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Glossary of Financial Terms

Accrual accounting: Accounting method by which revenue is recognized when earned and expenses are recognized when incurred.  It attempts to match revenue and expenses independently of cash receipts and disbursements.

Aged statements: A report breaking down the accounts receivable and accounts payable schedules into monthly categories based on the original date of the invoice. 

Assets: Economic resources, including cash, receivables, property and intangibles.

Audited financial statement: Financial statement audited by an independent certified public accountant who has issued an accompanying opinion letter.

Balance sheet: Not-for-profits this is the Statement of financial position.

Board-designated funds: Amounts set aside by the board for a specific purpose that have no legal or accounting significance.  Unrestricted net assets.

Capital budget: Budget that projects cash required to purchase fixed assets and the resulting depreciation calculations.

Capitalization: Recording the cost of assets purchased on the organization=s statement of financial position rather than expensing them in the period purchased.  Capitalized assets are depreciated.

Cash accounting: Accounting method by which revenue is recognized as cash is received and expenses are recognized as cash is disbursed.

Credit: An entry in an account that will result in a reduction in an asset account or 

and increase in a liability account or a decrease in an expense account.

Current assets: Cash plus cash equivalents plus assets that are expected to be converted to cash or consumed during the next 12 months.

Current liabilities: Obligations due to be paid during the next 12 months.

Current-year budget: Organization=s financial goals for the current year.

Debit: An entry in an account that results in an increase in an asset account, or a reduction in a liability account, or an increase in an expense account.

Deferred charges: Also known as prepaid expenses.  An expenditure incurred in one period, the benefits from which are not realized until a later accounting period.  It is recorded as an asset on the financial statement of position.

Deferred revenues: Revenue received before it is earned.  It is recorded as a liability on the financial statement of position.

Depreciation: Expensing a tangible asset over its economic life.

Endowment funds: See permanently restricted net assets.

Fiscal Model: The plan by which income is derived annually,
Gross revenues: The grand total of revenues received before deducting associated cost of goods sold and discounts taken.

Growth Investment Income: The investment of unrestricted net assets with the expectation of growing income.

Internal financial statement: Unaudited financial statement used for management purposes only.

Income statement: Not-for-profits this is called the statement of activities

Intangible asset: A nonfinancial asset to an organization with economic value.  Examples include purchased copyrights with future royalty benefits.

IRS Form 990: Information return required to be filed by not-for-profit organizations.

IRS Form 990-T: Tax return required to be filed by not-for-profit organizations for tax on unrelated business income.

Liability: Obligation to pay an amount or render services a result of past transaction.

Net assets: Section of the statement of financial position that includes unrestricted, temporarily restricted and permanently restricted net assets.

Net revenues: Gross revenues less associated cost of goods sold and discounts taken.

Net worth: See unrestricted net assets.

Permanently restricted net assets: Endowment funds and other funds that can be used only for activities stipulated by the donor.

Prepaid expenses: Also known as deferred charges.  An expenditure incurred in one accounting period, the benefits from which are not realized until a later accounting period.  It is recorded as an asset on the statement of financial position.

Profit and loss statement: Not-for-profit see statement of activities.

 Reserves: Unrestricted net assets.
Statement of activities: Revenues, expenses, and results of activities of not-for-profit organizations.

Statement of changes in net assets: Financial statement of a not-for-profit organization indicating how results of operations have affected unrestricted net assets (net worth of the organization), temporarily restricted net assets, and permanently restricted net assets.

Statement of financial position: Assets, liabilities, and net assets of a not-for-profit organization.

Temporarily restricted net assets: Results of funding-raising activities for a specific purpose or project.

Unrelated business income, tax on: Tax paid on profits from a taxable activities.  Form 990-T

Unrestricted net assets: The net worth of a not-for-profit organization, including board designated funds.  
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