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Accrual Accounting:

Accrual accounting is a method of recording financial transactions when they occur, rather than when cash
changes hands. This approach provides a more accurate picture of a company's financial health by including
accounts payable, accounts receivable, and other assets and liabilities.

Related terms: Cash Accounting, GAAP (Generally Accepted Accounting Principles), Financial Statements

Amortization:

Amortization is the process of spreading out the cost of an intangible asset, such as a patent or a
trademark, over the course of its useful life. This allows companies to more accurately reflect the value of
these assets on their financial statements.

Related terms: Depreciation, Intangible Assets, Useful Life

Assets:
Assets are resources owned by a company that have economic value. They can be classified as either
current or non-current, and include items such as cash, investments, property, equipment, and inventory.

Related terms: Current Assets, Non-Current Assets, Liabilities, Equity

Budgeting:

Budgeting is the process of creating a financial plan for a specific period of time, typically a year. This plan
includes estimates of revenue and expenses, and is used to guide financial decision-making and ensure that
a company stays on track financially.

Related terms: Financial Planning, Forecasting, Variance Analysis

Cash Accounting:
Cash accounting is a method of recording financial transactions when cash is received or paid out. This

approach is simpler than accrual accounting, but provides a less accurate picture of a company's financial
health.

Related terms: Accrual Accounting, GAAP (Generally Accepted Accounting Principles), Financial Statements

Cash Flow:

Cash flow refers to the amount of cash coming into and going out of a company. Positive cash flow
indicates that a company has more cash coming in than going out, while negative cash flow indicates the
opposite.

Related terms: Cash Flow Statement, Operating Cash Flow, Investing Cash Flow, Financing Cash Flow
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Cost of Goods Sold (COGS):
Cost of goods sold (COGS) is the direct costs associated with producing and selling a product or service.
This includes the cost of raw materials, labor, and any other direct expenses.

Related terms: Gross Profit, Operating Expenses, Net Income

Current Assets:
Current assets are assets that can be converted into cash within one year or less. This includes items such as
cash, accounts receivable, and inventory.

Related terms: Assets, Non-Current Assets, Liabilities, Equity

Depreciation:

Depreciation is the process of spreading out the cost of a tangible asset, such as a building or equipment,
over the course of its useful life. This allows companies to more accurately reflect the value of these assets
on their financial statements.

Related terms: Amortization, Intangible Assets, Useful Life

Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA):

Earnings before interest, taxes, depreciation, and amortization (EBITDA) is a measure of a company's
financial performance that excludes these four items. It is used to evaluate a company's operating
profitability and can be used to compare the performance of different companies.

Related terms: Net Income, Gross Profit, Operating Expenses

Equity:

Equity, also known as shareholders' equity, is the residual interest in the assets of a company after
deducting liabilities. It represents the value of the company that would be returned to shareholders if all
assets were liquidated and all debts were paid off.

Related terms: Assets, Liabilities, Balance Sheet

Financial Statements:

Financial statements are formal records of a company's financial activities. They include the income
statement, balance sheet, and cash flow statement, and are used to provide information to stakeholders,
such as investors and creditors.

Related terms: Income Statement, Balance Sheet, Cash Flow Statement, GAAP (Generally Accepted
Accounting Principles)

Financing Activities:
Financing activities refer to the raising and repayment of capital by a company. This includes the issuance of
debt and equity securities, as well as the payment of dividends and the repayment of debt.

Related terms: Cash Flow, Operating Activities, Investing Activities, Cash Flow Statement
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Forecasting:

Forecasting is the process of estimating future financial performance based on historical data and
assumptions about the future. This is an important part of financial planning, as it allows companies to
make informed decisions about resource allocation and strategic direction.

Related terms: Budgeting, Financial Planning, Variance Analysis

GAAP (Generally Accepted Accounting Principles):

GAAP (Generally Accepted Accounting Principles) are a set of rules and guidelines that govern financial
reporting in the United States. These principles are designed to ensure consistency and transparency in
financial reporting, and are enforced by the Securities and Exchange Commission (SEC).

Related terms: Financial Statements, Accrual Accounting, Cash Accounting

Gross Profit:
Gross profit is the difference between revenue and the cost of goods sold (COGS). It represents the amount
of money a company has left to cover operating expenses after producing and selling a product or service.

Related terms: Cost of Goods Sold (COGS), Operating Expenses, Net Income

Income Statement:

The income statement, also known as the profit and loss statement (P&L), is a financial statement that
reports a company's revenue, expenses, and net income for a specific period of time. It provides information
about a company's financial performance and is used to evaluate its profitability.

Related terms: Financial Statements, Balance Sheet, Cash Flow Statement

Investing Activities:

Investing activities refer to the purchase and sale of long-term assets, such as property, equipment, and
investments. This includes the acquisition and disposal of assets, as well as the collection of dividends and
interest.

Related terms: Cash Flow, Operating Activities, Financing Activities, Cash Flow Statement

Intangible Assets:
Intangible assets are resources that have value, but cannot be physically touched or seen. This includes
items such as patents, trademarks, and copyrights.

Related terms: Amortization, Depreciation, Useful Life

Liabilities:

Liabilities are debts or obligations that a company owes to others. This includes items such as accounts
payable, loans, and taxes owed.

Related terms: Assets, Equity, Balance Sheet

Net Income:
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Net income is the bottom line of a company's income statement. It represents the amount of money a
company has earned after all expenses have been deducted from revenue.

Related terms: Gross Profit, Cost of Goods Sold (COGS), Operating Expenses

Non-Current Assets:
Non-current assets are assets that cannot be converted into cash within one year. This includes items such
as property, equipment, and long-term investments.

Related terms: Assets, Current Assets, Liabilities, Equity

Operating Activities:

Operating activities refer to the day-to-day activities of a company that generate revenue and incur
expenses. This includes the production and sale of products or services, as well as the payment of salaries
and the purchase of supplies.

Related terms: Cash Flow, Investing Activities, Financing Activities, Cash Flow Statement

Operating Expenses:
Operating expenses are the costs associated with running a business, excluding the cost of goods sold
(COGS). This includes items such as salaries, rent, utilities, and marketing expenses.

Related terms: Gross Profit, Cost of Goods Sold (COGS), Net Income

Revenue:

Revenue, also known as sales or turnover, is the total amount of money a company earns from the sale of
its products or services. It is the top line of the income statement and is used to calculate gross profit and
net income.

Related terms: Income Statement, Gross Profit, Net Income

Useful Life:
Useful life is the period of time over which an asset is expected to be used or depreciated. It is an estimate
based on factors such as the asset's age, condition, and expected usage.

Related terms: Depreciation, Amortization, Intangible Assets

Variance Analysis:

Variance analysis is the process of comparing actual financial results to budgeted amounts in order to
identify any differences. This is an important part of financial management, as it allows companies to
identify areas where actual performance deviated from expectations and take corrective action if necessary.

Related terms:
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