
BUSINESS ACCOUNTING 

FOR SMALL BUSINESSES 

 

Training Manual 

2023-2026 

Developed for the Kasisi Community as part of the SmartVille Project for Sustainable and 

Entrepreneurial Villages through Educational Living Labs in Namibia and Zambia  

Course developed by  

Macmillan Handema  

May 2025 

 

 

  



Business Accounting for Small Businesses |  2 

Table of Contents 

Learning Outcomes of the Course .................................................................................................. 8 

Implementation Description............................................................................................................ 8 

Learning Material............................................................................................................................ 8 

Assessment Methods and Criteria................................................................................................... 8 

Delivery Schedule ........................................................................................................................... 8 

Course at a Glance .......................................................................................................................... 8 

UNIT 1 ............................................................................................................................................... 10 

1.1 INTRODUCTION TO BUSINESS ACCOUNTING............................................................. 10 

1.1.1 Introduction ..................................................................................................................... 10 

1.1.2 Learning Objectives ........................................................................................................ 10 

1.1.3 Topics .............................................................................................................................. 10 

1.1.4 Activities ......................................................................................................................... 10 

1.2 Overview of Business Accounting and Its Importance (30 mins) .......................................... 11 

1.3 Basic Accounting Principles: Accrual vs. Cash Basis (30 mins)............................................ 11 

1.4 Key Financial Statements (30 mins) ....................................................................................... 11 

1.5 The Accounting Cycle and Its Stages (30 mins)..................................................................... 12 

1.6 Hands-On Activity (2 Hours).................................................................................................. 12 

1.7 Assignment (Due Week 2) ...................................................................................................... 12 

1.8 Readings and References ........................................................................................................ 13 

UNIT 2 ............................................................................................................................................... 14 

2.1 BOOKKEEPING BASICS – RECORDING TRANSACTIONS .......................................... 14 

2.1.1 Introduction ..................................................................................................................... 14 

2.1.2 Learning Objectives ........................................................................................................ 14 

2.1.3 Topics .............................................................................................................................. 14 

2.1.4 Activities ......................................................................................................................... 14 

2.2 Understanding Debits and Credits (40 mins) .......................................................................... 15 

2.3 The General Ledger, Journal Entries, and Chart of Accounts (40 mins) ................................ 15 

2.4 Recording Transactions (Sales, Purchases, Expenses, Receipts) (40 mins)  ........................... 15 

2.5 Hands-On Activity: 2 Hours ................................................................................................... 16 

2.6 Assignment (Due Week 3) ...................................................................................................... 16 

2.7 Readings and References ........................................................................................................ 16 

UNIT 3 ............................................................................................................................................... 17 

3.1 UNDERSTANDING AND PREPARING FINANCIAL STATEMENTS ............................ 17 



Business Accounting for Small Businesses |  3 

3.1.1 Introduction ..................................................................................................................... 17 

3.1.2 Learning Objectives ........................................................................................................ 17 

3.1.3 Topics .............................................................................................................................. 17 

3.1.4 Activities ......................................................................................................................... 17 

3.2 Components of an Income Statement (40 mins) ..................................................................... 18 

3.3 Components of a Balance Sheet (40 mins) ............................................................................. 18 

3.4 Components of a Cash Flow Statement (30 mins).................................................................. 18 

3.5 How to Interpret Financial Statements (10 mins) ................................................................... 18 

3.6 Hands-On Activity (2 Hours).................................................................................................. 19 

3.7 Assignment (Due Week 4) ...................................................................................................... 19 

3.8 Readings and References ........................................................................................................ 19 

UNIT 4 ............................................................................................................................................... 20 

4.1 CASH FLOW MANAGEMENT FOR SMALL BUSINESSES ............................................ 20 

4.1.1 Introduction ..................................................................................................................... 20 

4.1.2 Learning Objectives ........................................................................................................ 20 

4.1.3 Topics .............................................................................................................................. 20 

4.1.4 Activities ......................................................................................................................... 20 

4.2 Importance of Cash Flow Management (30 mins) ................................................................. 21 

4.3 Understanding the Cash Flow Cycle (30 mins) ...................................................................... 21 

4.4 Managing Receivables and Payables (30 mins)...................................................................... 21 

4.5 Cash Flow Forecasting Techniques (30 mins) ........................................................................ 21 

4.6 Hands-On Activity (2 Hours).................................................................................................. 22 

4.7 Assignment (Due Week 5) ...................................................................................................... 22 

4.8 Readings and References ........................................................................................................ 22 

UNIT 5 ............................................................................................................................................... 23 

5.1 BUDGETING AND FINANCIAL PLANNING.................................................................... 23 

5.1.1 Introduction ..................................................................................................................... 23 

5.1.2 Learning Objectives ........................................................................................................ 23 

5.1.3 Topics .............................................................................................................................. 23 

5.1.4 Activities ......................................................................................................................... 23 

5.2 The Role of Budgeting in Business Management (30 mins) .................................................. 24 

5.3 Types of Budgets (30 mins) .................................................................................................... 24 

5.4 Steps in Creating a Budget (40 mins) ..................................................................................... 24 

5.5 Variance Analysis and Adjusting Budgets (20 mins) ............................................................. 24 

5.6 Hands-On Activity (2 Hours).................................................................................................. 25 



Business Accounting for Small Businesses |  4 

5.7 Assignment (Due Week 6) ...................................................................................................... 25 

5.8 Readings and References ........................................................................................................ 25 

UNIT 6 ............................................................................................................................................... 26 

6.1 TAXATION FOR SMALL BUSINESSES ............................................................................ 26 

6.1.1 Introduction ..................................................................................................................... 26 

6.1.2 Learning Objectives ........................................................................................................ 26 

6.1.3 Topics .............................................................................................................................. 26 

6.1.4 Activities ......................................................................................................................... 26 

6.2 Overview of Small Business Taxes (30 mins) ........................................................................ 27 

6.3 Common Tax Deductions for Small Businesses (30 mins) .................................................... 27 

6.4 Filing Deadlines and Important Tax Forms in Zambia (30 mins) .......................................... 27 

6.5 Sales Tax Collection and Remittance (30 mins) ..................................................................... 28 

6.6 Hands-On Activity (2 Hours).................................................................................................. 28 

6.7 Assignment (Due Week 7) ...................................................................................................... 28 

6.8 Readings and References ........................................................................................................ 28 

UNIT 7 ............................................................................................................................................... 30 

7.1 MANAGING PAYROLL AND EMPLOYEE COMPENSATION....................................... 30 

7.1.1 Introduction ..................................................................................................................... 30 

7.1.2 Learning Objectives ........................................................................................................ 30 

7.1.3 Topics .............................................................................................................................. 30 

7.1.4 Activities ......................................................................................................................... 30 

7.2 Payroll Systems and Their Role in Small Business Accounting (30 mins) ............................ 31 

7.3 Calculating Wages, Taxes, and Benefits (30 mins) ................................................................ 31 

7.4 Understanding Payroll Tax Obligations (30 mins) ................................................................. 31 

7.5 Paying Employees: Payroll Software and Manual Processing (30 mins) ............................... 32 

7.6 Hands-On Activity (2 Hours).................................................................................................. 32 

7.7 Assignment (Due Week 8) ...................................................................................................... 32 

7.8 Readings and References ........................................................................................................ 32 

UNIT 8 ............................................................................................................................................... 33 

8.1 USING ACCOUNTING SOFTWARE FOR SMALL BUSINESS ....................................... 33 

8.1.1 Introduction ..................................................................................................................... 33 

8.1.2 Learning Objectives ........................................................................................................ 33 

8.1.3 Topics .............................................................................................................................. 33 

8.1.4 Activities ......................................................................................................................... 33 

8.2 Introduction to Popular Accounting Software (30 mins)........................................................ 34 



Business Accounting for Small Businesses |  5 

8.3 Setting Up a Business in Accounting Software (30 mins)...................................................... 34 

8.4 Automating Routine Accounting Tasks (30 mins) ................................................................. 34 

8.5 Bank Reconciliation and Integration (30 mins) ...................................................................... 34 

8.6 Hands-On Activity (2 Hours).................................................................................................. 35 

8.7 Assignment (Due Week 9) ...................................................................................................... 35 

8.8 Readings and References ........................................................................................................ 35 

UNIT 9 ............................................................................................................................................... 36 

9.1 INVENTORY MANAGEMENT AND COSTING ............................................................... 36 

9.1.1 Introduction ..................................................................................................................... 36 

9.1.2 Learning Objectives ........................................................................................................ 36 

9.1.3 Topics .............................................................................................................................. 36 

9.1.4 Activities ......................................................................................................................... 36 

9.2 Importance of Inventory Management in Small Business Accounting (30 mins) .................. 37 

9.3 Inventory Valuation Methods (30 mins) ................................................................................. 37 

9.4 Tracking Inventory Costs and Calculating COGS (30 mins) ................................................. 37 

9.5 Using Software and Systems to Manage Inventory (30 mins) ............................................... 38 

9.6 Hands-On Activity (2 Hours).................................................................................................. 38 

