be paid.  

Accrued Revenue 

Revenue that has been earned but is not yet due to be paid. (Typically this is 
because it has not been invoiced.) 

Example: You are working on a six-month project and the bill will not be sent 
until the project is complete. In the accrual accounting system, you will need to 
create an adjusting entry for each of the first five months to show earnings.  

Closing Entry A journal entry that moves the difference between revenue and expenses from 
the income statement to the owner’s equity. 

Cost of Goods Sold Total price paid for the products being sold by the business, including shipping 
costs. 

Depreciation 
The decrease in value of a fixed asset over its life. This expense is spread out 
over its future life. It is considered a source of cash because it can reduce your 
tax bill. 

Equity or Net Worth What the shareholders or company owner has left after all liabilities have been 
paid. 

Gross Profit Profit before expenses, interest, taxes, and other charges have been deducted. 

Inventory The sum of finished products, work in progress, and raw materials on hand. 

Liabilities The company’s debts. 

Net Profit Profit after expenses, interest, taxes, and other charges have been deducted. 

Prepaid Asset 
An asset that you have paid for but not used. For example, businesses often 
pay insurance up-front at the beginning of the year. The expense is incurred all 
at once and then the asset is redeemed over the course of the year. 

Retained Earnings 
The profits of a business that are not paid to shareholders or the owner. They 
are retained by the business, reinvested in the company, and therefore 
accumulate. 
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Session Seven: Understanding Debits and Credits 
Some small concepts seem pretty straightforward on the surface, but 
they can also challenge us as we try to apply them in the proper 
context. Getting as much information and then completing an 
exercise is an ideal way to test things out. 

In this session, you’ll work with debits and credits and apply them in 
an exercise to help you retain the concepts. 

Debits and Credits Demystified 
Debits and credits can be difficult to understand. The layperson often thinks of a debit strictly as a 
subtraction. For example, when you pay your rent or put petrol in your car, money is taken out of your 
account, or debited. If they overcharge you by accident, money is put back into your account, or credited. 

In accounting, debits and credits can both be positive or negative amounts and could be either an increase 
to a balance or a decrease. For example, assets have debit balances, so if you debit an asset, you are 
increasing its balance. Conversely, liabilities are credit balances. This means that if you credit a liability, you 
are increasing it. The chart on the next page outlines how credits and debits apply to the major categories 
of accounts. 

Remember our balance sheet equation: 

 
In a healthy company, equity should be a credit balance. Consider the following: 

 
P1,000 – P500 = P500 

Unless you’re going to be an accountant (in which case you’ll need far more training than this workshop!) 
that’s about all you need to know.  

Here is a summary of account categories and whether they are a debit or credit. 

Account Category Debit Credit 

Assets (normal balance)   

Assets transactions (increase asset balance)   

Assets transactions (decrease asset balance)   

Liabilities (normal balance)   

Liabilities transactions (increase liability balance)   

Liabilities transactions (decrease liability balance)   

Capital   

Withdrawals   

Revenue   

Expenses   
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Working with Debits and Credits 

Complete the chart below. 

Remember, a transaction can fall into one of these categories: 

• Assets (transactions or normal balance) 
• Liabilities (transactions or normal balance) 
• Capital 

• Withdrawals 
• Revenue 
• Expenses 

Item Account Category Debit Credit 

Wages paid during the month Expenses   

Purchase a maintenance garage Assets (transaction)   

Purchase long-term investments Assets (transaction)   

Fees for servicing widgets Revenue   

Short term loan increase Liabilities (transaction)   

Owner’s salary Equity (withdrawals)   

Increase in accounts receivable Assets (transaction)   

Office supplies Expenses   

Money from widget sales Revenue   

Accounts payable decrease Liabilities (transaction)   

End of the month assets balance Assets (normal balance)   
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Hint 

Item Account Category Debit Credit 

Wages paid during the month Expenses   

Purchase a maintenance garage Assets (transaction)   

Purchase long-term investments Assets (transaction)   

Fees for servicing widgets Revenue  

Short term loan increase Liabilities (transaction)  

Owner’s salary Equity (withdrawals)   

Increase in accounts receivable Assets (transaction)   

Office supplies Expenses   

Money from widget sales Revenue  

Accounts payable decrease Liabilities (transaction)   

End of the month assets balance Assets (normal balance)   
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Session Eight: Your Financial Analysis Toolbox 
As you learn more about accounting skills, we hope that you are 
becoming more comfortable in being able to describe what you are 
seeing. This will help you apply your new skills competently in your role 
as supervisor. 

