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and pays cash for everything. The enterprise cash/cheque transactions for the 

month of August are indicated below. Jane is registered for value-added tax 

(VAT) at 14%. (All enterprises with a turnover of more the R300 000 a year 

must register for VAT.) At the beginning of the month, Jane showed a positive 

(favourable) cash book balance of R3 000. Draw up the transactions that are 

given below in date sequence in the analysis cash book of Jane’s Events in the 

two sections:

r� Sales and receipts cash book (deposits);

r� Purchases and payments cash book (cheques).

DAY  TRANSACTION

1  Jane buys candles for R1 606 from the wholesaler Candles Galore (Pty) 
Ltd with cheque no. 110. Deposits cash services to the value of R1 523.

2  EFT (2/7) payment for water and lights: amount R704. Deposits cash sales 
to the value of R2 031.

3  Telephone account of R171 for July paid (EFT 3/7). Pays Ding-Dong Dairy 
R255 (cheque no. 111); milk is zero-rated for VAT.

4  Bank sales amounting to R1 161, including R125 for the sale of an unused 
chair in the office.

5  Cheque no. 112 is given to Mr Cotton for R245 worth of flowers for an 
event. The supplier is not registered for VAT.

6  Wages for the week total R2 000 (cheque no. 113 cashed at the bank). 
Deposit cash for services R1 321.

7  Included in the sales of day 2 was a cheque for R259 that was sent back 
by the bank R/D (refer to drawer). Purchases from the wholesaler total 
R1 865 (cheque no. 114). Buys a new printer for the company’s computer  
R2 074 (cheque no. 115) from Magic Q. Jane sells her old printer to a 
friend, Riedwaan, for R519.

VAT is calculated as follows:

 Sales ��14 
–––––––––  =  amount of VAT included in  your price 
     114 

Calculate the VAT included in sales of R15 960. 

R15 960 ��14 
–––––––––––––  =  R1 960 
       114 

e.g.

Final to disk BFM 20-12-10.indb   24 12/20/10   6:37:30 PM


	Cover page
	Title page
	Imprint page
	Table of contents
	Preface
	Chapter 1: An introduction to financial management for marketing managers
	1.1 Introduction
	1.2 The financial function in any enterprise/organisation
	1.3 Defining financial management
	1.3.1 Examples of financial management
	1.3.2 Comparison with other business functions
	1.3.3 The definition of financial management

	1.4 The managerial functions of financial management
	1.4.1 Financial planning
	1.4.2 Financial organising
	1.4.3 Financial activating
	1.4.4 Financial controlling
	1.4.5 Some financial activities in any enterprise

	1.5 Important concepts in financial management
	1.5.1 Assets
	1.5.2 Capital
	1.5.3 Some other concepts

	1.6 Summary

	Chapter 2: Basic accounting and financial statements
	2.1 Introduction
	2.2 The business cycle
	2.2.1 The entity concept
	2.2.2 Primary accounting equation

	2.3 Analysis cash book
	2.4 Bank reconciliation
	2.5 Trial balance
	2.5.1 Adjustments trial balance

	2.6 Statement of comprehensive income (also known as income statement)
	2.7 The statement of financial position (balance sheet)
	2.7.1 Statement of changes in equity

	2.8 Cash flow statement
	2.9 Petty cash
	2.10 Summary

	Chapter 3: Analysing the annual financial statements
	3.1 Introduction
	3.2 Financial ratios
	3.3 Liquidity ratios
	3.3.1 Current ratio
	3.3.2 Acid-test ratio

	3.4 Activity ratios
	3.4.1 Inventory turnover rate
	3.4.2 Debtors collection period
	3.4.3 Creditors payment period

	3.5 Solvency ratios
	3.5.1 Debt ratio
	3.5.2 Interest coverage ratio

	3.6 Profitability ratios
	3.6.1 Profitability of the enterprise (return on total assets)
	3.6.2 Profitability of own capital
	3.6.3 Gross income margin
	3.6.4 Net income margin

	3.7 Financial leverage
	3.8 Summary
	References

	Chapter 4: The capital requirements of an enterprise
	4.1 Introduction
	4.2 The capital need for evaluating viability and establishing the new venture or initiative
	4.2.1 Initial research and development costs
	4.2.2 Investigating the idea
	4.2.3 Initial establishing costs

	4.3 The need for fixed and current assets
	4.3.1 Fixed assets
	4.3.2 Current assets

	4.4 The need for permanent and variable capital
	4.4.1 The permanent (or continuous) capital need
	4.4.2 The variable (short-term) capital need
	4.4.3 Two important principles

	4.5 Other factors influencing the capital need
	4.5.1 Type of industry
	4.5.2 Length of the working capital cycle
	4.5.3 Forecasted sales/income figures
	4.5.4 External factors
	4.5.5 Growth and expansion
	4.5.6 Capital requirements for ongoing and new enterprises

	4.6 Summary

	Chapter 5: Financing the capital requirements of an enterprise
	5.1 Introduction
	5.2 Sources of finance/capital
	5.2.1 Own capital (equity, share capital)
	5.2.2 Outside capital (foreign, borrowed, external, loan capital)

	5.3 Forms and sources of finance
	5.3.1 Permanent finance and its sources
	5.3.2 Long-term finance and its sources
	5.3.3 Medium-term finance and its sources
	5.3.4 Short-term finance and its sources

