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Spread sheet accounting system

Where a business has very few transactions and management are able to gauge the operating income and solvency by viewing the cash book running balances and expenses and income as analysed in the cash book, then
preparation of trial balances and financial statements may only be required once or twice a year. Then spread sheets can be used to ascertain the accurate financial position as and when required.

The cash book can be prepared on a spread sheet with the bank column on the left-hand side and the income and expense columns spread across the page. The general ledger can also be prepared using a spread sheet with the
ledger accounts reflected on the left-hand side of the page and the balances forward in the first column and the current year transactions in the columns to the right. The year end totals will then be reflected in the right-hand
column by cross casting the figures reflected in the line on which each ledger account name is recorded. This can be done manually or electronically by using electronically designed spread sheets. The electronic spread sheets
provide functions for adding across the page or down the columns. The spread sheets are also designed so that there are columns spread across the page which one can

adjust the width of to accommodate the figures and totals which are entered or generated in those columns.

When designing your general ledger spread sheet it is ideal to reflect the income and expenditure accounts in the top section of the spread sheet so that one can total the top section of the spread sheet to establish the profit or
loss for the year, or period if the time frame is less than a year. One then adds from the subtotal to the end of the column to balance the general ledger, the asset and liability accounts being in the bottom section of the spread
sheet.

When using the electronic spread sheet, one uses positive and negative numbers. If one uses the positive cash book balance as a positive number then one must use a negative sign when recording the payments and a positive sign
for deposits. When recording the total of these transactions in the general ledger spread sheet one has to transpose the signs. Because the cash book forms part of the general ledger one is required to cross post to the expense
and revenue accounts. Also, it must be remembered to only record the movement in the bank account balance. Often it is a good idea to just journalise the cash book movements for the period especially where there are a lot of
entries in the sundries column. If one uses too many columns in the cash book, then there is a problem printing the cash book as most printers are limited to A4 and A3 paper sizes.

When using spread sheets, one may either work on a payment basis recording expenses and sales as and when payment take place or raise debtors and creditors via sales journals and purchase journals, and then record receipts
from debtors as such in the cash book spread sheet and payments to creditors in the creditors column in the cash book spread sheet. If one works on the receipts and payments basis, then one must raise the outstanding sales
invoices at the year end date by journal entry and similarly the amounts owing to creditors are raised by journal entry.

Example 1
Below is the cash book of ABC Electronics Ltd, a company supplying and installing sophisticated manufacturing plant which it sources from a local importation agent. This company relies on its expertise in installing complicated
electronic equipment and work is sourced by word of mouth and referals from importing agents of electronic equipment. The cash book has been prepared for the first two months of the year.

ABC Electronics Ltd
Cash Book year ended 31st December 2020

Printing
Advert Bank Motor & Computer  Salaries COS Sales Sundries

Date  Details Totals Expenses Charges Expenses Stationery  Phones Exp
Jan Balance 600000 600000

Rix plc -60000 -60000

X Fuel Station -300 -300

Dixon Stationers -400 -200 -200

Belcom -500 -500

Spes - invoice 60 120000 120000

Mr T -salary -3000 -3000

Ledger fees -100 -100
Feb Rix plc -80000 -80000

BBC - advertising -4000 -4000

Highline Services -700 -700

Trax - invoice 61 160000 160000

Mr T -salary -3000 -3000

Belcom -600 -600

Ledger fees -150 -150
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Kax Stationers -200

-200

727050

-250 -1000

-400

-1100

-200
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Below are the journal entries of ABC Electronics Ltd. The cash book has been journalised in order to change the signs to accommodate the cross posting and to limit the cash book to an A 3 width for the purpose of printing the

working papers. The journal credit entries have a minus in front of them which accommodates linked entries between work sheets in the spread sheets if this facility is provided.

ABC Electronics Ltd

Journal entries year ended 31st December 2020

Advertising

Bank charges
Computer expenses
Motor expenses
Printing and stationery
Salaries

Telephones

Cost of sales

Bank account

To Sales

Being cash book entries for two months

J-1 4000
250

200

1000

400

6000

1100

140000

127050

Depreciation

lo Provision for depreciation - computers

lo Provision for depreciation - Furniture

lo Provision for depreciation - motor vehicles
Depreciation for two months

J-2 6167

Salary Mr Zeet
To Loan account Mr Zeet
Salary for Mr Zeet now determined

J-3 20000

The general ledger of ABC Electronics Ltd is as below

ABC Electronics Ltd

General ledger for year ended 31st December 2020

Advertising
Bank charges

Balance
B/ fwd JENo 1,
4000
250

-280000

-1667

-500
-4000
-6167

-20000

JE No 2,

JE No 3,

Total

4000
250
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Computer expenses 200 200
Depreciation 6167 6167
Motor expenses 1000 1000
Printing and stationery 400 400
Salaries 6000 20000 26000
0

Telephones 1100 1100
0

Cost of sales 140000 140000
0

Sales -280000 -280000
Profit for period -100883
Computers 30000 30000
Provision for depreciation - computers -10000 -1667 -11667
Furniture 20000 20000
Provision for depreciation - furniture -7000 -500 -7500
Motor vehicles 120000 120000
Provision for depreciation - motor vehicles -24000 -4000 -28000
0

Loan Mr Zeet -729000 -20000  -749000
0

Bank account 600000 127050 727050
0 0 0 0 0

The above general ledger spread sheet has been prepared using an electronic spread sheet package. The benefits being that the additions both across the page and down the page are performed automatically once the addition
functions are activated. This also allows for easy changes when entries need to be changed due to entries being overlooked or management salaries being adjusted after the initial profit has been determined.

