
Accounting - a system that provides quantitative information about finances 

Accounts Payable - The total amount of money that is owed to the company’s suppliers for goods and 
services purchased as of the date of the financial statement. This does not include any items that are a loan. 

Accounts Receivable - The total amount of money the customers owe on outstanding invoices. If the 
company extended credit (15 days, 30 days, etc.) and you haven’t received the money by the ending date 
for the financial statements, it goes in here. 

Accrual Method - The accounting method used when the sales and expenses are assigned to the month in 
which they occurred, not when the business received the cash or paid the bills.   

Asset - Things of value that the company owns, and plans to use in the future to make money, and that the 
item can be assigned dollar amounts. Examples are accounts receivable, inventory, cash, buildings, trucks, 
equipment in use, etc. Other valuable things that cannot be assigned dollar amounts are not put on the 
balance sheet, such as brands, customers, management team, etc.  

Bad Debt Expense - The difference between what the customer was charged and what they paid. Any 
“short payment” that the company can’t collect goes here. Grrrr. 

Balance Sheet - This is one of the main financial reports (the other is the Income Statement). It shows the 
assets , liabilities and owner’s equity for the company as of the ending day the statement.  

Cash Flow Statement - The report that shows the cash the company has at the beginning of the period, 
adds the cash that came into the business and subtracts the cash that went out then calculating the new total 
of the cash amount at the end of the period. A “period” is typically a month, three months or a year. 

Cost of Goods Sold - When the company buys or makes a product, the full cost for that item is put into 
inventory. When that item is sold, the cost (of that good sold) is moved to an expense in that same period 
where the sale was made to the customer.  

Current Assets - This is one of the most basic accounting terms that represents cash and other valuable 
things that can be turned into cash within the next year. They are listed by how quickly they can be turned 
into cash – cash, accounts receivable, inventory, office supplies, pre-paid expenses, etc. 

Current Liabilities - This is one of the basic accounting terms that represents the things that need to be 
paid in cash by the company within one year.  

Depreciation - A way to spread the cost of an asset (like equipment) over the years of its useful life. It 
basically subtracts from the asset on the balance sheet and shows as an expense line on the Income 
Statement. 

EBITDA - This alphabet soup stands for Earnings Before Interest, Taxes, Depreciation and Amortization. 
This is one of the basic accounting terms that gets talked about more when you are trying to understand 
how much the company is worth. The theory is that it lets you compare apples to apples among different 
companies because it neutralizes the effects of various tax structures and borrowing. 

Expenses - Any costs that go along with the sales made to customers in this period. It does not matter when 
these bills were paid, only that they are matched to the sales that are listed. 

Fixed Cost – a one-time expense that doesn’t vary with business volume. 



Gross Margin - Basically, it tells you what percentage of your sales is going to the direct costs of making 
or buying the product. Take the Gross Profit and divide it by Net Sales.  Every industry has different 
expectations for this number. In service businesses it can be over 90% and in distributorships and car 
dealers it can be below 15%.  

Gross Profit - Take the net sales and subtract the cost of goods sold. It tells you what you have left over 
(after making or buying the product) to spend on marketing and the CEO and the office and the 
accountants, etc. 

Income Statement - This is one of the main financial statements (along with the Balance Sheet), and is 
also referred to as the profit & loss statement or P&L. It shows the sales or income at the top and the 
corresponding expenses for those sales for whatever period of time that is stated at the top.  

Inventory - This is the cost of all products waiting to be sold, whether purchased as a complete item or 
made by the company. Manufacturers will have raw materials, work in progress and finished products in 
this line item. 

Long Term Assets - These are valuable things owned by the company that are not expected to be used up 
or turned into cash within twelve months. Items like buildings, trucks, equipment, and long term 
investments will be in this account. 

Long Term Liabilities - The amount of money owed by the company that is not due within the next twelve 
months. Examples are mortgages, loans for equipment and trucks, and any long term loans. 

Margin - the ratio of profit divided by revenue displayed as a percentage. 

Markup - the ratio of profit against the cost of goods sold, displayed as a percentage. 

Owner’s Equity - Also referred to as Stockholder’s Equity or book value. This is one of the basic 
accounting terms that sounds more complicated than it really needs to be.  It is just the assets that are on the 
balance sheet minus the liabilities. It rarely has any correlation to the selling price of the company.  

Profit & Loss Statement - This is one of the basic financial statements that shows the overall proft and 
loss of a company for a specified period covered by the report.  

Return on Investment (ROI) - how much money a business gets in return from an investment 

Revenue - Also referred to as Sales or Income. This is the amount of money earned from selling products 
and/or services during the period. It does not matter whether the sale was for cash or put on a credit 
account. If it occurred during that period of time, it counts as revenue.  

Selling, General and Administrative Expenses - Also known as S G & A or operating expenses. These 
include all the costs not directly tied to the making or buying of the product. Examples are marketing, 
accounting costs, office expenses, phone, salespeople, etc. 

Stockholder’s Equity - This is one of the basic financial statements that shows a company's total assets 
less liabilities at a specific point in time. 

Variable Cost – expenses that change in proportion to the activity of a business. 

 



1. . 
2. Assets – the value of everything a company owns and uses to conduct their business. 
3. Business – an organization that operates with the intention of making a profit. 
4. Business to Business (B2B) – one business sells goods or services to another business. 
5. Business to Consumer (B2C) – a business sells goods or services directly to the end user. 
6. Contract – a formal agreement to do work for pay. 
7. Depreciation – the degrading value of an asset over time. 
8. Entrepreneur – someone who organizes, manages and takes on the risk of starting a new 

business. 
9. Expense – money spent on supplies, equipment or other investments. 
10. Finance – the management and allocation of money and other assets. 
11. Fixed Cost – a one-time expense that doesn’t vary with business volume. 
12. Industry – a category of like businesses. 
13. Liabilities – the value of what a business owes to someone else. 
14. Management – the act of organizing and conducting a business to accomplish goals and 

objectives. 
15. Marketing – the process of promoting, selling and distributing a product or service. 
16. Net Income/Profit – revenues minus expenses. 
17. Net Worth – the total value of a business. 
18. Payback Period – the amount of time it takes to recover the initial investment of a business. 
19. Product – something produced or manufactured to be sold; a good. 
20. Pr. 
21. . 
22. Revenue – the entire amount of income before expenses are subtracted. 
23. Sales Prospect – a potential customer. 
24. Service – work done for pay that benefits another. 
25. Supplier – an organization that provides supplies to a business. 
26. Target Market – a specific group of customers at which a company aims its products and 

services. 
27. . 

 


