
Terms Definition

Accounting Business accounting is the systematic
recording, analysing, interpreting and
presenting of financial information

Accounts Payable Accounts payable are amounts due to
vendors or suppliers for goods or services
received that have not yet been paid for.

Accounts Receivable Accounts receivable refers to the
outstanding invoices a company has or the
money clients owe the company.

Assets Business assets are items of value that your
business owns, creates or benefits from.

Balance Sheets A balance sheet is a financial statement that
reports a company's assets, liabilities and
shareholders' equity.

Balance Sheet Equation A= L + E

Bookkeeping Bookkeeping involves the recording, on a
regular basis, of a company's financial
transactions

Cash Flow Cash flow is the net amount of cash and
cash-equivalents being transferred into and
out of a business.

Cost of Goods Sold Cost of goods sold (COGS) refers to the
direct costs of producing the goods sold by
a company.

Cost Principle The cost principle is an accounting principle
that requires assets, liabilities, and equity
investments to be recorded on financial
records at their original cost.

Creditor A creditor is an entity (person or institution)
that extends credit by giving another entity
permission to borrow money intended to be
repaid in the future.

Depreciation Depreciation is an accounting method of
allocating the cost of a tangible or physical
asset over its useful life or life expectancy.

Double Entry Bookkeeping every financial transaction has equal and



opposite effects in at least two different
accounts.

Expenses An expense is the cost of operations that a
company incurs to generate revenue.

Fiscal Year A fiscal year is a one-year period that
companies and governments use for
financial reporting and budgeting.

Gross Profit Gross profit is the financial gain of a
company after deduction of the costs
necessary to manufacture and distribute its
goods or services.

Income Statement the income statement primarily focuses on
the company's revenues and expenses
during a particular period.

Liabilities A liability is something a person or
company owes, usually a sum of money.
Liabilities are settled over time through the
transfer of economic benefits including
money, goods, or services.

Liquidity Liquidity is a company's ability to raise cash
when it needs it. The first is its ability to
convert assets to cash to pay its current
liabilities

Matching Principle The matching principle is an accounting
concept that dictates that companies report
expenses.

Maturity Date The maturity date is the date on which the
principal amount of a note, draft, acceptance
bond or other debt instrument becomes due.

Mortgage Payable A mortgage payable is the liability of a
property owner to pay a loan that is secured
by property.

Net Profit Net profit is a company's total earnings after
subtracting all expenses.

Owner’s Equity Owner's Equity is defined as the proportion
of the total value of a company's assets that
can be claimed by its owners

Personal Equity Personal equity refers to the total sum of
assets an individual person has, which are



often made up of a combination of savings,
investments, real estate, and cash income.

Preauthorized Payments An automatic payment, or pre-authorized
payment doesn't give the biller permission
to withdraw money from your account.

Revenue The basic revenue definition is the total
amount of money brought in by a company's
operations, measured over a set amount of
time.

Statement of Cash Flow A cash flow statement is a financial
statement that provides aggregate data
regarding all cash inflows a company
receives from its ongoing operations and
external investment sources.

Transaction A transaction is a completed agreement
between a buyer and a seller to exchange
goods, services, or financial assets.

Total Assets The meaning of total assets is all the assets,
or items of value, a small business owns.
Included in total assets is cash, accounts
receivable (money owing to you), inventory,
equipment, tools etc.

Total Liabilities Total liabilities are the combined debts and
obligations that an individual or company
owes to outside parties.