9.7 Assignment (Due Week 10) .................................................................................................... 38 

9.8 Readings and References ........................................................................................................ 38 

UNIT 10 ............................................................................................................................................. 39 

10.1 FINANCIAL ANALYSIS FOR SMALL BUSINESS DECISION-MAKING.................... 39 

10.1.1 Introduction ................................................................................................................... 39 

10.1.2 Learning Objectives ...................................................................................................... 39 

10.1.3 Topics ............................................................................................................................ 39 

10.1.4 Activities ....................................................................................................................... 39 

10.2 Key Financial Ratios and Their Categories (30 mins) .......................................................... 40 

10.3 How to Use Financial Ratios to Assess Business Performance (30 mins)  ........................... 40 

10.4 Decision-Making Based on Financial Data (30 mins) .......................................................... 40 

10.5 Presenting Financial Analysis for Stakeholders (30 mins) ................................................... 41 

10.6 Hands-On Activity (2 Hours)................................................................................................ 41 

10.7 Assignment (Due Week 11) .................................................................................................. 41 

10.8 Readings and References ...................................................................................................... 41 

UNIT 11 ............................................................................................................................................. 42 

11.1 INTERNAL CONTROLS AND PREVENTING FRAUD .................................................. 42 

11.1.1 Introduction ................................................................................................................... 42 



Business Accounting for Small Businesses |  6 

11.1.2 Learning Objectives ...................................................................................................... 42 

11.1.3 Topics ............................................................................................................................ 42 

11.1.4 Activities ....................................................................................................................... 42 

11.2 Importance of Internal Controls in Small Business Accounting (30 mins) .......................... 43 

11.3 Preventing and Detecting Fraud in Small Businesses (30 mins) .......................................... 43 

11.4 Developing an Internal Control System (30 mins) ............................................................... 43 

11.5 Best Practices for Securing Financial Data (30 mins) .......................................................... 44 

11.6 Hands-On Activity (2 Hours)................................................................................................ 44 

11.7 Assignment (Due Week 12) .................................................................................................. 44 

11.8 Readings and References ...................................................................................................... 45 

UNIT 12 ............................................................................................................................................. 46 

12.1 FINAL PROJECT AND PRESENTATION ........................................................................ 46 

12.1.1 Introduction ................................................................................................................... 46 

12.1.2 Learning Objectives ...................................................................................................... 46 

12.1.3 Topics ............................................................................................................................ 46 

12.1.4 Activities ....................................................................................................................... 46 

12.2 Presenting Financial Information to Stakeholders (30 mins) ............................................... 47 

12.3 Applying What You’ve Learned: Course Recap and Next Steps (30 mins) ......................... 47 

12.4 Hands-On Activity (3 Hours)................................................................................................ 47 

12.5 Final Project Presentation (Group or Individual).................................................................. 47 

12.6 Final Submission................................................................................................................... 48 

12.7 Assessment Criteria .............................................................................................................. 48 

12.8 Readings and References ...................................................................................................... 48 

  



Business Accounting for Small Businesses |  7 

Welcome to this course! 

Start Your Business Accounting Journey! 

Welcome to Business Accounting for Small Businesses. This practical course is designed to help 

you understand and manage the financial aspects of a small business with greater confidence. 

Let's begin! 

Training Overview: 

This course provides small business owners, entrepreneurs, and managers with the essential skills 

and knowledge needed to understand and manage the financial aspects of their business. The course 

emphasizes practical, hands-on learning, focusing on bookkeeping, financial reporting, budgeting, 

and tax compliance, all within the context of small business operations. Students will gain 

confidence in managing business finances, ensuring profitability, and making informed decisions 

based on financial data. 

Target Audience: 

This program is designed for small business owners, entrepreneurs, and managers who need 

practical accounting and financial-management skills for day-to-day business operations. 
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Course Overview 

Learning Outcomes of the Course 

The participant will be able to: 

1. Understand basic accounting principles and concepts for small businesses. 

2. Maintain accurate financial records using bookkeeping methods. 

3. Prepare and analyze financial statements (Income Statement, Balance Sheet, Cash Flow 

Statement). 

4. Develop and manage budgets for small businesses. 

5. Implement effective tax planning and compliance strategies. 

6. Use accounting software tools to streamline financial management. 

7. Make informed financial decisions to promote business growth and profitability. 

Implementation Description 

• Contact lessons 4 hours per week: 2 hours for lessons on Tuesdays and 2 hours for revision 

on Thursdays in the afternoons at 14:00 hours 

• Mandatory individual assignments per week 

• Group assignments 

• In class Hands on Activities per week 

Learning Material 

• Participant’s handbook 

• Course slides in Moodle 

• Exercises 

• Case studies/project work 

• Additional reading materials i.e., Text books and Journal articles. 

Assessment Methods and Criteria 

• Weekly hands-on activities and assignments (50%) 

• Class participation and group discussions (10%) 

• Final project (Business Accounting Plan and Presentation) (40%) 

A participant must achieve an aggregate score of at least 50% to qualify for a Certificate of 

Participation in the course. 

Delivery Schedule 

The sessions will be held on Tuesdays and Thursdays from 14:00 to 16:00 hours, conducted 

virtually on Tuesdays and in person on Thursdays. 

Group tasks will be conducted on Tuesdays, and final training presentations will be delivered 

virtually. 
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Course at a Glance 

Week Unit / Topic 

1 Introduction to Business Accounting 

2 Bookkeeping Basics: Recording Transactions 

3 Understanding and Preparing Financial 

Statements 

4 Cash Flow Management for Small Businesses 

5 Budgeting and Financial Planning 

6 Taxation for Small Businesses 

7 Managing Payroll and Employee 

Compensation 

8 Using Accounting Software for Small Business 

9 Inventory Management and Costing 

10 Financial Analysis for Small Business 

Decision-Making 

11 Internal Controls and Preventing Fraud 

12 Final Project and Presentation 



Business Accounting for Small Businesses |  10 

UNIT 1 

1.1  INTRODUCTION TO BUSINESS ACCOUNTING 

1.1.1  Introduction 

This unit focuses on introduction to business accounting. It introduces the key concepts and 

practical skills developed through the topics and activities outlined below. 

1.1.2  Learning Objectives 

By the end of this session, you will be able to: 

8. Explain what accounting is and why it matters to small businesses. 

9. Differentiate between accrual and cash accounting. 

10. Identify and describe the purpose of the three main financial statements. 

11. Outline the stages of the accounting cycle. 

12. Set up a company file and basic accounts in Excel or QuickBooks. 

1.1.3  Topics 

• Overview of Business Accounting and Its Importance 

• Basic Accounting Principles: Accrual vs. Cash Basis 

• Key Financial Statements 

• The Accounting Cycle and Its Stages 

1.1.4  Activities 

• Hands-on activity: Learn the basic interface and functionality of accounting software (Excel 

and QuickBooks). 

• Assignment / project task: Prepare a glossary with definitions and examples for the following 

key accounting terms (minimum 25), such as: 

Time: 4 hours  
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1.2  Overview of Business Accounting and Its Importance (30 mins) 

• What is Accounting? 

Accounting is the systematic process of identifying, measuring, recording, classifying, 

summarising, interpreting, and communicating financial information. It helps business owners 

understand their financial position and make informed decisions. 

• Why Accounting Matters for Small Businesses: 

• Tracks income and expenses. 

• Helps with budgeting and financial planning. 

• Essential for tax compliance and reporting. 

• Supports loan applications and investment decisions. 

• Helps detect fraud and improve operational efficiency. 

• Users of Financial Information: 

• Internal: Owners, managers. 

• External: Lenders, investors, tax authorities, suppliers. 

Example: A small catering business can use accounting records to see whether their weekend 

events are profitable and adjust pricing or costs accordingly. 

1.3  Basic Accounting Principles: Accrual vs. Cash Basis (30 mins) 

• Cash Basis Accounting: 

• Revenue is recorded when cash is received. 

• Expenses are recorded when cash is paid. 

• Simple and easy to use. 

• Often used by micro-businesses or sole proprietors. 

Example: You record a sale only when your customer pays, not when the service is delivered. 

• Accrual Basis Accounting: 

• Revenue is recorded when earned, even if payment is received later. 

• Expenses are recorded when incurred, not when paid. 

• Provides a more accurate picture of profitability. 

Example: If you complete a project in June but receive payment in July, the revenue is still 

recorded in June. 

Comparison Table: 

Feature Cash Basis Accrual Basis 

Complexity Simple More complex 

Accuracy of Profitability Less accurate More accurate 

Ideal For Sole proprietors Growing businesses 

 

1.4  Key Financial Statements (30 mins) 

13. Income Statement (Profit & Loss Statement): 

• Shows revenues and expenses over a period. 

• Formula: Revenue – Expenses = Net Income (Profit/Loss). 



Business Accounting for Small Businesses |  12 

• Used to assess profitability. 

14. Balance Sheet: 

• Snapshot of financial position at a specific point. 

