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Preface

Until recently there has been a dearth of books on the market dealing with computerized bookkeeping. Even now, those there are largely tend to deal with Sage systems. This is reflected in the prevailing neglect of the application of spreadsheets in the setting of exam papers. Not everyone has a Sage package, but more or less everyone who has a computer has Microsoft Excel or something similar. Furthermore, this spreadsheet technology is highly versatile and useful. With the knowledge and skills you can gain from Mastering Spreadsheet Bookkeeping, if you have a computer and MS Excel software, you can easily set up your own computerized accounting package.

As a businessperson, you will be aware of the benefits of using computerization in your accounting, but perhaps as the owner of a small business, you are under the impression that it is beyond your economical reach due to the cost of over-the-counter software packages? If so, Mastering Spreadsheet Bookkeeping will show you step by step how you too can easily computerize your accounting without splashing out on expensive new software.

If you are currently working as a freelance bookkeeper, you will already have mastered the manual system; if you hadn’t, you would not have gained your qualification to operate! Mastering Spreadsheet Bookkeeping will help you to get up to speed quickly with a widely used computerized system and gain a thorough knowledge of how to use spreadsheets to their fullest advantage. With this knowledge and skill you will increase your efficiency of operation and, as a result, your earnings potential.

Finally, if you are an accountancy student with a module in bookkeeping, or you are studying for a qualification in bookkeeping (e.g. for Levels I and II Certificate in Computerised Bookkeeping (ICB) and Level III Diploma in Computerised Bookkeeping (ICB)), Mastering Spreadsheet Bookkeeping is the ideal learning tool for you. All exam boards now encourage their students to develop skills in computerized bookkeeping. This is what employers demand. Exam boards are beginning to shy away from using specific packages in their syllabi. Their focus is, understandably, on computerization using only widely used operating systems such as MS Excel. With its focus on MS Excel and its clear, step-by-step approach, Mastering Spreadsheet Bookkeeping will help you to develop your computerized bookkeeping skills with confidence. In addition, exam-style questions and answers are provided for self-testing so you may consolidate your bookkeeping knowledge as you learn.

Dr Peter Marshall has been a leading authority on bookkeeping for over twenty-five years. His bestselling How To title, Mastering Book-keeping, is now in its ninth edition and is endorsed by both the Institute of Certified Bookkeepers and the International Association of Book-keepers.

Bookkeeping has recently become a legally regulated occupation in the UK and certain legal responsibilities have been placed upon those who offer their services for gain. Although Mastering Spreadsheet Bookkeeping will give you the knowledge and skill to carry out such work, it is important that you become familiar, especially if you are new to this subject, with the legalities involved.
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Part One

An Introduction to Spreadsheet Bookkeeping


1   A period of transition

With the increasing globalization of trade and industry at all levels it is becoming necessary to achieve some degree of harmony in accounting practices between countries. The standards that applied in the UK since 1970, i.e. Statements of Standard Accounting Practice (SSAPs) and Financial Reporting Standards (FRSs), are being gradually phased out and replaced by International Accounting Standards (IASs) and International Financial Reporting Standards (IFRSs). All companies listed on European Union (EU) stock exchanges already use the international standards and in time they will be used by all UK businesses.

Here are some examples of the changes in terminology with which you will have to become familiar. In the international standard terminology, instead of turnover the term revenue is used; instead of stock the term inventory is used; and debtors and creditors are called accounts receivable and accounts payable. Provisions tend to be referred to as allowances; the profit and loss account is known as the income statement; and any profit that is brought down to the balance sheet is termed retained profits. Debentures are known as loan notes; fixed assets are called non-current assets; and long-term liabilities are called non-current liabilities.


2   The role and significance of professional associations

One of the distinguishing characteristics of all professions is the existence of professional associations. Such bodies maintain and improve the reputation of the profession by the regulation of conduct, the improvement of skills and the validation of qualifications.

The professional associations for bookkeepers are the Institute of Certified Bookkeepers, under the Royal Patronage of His Royal Highness Prince Michael of Kent GCVO, and the International Association of Book-keepers (IAB) (see Further resources).

Bookkeeping became a regulated profession under the Money Laundering Regulations of 2007. As a result of this, bookkeepers now have special legal duties imposed upon them, and failure to comply with them has serious legal consequences. All practising bookkeepers must be registered with a supervisory body. Both of the professional bodies mentioned above are Treasury Appointed Supervisory Bodies under the Money Laundering Act and, as such, will monitor, guide and supervise members to ensure compliance.

In addition, membership also provides proof of proficiency, which is recognized worldwide. Each association offers assistance with career development, not only through the provision of training and qualifications, but also though notification of job vacancies, updates on legislation and advice and guidance on private practice. Members also get the opportunity to meet and associate with others in the same profession in local groups and forums.
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Figure 1 www.bookkeepers.org.uk homepage (reproduced by kind permission of the Institute of Certified Bookkeepers)


3   Data security and the Data Protection Act 1998

When a business keeps a substantial number of personal details in computerized accounting records it may be obligated to register with the Information Commissioner’s Office, the independent regulatory body that deals with the Data Protection Act 1998 (see Further Resources). The person who decides how data will be used and for what purpose is referred to in the Act as the data controller while a person on whom data is kept is referred to as a data subject. The purpose of registration is essentially so that the data subjects are aware of what information is held and how it is used.

It is not necessary to inform the Information Commissioner if:

•   the data controller is only using the data for sending and receiving invoices and statements;

•   the data subjects are companies and no individuals can be identified in them;

•   the data is only used to process payroll and prepare statutory returns.

However, if a data controller is going to make accounting data available to management or any other department for non-accounting purposes, e.g. marketing, statistical, planning or control purposes, the company must be registered. It must disclose the kind of data held, the purpose for which it will be used and how subjects can access their own data.

Legal obligations in respect of personal data

Businesses registered under the Data Protection Act 1998 must comply with certain standards of practice contained in Schedule 1 of the Act. These require that the personal data shall:

•   be obtained only for specified and lawful purposes and must not be used in any manner incompatible with such purposes;

•   be relevant and adequate but not excessive for the purpose for which it has been collected;

•   be accurate and kept up to date;

•   not be kept for any longer than necessary for the purpose for which it was collected;

•   only be processed in accordance with the subject’s rights under the Act;

•   be protected by appropriate organizational and technical measures against unauthorized and unlawful use, or accidental loss or damage;

•   not be taken outside of the country to any country where there is not adequate legal protection of the rights and freedom of data subjects in respect of the processing of their personal data.

In most businesses today, accounting information will be used for non-accounting purposes, so it is very likely that anyone who controls such data will need to register and comply with the Act.
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