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	Purpose of the unit standard
This Unit Standard is for people who are responsible for controlling the finances of a small business or who are responsible for the bookkeeping aspect of financial management in larger organisations. 
Qualifying learners will be able to:

· Make adjustments to total expenses and purchases of assets. 

· Prepare an income statement (trading and profit and loss account) and balance sheet for a small business. 

· Understand the distinctions between gross profit, net profit and cash in hand. 

· Be able to calculate and use basic liquidity and profitability ratios to assess the performance of a small business. 

	NQF Level:              4
	Credits:                    4
	Notional hours           40

	Specific Outcomes
	Critical Cross Field Outcomes

	After completion of the study unit learners should be able to:

1. Make adjustments to total expenses and purchases of assets. 
2. Prepare an income statement (trading and profit and loss account) and balance sheet for a small business. 
3. Understand the distinctions between gross profit, net profit and cash in hand. 
4. Calculate and use basic liquidity and profitability ratios. 

	· Identify and solve problems in which responses display that responsible decisions using critical and creative thinking have been made. 
· Organise and manage oneself and one`s activities responsibly and effectively. 
· Collect, organise and critically evaluate information. 
· Communicate effectively using visual, mathematical and language skills in the modes of oral and written presentations. 
· Use science and technology effectively and critically (showing responsibility towards the environment and health of others). 
· Demonstrate an understanding of the world as a set of related systems. 
· Be culturally and aesthetically sensitive across a range of social contexts 





	Assessment Criteria

	Specific outcome 1:

· The different methods of stock valuation are understood and examples given of how each is used in an organisation. 
· Adjustments are made for stock valuation, depreciation of fixed assets, pre-payments and bad debts of a small business (using the straight line and reducing balance methods of depreciation). 
Specific outcome 2:

· The reasons for preparing an income statement (trading account and profit and loss account) and a balance sheet for a small business are explained giving examples of the advantages and disadvantages for the business if they are not prepared. 
· An income statement (trading account and profit and loss account) and a balance sheet are prepared for a small business using information from the financial records of the business. 
Specific outcome 3:
· The differences between gross and net profit and cash in hand are known and explained using examples from a small business. 
· The significance of these distinctions is explained for a business. 
Specific outcome 4: 

· Ratio calculations are made in respect of profitability and liquidity for a small business. 
· The performance of a business is appraised and commented on following a ratio and liquidity analysis. 
· The limitations of ratio analysis for assessing the current and future potential performance is understood for a business. 

	Embedded Knowledge

	1. N/A

	Learning assumed to be in place and recognition of prior learning

	2. Literacy level 4.
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