In this session, you’ll learn to identify and analyse data, read annual 
reports, and apply that information to decisions. 

Identifying the Relevant Data 
The financial statements that we have looked at so far (the balance sheet, profit and loss statement, cash 
flow statement, and statement of retained earnings) will often provide the basic information necessary for 
many decisions. A company’s annual report can be another good resource.  

Additional reports can include: 

• Inventory valuation reports 
• Shareholder’s equity statements 
• Budgets (including actual figures at end of year and summary of variances) 
• Industry averages 

What are some other types of reports used in your company? 

 
 

Analysing the Data 
USEFUL RATIOS 

Once you have the basic data in place, it’s time to analyse it. Ratio analysis can get very complicated, but 
we’d like to provide a few basic ratios for you to get started with. The ratios that we discuss here will give 
you some key measurements for analysing a company’s health. Ratios also enable you to compare one 
company against industry standards. 

CURRENT RATIO 

This is possibly the most common ratio used in the business world. It’s usually presented like any other 
ratio, with two numbers separated by a colon. This ratio compares assets to liabilities – in other words, 
what the company owns vs. what it owes. This can give you a quick picture of the health of a company. 
Anything above 2:1 is considered acceptable.  

The formula for current ratio is: 

 
So, if we used the numbers from our sample balance sheet in Session Four: 

 
We could calculate that Acme Widgets (Pty) Ltd has a current ratio of about 2.6:1. 



Accounting Skills for New Supervisors - E-Course Notes 

 2020 Kalahari Training Institute.         32 

QUICK RATIO 

This ratio is very similar to Current Ratio, except that it removes inventory from the calculation of assets, on 
the assumption that inventory is harder to liquidate than other assets. Anything above 1.5:1 is considered 
acceptable. 

The formula for the quick ratio is: 

 
NET AND GROSS PROFIT MARGIN 

These two ratios measure the amount of money that the business earns as a percentage of overall revenue. 

Gross profit margin takes into account only 
the cost of making the product or service. 
Therefore, its equation looks like this        

 

The net profit margin shows what the 
business has earned after selling its 
products and paying all expenses – the true 
bottom line. Its equation is         

 

The results of both equations are expressed as a percentage. 

CAUTION! 

Some words of caution when using ratios: 

• Take the time to look up industry averages on the Internet. This will give you a good benchmark to 
start from. 

• If you are comparing two companies, be sure that they are in the same industry. 
• Ratios are best used to compare small companies or fairly independent divisions of large 

companies. 
• Watch out for distorting factors, like unexpected disasters in the company or large windfalls. If you 

are unsure, calculate ratios using figures from several different intervals and compare them.  
• Never depend on ratios alone! Gather all the information you can about the company and use 

ratios as one piece of the puzzle. 
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Reading Annual Reports 
An annual report typically summarizes the company’s fiscal year. Unlike a financial statement, where the 
format is typically laid out by a governing agency, financial and annual reports can appear in many forms. 
They are often padded and groomed to give the best impression of the company possible. This isn’t to say 
that they don’t contain good information – you just have to look a little harder. 

A typical annual report contains the following sections: 

• Letter from the CEO 
• Highlights of the past year 
• Goals and plans for the next year 
• Financial statements (balance sheet, income statement, cash flow statement, and statement of 

shareholder’s equity) 
• Footnotes 
• Summary of corporate information 
• Analysis and conclusions 
• Report by independent auditors 

GETTING READY 

Ignore fluffy pictures, fancy signatures, and glossy paper. Anyone can pay to have an annual report 
published in a sexy format. 

