Small and Medium Enterprises SMES

Accounting System
Introduction
Accounting is the process of measuring and communicating economic information to permit informed judgments and decisions by users of the information

Accounting has many objectives; including letting people and organizations know:

· If they are making a profit or a loss

· What their business is worth

· What transaction was worth to them

· How much cash they have

· How wealthy they are

· How much they are owed

· How much they owe to someone else

· Enough information so that they can keep a sound financial check

However, the primary objective of Accounting is to provide information for decision making

Information Technology is the use of electronic computers and computer software to convert, store, protect, process, transmit and securely retrieve information. Initially Information Technology was under Accounting Department.

The combination of Accounting processes and procedures and Information Technology gives birth to Management Information System.  Management Information System is the discipline covering the application of people, technologies, and procedures to solving business problems.

In their infancy, business computers were used for the practical business of computing the payroll and keeping track of accounts payable and receivable. As applications were developed that provided managers with information about sales, inventories, and other data that would help in managing the enterprise, the term "MIS" arose to describe these kinds of applications. Today, the term is used broadly in a number of contexts and includes (but is not limited to): decision support systems, resource and people management applications, project management, and database retrieval applications.
SME Accounting System
SME Accounting System is a management Information System that integrates the policies and procedures of Accounting with Information System. SME Accounting System ensures accuracy of Accounting posting reporting, e-accountancy, real time processing of all transactions and auto reporting. 

· Features of SME Accounting System

· Real time processing of transactions

· Auto reporting

· Automatic Bank Reconciliation 

· Divides an Institution into departments and enables those departments to have Budget

· Projects option

SME Accounting System contains the following modules:

· General Ledger

· Accounts Receivable

· Accounts Payable
1. General Ledger
The double entries of SMES are kept in Ledgers. Ledgers are divided into three:
· Sales Ledger: This is for Customers’ personal Accounts
· Purchase Ledger: This is for Suppliers’ personal Accounts
· General Ledger: This contains the remaining double entry accounts such as those relating to expenses, fixed assets and capital

The general ledger is the core of your company’s financial records. These constitute the central “books” of your system, and every transaction flows through the general ledger. These records remain as a permanent track of the history of all financial transactions since day one of the life of your company.
The general ledger is a summary of all of the transactions that occur in the company. It is built up by posting transactions recorded in the general journal.

There are seven basic categories in which all accounts are grouped:
· Assets
· Liability
· Owner's equity
· Revenue
· Expense
· Gains
· Losses
Setting up the General Ledger
There are two main issues to understand when setting up the general ledger. One is their linkage to your financial reports, and the other is the establishment of opening balances. The two primary financial documents of any company are their balance sheet and the profit and loss statement, and both of these are drawn directly from the company’s general ledger. All the General Ledger accounts are connected to the primary statements. The following data would be capture and processed by the system:

· Open Balance of 

· General Ledger Budget for each department for the period

· Departmental Sales Income for the period

· Departmental Cost of Sales for the period

· Incomes other than trading Income for each department for the period. For instance Rent Incomes

· Recurrent Payments posting for the fiscal period

· Recurrent Journals posting for the fiscal period

· Expenses other than cost of sales for each department for the period. For instance Salaries

· Departmental Advances 

· Departmental Prepayments and outstanding

· Transfers between General ledger Accounts

· Adjustments in Accounts

· Bank reconciliation

The above General Ledger entries would enable the production of the following reports:

· Chart of Accounts: List of General Ledger Accounts

· Trial Balance report: List of General Ledger Accounts and their respective Balances

· Transaction report

· Posting Detail Report: Entries in each General Ledger Account
· Variance reports: Lists side by side Budget and Actual Amounts
· Audit trail report: Persons who have accessed the system

· Consolidated Income statement: Show the profit of the company

· Consolidated Balance sheet report: Lists the assets against the Liabilities
2. Accounts Payable
Every time a sale occurs, an expense and a liability are raised. The expense raised would be the cost incurred to bring the good or service to its present location and position. The liability would be the person to be paid for the goods or service. This liability is referred to as Accounts Payable or Creditors. 
Accounts payable is a file or account that contains money that a person or company owes to suppliers, but hasn't paid yet. Thus, the A/P is a form of credit that suppliers offer to their purchasers by allowing them to pay for a product or service after it has already been received.
Accounts Payable uses the Purchase Ledger.

The Accounts Payable is integrated with the General Ledger. List of the Creditors and their respective details is necessary for the system to work. This is done only once. Entries made in the Accounts payable is allocated a Document number which is automatically generated by the system Creditors form a major part in our liabilities. The following input is necessary for Accounts Payable:

· Opening balance for each creditor

· Local purchase order for each order placed per department

· Approval of the orders

· Goods Received note

· Transfer of invoices between debtors accounts

· Adjusting Creditors Goods received note to agree with Invoice sent

· Posting other credit expenses other than trading expenses

· Voiding entries made in the creditors account

· Settling creditors Account. I.e. posting creditors payments

· Prepayments

· Allocation of payments

· Voiding Payments posted

· Reconciling creditors account

Above Accounts Payable entries would enable you to produce the following reports:

· List of Creditors: running a query

· Aged Accounts Payable

· Payment Listing Report

· Invoice/ Voucher tracking report

· Voided vouchers report

· Voided Payments list
3. Accounts Receivable
Accounts receivable is one of a series of accounting transactions dealing with the billing of customers who owe money to a person, company or organization for goods and services that have been provided to the customer. In most business entities this is typically done by generating an invoice and mailing or electronically delivering it to the customer, who in turn must pay it within an established timeframe called credit or payment terms.
Accounts receivable uses the Sales Ledger.

On a company's balance sheet, accounts receivable is the amount that customers owe to that company. Sometimes called Debtors, they are classified as current assets. Debtors form a major part of the companies trading activities. List of clients and their respective details is necessary. Every transaction raised in the system is allocated an Invoice number automatically. The following data is essential for Accounts Receivable processing:

· Opening balance for each debtor

· Sales posting for every sale made

· Transfer of invoices between debtors accounts

· Posting Debit note and credit note

· Late fee posting

· Receipt posting either cash or cheque

· Advance receipt from clients

· Allocation of receipts

· Posting refunds

· Voiding Cash receipt

· Reconciling debtors account

Accounts Receivable posting will generate the following reports:

· Aged Accounts Receivables

· Client Statement

· Sales volume report

· Receipt listing

· Clients Activity Report

· Missing Invoice listing

· Voided receipts listing

