LearnUNI GUIDE

LEARNING SHOULD BE FREE

Certified Professional in Cash Flow Management for Artists

Financial Record-Keeping

Financial Record-Keeping is a crucial aspect of managing the cash flow of any business, including artists and
creative professionals. It involves the systematic process of recording, analyzing, and interpreting financial
transactions to track the financial performance of the business. In this course, Certified Professional in Cash
Flow Management for Artists, you will learn key terms and vocabulary related to financial record-keeping
that will help you effectively manage your finances and make informed decisions to improve your cash flow.

1. **Accounting**: Accounting is the process of recording, summarizing, analyzing, and reporting financial
transactions of a business. It provides valuable information to stakeholders about the financial health and
performance of the business.

2. **Bookkeeping**: Bookkeeping is the process of recording financial transactions, including purchases,
sales, receipts, and payments, in a systematic manner. It is the foundation of accounting and helps in
maintaining accurate financial records.

3. **Cash Flow**: Cash flow refers to the movement of money in and out of a business over a specific
period. It is essential for businesses to have positive cash flow to meet their financial obligations and sustain
operations.

4. **Income Statement**: An income statement, also known as a profit and loss statement, is a financial
statement that shows the revenues, expenses, and net income of a business over a specific period. It
provides insights into the profitability of the business.

5. **Balance Sheet**: A balance sheet is a financial statement that shows the assets, liabilities, and equity of
a business at a specific point in time. It provides a snapshot of the financial position of the business.

6. **Cash Flow Statement**: A cash flow statement is a financial statement that shows the cash inflows and
outflows of a business over a specific period. It helps in understanding the liquidity and solvency of the
business.

7. **Accounts Payable**: Accounts payable are amounts owed by a business to its suppliers or vendors for
goods or services purchased on credit. It represents the short-term liabilities of the business.

8. **Accounts Receivable**: Accounts receivable are amounts owed to a business by its customers for goods
or services sold on credit. It represents the short-term assets of the business.

9. **Expense**: An expense is a cost incurred by a business in generating revenue. It includes costs such as
rent, utilities, salaries, and supplies. Managing expenses is crucial for maintaining profitability.

10. **Revenue**: Revenue is the income generated by a business from its primary activities, such as sales of
goods or services. It is essential for businesses to increase revenue to grow and expand.
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11. **Profit**: Profit is the amount that remains after deducting expenses from revenue. It is a key indicator
of the financial performance of a business. Increasing profit is a primary goal for most businesses.

12. **Depreciation**: Depreciation is the decrease in the value of assets over time due to wear and tear,
obsolescence, or usage. It is a non-cash expense that is recorded in the financial statements to reflect the
true cost of using assets.

13. **Accrual Basis Accounting**: Accrual basis accounting is a method of accounting where revenues and
expenses are recognized when they are earned or incurred, regardless of when cash is received or paid. It
provides a more accurate representation of the financial position of a business.

14. **Cash Basis Accounting**: Cash basis accounting is a method of accounting where revenues and
expenses are recognized when cash is received or paid. It is simpler than accrual basis accounting but may
not provide a true picture of the financial performance of a business.

15. **Chart of Accounts**: A chart of accounts is a list of all the accounts used by a business to record its
financial transactions. It organizes the accounts into categories such as assets, liabilities, equity, revenue,
and expenses for easy reference.

16. **General Ledger**: The general ledger is the central repository of all financial transactions of a business.
It contains individual accounts that are used to record debits and credits for each transaction.

17. **Trial Balance**: A trial balance is a list of all the accounts and their balances at a specific point in time.
It is used to ensure that debits equal credits and to prepare financial statements.

18. **Financial Ratios**: Financial ratios are tools used to analyze the financial performance of a business by
comparing different financial metrics. Common ratios include profitability ratios, liquidity ratios, and
leverage ratios.

19. **Budgeting**: Budgeting is the process of creating a detailed plan for the financial activities of a
business, including revenue projections, expense forecasts, and cash flow management. It helps in setting
financial goals and monitoring performance.

20. **Variance Analysis**: Variance analysis is the process of comparing actual financial results with
budgeted or expected results to identify differences or variances. It helps in understanding the reasons for
deviations and taking corrective actions.

21. **Internal Controls**: Internal controls are policies and procedures implemented by a business to
safeguard its assets, ensure accuracy in financial reporting, and prevent fraud. Strong internal controls are
essential for maintaining the integrity of financial records.

22. **Audit**: An audit is a systematic review and examination of the financial records, transactions, and
processes of a business by an independent auditor. It provides assurance to stakeholders about the
accuracy and reliability of financial information.

23. **Financial Software**: Financial software is computer programs or applications used to record, manage,
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and analyze financial transactions. It helps in automating bookkeeping tasks and generating financial
reports efficiently.

24. **Double-Entry Accounting**: Double-entry accounting is a system of recording financial transactions
that requires every transaction to have equal debits and credits. It ensures accuracy in financial records and
helps in detecting errors.