• Formula: Assets = Liabilities + Owner’s Equity 

• Helps evaluate liquidity and solvency. 

15. Cash Flow Statement: 

• Tracks movement of cash in and out. 

• Three sections: 

• Operating Activities: Cash from day-to-day operations. 

• Investing Activities: Buying/selling assets. 

• Financing Activities: Loans, capital injections. 

Example for a Small Café: 

Income Statement shows profit from coffee sales. 

Balance Sheet shows equipment and loans. 

Cash Flow Statement shows cash used to buy a coffee machine. 

1.5  The Accounting Cycle and Its Stages (30 mins) 

• The Accounting Cycle is the full process of collecting and processing financial transactions to 

prepare financial statements. It ensures consistency and accuracy. 

Stages: 

16. Identifying Transactions: Sales, purchases, receipts. 

17. Recording in Journals: Book of original entry. 

18. Posting to Ledger Accounts: Categorised by account. 

19. Trial Balance Preparation: Check balance of debits and credits. 

20. Adjusting Entries: Account for accrued expenses/income. 

21. Preparing Financial Statements. 

22. Closing the Books: Reset income and expense accounts for the next cycle. 

Visual Aid: A flowchart showing the cycle from transaction to financial reporting. 

1.6  Hands-On Activity (2 Hours) 

Objective: Learn the basic interface and functionality of accounting software (Excel and 

QuickBooks). 

Activities: 

23. Excel: 

• Create a basic chart of accounts. 

• Enter sample sales and expense transactions. 

• Use formulas for total revenue and profit. 

24. QuickBooks: 

• Create a new company profile (Business name, type, currency, fiscal year). 

• Set up basic chart of accounts (Sales, Expenses, Bank, Inventory). 

• Enter mock transactions (E.g., sale of product, payment of rent). 
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1.7  Assignment (Due Week 2) 

Task: 

Prepare a glossary with definitions and examples for the following key accounting terms (minimum 

25), such as: 

• Asset 

• Liability 

• Revenue 

• Expense 

• Equity 

• Debit 

• Credit 

• Cash Flow 

Assessment Criteria: 

• Clarity of definitions. 

• Relevance and correctness of examples. 

• Presentation format. 

1.8  Readings and References 
25. Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Harlow: Pearson. 
26. Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Harlow: Pearson.  
27. Bragg, S. (2022) Accounting Best Practices. 9th ed. Hoboken: Wiley. 
28. QuickBooks (2024) QuickBooks Getting Started Guide. Available at: https://quickbooks.intuit.com/learn-support/  
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UNIT 2 

2.1  BOOKKEEPING BASICS – RECORDING TRANSACTIONS 

2.1.1  Introduction 

This unit focuses on bookkeeping basics – recording transactions. It introduces the key concepts 

and practical skills developed through the topics and activities outlined below. 

2.1.2  Learning Objectives 

By the end of this session, you will be able to: 

29. Apply the rules of debits and credits to business transactions. 

30. Use and customize a Chart of Accounts appropriate to their business. 

31. Record financial transactions in both manual and computerized systems. 

32. Maintain a general ledger and prepare a simple trial balance. 

2.1.3  Topics 

• Understanding Debits and Credits 

• The General Ledger, Journal Entries, and Chart of Accounts 

• Recording Transactions (Sales, Purchases, Expenses, Receipts) 

2.1.4  Activities 

• Hands-on activity: Learn how to record day-to-day transactions in both manual and software 

systems. 

Time: 4 hours  



Business Accounting for Small Businesses |  15 

2.2  Understanding Debits and Credits (40 mins) 

• Double-entry bookkeeping system: Every financial transaction affects at least two accounts – 

one debit and one credit. 

• Debits (Dr): Entries that increase assets and expenses, or decrease liabilities and equity. 

• Credits (Cr): Entries that increase liabilities, equity, and income, or decrease assets and 

expenses. 

Type of Account Increased By Decreased By 

Asset Debit Credit 

Liability Credit Debit 

Equity Credit Debit 

Revenue Credit Debit 

Expense Debit Credit 

 

Example: Buying office supplies for cash 

• Debit: Office Supplies (Asset/Expense) 

• Credit: Cash (Asset) 

2.3  The General Ledger, Journal Entries, and Chart of Accounts (40 mins) 

• Chart of Accounts: A list of all accounts used in the business (e.g., Sales Revenue, Utilities 

Expense, Accounts Receivable). 

• Typically divided into 5 categories: Assets, Liabilities, Equity, Revenue, Expenses. 

• General Journal: The book of original entry where transactions are first recorded 

chronologically. 

• General Ledger: A grouping of all individual accounts, summarizing all transactions posted. 

Example Journal Entry: 

Purchased inventory for K2,000 on credit: 

• Debit: Inventory K2,000 

• Credit: Accounts Payable K2,000 

2.4  Recording Transactions (Sales, Purchases, Expenses, Receipts) (40 mins) 

• Types of Transactions: 

• Sales: Recording cash or credit sales. 

• Purchases: Recording inventory or services bought for business use. 

• Expenses: Rent, salaries, utilities, etc. 

• Receipts/Payments: Any cash inflow or outflow. 

• Importance of Source Documents: 

• Invoices, receipts, bank slips – all support accounting entries. 

Example: Received K1,500 from a customer (previous credit sale): 

• Debit: Cash K1,500 

• Credit: Accounts Receivable K1,500 
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2.5  Hands-On Activity: 2 Hours 

Objective: Learn how to record day-to-day transactions in both manual and software systems. 

Activities: 

33. Manual Recording: 

• Use a sample business scenario (e.g., retail boutique). 

• Record 5–10 transactions in a general journal (e.g., cash sale, utility bill payment, purchase 

of goods on credit). 

• Post transactions to T-accounts. 

34. Accounting Software (Excel or QuickBooks): 

• Enter the same transactions using software. 

• Use Chart of Accounts to categorize entries. 

• Generate trial balances. 

2.6  Assignment (Due Week 3) 

Task: 

• Complete a set of journal entries for a hypothetical small business based on a scenario (to be 

provided). 

• Include source document references, date, account titles, and descriptions. 

Assessment Criteria: 

• Correct use of debits and credits. 

• Proper classification using the Chart of Accounts. 

• Accuracy of entries and total balances. 

2.7  Readings and References 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• Bragg, S. (2022) Bookkeeping Essentials. 2nd ed. Wiley. 
• QuickBooks (2024) QuickBooks Tutorials. Available at: ttps://quickbooks.intuit.com/learn-support/  
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UNIT 3 

3.1  UNDERSTANDING AND PREPARING FINANCIAL STATEMENTS 

3.1.1  Introduction 

This unit focuses on understanding and preparing financial statements. It introduces the key 

concepts and practical skills developed through the topics and activities outlined below. 

3.1.2  Learning Objectives 

By the end of this session, you will be able to: 

35. Prepare a simple Income Statement, Balance Sheet, and Cash Flow Statement. 

36. Understand the relationships between the three statements. 

37. Identify financial strengths and weaknesses in a small business. 

38. Make basic interpretations to guide financial decisions. 

3.1.3  Topics 

• Components of an Income Statement 

• Components of a Balance Sheet 

• Components of a Cash Flow Statement 

• How to Interpret Financial Statements 

3.1.4  Activities 

• Hands-on activity: Practice preparing and interpreting financial statements using sample data. 

Time: 4 hours  
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3.2  Components of an Income Statement (40 mins) 

• Purpose: Measures a business’s profitability over a period (e.g., a month, quarter, or year). 

• Key Components: 

• Revenue (Sales): Total amount earned from selling goods/services. 

• Cost of Goods Sold (COGS): Direct costs tied to the production of goods/services. 

• Gross Profit: Revenue – COGS. 

• Operating Expenses: Indirect costs (e.g., rent, utilities, salaries). 

• Operating Profit (EBIT): Gross profit – Operating Expenses. 

• Net Profit (or Loss): Final profit after all income and expenses. 

Example: 

Revenue = K100,000 

COGS = K40,000 

Operating Expenses = K30,000 

Net Profit = K30,000 

3.3  Components of a Balance Sheet (40 mins) 

• Purpose: Provides a snapshot of the business's financial position at a specific date. 

• Equation: 

Assets = Liabilities + Owner’s Equity 

• Key Components: 

• Assets: 

• Current (Cash, Accounts Receivable, Inventory) 

• Non-current (Property, Equipment) 

• Liabilities: 

• Current (Accounts Payable, Short-term loans) 

• Long-term (Bank loans) 

• Owner’s Equity: 

• Capital contributed + Retained earnings 

Example: Total Assets = K150,000 

Total Liabilities = K100,000 

Owner’s Equity = K50,000 

3.4  Components of a Cash Flow Statement (30 mins) 

• Purpose: Tracks the inflows and outflows of cash in a business. 

• Sections: 

1. Operating Activities: Cash from normal business operations (sales, payments to suppliers, 

wages). 

2. Investing Activities: Purchase/sale of assets (equipment, investments). 

3. Financing Activities: Borrowings and repayments, owner contributions. 

• Key Insight: Shows liquidity—whether the business has enough cash to operate. 

