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	Bookkeeping is an essential part of self-employment.  You may employ an accountant to help with your tax return, but it will be your responsibility to keep proper records of day to day trading.  Doing so will :
· Enable you to know the financial position of the business at all times and what funds you have available to meet due bills, personal drawings etc. 

· Help you to control your costs as you will keep running totals as they are incurred.

· Enable you to estimate funds you should set aside to meet Tax/National Insurance costs. 

· Provide the information which is essential for the completion of your annual Tax Return.  It is a legal requirement that you keep your trading records for 6 years.

What records should be kept?
· Sales copy invoices (or if retail, daily sales records preferably with till rolls)

· Purchase invoices.
· Expenses receipts.
· Bank statements/cheque book and paying-in book counterfoils.
· Business miles travelled and VAT fuel receipts.
· Any capital assets purchased/sold/or transferred into the business.
Every entry into your bookkeeping system should be supported by the actual piece of paper to which it relates.

What type of bookkeeping system should you use?  This will depend upon the complexity of the business, but your objective should be to keep it simple. There are a variety of systems available :
· Computer based.  A simple spreadsheet or purchased branded software.

· Book based.  A simple book which you can set out yourself or a number of branded books which you can purchase from stationers.  Some are appropriate for a business with daily takings, for salons with a number of income earners etc.

· If you sell or purchase on credit, you will need a separate record of invoices raised (sales) and invoices received (purchases) but not yet paid.

ACTIVITY
1) Consider your business.  Will your sales be high in volume and relatively low in amount, or low in volume and relatively high in amount? What paper record will you have for each sale?
2) What will be your most frequent expenses?  Consider how you may lay out the   column headings on the expenses side of your books eg materials/travel    expenses. 
3) What filing system will you use for your paper receipts etc?
The anticipated time for this activity is between 10 and 15 hours
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