STEP ONE: REPORT BY INDEPENDENT AUDITORS 

Read the report by the auditors, typically located at the back of the report. Typically, this should affirm that 
the statements were audited in accordance with all laws and according to generally accepted accounting 
principles and that the financial statements fairly present the results. Statements like, “as reported by” can 
mean that some information is dependent on individual statements rather than hard facts. 

If the report by auditors emphasizes items in the report, that is usually a red flag. Make sure you investigate 
these items thoroughly. 

STEP TWO: FOOTNOTES 

The footnotes provide explanation and context to the financial statements. Things to look for: 

• An excessive amount of footnotes, or footnotes that are excessively confusing. Is the company 
trying to hide something? 

• Changes in accounting, depreciation, and/or inventory methods that do not seem justified. 
• A “big hit” or “big bath” means taking three years’ worth of losses in one quarter. You’ll often see 

this happen when a new CEO takes over because he wants to start with a clean slate. By taking a 
big bath it may be possible to turn out good results later. 

• Equalization or expense deferral, to conceal or create big gains. 
• “Taking a percentage of completion” means reporting part of a long-term contract even if no 

money has been received. This will help spread the profits from the contract over a longer period of 
time and reduce the tax impact. 

STEP THREE: FINANCIAL STATEMENTS 

The real meat of the report is the financial statements: balance sheet, income statement, cash flow 
statement, and statement of shareholder’s equity. Each report should have last year’s figures and some 
comparative numbers for prior years so that users can see the change. If past history isn’t included, ask for 
it (or at least an explanation of why it isn’t there). 

Note that typically these statements differ from the ones sent to tax agencies. If the company is publicly 
traded, the financial statements submitted for tax purposes should be publicly available. The financial 
statements for private companies are not widely available.  

Here are some other tips for looking at the various financial statements in an annual report. 
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Balance Sheet 
• Look for trends and major changes over the past few years. 
• Calculate the current ratio if appropriate. 
• Compare asset values to similar companies. 
• Watch for an increase in long-term debt. This could signal trouble. 
• If most of the assets are made up of profits from previous years, then the bottom line might not be 

as good as it first appears. 

Income Statement 
• Here you can see whether the company made a profit or a loss. 
• Calculate the gross and net profit margins and compare to industry averages. Has it changed from 

prior years? Is it better or worse? 
• Obviously, we want the bottom line to be positive and we want it to grow each year. 

Cash Flow Statement 
• Review what investments have been made. Are they making investments to keep necessary 

equipment up to date? Are they wise investments? 
• Check the Financing section. Is the company borrowing more money or is it repaying debt? 

Statement of Shareholder’s Equity 
• Review the history of this statement. 

STEP FOUR: LETTERS AND ANALYSIS 

Next look at the CEO’s letter. To help you get to the bottom of it, use the 5 W’s and the H of good 
reporting: 

• Where has the company been and where is it going? 
• What are the overall goals of the company? 
• When and how is it going to achieve its goals? 
• Why is the CEO taking the direction that they have chosen? 
• Who will lead the company’s efforts? 

Watch out for: 

• A lot of words that mean nothing. This could just mean that the letter is poorly written, or it could 
mean that the CEO has something to hide. 

• A message that is different from the rest of the report. 
• Weak words like “working towards” or “except.” 
• Apologies and excuses. 

In the other prose areas (summary, conclusion, highlights, etc.) check for: 

• Legal disputes 
• Qualifications of board of directors, top management, and auditors 
• Excessive sale of stock 

Case Study 
Look at the annual report for your company and answer the following questions. 

What sections does the annual report have? 

 

How would you summarize the company’s previous year? 
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How would you summarize plans for the company’s next year? 

 

What is the company’s current ratio? What is the quick ratio? 

 

What is the gross and net profit margin? 

 

What major debts and assets does the company have? 

 

Did the company report a profit or loss for the given year? What about previous years? 

 

What footnotes are present? 

 

What red flags do you see? 

 

What other information would you want to know about this company? 

 

What are your conclusions about this company? 
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Using Charts and Graphs 
If you’re having difficulty wrapping your head around a pile of numbers and figures, try creating a chart or 
graph. Some common types of charts are described below. 

COLUMN AND BAR CHARTS 

• Good for displaying several types of items.  
• Example: Profits by different departments. 