Example: Positive operating cash flow but negative investing cash flow = growth stage (investing 

in assets). 
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3.5  How to Interpret Financial Statements (10 mins) 

• What to Look For: 

• Is the business profitable? 

• Is it solvent (can it pay debts)? 

• Are expenses under control? 

• Are assets productive? 

• Red Flags: 

• Rising debt. 

• Declining cash flow. 

• Falling gross or net profit margins. 

• Use Cases: 

• Making investment decisions. 

• Applying for loans. 

• Identifying cost-saving opportunities. 

3.6  Hands-On Activity (2 Hours) 

Objective: Practice preparing and interpreting financial statements using sample data. 

Activities: 

39. Given Data: Revenue, expenses, inventory costs, assets, liabilities, cash movements. 

40. Tasks: 

• Prepare an Income Statement. 

• Prepare a Balance Sheet. 

• Prepare a Cash Flow Statement (direct or indirect method). 

• Discuss insights: 

• Is the business profitable? 

• Is there sufficient liquidity? 

Tools: Excel templates or QuickBooks reporting tools. 

3.7  Assignment (Due Week 4) 

Task: 

• Analyze a given small business’s financial statements. 

• Write a 1–2 page summary covering: 

• Overall financial health. 

• Profitability. 

• Liquidity and solvency. 

• Key trends or concerns. 

Assessment Criteria: 

• Accurate preparation and interpretation. 

• Logical structure and financial insight. 

• Use of accounting terminology. 

3.8  Readings and References 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Horngren, C.T., Harrison, W.T. and Oliver, M.S. (2018) Financial Accounting. 11th ed. Pearson.  
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
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• QuickBooks (2024) Understanding Reports. Available at: https://quickbooks.intuit.com/learn-support/  



Business Accounting for Small Businesses |  21 

UNIT 4 

4.1  CASH FLOW MANAGEMENT FOR SMALL BUSINESSES 

4.1.1  Introduction 

This unit focuses on cash flow management for small businesses. It introduces the key concepts and 

practical skills developed through the topics and activities outlined below. 

4.1.2  Learning Objectives 

By the end of this session, you will be able to: 

41. Understand the importance of cash flow and the cash conversion cycle. 

42. Manage receivables and payables to maintain liquidity. 

43. Create a practical cash flow forecast for a small business. 

44. Use tools to monitor and improve cash positions. 

4.1.3  Topics 

• Importance of Cash Flow Management 

• Understanding the Cash Flow Cycle 

• Managing Receivables and Payables 

• Cash Flow Forecasting Techniques 

4.1.4  Activities 

• Hands-on activity: Build practical skills in cash flow tracking and forecasting. 

Time: 4 hours  
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4.2  Importance of Cash Flow Management (30 mins) 

• Cash is King: Profitability does not guarantee liquidity. Many profitable businesses fail due to 

poor cash flow. 

• Why Cash Flow Matters: 

• Pays employees, suppliers, and rent. 

• Ensures timely loan repayments. 

• Supports growth (inventory, expansion, marketing). 

• Difference Between Profit and Cash: 

• Profit may be on paper, but if clients haven’t paid yet, you might run out of cash. 

Example: A business makes K10,000 in sales but hasn’t collected the money—no cash to pay rent. 

4.3  Understanding the Cash Flow Cycle (30 mins) 

• Cycle Elements: 

4. Sales → Accounts Receivable 

5. Collections → Cash Inflow 

6. Payments for Inventory/Supplies → Cash Outflow 

7. Reinvestment or Savings 

• Challenges: 

8. Long payment terms from customers. 

9. Inventory holding costs. 

10. Fixed overheads. 

• Tips: 

11. Tighten credit policies. 

12. Encourage early payments. 

13. Delay non-essential spending. 

Diagram: Illustrate the cycle from receiving goods → making sales → receiving payments → 

paying suppliers. 

4.4  Managing Receivables and Payables (30 mins) 

• Accounts Receivable (AR) Management: 

• Issue invoices promptly. 

• Offer early payment discounts. 

• Follow up on overdue accounts. 

• Use aged receivables reports. 

• Accounts Payable (AP) Management: 

• Negotiate payment terms with suppliers. 

• Avoid early payment unless there’s a discount. 

• Schedule payments to align with receivables. 

Example: You owe a supplier K5,000 in 30 days but expect to collect K8,000 from clients in 15 

days—delay payment to match timing. 

4.5  Cash Flow Forecasting Techniques (30 mins) 

• What Is a Cash Flow Forecast? 

A projection of expected inflows and outflows over a set period (weekly, monthly, quarterly). 



Business Accounting for Small Businesses |  23 

• Steps in Forecasting: 

14. Estimate cash inflows (sales, loans, other income). 

15. Estimate cash outflows (rent, salaries, purchases). 

16. Calculate net cash flow (inflows – outflows). 

17. Add to opening cash balance to get closing balance. 

• Types of Forecasts: 

18. Short-term (weekly): Ideal for crisis or tight cash positions. 

19. Long-term (monthly/quarterly): Better for strategic planning. 

Tool: Use Excel or accounting software like QuickBooks for real-time forecasting. 

4.6  Hands-On Activity (2 Hours) 

Objective: Build practical skills in cash flow tracking and forecasting. 

Activities: 

45. Manual Cash Flow Forecast (Excel): 

• Learners will create a 3-month forecast. 

• Include sales, loan repayments, rent, wages, etc. 

• Calculate monthly closing balances. 

46. Using Software (e.g., QuickBooks): 

• Track cash flow entries in QuickBooks. 

• Generate a basic cash flow report. 

• Compare forecast vs. actual. 

4.7  Assignment (Due Week 5) 

Task: 

• Develop a monthly cash flow projection for a small business of your choice (real or fictional) 

for the next 3 months. 

• Include: 

• Estimated revenues 

• Anticipated expenses 

• Opening and closing balances 

• Write a short narrative: What steps would you take to manage a cash shortfall? 

Assessment Criteria: 

• Realism and accuracy of estimates. 

• Structure and clarity of presentation. 

• Practicality of cash flow strategies. 

4.8  Readings and References 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Bragg, S. (2022) Essentials of Cash Flow. 2nd ed. Wiley. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• QuickBooks (2024) Cash Flow Forecasting Tools. Available at: https://quickbooks.intuit.com/learn-support/ 
• Zambia Development Agency (ZDA) (2023) SME Toolkit – Cash Flow Management. Available at: https://www.zda.org.zm  



Business Accounting for Small Businesses |  24 

UNIT 5 

5.1  BUDGETING AND FINANCIAL PLANNING 

5.1.1  Introduction 

This unit focuses on budgeting and financial planning. It introduces the key concepts and practical 

skills developed through the topics and activities outlined below. 

5.1.2  Learning Objectives 

By the end of this session, you will be able to: 

47. Explain the role and types of budgets in small business planning. 

48. Prepare and manage different types of budgets. 

49. Conduct variance analysis to evaluate financial performance. 

50. Align budgeting with business goals and adapt to changing conditions. 

5.1.3  Topics 

• The Role of Budgeting in Business Management 

• Types of Budgets 

• Steps in Creating a Budget 

• Variance Analysis and Adjusting Budgets 

5.1.4  Activities 

• Hands-on activity: Create, analyze, and revise a small business budget using real or assumed 

data. 

Time: 4 hours  
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5.2  The Role of Budgeting in Business Management (30 mins) 

• Definition of a Budget: 

A financial plan that outlines expected income and expenditures over a specific period. 

• Purpose of Budgeting: 

• Guides spending and saving decisions. 

• Helps allocate resources efficiently. 

• Sets financial targets aligned with business strategy. 

• Facilitates monitoring of performance. 

• Benefits: 

• Reduces financial waste. 

• Increases profitability. 

• Enhances decision-making and risk management. 

Example: A bakery forecasts sales of K50,000 and allocates K10,000 to raw materials, K5,000 to 

wages, and K2,000 to marketing. 

5.3  Types of Budgets (30 mins) 

51. Operating Budget: 

• Covers day-to-day expenses and revenues. 

• Usually monthly or quarterly. 

52. Capital Budget: 

• Covers long-term investments in assets (e.g., machinery, property). 

• Focuses on return on investment (ROI). 

53. Cash Budget: 

• Projects cash inflows and outflows. 

• Helps manage liquidity and short-term borrowing. 

Case Study Example: 

A tailoring business plans to purchase a new sewing machine next quarter. They create a capital 

budget to assess affordability. 

5.4  Steps in Creating a Budget (40 mins) 

54. Set Business Goals: 

• Increase revenue by 15%, reduce overhead costs, etc. 

55. Estimate Revenues: 

• Based on sales forecasts, seasonality, historical data. 

56. Estimate Expenses: 

• Fixed (rent, salaries) and variable (materials, shipping). 

57. Track Actual vs. Budgeted: 

• Regularly review to compare real performance. 

58. Review and Adjust: 

• Make adjustments based on business changes or performance. 

Tool: Excel spreadsheet with separate tabs for revenue, expenses, and summary. 



