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In this Issue -  Record Keeping and Planning Your Financial Roadmap 

Record keeping 
 
The importance of good record keeping 
 

Record keeping is one of the most overlooked yet vital business management activities involved in running a successful business. 
Without good records you are likely to miss out on income, be unable to manage your cash flow, incur penalties from suppliers for late 
payment of bills and potentially face fines and legal action if you are not compliant with legal and regulatory requirements. 
 

Here are some simple tips on record keeping 
 

The following three points discuss some of the major reasons that good (ie. complete and accurate) financial record keeping is crucial 
to the success of your business. 
 

1. Good records provide the financial data that help you operate more efficiently, thus increasing the profitability of your enterprise. . 
2. Good records are essential for the preparation of current financial statements, such as the Profit and Loss and Balance Sheet. 
These, in turn, are critical for maintaining good relations with your banker. They also will present a complete picture of your total 
business operation which will benefit you as well.  
3. Good records are required for the preparation of complete and accurate tax returns 
 

What Exactly Will The Records Tell You? 
 

The following checklist highlights the type of information your financial records should provide in assuring your success: 
 

�  How much income are you generating now and how much income can expect to generate in the future?  
�  How much cash is tied up in accounts receivable. 
�  What are your expenses, including payroll, tax obligations, payroll deductions, insurance and workers compensation 
�  How much cash do you have on hand? How much cash is tied up in inventory/debtors?  What is your actual working 

capital budget?  
�  How frequently do you turn over your inventory? 
�  What is your gross profit? What is your net profit?  
�  How does all of the financial data listed above compare with last year—or last quarter?  How does it compare with the 

projections in your business plan? 
�  How does all of the financial data compare with that of your competitors?  With that of the industry? 

 

While your review of this checklist may have uncovered some glaring deficiencies, it's never too late to correct problems related to 
poor record-keeping habits.   
 

It may take you a bit of time and effort to analyse the company chequebook, take inventory, review bank statements and, in general, 
just catch up on your paperwork.  
 

It is essential that you make the effort to determine the precise financial condition of your business at present. It is just as critical as 
maintaining good customer relations. 
 

The Basic System 
A basic record keeping system should be simple to use, easy to understand, reliable, accurate, consistent and designed to provide 
information on a timely basis.  It needs: 

�  Accounts receivable 
�  Accounts payable  
�  Payroll records 
�  Petty Cash records 
�  Inventory: Equipment & Goods 

Remember, there are professionals available to help you maintain and manage your financial records. They are bookkeepers, and they 
are ready to serve you and your business. 
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Have you got a Financial Road Map 
 

Do not think of a budget as a restrictive tool. Look at it as 
a way to measure your performance and future 
opportunities. Many business owners see the budget as a 
necessary evil; however, if you have plans to grow, you 
will need to plan a way to fund that growth. That plan is 
your budget. Look at it as your financial road map. 
 
Three important points to remember! 
 

1. Use It! 
Successful business owners don’t simply prepare a budget 
and then put it on a shelf in their office; they use it 
frequently to manage their business and adjust it as 
necessary when conditions warrant. Annual budgeting 
and monthly budget review should be a part of every 
small business’s management process. 
 

2. Review! 
Review your budget each month against your current 
revenue and costs, 
 

3. Adjust where necessary! 
Assess your current position and make necessary 
adjustments to the budget to reflect any seasonal changes. 

AccountCom Offices are conveniently located on the  
 

1st floor 
424 High Street 

Maitland, NSW, 2320 
 

Council parking is available at the rear of building. 
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FEEDBACK & ENQUIRIES 

Please direct any feedback or enquiries you may have to: 
kellie@accountcom.com.au 
carol@accountcom.com.au 

A Robust Bookkeeping System helps 
 

If your business is established and uses a robust 
bookkeeping system you can easily create a budget within 
your accounting system.  
 

Good accounting software allows you to establish a 
budget based on the historical information in its system.  
 

From that point, management must use current 
information to make educated guesses and adjustments 
about budget items that may change during the next 12 
months.  
 

Accounting systems can print a comparison report that 
allows you to compare month-to-date and year-to-date vs. 
last year’s month-to-date and last year’s year-to-date. 
They also allow you to view your performance 
graphically in various ways.  
 

As you plan your budget, consider the strategic and 
tactical goals you’ve set to increase your revenue, reduce 
expenses, or improve your business’s key performance 
indicators. The following are examples:  

�  If your business has several slow months during 
the year, plan well in advance to take steps to 
increase revenue during those months.  

�  Spend several hours each month reviewing your 
previous month’s performance and plan for the 
next 12 months. This is time well spent. Include 
your company’s management and key employees 
in this process, as they often contribute good ideas 
that will help your company exceed goals.  

�  Hold key managers responsible for their portion of 
the budget.  

�  When something is not working as you planned in 
your budget, work hard to design a solution or 
alternate source of revenue. This constant process 
of thinking about where your business is and 
where it is headed is very important.  

�  Don’t forget to budget capital equipment 
purchases as appropriate.  

The process of budgeting does not come easy at first to 
many business owners, but once you have good data in 
your accounting system and go through the process for 
several months, it will become easier, take less time, and 
pay off in higher revenue, lower cost, and higher profit.  
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