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[bookmark: _Toc117756263][bookmark: _Toc117757040]Preparing to Use Xero

You will now apply what you have learnt in the Online resources by completing a case study to report on financial activity using Xero, a popular online accounting software.
You can use either the free or the paid version of Xero to complete this case study. If you are using the free trial version, you must complete the assessments within 28 days upon creating the simulated company file in Xero.
General instructions:
· Throughout this assessment, you must create new accounts or modify the default Xero accounts when necessary to complete the assessment tasks. 
· You must follow Bounce Fitness’s accounting policies and procedures to guide you through your tasks.
· Access and review the following documents for Bounce Fitness:
· Bounce Fitness Accounting Policies and Procedures
· FNSACC414-Bounce Fitness SFC Transactions Information-LR Xero Case Study
This document is provided along with this learner guide. It contains company and transaction information that you will enter in the Bounce Fitness SFC organisation file in Xero.
[bookmark: _Toc117756264][bookmark: _Toc117757041]Sign Up With Xero and Activate Your Account
You can sign up for a free Xero account to complete this case study. After activating your Xero account, you will add an organisation to complete the tasks in the case study. 
[bookmark: _Toc117756265][bookmark: _Toc117757042]Required Reading
ead Xero’s support page on signing up with Xero through the link below. 
Sign up with Xero


To sign up for Xero and activate your account, follow the steps outlined here:
1. Go to the Xero sign-up page.
[image: Graphical user interface, application
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2. Enter your details, read and agree to the terms of use and privacy policy, then click ‘Get started’.
3. Open the activation email from Xero. Check your spam folder if you do not receive the email within a few minutes.
4. Click ‘Yes, it's me - let's get started’.
5. Create a password. Your password must contain at least eight characters and one number.
6. Click ‘Activate your account’.
7. Once your account is activated, you can start using Xero.


[bookmark: _Toc117756266][bookmark: _Toc117757043]Bounce Fitness Seniors Fitness Club
You are an accounting assistant for Bounce Fitness, a fitness services company. Bounce Fitness provides premier personal training services in Cairns, Brisbane, Sydney, and Melbourne. They also own Bounce Fitness Seniors Fitness Club (Bounce Fitness SFC), a not-for-profit fitness club that provides services to promote health and fitness for seniors.
You must:
· Start an organisation in Xero
· Record financial data
· Calculate and analyse financial ratios 
· Prepare financial accounts and statements 
For this case study, you must record transactions in Xero in the financial year corresponding with the financial year in which you are completing this report unless otherwise specified.
For example, if you complete this assessment in October 2022, then the financial year is 1 July 2022 to 30 June 2023. You must enter transactions for this financial year unless otherwise specified.
The financial year notations used in all provided instructions and templates are as follows:

All screenshots shown in this case study are for the financial year 1 July 2022 to 30 June 2023.


1. [bookmark: _Toc117756267][bookmark: _Toc117757044][bookmark: _Toc103063055]Start a New Organisation File in Xero 
To start a new organisation file for Bounce Fitness SFC, you must add an organisation in Xero by doing the following:
1. Review content in the Conversion Information and Conversion Balances sheets in the FNSACC414-Bounce Fitness SFC Transactions Information-LR Xero Case Study file.
2. Identify the following information: 
· From the Conversion Information sheet:
· New Organisation Information
· Organisation Details
· Financial Settings
· Conversion Date
The financial year must be based on the current financial year when you are completing the assessment. For example, if you are completing this assessment in October 2022, then the financial year is 1 July 2022 – 30 June 2023.
· Conversion balances from the Trial Balance in the Conversion Balances sheet


i. [bookmark: _Toc117756268][bookmark: _Toc117757045]Enter Conversion Information
[bookmark: _Toc117756269][bookmark: _Toc117757046]Required Reading
Before entering conversion information, please read Xero’s support page on how to add your organisation to Xero through the link below. 
Add your organisation to Xero

Here are the following steps:
1. Log in to Xero.
2. Enter Bounce Fitness SFC as the organisation's name and complete the other fields.
3. Click Start Trial to add a trial organisation for Bounce Fitness SFC.
[image: Graphical user interface, text, application, email
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ii. [bookmark: _Toc117756270][bookmark: _Toc117757047]Enter Organisation Details
[bookmark: _Toc117756271][bookmark: _Toc117757048]Required Reading
Before entering the organisation details, please read Xero’s support page on how to update your organisation's details in Xero through the link below. 
Update your organisation's details