25. **Fiscal Year**: A fiscal year is a 12-month accounting period used by a business for financial reporting
and tax purposes. It may or may not coincide with the calendar year.

26. **Cash Management**: Cash management is the process of managing the cash inflows and outflows of
a business to ensure optimal cash flow and liquidity. It involves monitoring cash balances, forecasting cash
needs, and investing excess cash.

27. **Working Capital**: Working capital is the difference between current assets and current liabilities of a
business. It represents the liquidity available to fund day-to-day operations and is essential for the smooth
functioning of the business.

28. **Credit Terms**: Credit terms are the conditions under which a business extends credit to its customers,
including the credit period, discount for early payment, and interest charges for late payment. Managing
credit terms is crucial for cash flow management.

29. **Financial Forecasting**: Financial forecasting is the process of predicting future financial outcomes
based on historical data, industry trends, and market conditions. It helps in setting financial goals and
making informed decisions.

30. **Cost of Goods Sold (COGS)**: Cost of goods sold is the direct costs incurred in producing goods or
services sold by a business. It includes costs such as raw materials, labor, and overhead expenses.

31. **Fixed Costs**: Fixed costs are expenses that remain constant regardless of the level of production or
sales, such as rent, salaries, and insurance. Managing fixed costs is important for maintaining profitability.

32. **Variable Costs**: Variable costs are expenses that change in proportion to the level of production or
sales, such as raw materials, direct labor, and sales commissions. It is essential to control variable costs to
improve profitability.

33. **Break-Even Point**: The break-even point is the level of sales at which total revenue equals total costs,
resulting in neither profit nor loss. It is an important metric for businesses to determine the minimum level
of sales required to cover costs.

34. **Qperating Income**: Operating income is the profit generated from the primary operations of a
business before deducting interest and taxes. It is a key indicator of the profitability of the core business
activities.

35. **Gross Margin**: Gross margin is the difference between revenue and the cost of goods sold, expressed
as a percentage. It shows the profitability of selling goods or services and helps in pricing decisions.
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36. **Net Profit Margin**: Net profit margin is the ratio of net income to revenue, expressed as a
percentage. It indicates the profitability of a business after all expenses have been deducted.

37. **Working Capital Ratio**: The working capital ratio, also known as the current ratio, is a measure of a
business's liquidity and ability to meet short-term obligations. It is calculated by dividing current assets by
current liabilities.

38. **Debt-to-Equity Ratio**: The debt-to-equity ratio is a measure of a business's leverage or financial risk,
calculated by dividing total debt by total equity. It shows the proportion of debt used to finance the
business compared to equity.

39. **Return on Investment (ROI)**: Return on investment is a measure of the profitability of an investment,
calculated by dividing the net profit by the initial investment. It helps in evaluating the efficiency of
investment decisions.

40. **Cash Conversion Cycle**: The cash conversion cycle is the time it takes for a business to convert
inventory into cash through sales. It includes the days inventory outstanding, days sales outstanding, and
days payable outstanding.

41. **Aging of Accounts Receivable**: Aging of accounts receivable is a report that categorizes outstanding
customer invoices by the length of time they have been unpaid. It helps in monitoring and managing the
collection of receivables.

42. **Cost Allocation**: Cost allocation is the process of assigning indirect costs to specific cost centers or
products based on a predetermined allocation method. It helps in determining the true cost of production
or services.

43. **Direct Costs**: Direct costs are expenses that can be directly attributed to a specific cost object, such
as a product or project. They include costs such as raw materials, direct labor, and shipping.

44. **Indirect Costs**: Indirect costs are expenses that cannot be directly traced to a specific cost object and
are shared across multiple cost centers. They include costs such as utilities, rent, and overhead expenses.

45. **Qverhead Costs**: Overhead costs are indirect costs incurred by a business to support its operations,
such as rent, utilities, insurance, and administrative expenses. Managing overhead costs is important for
controlling expenses.

46. **Cost-Volume-Profit (CVP) Analysis**: Cost-volume-profit analysis is a financial management tool used
to evaluate the relationship between costs, volume of production, and profit. It helps in making pricing and
production decisions.

47. **Liquidity**: Liquidity refers to the ability of a business to meet its short-term financial obligations with
available cash or liquid assets. It is essential for businesses to maintain adequate liquidity to avoid financial
distress.

48. **Solvency**: Solvency refers to the ability of a business to meet its long-term financial obligations with
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available assets. It is a measure of financial stability and sustainability over the long term.

49. **Financial Planning**: Financial planning is the process of setting financial goals, creating a budget, and
developing strategies to achieve those goals. It helps in managing cash flow, reducing debt, and building
wealth.

50. **Financial Analysis**: Financial analysis is the process of evaluating the financial performance and
health of a business by analyzing financial statements, ratios, and key performance indicators. It helps in
making informed decisions and identifying areas for improvement.

In this course, you will learn how to apply these key terms and concepts in the context of managing the
cash flow of your art business effectively. By understanding financial record-keeping and applying sound
financial management practices, you can improve your financial performance, make informed decisions, and
achieve your financial goals as an artist.
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