Spread sheets are often used by management of companies with sophisticated accounting packages during the year to avoid raising and reversing certain provisions which may alter during the year and some of these provisions are
only determined with absolute accuracy at the year-end date. Today trial balances can be electronically imported into a spread sheet at the touch of a button, estimates of bad debts, closing stock figures, provisions for court
actions, can be made which may alter significantly by the year-end and are therefore made outside the general ledger until such time as the final figures are available.

Spreadsheets
Spreadsheets are ideal for fixed asset registers. Limited companies are obliged to maintain a fixed asset and below is an example of the fixed asset register of ABC Ltd

Furniture and equipment
Year ended 31st December 2022 - depreciation at 15 % per annum on residual value

Residual Balance Deprec Balance
Details Date acquired Cost Value 2021.12.31  2022.12.31 2022.12.31
Credenza 1st July 2021 420 84 336 50 286
Filing cabinet 1st July 2021 570 114 456 68 388
Swivel chair 1st July 2021 525 105 420 63 357
Chair 1st July 2021 200 40 160 24 136

Chair 1st July 2021 200 40 160 24 136



Chair
Table
Table

Meeting table

Carpets
Blinds

1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st Oct 2021

200 40 160 24 136
440 88 352 53 299
440 88 352 53 299
2450 490 1960 294 1666
12321 2464 9857 1478 9857
4685 937 3748 562 3748
22451 4490 17961 2693 17308
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In the above example the residual value is estimated to not drop below twenty percent of the purchase price and is immediately deducted from the cost of the asset. The balance remaining depreciated at fifteen percent of the

reduced value on a fixed line basis per annum
Using the same assets but not providing for the initial residual value and calculating depreciation on the original cost the fixed asset register would be as below: -

Furniture and equipment

Year ended 31st December 2022 - depreciation at 15 % per annum on cost on straight line basis

Details

Credenza
Filing cabinet
Swivel chair
Chair

Chair

Chair

Table

Table

Meeting table

Carpets
Blinds

Date acquired

1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st July 2021
1st Oct 2021

Deprec Balance

Cost 2022.12.31  2022.12.31
420 63 357
570 86 484
525 79 446
200 30 170
200 30 170
200 30 170
440 66 374
440 66 374
2450 367 2083
12321 1848 10473
4685 703 3982
22451 3368 19083

In the second example the rate of depreciation is higher, but depreciation is a notional exercise as one chair will have a lifetime different to that of another chair of the same make and design. In this example it is necessary to
determine if the assets have a value of not less than the value in the register at the end of each year.
Spread sheets are also ideal for calculating interest on loan accounts especially where there are multiple entries in the loan accounts and interest rates fluctuate during the year or period. In small private companies the main

shareholders provide bridging finance from time to time by depositing money into their loan accounts. Once the need for the finance has passed, they withdraw the excess funds. They often live off their loan accounts until such

time as their annual salaries have been determined. Loans are also made between group companies and interest paid on those loans.

Specimen interest calculator

Date

1st Jan 2020

2nd Jan 2020
3rd Jan 2020
4th Jan 2020

Opening

balance

14038.50
14040.69
24042.88
24046.64

Payments

Balance forward

Receipts

10000.00

20000.00

Interest
2.19
2.19
3.75
3.76

14038.50

Closing
Balance
14040.69
24042.88
24046.64
44050.39



Developed and shared by Bruce Accounting.co.za

5th Jan 2020 44050.39 6.88 44057.27
6th Jan 2020 44057.27 6.88 44064.15
7th Jan 2020 44064.15 6.88 44071.04
8th Jan 2020 44071.04 6.88 44077.92
9th Jan 2020 44077.92 6.88 44084.80
10th Jan 2020 44084.80 6.88 44091.69
11th Jan 2020 44091.69 6.89 44098.57
12th Jan 2020 44098.57 6.89 44105.46
13th Jan 2020 44105.46 6.89 44112.35
14th Jan 2020 44112.35 50000.00 6.89 94119.23
15th Jan 2020 94119.23 14.70 94133.93
16th Jan 2020 94133.93 14.70 94148.63
17th Jan 2020 94148.63 14.70 94163.34
18th Jan 2020 94163.34  -5000.00 14.70 89178.04
19th Jan 2020 89178.04 13.93 89191.97
20th Jan 2020 89191.97 13.93 89205.90
21st Jan 2020 89205.90 13.93 89219.83
22nd Jan 2020 89219.83 13.93 89233.76
23rd Jan 2020 89233.76 13.94 89247.69
24th Jan 2020 89247.69 13.94 89261.63
25th Jan 2020 89261.63 13.94 89275.57
26th Jan 2020 89275.57 13.94 89289.51
27th Jan 2020 89289.51 13.94 89303.46
28th Jan 2020 89303.46 13.95 89317.40
29th Jan 2020 89317.40 13.95 89331.35
30th Jan 2020 89331.35 13.95 89345.30
31st Jan 2020 89345.30 13.95 89359.25

-5000 80000 320.75

The above spread sheet has only been prepared for the month of January 2020. In practice one would prepare the loan account for the whole year and the above working would be extended by dragging down the formula in each
column in the above example. The totals would be moved down to the bottom of the spread sheet.
The interest charged in the above example can be altered from any date reflected in the spread sheet by merely changing the rate of interest in the formula in the interest column.