Here are the following steps:
1. Click on the Bounce Fitness SFC organisation name, select Settings, and then click Organisation details.
2. Enter or edit the Basic Information.
3. Click Save.
[image: Graphical user interface, application
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iii. [bookmark: _Toc88073173][bookmark: _Toc90912458][bookmark: _Toc94591921][bookmark: _Toc117756272][bookmark: _Toc117757049]Enter Financial Settings
[bookmark: _Toc117756273][bookmark: _Toc117757050]Required Reading
Before entering financial settings, please read Xero’s support page on setting up your organisation's financial settings in Xero through the link below. 
Set up your organisation's financial settings

Here are the following steps:
1. In the Accounting menu, select Advanced, then click Financial settings.
2. Under Financial Year End, click Change.
3. Select your Financial Year End day and month.
4. Choose the Activity Statement Settings.
5. Set the Tax Defaults.
6. Click Save.
[image: Graphical user interface, text, application, email
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iv. [bookmark: _Toc87209912][bookmark: _Toc88073174][bookmark: _Toc90912459][bookmark: _Toc94591922][bookmark: _Toc117756274][bookmark: _Toc117757051]Change User Settings to Grant Yourself Adviser Access
You will need adviser access to record manual journals.
[bookmark: _Toc117756275][bookmark: _Toc117757052]Required Reading
Before changing user settings to grant yourself adviser access, please read Xero’s support page on finding and changing assigned user roles in Xero through the link below. 
Find and change assigned user roles

Here are the following steps:
1. Click on the Bounce Fitness SFC organisation name, then select Settings.
2. Under General, click Users.
3. Select your username.
4. In Business and accounting, select Adviser.
5. Click Update permissions.
[image: Graphical user interface, text, application, email
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v. [bookmark: _Toc87209913][bookmark: _Toc88073175][bookmark: _Toc90912460][bookmark: _Toc94591923][bookmark: _Toc117756276][bookmark: _Toc117757053]Add a Bank Account
[bookmark: _Toc117756277][bookmark: _Toc117757054]Required Reading
Before adding a bank account, please read Xero’s support page on how to add a bank account or credit card account in Xero through the link below. 
Add a bank account or credit card account

Here are the following steps:
1. In the Accounting menu, select Bank Accounts.
2. Click Add Bank Account.
3. Start typing the bank's name. Select the bank from the list.
4. Enter the bank account details. See the image below for reference:
[image: Graphical user interface, application
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5. Click Continue.
6. Do not follow instructions to Connect with the bank. Leave the page.
7. In the Accounting menu, select Chart of Accounts. 
8. Click the bank account to open the Edit Bank Account Details window.
9. Enter the Code of the bank account.
10. Click Save. 


Refer to the image below for a reference to the ‘Edit Bank Account Details’ window:
[image: Graphical user interface, text, application, email
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[bookmark: _Toc87209914][bookmark: _Toc88073176][bookmark: _Toc90912461][bookmark: _Toc94591924]

vi. [bookmark: _Toc117756278][bookmark: _Toc117757055]Enter Conversion Balances
[bookmark: _Toc117756279][bookmark: _Toc117757056]Required Reading
Before entering conversion balances, please read Xero’s support pages on how to enter conversion balances and how to add, edit or delete an account in Xero through the links below. 
Enter conversion balances
Add, edit or delete an account

Here are the following steps:
1. In the Accounting menu, select Advanced, then click Conversion balances.
2. Click Conversion Date. Select the Month and Year of conversion. Click Save.
[image: Graphical user interface, application
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3. Click Show all accounts.


4. Enter balances from Bounce Fitness SFC’s trial balance into the debit and credit fields.
To add an account not listed, click Add a new line, then click Add new account. Refer to the image below for reference:
[image: Graphical user interface, text, application
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5. Click Save.


vii. [bookmark: _Toc87209915][bookmark: _Toc88073177][bookmark: _Toc90912462][bookmark: _Toc94591925][bookmark: _Toc117756280][bookmark: _Toc117757057]Generate the Trial Balance Report

To confirm accuracy, you should now generate the Trial Balance report for Bounce Fitness and compare it with the conversion balances you entered.
[bookmark: _Toc117756281][bookmark: _Toc117757058]Required Reading
Before generating the trial balance report, please read Xero’s support page on the Trial Balance report through the link below. 
Trial Balance report

Here are the following steps to do so:
1. In the Accounting menu, select Reports.
2. Find and open the Trial Balance report. Use the search field in the top right corner.
3. Set a Date range by selecting End of last financial year for the date of the report.
4. Click Update.
5. Compare the Trial Balance report with the conversion balances you entered.
Refer to the image below to see what a Trial Balance report looks like:
[image: Graphical user interface, text, table

Description automatically generated]
6. Correct any errors or discrepancies.
7. Export the report and save it to your computer. 