	5.4 Choosing sources and forms of finance
	5.4.1 Matching life expectancy of assets and the length of time for which credit is available
	5.4.2 Availability and accessibility issues
	5.4.3 Costs associated with a specific source
	5.4.4 Independence versus dependence and control
	5.4.5 Freedom of application of finance
	5.4.6 The effects of the financial leverage
	5.4.7 Considerations of liquidity and profitability
	5.4.8 Taxation considerations
	5.4.9 Building long-term relationships

	5.5 Typical problems in obtaining finance
	5.5.1 When own capital’s contribution is too small
	5.5.2 Lack of experience in financial management
	5.5.3 Lack of financial expertise
	5.5.4 Too much emphasis on collateral by suppliers of finance
	5.5.5 Lack of planning
	5.5.6 Creditworthiness

	5.6 Summary

	Chapter 6: The financial break-even analysis
	6.1 Introduction
	6.2 Critical aspects of starting any initiative or business
	6.2.1 Location
	6.2.2 Competition
	6.2.3 Equipment
	6.2.4 Ingredients
	6.2.5 Salary and wages
	6.2.6 Marketing

	6.3 The break-even point
	6.3.1 Using the break-even formula
	6.3.2 Verifying your answer

	6.4 Other financial concepts
	6.4.1 Overheads
	6.4.2 Direct costs

	6.4.3 Gross profit (marginal income)
	6.5 Calculating the break-even point in terms of monetary sales volume
	6.6 Using a graph to explain the break-even point
	6.6.1 Indirect (fixed, operational) costs
	6.6.2 Direct (variable) costs
	6.6.3 The complete graphical break-even point

	6.7 Advantages and disadvantages of thebreak-even analysis
	6.8 Changes to the three critical factors
	6.8.1 If the selling price per unit changes
	6.8.2 If indirect costs change
	6.8.3 If the direct costs per unit change

	6.9 Summary

	Chapter 7: Budgets
	7. 1 Introduction
	7.2 Why do we draw up budgets?
	7.3 Master budget
	7.4 Sales budget
	7.5 Production budget
	7.6 Labour budget
	7.7 Budgeted income statement
	7.8 Budgeted balance sheet
	7.9 Cash flow budget
	7.10 Financial forecast
	7.11 Compiling your marketing budget
	7.12 Actual against budget
	7.13 Using a computer to draw up budgets
	7.14 Summary
	References

	Chapter 8: Managing credit
	8.1 Introduction
	8.2 Defining credit and debit (creditors and debtors)
	8.3 The credit transaction
	8.4 Forms of credit
	8.4.1 Open account
	8.4.2 Revolving credit
	8.4.3 Instalment credit
	8.4.4 Other forms of credit

	8.5 Reasons for granting (or not granting) credit
	8.5.1 Advantages of granting credit
	8.5.2 Disadvantages of granting credit

	8.6 The importance of a realistic and sound credit policy
	8.7 Assessing the creditworthiness of customers
	8.7.1 Indications of creditworthiness
	8.7.2 The credit application form

	8.8 Implementing credit decisions
	8.8.1 Confirming the outcome of an application
	8.8.2 Signing a formal agreement with the customer
	8.8.3 Ensuring an efficient and effective administration

	8.9 Controlling debtors accounts
	8.9.1 Sound administration
	8.9.2 Follow-up

	8.10 Things to remember
	8.11 Summary

	Chapter 9: Managing stock/inventory
	9.1 Introduction
	9.2 Classifications of stock (inventory)
	9.2.1 Manufacturing (and related) industries
	9.2.2 The retail industry
	9.2.3 The services industry

	9.3 Why stock management is important
	9.3.1 Stock is a huge investment
	9.3.2 Stock-keeping costs
	9.3.3 Enhancing purchases management
	9.3.4 Calculating profits
	9.3.5 To ensure minimum over- or under-stocking

	9.4 Over-stocking and under-stocking
	9.4.1 Too much stock
	9.4.2 Too little stock

	9.5 The economic order quantity
	9.5.1 Stock-keeping costs
	9.5.2 Stock-acquiring costs
	9.5.3 Total costs

	9.6 Ordering, receiving, storing and selling stock – the just-in-time principle
	9.7 Valuing stock
	9.7.1 Actual purchasing costs
	9.7.2 First-In-First-Out (FIFO)
	9.7.3 Last-In-First-Out (LIFO)
	9.7.4 Inflation and its effect
	9.7.5 Prudent administration required

	9.8 The importance of physical stocktaking
	9.8.1 Focusing on critical stock items
	9.8.3 Choosing between chaos and order
	9.8.4 Sound administrative and effective cost accounting practices

	9.9 Summary

	Chapter 10: Business statistics
	10.1 Introduction
	10.1.1 What is statistics?
	10.1.2 What do statisticians do?
	10.1.3 What do we do with statistics?

	10.2 Data and information
	10.2.1 Quantitative and qualitative data
	10.2.2 Data sources
	10.2.3 Information

	10.3 The sample and the population
	10.3.1 The need for sampling
	10.3.2 Probability and non-probability sampling methods

	10.4 Displaying data
	10.4.1 Patterns and arrays
	10.4.2 Histograms and pie charts
	10.4.3 Bar charts

	10.5 The box plot and the five number summary
	10.6 Descriptive measures to describe data
	10.6.1 Descriptive measures of central tendency
	10.6.2 Descriptive measures of spread or variation
	10.6.3 Descriptive measures of symmetry
	10.6.4 Descriptive measures of peakedness

	10.7 Sample statistics, population parameters and distributions
	10.8 Summary