Business Accounting for Small Businesses |  26 

5.5  Variance Analysis and Adjusting Budgets (20 mins) 

• What is Variance Analysis? 

• The process of comparing actual results to budgeted figures. 

• Types of Variances: 

• Favourable: Revenue exceeds forecast, or expenses are lower. 

• Unfavourable: Revenue below forecast, or expenses higher. 

• How to Respond: 

• Identify the cause (price change, supplier cost, etc.) 

• Adjust future budgets or operations accordingly. 

Example: If your utilities budget was K1,000 but you spent K1,500, you investigate why and 

revise projections. 

5.6  Hands-On Activity (2 Hours) 

Objective: Create, analyze, and revise a small business budget using real or assumed data. 

Activities: 

59. Excel Budget Building: 

• Create a 3-month operating budget. 

• Include revenue, fixed and variable costs. 

60. Variance Analysis: 

• Compare sample actuals with budgeted amounts. 

• Calculate variances and classify them as favourable or unfavourable. 

61. Software Application: 

• Use QuickBooks or Excel to generate a budget vs. actual report. 

5.7  Assignment (Due Week 6) 

Task: 

• Prepare a detailed quarterly budget for a hypothetical or real small business. 

• Include: 

• Revenue forecast 

• Breakdown of costs 

• Summary of net income 

• Short narrative explaining budget assumptions and risk areas 

Assessment Criteria: 

• Logical structure and formatting. 

• Realistic and justified figures. 

• Evidence of planning and business strategy alignment. 

5.8  Readings and References 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Shim, J.K. and Siegel, J.G. (2016) Budgeting Basics and Beyond. 5th ed. Wiley.  
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• QuickBooks (2024) Budgeting and Planning. Available at: https://quickbooks.intuit.com/learn-support/ 
• Zambia Development Agency (2023) SME Toolkit – Budgeting Templates. Available at: https://www.zda.org.zm  
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UNIT 6 

6.1  TAXATION FOR SMALL BUSINESSES 

6.1.1  Introduction 

This unit focuses on taxation for small businesses. It introduces the key concepts and practical 

skills developed through the topics and activities outlined below. 

6.1.2  Learning Objectives 

By the end of this session, you will be able to: 

62. Identify key tax obligations for small businesses in Zambia. 

63. Calculate taxable income and determine allowable deductions. 

64. Prepare basic tax returns using simulated business data. 

65. Track tax deadlines and ensure compliance with ZRA. 

6.1.3  Topics 

• Overview of Small Business Taxes 

• Common Tax Deductions for Small Businesses 

• Filing Deadlines and Important Tax Forms in Zambia 

• Sales Tax Collection and Remittance 

6.1.4  Activities 

• Hands-on activity: Apply tax concepts to practical scenarios and practice using tax forms. 

Time: 4 hours  
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6.2  Overview of Small Business Taxes (30 mins) 

• Why Tax Matters: 

• Ensures legal compliance. 

• Avoids penalties and fines. 

• Builds business credibility. 

• Common Business Taxes in Zambia: 

20. Income Tax: On business profits (varies by business structure). 

21. Sales Tax/VAT (Value Added Tax): On sale of goods/services; threshold applies. 

22. Withholding Tax: Deducted at source for specific payments. 

23. Payroll Tax (PAYE): Deducted from employees’ salaries. 

24. Self-Employment Tax: Paid by sole proprietors or freelancers. 

• Regulatory Bodies: 

• Zambia Revenue Authority (ZRA): www.zra.org.zm 

Example: A small salon generating annual profits of K100,000 may owe corporate tax at a small 

business rate of 15% (if registered as a company). 

6.3  Common Tax Deductions for Small Businesses (30 mins) 

• What Are Deductions? 

• Legitimate business expenses that reduce taxable income. 

• Examples of Allowable Deductions: 

• Salaries and wages 

• Rent 

• Utility bills 

• Motor vehicle fuel (for business) 

• Depreciation of fixed assets 

• Advertising and marketing expenses 

• Training and professional development 

Tip: Maintain proper documentation (invoices, receipts) for all deductible expenses. 

Case Study: A delivery business deducts K15,000 in vehicle maintenance, reducing taxable 

income from K80,000 to K65,000. 

6.4  Filing Deadlines and Important Tax Forms in Zambia (30 mins) 

• Registration Requirements: 

• Register for Taxpayer Identification Number (TPIN). 

• Register for VAT if annual turnover exceeds K800,000. 

• Key Tax Deadlines: 

• Provisional Tax Returns: Filed quarterly. 

• Annual Tax Returns: Filed by 21st June of the following year. 

• PAYE and VAT Returns: Monthly filings. 

• Important Forms: 

• ITF1 – Income Tax Return 

• VAT Return Form 

• TPIN Registration Form 
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• PAYE Summary Form 

Tip: Use the ZRA TaxOnline portal to file electronically. 

6.5  Sales Tax Collection and Remittance (30 mins) 

• VAT or Sales Tax Obligations: 

• Charged on eligible goods/services. 

• Businesses collect tax on behalf of ZRA. 

• Input VAT (paid on purchases) can be deducted from Output VAT (collected from 

customers). 

• Process: 

• Charge VAT on invoice (e.g., 16%). 

• File monthly VAT returns. 

• Pay the net amount (Output VAT – Input VAT) to ZRA. 

Example: 

Collected VAT: K12,000 

Paid VAT (on inputs): K8,000 

VAT payable = K4,000 

6.6  Hands-On Activity (2 Hours) 

Objective: Apply tax concepts to practical scenarios and practice using tax forms. 

Activities: 

66. Income Tax Simulation: 

• Learners receive a profit and loss statement. 

• Identify allowable deductions. 

• Calculate taxable income and estimated tax liability. 

• Complete a simplified ITF1 form. 

67. VAT Calculation: 

• Use invoice data to calculate Output and Input VAT. 

• Complete a sample VAT return. 

68. Filing Calendar Setup: 

• Learners build a tax filing schedule for the year using Excel or a template. 

6.7  Assignment (Due Week 7) 

Task: 

• Prepare a Tax Deduction Checklist for a fictional or real small business. 

• Include: 

• Taxable income estimate 

• Allowable expenses with descriptions 

• Summary of deductions and tax due 

• Include recommendations for staying compliant. 

Assessment Criteria: 

• Accuracy and relevance of deductions. 

• Clear presentation and format. 
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• Demonstrated understanding of tax rules. 

6.8  Readings and References 
• Zambia Revenue Authority (2024) Tax Guide for Small Businesses. Available at: https://www.zra.org.zm 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Shim, J.K. and Siegel, J.G. (2016) Small Business Taxes Made Easy. 4th ed. McGraw-Hill. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• ZRA TaxOnline Portal. Available at: https://taxonline.zra.org.zm  
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UNIT 7 

7.1  MANAGING PAYROLL AND EMPLOYEE COMPENSATION 

7.1.1  Introduction 

This unit focuses on managing payroll and employee compensation. It introduces the key concepts 

and practical skills developed through the topics and activities outlined below. 

7.1.2  Learning Objectives 

By the end of this session, you will be able to: 

69. Set up and manage a basic payroll system manually or using software. 

70. Calculate gross pay, deductions, and net pay. 

71. Understand and comply with payroll-related tax obligations in Zambia. 

72. Record payroll transactions accurately in accounting records. 

7.1.3  Topics 

• Payroll Systems and Their Role in Small Business Accounting 

• Calculating Wages, Taxes, and Benefits 

• Understanding Payroll Tax Obligations 

• Paying Employees: Payroll Software and Manual Processing 

7.1.4  Activities 

• Hands-on activity: Gain practical experience in setting up and managing payroll. 

Time: 4 hours  
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7.2  Payroll Systems and Their Role in Small Business Accounting (30 mins) 

• What is Payroll Accounting? 

• The process of recording employee compensation, benefits, and related taxes. 

• Why Payroll Is Important: 

• Ensures legal compliance with labour laws and tax regulations. 

• Builds employee trust through timely and accurate payments. 

• Impacts cash flow and business planning. 

• Manual vs. Automated Payroll Systems: 

• Manual (paper or Excel-based): Low-cost but time-consuming. 

• Automated (e.g., QuickBooks Payroll): Efficient and reduces errors. 

Real-world example: A shop with 4 staff processes payroll manually using Excel but transitions to 

software as the business grows. 

7.3  Calculating Wages, Taxes, and Benefits (30 mins) 

• Components of Payroll: 

25. Gross Pay – total earnings before deductions. 

26. Statutory Deductions in Zambia: 

• PAYE (Pay As You Earn): Based on income tax brackets. 

• NAPSA (National Pension Scheme Authority): 10% of gross salary (5% employee, 

5% employer). 

• NHIMA (National Health Insurance): 1% of gross pay. 

27. Other Deductions: Loans, advances, union dues. 

28. Net Pay – amount paid to the employee. 

• Payroll Formula Example: 

Gross Salary: K5,000 

PAYE: K500 

NAPSA: K250 

NHIMA: K50 

Net Pay = K4,200 

7.4  Understanding Payroll Tax Obligations (30 mins) 

• Employer Responsibilities: 

• Deduct PAYE, NAPSA, and NHIMA from employees’ salaries. 