Here is an example of a column chart: 

 
Here is the same data shown as a bar chart: 
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CHARTS 

• Good for displaying trends.  
• Example: Profits from different departments over several years. 

 

 
 
PIE CHARTS 

• Good for showing how a particular value is made up. 
• Example: Showing the breakdown of the overall company’s profit. 

 

 
 

When creating charts, make sure to choose the appropriate chart type. We recommend staying away from 
3D charts as they can sometimes skew the data. Keep your formatting simple so that your audience focuses 
on the message.  
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Using Ratios for Decision Making 
BREAK-EVEN POINT 

Identifying the break-even point for a particular project is a good way to evaluate whether or not a new 
idea has the ability to make money. The formula is: 

 
Fixed costs are those that remain the same regardless of the level of production, like rent or office 
equipment. Variable costs encompass the materials and labor required for the product. These items are 
used more or less depending on how much product is produced. 

Let’s say that you want to make a new kind of gadget. The fixed cost for each gadget will be P50. The 
variable costs will be P5.56 for each gadget. The break-even sales point, therefore, is P55.56. Selling your 
product for any less than this would result in a loss. 

COST-BENEFIT ANALYSIS 

Another type of analysis that can be as simple or complex as required is cost-benefit analysis. This allows 
you to compare what an opportunity will cost versus the expected payoff. 

Let’s say that you’re trying to decide between two robots to help you make widgets. 

 Robbie the Robot Rachel the Robot 

Widgets Produced Per Hour 75 60 

Value of Widgets Produced Per Hour 
(P5 sale price each) 

75 x 5 = 375 60 x 5 = 300 

Cost of Units Produced 75 x 1.5 = 112.50 60 x .25 = 15 

   

Total Value – Total Cost =  
Estimated Benefit 

375 – 112.50 = 262.50 300 – 15 = 285.00 

Initially, Robbie seems like the better choice if we just look at how many widgets produced per hour. 
However, Rachel has an overall better benefit, and therefore seems to be the better buy. 

RETURN ON INVESTMENT 

This calculation enables you to see what a particular investment has returned, giving you a percentage that 
easily allows you to see how this investment has performed. The basic equation is: 

 
The result is then expressed as a percentage, which gives you the return on investment. 
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Let’s say that you put P100 into a savings account. Over a period of 20 years, you got P10 back in interest. 

 
Your return on investment, then, is 10%. Please note that when performing this calculation in the real 
world, there can be many other factors affecting it and therefore complicating it. This is only the basic 
formula. 

A FINAL WORD 

As a supervisor, you get paid to make profit happen. Since you are expected to control costs and improve 
profits, you have to be relentless in your search for better ways to do things. Competition is fierce and you 
can’t take profit for granted. Nor can you decide you don’t need profits. Profits are an absolutely essential 
part of doing business, unless you work in a non-profit industry. Even then, you must work toward a break-
even rather than a loss. 

Will cutting prices and spending more Pula on advertising increase your profit? Remember that profit is a 
two-headed beast: it comes from making sales or providing service and controlling costs. 



Accounting Skills for New Supervisors - E-Course Notes 

 2020 Kalahari Training Institute.         40 

Session Nine: Identifying High and Low Risk Companies 
Taking a look at the bigger picture, you can dive into financial 
information to really get at the heart of what a company does, how 
profitable they are, whether they are being honest about their 
operations, or not. 

In this session, you’ll start to differentiate between high and low risk 
companies by doing a close analysis of their situations. 

General Guidelines 
LOW-RISK COMPANIES 

Low-risk companies typically offer low shareholder returns but have lots of equity. This makes the company 
more secure and less likely to fail. Its assets exceed its liabilities by a large margin. Banks, insurance 
companies, and well-established brand names often fall in this category. 

Financial numbers for a low-risk company usually look like this: 

• 70-30 split between current and fixed assets 
• 25% or less of liabilities are current 
• 15% or less of debt is long-term 
• Shareholder’s equity is around 50-60% 

HIGH-RISK COMPANIES 

These are the companies that take bigger risks, or are in riskier business segments, and (sometimes) can 
make the big gains under the right circumstances. These companies can offer investors the allure of high 
returns but you must remember that they therefore have higher risk. Their funding typically comes from 
outside the business and therefore they have little equity but higher debt. You may see fast growth but you 
will also likely see a big fluctuation in earnings. 