2. [bookmark: _Toc87209923][bookmark: _Toc88073185][bookmark: _Toc90912463][bookmark: _Toc94591926][bookmark: _Toc117756282][bookmark: _Toc117757059]Record Journal Entries
Continue using the Bounce Fitness SFC organisation file in Xero to record journal entries.
1. Access the Bounce Fitness Accounting Policies and Procedures file and review the policies and procedures for:
· Checking source documents
· Recording journal entries
2. Access the FNSACC414-Bounce Fitness SFC Transactions Information-LR Xero Case Study file.
i. Check the content in the Source Documents sheet in the FNSACC414-Bounce Fitness SFC Transactions Information-LR Xero Case Study file.
ii. Identify all errors in the source documents, which are required to be referred for resolution and corrected. Compare your identified errors with those shown in the table below.
	Transaction Type
	Source Document
	Date
	Error/Discrepancy Description
	Rectification

	Purchase
	Tax Invoice
	18/7/20YY
	No GST has been included
	Include $245 GST

	Cash Payment
	Cheque Butt
	9/7/20YY
	Payee details are missing
	Include payee details


iii. Identify the source documents that have no errors. 
These are the external financial data that are consistent and accurate. These transactions will be entered into the Bounce Fitness SFC organisation in Xero as journal entries.
[bookmark: _Toc117756283][bookmark: _Toc117757060]Further Reading
Please read the ATO’s page on grants and sponsorships for not-for-profits to understand the GST implications on grants through the link below.
Grants and sponsorships for not-for-profits


i. [bookmark: _Toc87209924][bookmark: _Toc88073186][bookmark: _Toc90912464][bookmark: _Toc94591927][bookmark: _Toc117756284][bookmark: _Toc117757061]Record Grants Received
[bookmark: _Toc117756285][bookmark: _Toc117757062]Required Reading
Before recording grants received, please read Xero’s support page on creating an invoice for your customer through the link below.
Create an invoice for your customer

Post journal entries for each identified grant-received transaction that had no errors to the appropriate general ledger accounts using the Invoices option. Here are the steps to do so:
1. From the header, click the quick launch icon [image: Plus images], then select Invoice.
2. In the To field, type the contact’s name. Select ‘Add as new contact’.
3. Complete the remaining invoice details.
You must fill out the Due date, Description, Account, and Tax Rate fields to approve the invoice.
To select an account not listed, click in the Account field, then click Add new account.
[image: Graphical user interface
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4. Check all details.
5. Click Approve.
6. Similarly, create invoices for the remaining grants received transactions.
Refer to the following images for reference:
[image: Graphical user interface
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[image: Graphical user interface, text, application, email
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ii. [bookmark: _Toc87209925][bookmark: _Toc88073187][bookmark: _Toc90912465][bookmark: _Toc94591928][bookmark: _Toc117756286][bookmark: _Toc117757063]Record Purchases
[bookmark: _Toc117756287][bookmark: _Toc117757064]Required Reading
Before recording purchases, please read Xero’s support page on adding and approving bills through the link below.
Add and approve bills

Post the purchase journal entries for each identified purchase transaction with no errors to the appropriate general ledger accounts using the Bills option. Here are the following steps:
1. From the header, click the quick launch icon [image: Plus images], then select Bill. 
2. In the From field, type the contact’s name. Select ‘+ new contact’.
3. Complete the remaining bill details. 
You must fill out the Due Date, Description, Account, and Tax Rate fields to be able to approve the bill.
[image: Graphical user interface, text, application, email
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4. Check all details.
5. Click Approve.
6. Similarly, create bills for the remaining purchase transactions that have no errors.
[bookmark: _Toc87209926][bookmark: _Toc88073188][bookmark: _Toc90912466][bookmark: _Toc94591929]

