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ACCOUNTING TERMS &
KEY RATIOS REFERENCE GUIDE

FINANCIAL ESSENTIALS PROGRAM

(Tl ) BALANCE SHEET TERMS

5[3) KEY RATIOS

ASSETS = LIABILITIES + EQUITY

* Assets

* Current Assets

Accounts Receivable (A/R)

# Fixed Assets
# Liabilities

Current Liabilities

= Deabt

Cwners’ Equity

Py

il ) INCOME STATEMENT TERMS

Resaurces cwmed by a butiness
that provide futune economic benefit.
Assats expected to be comerted to
cash within e year,

Moy owed o the business
by cusbomens.

Liong-term assets uied in operations.

Obligations ewed to others that
st be pasd in the future,

Obligaticns due within one year

Money the business owes vendors
and suppliers.

Bormowed funds that must be repaid.

The owmner's daim on the business.

RE"JEI'!I.I_E = EIP_EHEES = NET INCOME

* Rievenue

* Cost of Goods Sold (COGS)
* Gross Profit

& Gross Margin

* Operating Expenses

= EBITDA

*» Operating Income [EBIT)

#* Net Income

Income earmed from providing
e .

Direct costs of producing goods

or delivering services.

Rewenus remaining after

deducting COGS.

Gross profit expressed as a

% of revenue,

Expeenses reguired to mn

the business.

Earnings before interest, taxes,

Profit from opermtions before

irtereat ard taxes,

The amount remaining after all

expendes have been deducted

from revenue.

() CASH FLOW STATEMENT TERMS

CASHIN -
= Cash Flow

= Operating Activities
= Investing Activities
+ Financing Activities

# Froa Cash Flow

CASH OUT = NET CASH FLOW

The movemant of cash into and
out of a business.

Cash genarated from normal
business activities,

Cash used for purchasing or
selling long-term assets.

Cazh received from or paid to
lenders and owners.

Expeenses and capital expenditunes.

RATIO

# Current Ratio

& Ivventory Turmower

& Days Imentory
Outstanding IDHO)

®  Accounts Payabies
Tsrrecner (A Turs)

* Days Payables
Cutstanding (DPO)

# Cash Comversion
Cycle [Cash Cycle)

* Debt-to-Equity Ratio

* Gross Margin %

® Mt Proft Margin %

* Ratum on Assets FOA)

® Retum on Ecuity (ROE)

& Bigium on Inesierd (FOY

FORMULA

Current Asscts

+
Current Liabilities

Curment Assets

Current Liabilities

Anrueal Credit Sales

-

Auerage AR

AR Turns

Cost of Goods Sold
-

forerage nventory
365

*

Inventory Turns

Annunl Purchases

»

Aosarage ASP
365

+
AP Turns

D50 « DIO - DPO

Total Liabilities
+

Total Equity

Gross Profit
+
Rewvenue

Mt Incomee
+
Revenue

Met Income
+
Total Assots

Mat Income

Total Equity
Mat Profit

WHAT IT MEASURES

Shart-term ability
o meet obligaticns.

Duollars madable to fund
day-to-day operations,

Hawr efficiently
CUSTOIMIeTs: are paying.

foerage days to oollect

from customers.

Herw cpuichlly irmventony

is sold and replaced.

Average days
immentory remains
on hard.

Howr efficiently

Poerage days to
Py o,

Heer boneg cash is
tied up in operations.

Amount of debt used

te finance the business,

Prafit after direct costs

2% 8 % of revenue.

Overall profitability

as a % of revenue.

How affectively assots

generate profit.

Riburn gonerated
for thar onwrars.

Profit relathe to
imstrment.

LI - 3 3
_*Q_ REMEMBER A successful business leader understands three things: i The Balance Sheet. lncome
g Profitability Liguidity Fmancial Position Statement, and Cash Flow
Is the business Does the business Is the besiness Statement work together
making monay? have enough cash? financially healthy? to answer these questions.

ﬁf‘, WWW.spara.cpa h B64.565.9442



b B e @0 HgE QF "

THE 21 IRREFUTABLE

LAWS OF LEADERSHIP

Follow these 1’I1'r‘|E'|13"

THE LAW OF
THE LID

Leadership ability
datanmings a person’s
level of effectiveness.
The higher your capacity,
the greater your impact,

THE LAW QF
NAVIGATION

Leaders chart the
course. They see

farther ahead and
prepare others for

the journey.

THE LAW OF
RESPECT

People naturally follow
leaders who are
SIronger or more
capable than
themsealwes.

THE LAW OF
CONNECTION
Leaders touch a heart
batfore thay ask

for a hand. People
follow leaders who
genuinely connect
with them.

THE LAW OF
THE PICTURE

Peaple da what
people see. Leadars
must madel the
behavior they expect.

THE LAW OF

THE BIG MO
Marmentum is a leader's
best friend. Success
creatas energy that
makes future success
easier.

THE LAW OF
TIMING

Knowing what to do

Is Important; knowing
when to da it is equally
critical.

BY JOHN C. MAXWELL -
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principles to

THE LAW OF
INFLUENCE

True leadership is
influence—nothing mone,
nothing less.

THE LAW OF
ADDITION

Leaders add value
by serving others

and helping them

succeed,

THE LAW QF
INTUITION

Leaders evaluate
everything through

a leadership lens and
often sense opportunities
and challenges before
others do.

THE LAW OF
THE INMER CIRCLE

A leader's potential is
determined by those
closest to them, Strong
leaders build strong
teams.

THE LAW OF
BUY-IN

People buy into the
leader before they
buy into the vision,
Trust and cradibility
come first.

THE LAW OF
PRIORITIES
Activity is not
necessarily
accomplishment,
Leaders focus on what
rmatters most.

THE LAW OF
EXPLOSIVE GROWTH

To add growth,
lead followers.

To multiply growth,
develop leaders.

increase your influence,

‘:.:!
":1 4::

THE LAW OF
PROCESS

Leadership develops
daily, not im a day.
Growth requires
intentional effort
over time.

THE LAW OF
SOLID GROUND

Trust is the foundation
of leadership, Character
and integrity build
trust.

THE LAW OF
MAGMETISM

You attract people

wiho are like you.

Your character and
values shape the people
you draw to your tearm.

THE LAW OF
EMPOWERMENT

Great leaders
give power away
by developing and
trusting others.

THE LAW OF
VICTORY

Leaders find a way
for the team to win,
regardless of
obstacles.

THE LAW OF
SACRIFICE

Leaders must give up
to go up. Greater
leadership requires
greater sacrifice.

THE LAW OF
LEGACY

A leader’s lasting
wvalue s measured by
succession and the
impact left behind,

MAXWELL'S CENTRAL MES
Leadership is not about awthori
influence, service, development of o