Financial numbers for a high-risk company usually look like this: 

• 30-70 split between current and fixed assets 
• 25% or more of liabilities are current 
• 45% or more of debt is long-term 
• Shareholder’s equity is around 35% 

NOTE 

Remember: 

Current assets are generally considered to be anything that can be converted into cash within one year. 

Fixed assets are more permanent assets, such as vehicles, equipment, machinery, land, and buildings.  

STAY UP-TO-DATE 

Another way to evaluate a company’s risk level is to check their industry and operating location’s risk level 
and predictions via a reputable rating website. (As of this writing, www.coface.com was an industry leader. 
KTI assumes no liability or responsibility for the content or accuracy of third-party websites.) 
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Case Study 

Look at the annual report for your company and answer the following questions. 

Would you classify your organization as high or low risk? 

 

What information did you use to reach that decision? 

 

 

Report Read Key Statistics Risk Level 
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Session Ten: The Basics of Budgeting 
No matter what your role is in your company, you’ll need to keep your 
finger on what’s budgeted and what’s being spent in your area of 
responsibility. Doing so will avoid any nasty surprises through the 
year! 

In this session, you’ll learn what a budget is, what the budgeting 
process looks like, and put the concepts to work for you. 

Defining a Budget  
WHY ARE BUDGETS IMPORTANT? 

A business shouldn’t open its doors without having some idea of what to expect, and it shouldn’t close its 
doors without knowing what happened. A business should also plan and prepare for its future. One way to 
do this is to budget, to plan ahead for future income and expenses.  

Budgets provide the baseline against which to measure actual performance. The actual performance of an 
organization is documented by the accounting system and the reports it generates. Supervisors should 
compare expected performance against actual performance. With this information, supervisors with 
budget responsibilities act as physicians to assess the current financial health of their organization. They 
should look for areas where they have done well and areas that need attention. 

If the latest report from the accounting office says sales are too low compared to budget, the sales 
manager has to figure out why. If overtime costs are running too high, the production manager has to 
figure out why. And if there are too many rejects on the shop floor, it may be up to the quality control 
officer to figure out why. 

Why should we bother with budgets in this age of change? Sometimes, you go through all that work and 
then senior managers make changes that knock your whole budget for a loop. However, even though 
planning is becoming more and more difficult, we still must plan in order to maintain focus and prevent 
wasting resources. A budget is an educated guess that reflects your long-term plans. Planning is the key 
characteristic of budgeting. 

What types of budgets have you seen? 

 

Possible answers: 

• Capital budget: Plan to acquire fixed assets to support the operations of a business. 
• Cash budget: Highlights the flow of cash throughout the year to pinpoint shortages and excesses. 
• Fund budgets: Where an amount of money is allotted to a general item (such as hospital 

improvement, for example) by law or executive decision, with no clear idea on how it will be spent. 
• Labour budget: Lists all employees and the salary or wages budgeted for each position. 
• Line-item budget: A list of specific items that will be evaluated one by one. 
• Production budget: Takes the sales budget and its estimate of quantities of units to be sold and 

translates these figures into the cost of labour, materials, and other expenses required to produce 
them. 

• Sales budget: Where expenses and sales are plotted out in dollars. 
• Variable budget: Where expenses are plotted out as a percentage of sales. 
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WHERE DOES THE BUDGET FIT IN? 

Your budget should flow down from your company’s plan, like this: 

 
The Budgeting Process 
The budgeting process typically has six steps. 

 
STEP ONE: GATHER THE BUDGET PACKAGE 

If you are in charge of preparing a budget, your organization will usually give you a budget package. 
Typically, this contains: 

• Company-wide budget and goals 
• Description of your department and its goals as laid out in the strategic plan 
• Business or performance indicators 
• Past financial statements and budgets 
• List of accounts and profit and cost centers involved 
• Proposed budget, if there is one 
• Allocated budget amount, if there is one (Sometimes you are given a pot of money to budget; 

at other times you need to determine what you need and then fight for it!) 
• Templates for completing the budget 

If you aren’t given this information, then go out and find it! 