[bookmark: _Toc117756288][bookmark: _Toc117757065]Required Reading
iii. [bookmark: _Toc117756289][bookmark: _Toc117757066]Record Cash Receipts
[bookmark: _Toc117756290][bookmark: _Toc117757067]Required Reading
Before recording cash receipts, please read Xero’s support pages on adding a receive money transaction and recording a payment on a customer invoice through the links below.
Add a receive money transaction
Record a payment on a customer invoice

Post the cash receipt journal entries for each identified cash payment transaction without errors to the appropriate general ledger accounts using the Receive Money option. Here are the following steps:
1. From the header, click the quick launch icon [image: Plus images], then select Receive money.
2. Select the bank account you have received money into, then click Next.
[image: Graphical user interface, application
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3. In the From field, type the contact name. Select ‘+ new contact’.
4. Complete the remaining transaction details.
Refer to the images on the next page for reference.
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5. Check all details.
6. Click Save.


7. Similarly, record the remaining cash receipt transactions.
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iv. [bookmark: _Toc87209927][bookmark: _Toc88073189][bookmark: _Toc90912467][bookmark: _Toc94591930][bookmark: _Toc117756291][bookmark: _Toc117757068]Record Cash Payments
[bookmark: _Toc117756292][bookmark: _Toc117757069]Required Reading
Before recording cash payments, please read Xero’s support pages on how to add a spend money transaction and record the payment of a bill through the links below.
Add a spend money transaction
Record payment of a bill

Post the cash payment journal entries for each identified cash payment transaction without any errors to the appropriate general ledger accounts using the Spend Money option. Here are the following steps:
1. From the header, click the quick launch icon [image: Plus images], then select Spend money.
2. Select the bank account you have spent money from, then click Next.
[image: Graphical user interface, application
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3. In the From field, type the contact’s name. Select ‘+ new contact’.


4. Complete the remaining transaction details.
[image: Graphical user interface, text, application, email
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5. Check all details.
6. Click Save.
7. Similarly, record all cash payments.
[image: Graphical user interface, text, application, email
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[bookmark: _Toc87209929][bookmark: _Toc88073191]

v. [bookmark: _Toc117756293][bookmark: _Toc117757070]Generate the Trial Balance Report
You should now generate the Trial Balance report for Bounce Fitness and compare it with the transactions you entered to confirm accuracy. Here are the following steps:
1. Set a Date range by selecting 30 June (20YY+1) for the date of the report, corresponding to the end of the current financial year.
2. Click Update.
3. Compare the Trial Balance report with the transactions you entered.
[image: Table
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3. [bookmark: _Toc117756294][bookmark: _Toc117757071]Prepare Financial Statements 
Continue using the Bounce Fitness SFC organisation file in Xero to prepare and review financial statements.
Access the Bounce Fitness Accounting Policies and Procedures file and review the policies and procedures for:


i. [bookmark: _Toc87209938][bookmark: _Toc88073200][bookmark: _Toc117756295][bookmark: _Toc117757072]Generate the Profit and Loss Statement
This will display income or expense accounts to reflect gross and net profits for the reporting period.
[bookmark: _Toc117756296][bookmark: _Toc117757073]Required Reading
Before generating the Profit and Loss Statement, please read Xero’s support page on the Profit and Loss Statement by using the link below.
Profit and Loss

Here are the following steps:
1. In the Accounting menu, select Reports.
2. Find and open the Profit and Loss report. You can use the search field in the top right corner.
3. Set a Date range by selecting This financial year.


4. Click Update.
[image: Graphical user interface, application
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5. Check the Profit and Loss report.
6. Correct any errors or discrepancies.
7. Export the report and save it to your computer.


ii. [bookmark: _Toc87209939][bookmark: _Toc88073201][bookmark: _Toc117756297][bookmark: _Toc117757074]Generate the Balance Sheet
This will display asset, liability and equity accounts as of the reporting date.
[bookmark: _Toc117756298][bookmark: _Toc117757075]Required Reading
Before generating the Balance Sheet, please read Xero’s support page on the Balance Sheet by using the link below.
Balance Sheet

Here are the following steps:
1. In the Accounting menu, select Reports.
2. Find and open the Balance Sheet report. You can use the search field in the top right corner.
3. Enter the Date for the end of this financial year, 30 June (20YY+1).
4. Click Update.
[image: Graphical user interface, application
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5. Check the Balance Sheet report.
6. Correct any errors or discrepancies.
7. Export the report and save it to your computer.


iii. [bookmark: _Toc117756299][bookmark: _Toc117757076]Generate the Cash Flow Statement
This will show how the business has received and used cash within the reporting period.
This report only includes cash-based transactions. Non-cash movements are not included.
[bookmark: _Toc117756300][bookmark: _Toc117757077]Required Reading
Before generating the Cash Flow Statement, please read Xero’s support page on the Cash Flow Statement by using the link below.
Statement of Cash Flows

Here are the following steps:
1. In the Accounting menu, select Reports.
2. Find and open the Statement of Cash Flows - Direct Method report. You can use the search field in the top right corner.
3. Set a Date range by selecting This financial year.

