4. Finance
4.1. Common terms used in financial reporting
PowerPoint 1: Common terms in financial reporting documents (tutor notes)
Cupcake Pi – Financial Statements Supporting Information

The following table shows the data used to calculate the financial statements presented in the slide deck.

Table 1: Financial statements data

	Items
	£

	Capital start-up investment by owner (Sara)
	£18,000

	Sara-owner/sole trader Drawings per year
	£25,229

	Sid-master bakes Wages per year
	£20,000

	Capital purchases (oven and industrial mixers)
	£15,000

	Sales revenues £14,000 per month (x12 for the year)
	£168,000

	No opening stock (new business)
	£0

	Closing stock/inventory
	£9,997

	Purchases from suppliers (raw materials, etc)
	£85,440

	Delivery van lease per year
	£5,000

	Rent and rates per year
	£12,000

	Energy bills per year
	£8,400

	Owed to suppliers (trade creditors) at end of year
	£7,600

	Owed from customers (debtors) at end of year
	£2,000

	Cash in bank at end of year
	£20,160

	Profits are taxed at 20% per year
	

	Depreciation is 10% straight line
	





The following tables show the Income Statement (profit and loss account) and the Balance Sheet for sole trader Sara Trading as Cupcake Pi.

There is an accompanying spreadsheet used to set out the calculations.  

It may be useful to demonstrate what can happen to cash flow if, for example, Sara made no sales in month one (January) then won the supermarket order to start generating income from February or March, etc.

What is the impact on cash flow?
what happens to the bank balance?
What can Sara do to mitigate negative cash flow as a result of using the cash flow forecast (e.g. arrange bank overdraft in advance)


Table 2: Income Statement: Sara T/A Cupcake Pi: 1st January 20XX- 31st December 20XX

	Sales revenues
	£
	£
	£

	Sales
	 
	 
	£168,000

	Total sales revenues 
	0
	 
	£168,000

	Cost of goods sold
	 
	 
	 

	Opening stock (new business)
	0
	 
	 

	Purchases (raw materials, etc)
	85,440
	 
	 

	Total stock available
	85,440
	 
	 

	Less: closing stock
	 
	£9,997
	 

	Total Cost of Goods Sold
	 
	 
	£75,443

	 
	 
	 
	 

	Gross profit
	 
	 
	£92,557

	Other/Operating Expenses 
	 
	 
	 

	Wages (Sid)
	£20,000
	 
	 

	Delivery van lease
	£5,000
	 
	 

	Rent & rates
	£12,000
	 
	 

	Energy
	£8,400
	 
	 

	Total Operating Expenses
	 
	 
	£45,400

	 COGS Less expenses
	 
	 
	£47,157

	Less: Taxes @ 20%
	£9,431
	 
	 

	Net Income (net profit)
	 
	 
	£37,726

	
	
	
	




Table 3: Balance Sheet: Sara T/A Cupcake Pi as at 31st December 20XX

	
	£
	£
	£
	

	Fixed Assets
	Cost
	Depc/n
	NBV
	 

	Catering oven
	£10,000
	£1,000
	£9,000
	

	Industrial mixers
	£5,000
	£500
	£4,500
	

	Total Fixed Assets
	 
	 
	£13,500
	

	Current Assets
	 
	
	
	

	Stock/Inventory 
	£9,997
	 
	 
	

	Debtors
	£2,000
	£0
	 
	

	Cash in bank
	£12,600
	£0
	 
	

	Total Current Assets
	 
	£24,597
	 
	

	Current liabilities
	£
	£
	£
	

	Trade creditors (suppliers)
	£7,600
	 
	 
	

	Total Current Liabilities
	 
	£7,600
	 
	

	Net current assets (CA-CL)
	 
	 
	£16,997
	

	Total Assets Less current liabilities 
	 
	 
	£30,497
	

	 
	 
	 
	 
	

	Financed By:-
	 
	 
	 
	

	Capital brought forward
	£18,000
	 
	 
	

	Profit for the Year
	£37,726
	 
	 
	

	Less: Owner’s drawings
	 
	£25,229
	 
	

	Capital carried forward
	 
	 
	£30,497
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