STEP TWO: LAY THE GROUNDWORK 

If you dive into the budget package right now, you won’t be able to find your way out! Before you get into 
things, outline a few key pieces of information. 

• How detailed is the budget supposed to be? Should you go down to each line item in thebes, or is 
general categories in the thousands enough detail? 

• How will the budget be monitored? 
• Will a review and adjustment take place at any point in the year? 
• Is there an allocated budget amount given to you, or will you need to make a case to receive funds? 
• What kind of evidence will you need to back up your budget? 
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STEP THREE: IDENTIFY YOUR GOALS AND DELIVERABLES 

You should also note what high-level goals your budget must have. 

Some examples: increase sales by 20%, hire two new staff, or increase production by 5%. 

Then, make a list of the end deliverable(s): a detailed budget, for example, or a list of new projects and 
estimated expenses. 

STEP FOUR: GATHER YOUR RESOURCES 

Next, make sure you have all the information you will need. Make a list of additional sources of information 
and people who can help you out if you get stuck. 

STEP FIVE: PLAN YOUR WORK 

Now you can create a detailed plan of what needs to be done, when it is due, and how you’re going to do it. 
Make sure you leave enough time to let the budget sit for a few days and then to do a thorough review. 

STEP SIX: DO IT! 

Now that the groundwork is in place, you can start working through the budget package. (If you don’t have 
a budget package, you should still have enough information about what is expected of you to complete the 
required documents.) Delegate tasks where appropriate, but make sure you maintain final control over 
decisions. And, always double-check the numbers (even your own!). 

The Basics of Budgeting - Case Study 
BACKGROUND 

You are the head accountant for the IT department at Too-Cute Teddy Bears (Pty) Ltd. You have been given 
your budget package for the upcoming fiscal year. It includes the following information: 

• The budget has been decreased from P750,000 last year to P500,000 this year. 
• P100,000 of the budget must be spent on new software for the accounting department. 
• At least 100 employees must be trained. Training is now P500 per day per person. 
• A wage and hiring freeze is still in place from last year. 

TASK 

Create a budget based on the information given above, and the figures in the table below. 

Expense Categories Last Year’s 
Projected Budget 

Last Year’s 
Actual Amount 

Your 
Budget Notes 

Training P75,000 P80,000   

Wages P150,000 P150,000   

Software Upgrades P150,000 P200,000   

Hardware Upgrades P260,000 P300,000  

Major upgrade done 
last year; no work 
should be needed this 
year 

Office Supplies P15,000 P12,000   

Emergency Fund P100,000 P95,000   

Total P750,000 P837,000 P500,000  
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Hint 
 

Expense Categories Last Year’s 
Projected Budget 

Last Year’s 
Actual Amount 

Your 
Budget Notes 

Training P75,000 P80,000 P85,000 Required and 
optional training 

Wages P150,000 P150,000 P150,000  

Software Upgrades P150,000 P200,000 P150,000  

Hardware Upgrades P260,000 P300,000 P25,000 

Major upgrade done 
last year; no work 
should be needed this 
year 

Office Supplies P15,000 P12,000 P10,000  

Emergency Fund P100,000 P95,000 P80,000  

Total P750,000 P837,000 P500,000  
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Session Eleven: Working Smarter 
Working smarter is as much about learning to make the tools work 
for you as it is about knowing what to do with the tools. Technology 
can streamline what we do and make your job easier, if we use it to 
its full potential. 

In this session, you’ll learn some of the essential supports that you 
need to go along with your new accounting skills. 

Computer Survival Skills  
In this day and age, most tasks are accomplished electronically, particularly in the financial sector. Very few 
businesses do their books by hand anymore. Here is a list of computer skills that anyone involved in finance 
should have. 