• Match NAPSA contributions. 

• Remit to ZRA, NAPSA, and NHIMA by statutory deadlines. 

• Filing Requirements: 

• PAYE monthly returns to ZRA. 

• NAPSA returns submitted through eNAPSA portal. 

• NHIMA returns filed monthly via the NHIMA online system. 

• Consequences of Non-Compliance: 

• Penalties, interest charges, and reputational damage. 

Tip: Keep a payroll register and remittance schedule updated monthly. 
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7.5  Paying Employees: Payroll Software and Manual Processing (30 mins) 

• Manual Payroll Process: 

• Excel templates: Salary sheet, payslip, deduction tracker. 

• Payroll journal entry for bookkeeping: 

Dr. Salaries Expense 

Cr. PAYE Payable, NAPSA Payable, NHIMA Payable, Bank 

• Using Payroll Software: 

• Set up employee profiles. 

• Input salary details, tax settings, and benefits. 

• Auto-calculate deductions and generate payslips. 

• Integrate with accounting and banking systems. 

Software Options: QuickBooks Payroll, Excel-based templates, PayBooks (Zambia). 

7.6  Hands-On Activity (2 Hours) 

Objective: Gain practical experience in setting up and managing payroll. 

Activities: 

73. Manual Payroll Calculation: 

• Use sample data for 3 employees. 

• Calculate gross pay, statutory deductions, and net pay. 

• Prepare sample payslips using an Excel template. 

74. Payroll Journal Entries: 

• Record payroll expenses and liabilities in accounting software or Excel. 

• Post remittance of taxes and pension. 

75. Payroll Setup in Software: 

• Create a payroll structure in QuickBooks or an Excel simulation. 

• Generate a monthly payroll report. 

7.7  Assignment (Due Week 8) 

Task: 

• Prepare a Payroll Report for a small business (real or hypothetical) for one pay period. 

• Include: 

• Payroll summary for 2–5 employees. 

• Deductions (PAYE, NAPSA, NHIMA). 

• Payroll journal entry for the business’s accounts. 

Assessment Criteria: 

• Accuracy in calculations. 

• Clarity and format of payroll report. 

• Understanding of deductions and accounting treatment. 

7.8  Readings and References 
• Zambia Revenue Authority (2024) Employer’s PAYE Guide. Available at: https://www.zra.org.zm 
• NAPSA (2023) Employer Contribution Manual. Available at: https://www.napsa.co.zm 
• NHIMA (2023) Employer Compliance Guide. Available at: https://www.nhima.co.zm 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• QuickBooks (2024) Payroll Setup Guide. Available at: https://quickbooks.intuit.com/learn-support/  
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UNIT 8 

8.1  USING ACCOUNTING SOFTWARE FOR SMALL BUSINESS 

8.1.1  Introduction 

This unit focuses on using accounting software for small business. It introduces the key concepts 

and practical skills developed through the topics and activities outlined below. 

8.1.2  Learning Objectives 

By the end of this session, you will be able to: 

76. Set up a small business in accounting software. 

77. Record and manage daily business transactions digitally. 

78. Generate key financial reports using software tools. 

79. Perform bank reconciliation to ensure data accuracy. 

8.1.3  Topics 

• Introduction to Popular Accounting Software 

• Setting Up a Business in Accounting Software 

• Automating Routine Accounting Tasks 

• Bank Reconciliation and Integration 

8.1.4  Activities 

• Hands-on activity: Familiarize learners with actual accounting software workflows. 

Time: 4 hours  
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8.2  Introduction to Popular Accounting Software (30 mins) 

• Why Use Accounting Software: 

• Reduces manual errors. 

• Saves time on recurring tasks. 

• Enables real-time financial tracking. 

• Supports compliance (e.g., tax reports, PAYE tracking). 

• Popular Software Options: 

29. QuickBooks (Desktop/Online) 

30. Zoho Books 

31. Xero 

32. Wave Accounting 

33. Excel (for small-scale or manual systems) 

• Choosing the Right Software: 

• Consider cost, ease of use, features, and integration with other tools (e.g., payroll, POS). 

Case Study: A food delivery start-up switches from Excel to QuickBooks to automate sales 

tracking and reconcile mobile money payments. 

8.3  Setting Up a Business in Accounting Software (30 mins) 

• Initial Setup Steps: 

34. Create a company profile (business name, fiscal year, currency). 

35. Set up chart of accounts (categories like income, rent, salaries, inventory). 

36. Add customers, vendors, and product/service items. 

37. Set tax preferences (VAT registration, withholding tax settings). 

• Importance of Setup: 

38. Correct setup avoids errors in reports and tax filings. 

39. Software tailors features based on setup (e.g., industry type, payment methods). 

Tip: Always back up your data regularly to avoid data loss. 

8.4  Automating Routine Accounting Tasks (30 mins) 

• Tasks You Can Automate: 

• Invoicing: Auto-generate recurring invoices. 

• Payment Reminders: Notify clients of due payments. 

• Payroll Processing: Auto-calculate salaries and deductions. 

• Tax Reporting: Auto-generate VAT and PAYE summaries. 

• Benefits of Automation: 

• Saves time. 

• Reduces reliance on external accountants. 

• Provides accurate, up-to-date insights. 

Example: A boutique uses QuickBooks to email monthly rent invoices to its tenants and track 

when payments are made. 

8.5  Bank Reconciliation and Integration (30 mins) 

• What is Bank Reconciliation? 
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• Matching your business records with bank statements to ensure accuracy. 

• Steps in Reconciliation: 

• Connect bank account (if supported). 

• Import bank statement or transactions. 

• Match each transaction to ledger entries. 

• Resolve discrepancies. 

• Importance of Reconciliation: 

• Identifies errors, missed transactions, or fraud. 

• Ensures financial reports reflect real balances. 

Tip: Reconcile monthly to stay on top of finances. 

8.6  Hands-On Activity (2 Hours) 

Objective: Familiarize learners with actual accounting software workflows. 

Activities: 

80. QuickBooks Practice (or Simulated Excel System): 

• Set up a sample business profile. 

• Create customer and vendor records. 

• Record sample transactions (sales, expenses, inventory purchases). 

• Generate an income statement and a balance sheet. 

81. Bank Reconciliation Simulation: 

• Import a mock bank statement. 

• Match transactions to the general ledger. 

• Generate reconciliation reports and resolve mismatches. 

82. Bonus Task (for advanced learners): 

• Set up VAT tracking and create a VAT return from sales and purchase data. 

8.7  Assignment (Due Week 9) 

Task: 

• Using either QuickBooks (trial version) or Excel: 

• Set up a small business profile with at least: 

• 3 income categories 

• 5 expense categories 

• 2 customers 

• 2 vendors 

• Record one week of transactions. 

• Generate a Profit & Loss statement and a Balance Sheet. 

• Reconcile bank entries with sample statement. 

Assessment Criteria: 

• Proper setup and categorization of accounts. 

• Accuracy of transaction records. 

• Correct financial statements and reconciliation output. 

8.8  Readings and References 
• Intuit QuickBooks (2024) QuickBooks Online Tutorials. Available at: https://quickbooks.intuit.com/learn-support/ 
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• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• Sage (2023) Small Business Accounting Software Comparison Guide. Available at: https://www.sage.com/en-za/ 
• Zambia Development Agency (ZDA) (2023) SME Finance Management Toolkit. Available at: https://www.zda.org.zm   
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UNIT 9 

9.1  INVENTORY MANAGEMENT AND COSTING 

9.1.1  Introduction 

This unit focuses on inventory management and costing. It introduces the key concepts and 

practical skills developed through the topics and activities outlined below. 

9.1.2  Learning Objectives 

By the end of this session, you will be able to: 

83. Understand and apply inventory valuation methods. 

84. Track inventory movements manually and digitally. 

85. Calculate cost of goods sold for a given period. 

86. Develop a simple but effective inventory control system. 

9.1.3  Topics 

• Importance of Inventory Management in Small Business Accounting 

• Inventory Valuation Methods 

• Tracking Inventory Costs and Calculating COGS 

• Using Software and Systems to Manage Inventory 

9.1.4  Activities 

• Hands-on activity: Practice setting up and managing an inventory system using Excel and/or 

accounting software. 

Time: 4 hours  
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9.2  Importance of Inventory Management in Small Business Accounting (30 mins) 

• What is Inventory? 

• Goods held for resale or used in production. 

• Types include raw materials, work-in-progress, and finished goods. 

• Why Inventory Management Matters: 

• Impacts cash flow, profits, and customer satisfaction. 

• Prevents stockouts or overstocking. 

• Supports accurate financial reporting and decision-making. 

• Inventory and Accounting: 

• Inventory is recorded as an asset on the balance sheet. 

• When sold, it becomes COGS on the income statement. 

Example: A small grocery store tracks perishable and non-perishable items separately to optimize 

ordering cycles. 

