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INFRODUCTION

THE BUSINESS

FINANCIAL MODEL

Sources of Funds, Uses of
Funds, making profit, summary

CLASSIFICATION

OF EXPENDITURE
Why classify? Capital or
Revenue? control

FINANCIAL REPORTS
Introduction

(1)

€]

67)
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THE BALANCE SHEET
Use of Funds (Fixed Assets,

Working Capital), Source of Funds,
the balancing act, published format

PROFIT AND LOSS ACCOUNT

Profit is not cash, operating profit,
financing costs, published format

APPENDIX ONE
Jargon explained

APPENDIX TWO
Calculating depreciation

(87)

(135)

(183)

(199)

This symbol refers the reader back to a
previous section where the item or term

has already been explained




3B )
UNGLUE Z: %) (9
WeEXRE.HEEH KA. S
&

T2 (67)
Wit A mEETHER
BiAtE T BH
MERE (79)
515

87
BeMHEERE " BiER
£) . BERE FHEORE. 2
FRE
R
A RA L E W FE BT
BA NI R

ArEREER

(135)

R 1 (183)
RIBHBE
MR 2 (199)
AT IH

3 G VR L B % B I ) 3R
HACARMMEREREENTT
3 23




INTRODUCTION

S|

e

=]




@

\.

INTRODUCTION
CONFUSED?

cmdllors

Dep‘ecia\‘\on

Many people are discouraged in their aitempts to understand financial statements
by the jargon accountants use ... and a fear of numbers!
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INTRODUCTION
DON'T BE PUT OFF!

Use the Structured process:
Step One: Develop a ‘common sense’ model of business finance

Step Two: Understand the impact of capital and revenue expenditure on this
Business Financial Model
Step Three: Extract from this Model the

- Balance Sheet
- Profit and Loss Account
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INTRODUCTION
COMMON MISCONCEPTIONS

Listed below are some of the more common misconceptions we, the authors,
encounter in our training sessions. See if any of them seem familiar ...

o ‘The Balance Sheet tells me the value of the business’

e ‘At the year-end the retained profit must be somewhere; in the bank,
or the accountant’s drawer’

e 'If the company's share price rises it has more money’

e 'If | compare the results of two businesses, the one which has made more
profit has done better’

¢ 'The accountant balances the Balance Sheet by entering a baiancing
figure somewhere ... probably profit’

These misconceptions will be dealt with at appropriate points in the book.
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THE BUSINESS FINANCIAL MODEL
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THE BUSINESS FINANCIAL MODEL
INTRODUCTION

In this section a Business Madel is developed which explains in straightforward
terms how money works within the business.
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