4. Click Update.
[image: Graphical user interface, text, application, email
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5. Check the Statement of Cash Flows - Direct Method.
6. Correct any errors or discrepancies.
7. Export the report and save it to your computer.


iv. [bookmark: _Toc94591936][bookmark: _Toc117756301][bookmark: _Toc117757078]Rectify Errors Identified in Source Documents

Review each financial report for:

Assume that you have received authorisation to rectify the errors in source documents, as follows:

Use the following templates to prepare and document the original journal entries for each rectified transaction. Date the journal entries 31/7/20YY.
	JOURNAL

	Date
	Account
	Debit
	Credit

	31/7/20YY
	Cost of Goods Sold
	2,450.00
	

	
	GST
	245.00
	

	
	Accounts Payable
	
	2,695.00

	Description
	Trainer Services Bill 3564
	2,695.00
	2,695.00



	JOURNAL

	Date
	Account
	Debit
	Credit

	31/7/20YY
	Advertising
	1,470.00
	

	
	GST
	147.00
	

	
	Suncorp Bank
	
	1,617.00

	Description
	On the Ball Advertising Ref 7845
	1,617.00
	1,617.00



v. [bookmark: _Toc94591937][bookmark: _Toc117756302][bookmark: _Toc117757079]Post Rectified Journal Entries 
Post the rectified journal entries to the appropriate general ledger accounts of the Bounce Fitness SFC company file in Xero. Refer to the images below:
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vi. [bookmark: _Toc117756303][bookmark: _Toc117757080]Re-generate Financial Reports
Here are the following steps to do so:
1. Re-generate the following reports for Bounce Fitness SFC in Xero:

· Profit and Loss Statement for the current financial year [1 July 20YY to 30 June (20YY+1)]
Here is an example of a Profit and Loss Statement:
[image: Graphical user interface, application
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· Balance Sheet as of the end of the current financial year [30 June (20YY+1)]
Here is an example of a Balance Sheet:
[image: Graphical user interface, application, email
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· Cash Flow Statement for the current financial year [1 July 20YY to 30 June (20YY+1)]
Here is an example of a Cash Flow Statement:
[image: Graphical user interface, text, application, email
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2. Export the re-generated reports and save them to your computer.
3. Obtain verification and authorisation of each financial report from the authorised persons in your organisation.


vii. [bookmark: _Toc117756304][bookmark: _Toc117757081]Calculate Financial Ratios
Here are the following steps to do so:
1. Calculate the following financial ratios for Bounce Fitness SFC.
· Liquidity – Current Ratio
· Activity – Inventory Turnover Ratio
· Profitability – Operating Profit Margin
2. Analyse the significance of each financial ratio for Bounce Fitness SFC.
3. Compare your ratios and analysis with those shown below:
	Financial Ratio
	Calculated Value
	Significance of Financial Ratio

	Liquidity – Current Ratio
	


	This high current ratio indicates that Bounce SFC is highly liquid and can pay its debts and payables by converting its current assets to cash.

	Activity – Payables Turnover Ratio
	


	This high payable turnover ratio may indicate that Bounce SFC is paying creditors too fast.

	Profitability – Gross Profit Margin
	


	This high gross profit margin indicates that Bounce SFC retains 98.02 cents as gross profit for each dollar of revenue that they generate.
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1 July 20YY: The first day of the current financial year


30 June 20YY+1: The last day of the current financial year


20YY minus 1 or 20YY-1: One year before the current financial year


20YY minus 2 or 20YY-2: Two years before the current financial year 


20YY plus 1 or 20YY+1: One year after the current financial year


20YY plus 2 or 20YY+2: Two years after the current financial year



Rectifying journal entries


Generating financial reports



Errors


Compliance with accounting standards



Add Goods & Services Tax (GST) where necessary.


Advertising payments are made to ‘On the Ball Advertising’.



Profit and Loss Statement 


Balance Sheet


Cash Flow Statement
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