9.3  Inventory Valuation Methods (30 mins) 

• Inventory Valuation Affects: 

• Profit margins, tax liability, and balance sheet accuracy. 

• Valuation Methods: 

40. FIFO (First-In, First-Out): 

1. Oldest inventory costs are used first. 

2. Reflects recent prices on the balance sheet. 

41. LIFO (Last-In, First-Out): (Less common, not accepted in some countries like Zambia) 

3. Newest costs are recorded first. 

4. Reduces taxable income during inflation. 

42. Weighted Average Cost: 

5. Average cost of all inventory units is used for each sale. 

• Comparing Methods (using simple numbers): 

• Inventory Purchase: 5 units at K10, then 5 units at K12. 

• FIFO Sale (5 units): Cost = 5 x K10 = K50 

• Weighted Average Sale (5 units): Cost = 5 x K11 = K55 

9.4  Tracking Inventory Costs and Calculating COGS (30 mins) 

• What is COGS? 

• Direct cost of producing or purchasing goods that were sold. 

• COGS Formula: 

COGS = Opening Inventory + Purchases – Closing Inventory 

• Impact of COGS: 

• Affects gross profit (Revenue – COGS = Gross Profit). 

• Helps in pricing and profitability analysis. 

Example: 

Opening Inventory = K1,000 

Purchases = K4,000 
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Closing Inventory = K1,200 

COGS = 1,000 + 4,000 – 1,200 = K3,800 

9.5  Using Software and Systems to Manage Inventory (30 mins) 

• Manual Inventory Tracking: 

• Excel inventory registers with stock-in, stock-out, and balance columns. 

• Ideal for businesses with limited product lines. 

• Software Tools: 

• QuickBooks Inventory Module 

• Zoho Inventory 

• Odoo ERP (for advanced users) 

• POS systems with inventory features (e.g., Vend) 

• Inventory Reports: 

• Stock levels, reorder alerts, inventory valuation, COGS reports. 

Tip: Regular stocktaking is essential for accuracy. 

9.6  Hands-On Activity (2 Hours) 

Objective: Practice setting up and managing an inventory system using Excel and/or accounting 

software. 

Activities: 

87. Excel Inventory Register: 

• Track purchases and sales. 

• Apply FIFO and Weighted Average methods to calculate COGS. 

88. Inventory in QuickBooks (or simulated system): 

• Set up product items with cost and selling prices. 

• Record purchase and sale transactions. 

• Generate inventory and COGS reports. 

89. Inventory Reconciliation Exercise: 

• Use stock count data to reconcile against system records. 

• Identify shrinkage or discrepancies. 

9.7  Assignment (Due Week 10) 

Task: 

• Prepare an Inventory Management Plan and COGS Report for a hypothetical or real business. 

• Include: 

• List of inventory items with quantities and prices. 

• Chosen valuation method and justification. 

• Calculation of COGS over a one-month period. 

• A brief stock control policy (e.g., minimum stock levels, reorder process). 

Assessment Criteria: 

• Accuracy of inventory data and COGS. 

• Logical presentation and method selection. 

• Clear understanding of inventory’s impact on financial statements. 
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9.8  Readings and References 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• QuickBooks (2024) Inventory and Products Module. Available at: https://quickbooks.intuit.com/learn-support/ 
• Shim, J.K. and Siegel, J.G. (2016) Cost Accounting for Small Business. 3rd ed. McGraw-Hill. 
• Zambia Development Agency (2023) Inventory Control Guidelines for SMEs. Available at: https://www.zda.org.zm   
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UNIT 10 

10.1  FINANCIAL ANALYSIS FOR SMALL BUSINESS DECISION-MAKING 

10.1.1  Introduction 

This unit focuses on financial analysis for small business decision-making. It introduces the key 

concepts and practical skills developed through the topics and activities outlined below. 

10.1.2  Learning Objectives 

By the end of this session, you will be able to: 

90. Calculate and interpret key financial ratios from financial statements. 

91. Use financial data to identify business strengths and risks. 

92. Apply ratio analysis to support pricing, budgeting, and strategic decisions. 

93. Present financial insights clearly to stakeholders. 

10.1.3  Topics 

• Key Financial Ratios and Their Categories 

• How to Use Financial Ratios to Assess Business Performance 

• Decision-Making Based on Financial Data 

• Presenting Financial Analysis for Stakeholders 

10.1.4  Activities 

• Hands-on activity: Apply ratio analysis to real or hypothetical financial data. 

Time: 4 hours  
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10.2  Key Financial Ratios and Their Categories (30 mins) 

• What Are Financial Ratios? 

• Relationships between key numbers in financial statements. 

• Used to assess a business's performance, efficiency, liquidity, and solvency. 

• Categories of Ratios: 

43. Liquidity Ratios – Can the business meet short-term obligations? 

6. Current Ratio = Current Assets / Current Liabilities 

7. Quick Ratio = (Current Assets – Inventory) / Current Liabilities 

44. Profitability Ratios – Is the business generating profits efficiently? 

8. Gross Profit Margin = Gross Profit / Revenue 

9. Net Profit Margin = Net Profit / Revenue 

10. Return on Assets (ROA) = Net Income / Total Assets 

45. Efficiency Ratios – How well are resources being used? 

11. Inventory Turnover = COGS / Average Inventory 

12. Receivables Turnover = Revenue / Accounts Receivable 

46. Gearing/Solvency Ratios – Can the business handle its debt? 

13. Debt-to-Equity Ratio = Total Debt / Total Equity 

14. Interest Coverage Ratio = EBIT / Interest Expense 

Example: A bakery with a gross profit of K50,000 and revenue of K100,000 has a Gross Profit 

Margin of 50%. 

10.3  How to Use Financial Ratios to Assess Business Performance (30 mins) 

• What Financial Ratios Reveal: 

• Trends in growth, cost control, and profitability. 

• Operational inefficiencies (e.g., slow inventory turnover). 

• Cash flow pressures (low current ratio). 

• Benchmarking: 

• Compare ratios to past performance, industry averages, or competitors. 

• Common Red Flags: 

• High debt-to-equity ratio = overleveraged business. 

• Declining net profit margin = rising costs or pricing issues. 

• Low inventory turnover = slow-moving or obsolete stock. 

Tip: Use a dashboard to track ratios monthly or quarterly. 

10.4  Decision-Making Based on Financial Data (30 mins) 

• Using Financial Analysis to Drive Decisions: 

47. Pricing Strategy: Use margin analysis to adjust prices for profitability. 

48. Cost Control: Identify overspending categories. 

49. Expansion Planning: Use ROA and debt ratios to assess funding ability. 

50. Cash Flow Improvements: Use receivables turnover to shorten payment cycles. 

Example Decision: A small retailer with poor liquidity and rising costs may delay expansion until 

short-term liabilities are managed. 
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10.5  Presenting Financial Analysis for Stakeholders (30 mins) 

• Why Presentation Matters: 

• Stakeholders (investors, partners, lenders) need clarity. 

• Builds trust and improves funding opportunities. 

• Key Elements of a Financial Analysis Report: 

• Executive Summary 

• Key Ratios with explanations 

• Trends and graphs 

• Recommendations 

• Tools to Use: 

• Excel dashboards with charts 

• PowerPoint for pitch presentations 

• PDF summary reports with visuals 

Tip: Keep reports simple, visual, and tailored to your audience. 

10.6  Hands-On Activity (2 Hours) 

Objective: Apply ratio analysis to real or hypothetical financial data. 

Activities: 

94. Ratio Calculation Workshop: 

• Use provided income statement and balance sheet data. 

• Calculate at least 2 ratios from each category (Liquidity, Profitability, Efficiency, Gearing). 

95. Interpretation and Recommendation Exercise: 

• Identify performance strengths and weaknesses. 

• Write a 1-page analysis summary with 3 key improvement actions. 

96. Dashboard Building (Optional for advanced learners): 

• Use Excel to create a simple financial dashboard using charts and conditional formatting. 

10.7  Assignment (Due Week 11) 

Task: 

• Perform a Financial Ratio Analysis for a small business using sample or real financial data. 

• Include: 

• At least 8 ratios (2 per category). 

• Interpretation of each ratio. 

• Summary of overall business performance. 

• 3 action-oriented recommendations. 

Assessment Criteria: 

• Accuracy of ratio calculations. 

• Clarity and insight of interpretation. 

• Practicality of recommendations. 

10.8  Readings and References 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• Shim, J.K. and Siegel, J.G. (2016) Financial Analysis for Small Business Owners. 2nd ed. McGraw-Hill. 
• Bragg, S.M. (2021) Financial Analysis: A Controller’s Guide. 5th ed. Wiley. 
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• Zambia Development Agency (2023) Financial Management Toolkit for SMEs. Available at: https://www.zda.org.zm   
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UNIT 11 

11.1  INTERNAL CONTROLS AND PREVENTING FRAUD 

11.1.1  Introduction 

This unit focuses on internal controls and preventing fraud. It introduces the key concepts and 

practical skills developed through the topics and activities outlined below. 