INTERNET AND E-MAIL 

• Solid overall understanding of Internet browsing and company’s e-mail application 
• Good understanding of how to efficiently search the Internet  
• Repository of appropriate financial and industry journals and resources saved in Internet browser 
• E-mail and mail subscriptions to appropriate financial and industry journals set up 
• Able to attach files to outgoing e-mail 
• Able to open files received in e-mail 
• E-mail organizational system has been created and is used 
• Help resources have been identified 

WORD PROCESSING  

• Solid overall understanding of the application 
• Repository of required templates (provided by company or user-created and company approved) 

has been created and is kept up to date 
• Able to create reports with a table of content, page numbers, index, and table of figures 
• Able to insert snapshots of reports from other programs 
• Able to link files from other programs to a word processing document 
• Able to print and e-mail documents 
• Help resources have been identified 

SPREADSHEET PROCESSING  

• Excellent overall understanding of the application 
• Repository of required templates (provided by company or user-created and company approved) 

has been created and is kept up to date 
• Good understanding of formulas and functions 
• Able to create basic spreadsheets with multiple worksheets 
• Able to manipulate data 
• Able to create graphs and charts 
• Familiar with data manipulation tools, such as lookup equations, goal seek, equation solvers, and 

scenario management tools 
• Able to print and e-mail documents 
• Help resources have been identified  
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IN-HOUSE FINANCIAL SYSTEM (IF APPLICABLE) 

• Excellent overall understanding of the application 
• Repository of required templates (provided by company or user-created and company approved) 

has been created and is kept up to date 
• Excellent understanding of entire document flow, from initial transaction to journal to ledger 
• Easily able to perform daily tasks 
• Able to identify how data flows in and out of the system 
• Able to export data to other applications 
• Able to create required reports 
• Able to identify where information for other key reports comes from 
• Able to print and e-mail documents 
• An understanding of how the system is used for tax and auditing purposes is often useful 
• Help resources have been identified 

Things to Consider When Choosing Accounting Software 
With the proliferation of the PC and computerized accounting packages, many companies do their 
bookkeeping digitally. However, some companies choose to do their bookkeeping by hand. How do you 
decide what accounting method to use? 

Here’s a list of things you should consider when you’re trying to decide what software package to use, if 
any. 

• Why do we want to upgrade? 
• What is the initial investment? (Make sure you include the cost of software and any computer 

upgrades that will be necessary, as well as time or resources needed to set these components up.) 
• What will the cost be later on? (Make sure you consider upgrades or annual fees.) 
• Will we need training? How much will that cost in time and money? 
• What support options are available? 
• Will this software improve my company’s productivity? (In the short term, probably not, but in the 

long term, the benefits should be significant. Otherwise, it’s not worth it.) 
• Will this software grow with my company? 

If you do decide to go digital, treat the purchase like any other. Make sure you: 

• Evaluate at least three software packages. 
• Get trials and use them (if possible). 
• Talk to people who have used this software and dealt with their technical support. 
• Get prices from at least three places. 
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MAKING CONNECTIONS 

What are some of the most popular accounting packages? What are their advantages and 
disadvantages? 

 

What are the advantages and disadvantages to manual bookkeeping? 

 

What system does your company use? What are its advantages and disadvantages? 

 

What are the benefits to both small and large businesses?  

 

Will we ever achieve the paperless office? 
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Session Twelve: People and Numbers  
The reality of being responsible for money is that it has an impact on 
every single operation within the organization. The chairs you sit in, 
the work stations you stand at, the computer you use, and the 
people that you work with are all a part of the company’s finances. 

In this session, you’ll look at the influence that your decisions have 
on the people that you work with, and what it all means. 

MAKING CONNECTIONS 

An employee asks for a raise that they deserve but that the company can’t afford. 

 

Hint: 

First, let the employee know that they are valued, and if the company could afford to give them a raise, you 
would. See if you can give them any other information, such as when a raise may be considered. And, ask 
the employee if there is anything else you can do for them that is within your power. 

An employee asks for a raise that they don’t deserve but the company can afford. 

 

Hint: 

First and foremost, be honest. Explain to the employee what they need to do to obtain a raise, and what 
that raise will be. Also, reinforce what they are doing well. Make sure that you set weekly or monthly 
meetings to evaluate the employee’s performance and to keep them on track. 

Someone has to be laid off. 

