Useful Financial Terms
Accrual accounting.  

If an organization uses accrual accounting, it records revenue when the actual transaction is completed (such as the end of a retreat, not when it receives the cash. That is, we record revenue when we earn it, even if the customer hasn't paid yet. For another example, a carpenter using accrual accounting records the revenue earned when she completes the job, even if the customer hasn't paid the final bill yet.


Expenses are booked in the same way. We record expenses when they're incurred, even if we haven’t paid for the supplies yet. For another carpentry example, when the carpenter buys lumber for a job, she may do so on account and not actually lay out cash for the lumber until she gets the bill. But she records the expense the day she picks up the materials.

Profit and Loss Statement (P&L)

The P&L summarizes revenues, costs and expenses incurred during a specific time period (usually a year or a quarter).  This shows whether the organization is generating profits, and minimizing costs.  Also known as an “income and loss statement.”  This presentation of financial information ignores the value of such assets as property or equity, and simply shows how much money is being earned and how much spent.
Balance Sheet

Accounting balance sheets classify all of an organization’s assets and liabilities into distinctive groupings such as Current Assets; Property, Plant, and Equipment; Current Liabilities; etc.  The purpose of this summary is to show the current net worth (assets minus liabilities) of an enterprise.  In other words, the balance sheet shows a snapshot of the value of all elements of the organization at that moment in time.

Cash flow 

The receipt or payment of cash for operating activity is cash flow. In accounting, cash flow is the difference in the amount of cash available at the beginning of a period (opening balance) and the amount at the end of that period (closing balance).  If the closing balance is higher than the opening balance, the cash flow is positive.  Conversely, if the opening balance is higher than the closing balance, the cash flow is negative.

Some ways to increase cash flow are:  by increasing revenue (booking more rentals), selling an asset, reducing operating costs (eg, lowering propane use), increasing selling price (rental rates), and collecting revenues faster (getting early deposits).  

Cash flow is not a measure of performance: high levels of cash flow do not necessarily mean profit, and high levels of profit will not necessarily show as positive cash flow, especially if the reporting period is short.