11.1.2  Learning Objectives 

By the end of this session, you will be able to: 

97. Explain the importance of internal controls in small business operations. 

98. Identify common fraud risks and signs in financial activities. 

99. Design and implement a simple internal control system. 

100. Secure both physical and digital financial data effectively. 

11.1.3  Topics 

• Importance of Internal Controls in Small Business Accounting 

• Preventing and Detecting Fraud in Small Businesses 

• Developing an Internal Control System 

• Best Practices for Securing Financial Data 

11.1.4  Activities 

• Hands-on activity: Help learners identify and address weaknesses in internal control systems. 

Time: 4 hours  
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11.2  Importance of Internal Controls in Small Business Accounting (30 mins) 

• What Are Internal Controls? 

• Policies and procedures that ensure accurate financial reporting, protect assets, and promote 

operational efficiency. 

• Why Internal Controls Matter in Small Businesses: 

• Smaller teams mean higher fraud risk due to limited oversight. 

• Essential for compliance, especially with tax and financial regulations. 

• Prevents errors and unintentional losses. 

• Key Control Objectives: 

• Accuracy of financial records 

• Authorization of transactions 

• Safeguarding of assets 

• Prevention and detection of fraud 

Example: A business that requires two signatures for all payments reduces the risk of unauthorized 

disbursements. 

11.3  Preventing and Detecting Fraud in Small Businesses (30 mins) 

• Common Types of Fraud in Small Businesses: 

• Theft of cash or inventory 

• Falsified expense reports 

• Fake suppliers or ghost employees 

• Payroll fraud 

• Fraud Red Flags: 

• Unexplained changes in financial results 

• Missing documentation 

• Over-reliance on one employee for multiple functions 

• Detection Strategies: 

• Surprise audits 

• Reconciliations and cross-checks 

• Whistleblower policies 

Case Study: A small hardware store caught an employee manipulating inventory records by 

reviewing purchase and stock movement mismatches. 

11.4  Developing an Internal Control System (30 mins) 

• Components of a Simple Internal Control System: 

51. Segregation of Duties – Divide tasks among different people (e.g., one person receives cash, 

another records it). 

52. Authorization Controls – Only specific roles can approve spending or discounts. 

53. Physical Controls – Lockboxes, secure passwords, CCTV for cash and inventory. 

54. Documentation and Recordkeeping – All transactions must be supported by receipts, 

invoices, or contracts. 

55. Independent Reviews – Regular internal or external reviews of records. 
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Tip: Even a 3-person business can implement strong controls with clearly defined roles and digital 

tools. 

11.5  Best Practices for Securing Financial Data (30 mins) 

• Digital Security Practices: 

• Use accounting software with access controls and audit trails. 

• Enable two-factor authentication and regular backups. 

• Encrypt sensitive files and use secure cloud storage. 

• Physical Security Practices: 

• Lock paper records in filing cabinets. 

• Limit access to storage rooms or safes. 

• Employee Awareness: 

• Train staff on fraud risks, ethics, and reporting procedures. 

Best Practice: Back up your accounting data weekly and store it off-site or on a secure cloud 

platform like Google Drive or Dropbox with encryption. 

11.6  Hands-On Activity (2 Hours) 

Objective: Help learners identify and address weaknesses in internal control systems. 

Activities: 

101. Internal Control Gap Analysis (Workshop): 

• Review a case study of a small business with weak controls. 

• Identify risks (e.g., no stock records, one person handles all cash and bookkeeping). 

• Propose corrective measures (e.g., segregation of duties, use of software). 

102. Internal Control Checklist Creation: 

• Each participant creates a simple checklist for their business covering: 

• Cash handling 

• Inventory management 

• Authorizations 

• Recordkeeping 

• Data security 

103. Fraud Risk Mapping: 

• Identify possible fraud points in your business (e.g., cash sales, payroll). 

• Match each risk to a control. 

11.7  Assignment (Due Week 12) 

Task: 

• Create an Internal Control Plan and Checklist for a small business of your choice. 

• Include: 

• A list of control objectives 

• Key control procedures (per functional area) 

• Measures for fraud prevention and detection 

• A one-page checklist to use monthly 

Assessment Criteria: 
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• Relevance and completeness of control procedures 

• Practicality for small business application 

• Fraud risks appropriately identified and addressed 

11.8  Readings and References 
• Committee of Sponsoring Organizations of the Treadway Commission (COSO) (2013) Internal Control – Integrated Framework. COSO. 
• Wood, F. and Sangster, A. (2018) Business Accounting 1. 14th ed. Pearson.  
• ZRA (2023) Best Practices for Financial Record Keeping. Available at: https://www.zra.org.zm 
• IFAC (2022) Internal Controls in the SME Sector: Implementation Guide. Available at: https://www.ifac.org 
• Association of Certified Fraud Examiners (ACFE) (2022) Small Business Fraud Prevention Manual. Available at: https://www.acfe.com  
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UNIT 12 

12.1  FINAL PROJECT AND PRESENTATION 

12.1.1  Introduction 

This unit focuses on final project and presentation. It introduces the key concepts and practical 

skills developed through the topics and activities outlined below. 

12.1.2  Learning Objectives 

By the end of this session, you will be able to: 

104. Prepare and deliver a financial presentation suitable for business stakeholders. 

105. Demonstrate integrated understanding of accounting concepts and tools. 

106. Develop a customized accounting and financial management plan for a small business. 

107. Confidently apply their knowledge to support real-world business decisions. 

12.1.3  Topics 

• Presenting Financial Information to Stakeholders 

• Applying What You’ve Learned: Course Recap and Next Steps 

12.1.4  Activities 

• Hands-on activity: Allow participants to showcase their understanding by presenting a complete 

small business financial case. 

Time: 4 hours  
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12.2  Presenting Financial Information to Stakeholders (30 mins) 

• Why Presentation Matters: 

• Effective communication builds credibility and trust. 

• Helps in securing funding, partnerships, or strategic buy-in. 

• Translates complex numbers into actionable business language. 

• Tailoring the Message: 

• Investors: Focus on profitability, return on investment, and growth potential. 

• Partners/Managers: Emphasize cost control, sustainability, and operational metrics. 

• Banks/Lenders: Highlight repayment ability, cash flow, and financial stability. 

• Key Components of a Financial Presentation: 

• Executive summary 

• Overview of the business 

• Key financial statements and ratios 

• Budget and forecasts 

• Risks and mitigation strategies 

• Clear visual aids (charts, graphs, dashboards) 

Tip: Use storytelling—walk the audience through the financial journey, from goals to performance 

and action plans. 

12.3  Applying What You’ve Learned: Course Recap and Next Steps (30 mins) 

• Review of Key Modules: 

• Bookkeeping basics 

• Financial statements 

• Cash flow and budgeting 

• Taxation and payroll 

• Software and automation 

• Internal controls and fraud prevention 

• Financial analysis for decision-making 

• How to Continue After the Course: 

• Start applying principles immediately to your business. 

• Use the financial tools developed during the course. 

• Continue learning: enroll in intermediate courses, seek mentorship, or hire professionals 

when needed. 

• Growth Mindset: 

• Accounting is not just about numbers; it’s about making better business decisions. 

• Financial literacy is a lifelong asset. 

12.4  Hands-On Activity (3 Hours) 

Objective: Allow participants to showcase their understanding by presenting a complete small 

business financial case. 

12.5  Final Project Presentation (Group or Individual) 

Task: 
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• Present a business case or real-life application demonstrating your ability to: 

• Set up and manage a basic accounting system. 

• Prepare and interpret financial statements. 

• Conduct basic financial analysis and budgeting. 

• Use accounting software. 

• Apply internal control and fraud prevention strategies. 

Presentation Should Include: 

• Business overview (real or hypothetical) 

• Summary of financial statements (Income Statement, Balance Sheet, Cash Flow) 

• Budget and cash flow projection 

• Ratio analysis and key insights 

• Internal control plan 

• Recommendations for financial improvement 

Presentation Format: 

• 10–15 minute oral presentation with visuals (PowerPoint or printed handouts) 

• Optional: Demonstration of software tools used (e.g., QuickBooks dashboard or Excel report) 

12.6  Final Submission 

Project Portfolio (to be submitted): 

• Written report (5–8 pages) 

• Supporting documents: financial statements, ratio analysis, budget, internal control checklist 

• Presentation slides 

12.7  Assessment Criteria 

• Clarity and structure of the presentation 

• Accuracy and completeness of financial reports 

• Practical application of course concepts 

• Creativity and professionalism in communication 

• Relevance of recommendations 

12.8  Readings and References 
• Robbins, S.P. and Coulter, M. (2022) Management. 15th ed. Pearson. 
• Atrill, P. and McLaney, E. (2021) Accounting and Finance for Non-Specialists. 11th ed. Pearson. 
• ZDA (2023) SME Presentation and Proposal Toolkit. Available at: https://www.zda.org.zm 
• QuickBooks (2024) How to Create Financial Reports and Present to Investors. Available at: https://quickbooks.intuit.com  