 

Hint: 

Laying people off is never fun. First, make sure that the people who are going to be laid off are dealt with at 
once. (If it’s just a handful of people, they can be dealt with back-to-back.) Explain the facts and the 
consequences. Let them know if this is temporary or permanent, and provide information about 
unemployment benefits (or direct them to someone who can). 

Someone’s pay has to be cut. 

 

Hint: 

Similar to dealing with layoffs, make sure that everyone knows about it in as short a time frame as possible. 
Explain the facts and the consequences. Let them know if this is temporary or permanent, and what other 
changes they can expect. 
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An expense report doesn’t look correct. 

 

Hint: 

You may be in a position where others present facts and figures to you. What do you do if their report just 
doesn’t look right? First, do some research. 

• Look at past reports of the same type. 
• Is this a one-time thing or an ongoing problem? 
• Does the error appear intentional or accidental? 
• How confident are you that the information is incorrect? 
• Can you get the same figures from someone else? 

If you’re confident that the report really isn’t right, and that it was an error, talk to the person directly. If 
this is a one-time mistake, treat it as an honest mistake and have the employee correct the problem. 

If this appears to be a more serious problem, like an ongoing attempt at padding a report, talk to your 
human resources department or your legal counsel. 
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Session Thirteen: Personal Action Plan 
Now that you have completed this course on Accounting Skills for New Supervisors, how will you use the 
things you have learned? Creating a personal action plan can help you stay on track and on target. When 
you take responsibility for yourself and your results, you get things done! 

In this session, you will be asked questions to help you plan your short-term and long-term goals. This final 
exercise is a way for you to synthesize the learning that you have done and to put it into practice. 

STARTING POINT 

I am already doing these things well: 

 

WHERE I WANT TO GO 

I want to improve these areas: 

 

I have these resources to help me: 

 

HOW WILL I GET THERE 

 

As a result of what I 
have learned in this 
course, I am going 
to… 

My target date is… I will know I have 
succeeded when… 

I will follow up with 
myself on… 

Ob
jec

tiv
e 1

     

Ob
jec

tiv
e 2

     

Ob
jec

tiv
e 3
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Summary 

Congratulations! You have completed the course "Accounting Skills for New Supervisors." 

We began this course by learning the basics of accounting. First, we learned about the cycle of finance and 
generally accepted accounting principles (GAAP). We also explored key financial players in any 
organization and what organizations govern the finances of the world. 

Next, we moved onto accounting methods and the accounting cycle. We also completed a case study to 
apply what we learned so far. 

After that, we learned about financial reports, including the income statement, balance sheet, cash flow 
statement, and statement of retained earnings. Then, we looked at the chart of accounts and single vs. 
double entry accounting. 

We took a break to review some of the terms that we learned so far, and then we moved onto debits and 
credits. After that, we learned how to identify and analyze financial data using ratios. We also learned 
how to use ratios with decision making, how to read annual reports, and how to use charts and graphs. 

With a good understanding of decision making tools, we learned how to apply these concepts to financial 
data to identify whether a company is high or low risk. 

Then we moved onto budgeting. First, we defined what a budget is and learned about the budgeting 
process. Then, we completed a case study to help us get practice with budgeting. 

To wrap up the course, we covered some basic survival skills, including fundamental computer skills, how 
to choose an accounting package, and how to deal with common financial situations involving your staff. 

You should now feel ready to perform basic accounting functions, prepare and manage a basic budget, 
and handle everyday financial situations as a supervisor. 
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Recommended Reading List 
If you are looking for further information on this topic, we have included a recommended 
reading list below. 
 
Brookson, Stephen. Essential Managers: Managing Budgets. DK Publishing, 2000. 

Kemp, Sid. Budgeting for Managers. McGraw-Hill, 2003. 

—. Perfect Solutions for Difficult Employee Situations. McGraw-Hill, 2004. 

Siciliano, Gene. Finance for Non-Financial Managers. McGraw-Hill, 2003. 

Tracy, John A. How to Read a Financial Report. Wiley, 2009. 

Weaver, Samuel C., and J. Fred Weston. Finance and Accounting for Nonfinancial Managers. McGraw-Hill, 
2001. 


