CHART OF ACCOUNTS 

Financial Statement Terms 
The accounting equation: ASSETS – LIABILITIES = OWNERS EQUITY

BALANCE SHEET
Assets – The things a business owns. Debit = Increase; Credit = Decrease


Current Assets – The sum of cash, notes, and accounts receivable, advances on inventories, inventories, and any other thing that can be converted into cash in less than one year.

Cash:  money you control
Accounts Receivable – Sales made but cash has not been received.
Inventory:
Retail or Wholesale – the products that are in house available for sale.

Manufacturing business – the total of products finished ready for sale, raw materials and products that are still in the process stage.


Fixed Assets – Land, buildings, equipment, furniture, fixtures, tools, and machinery, minus depreciation.


Total Assets – Every item that the business posses, current and fixed assets.


Liabilities – The total sum of money that you owe for the business.  

Credit = Increase; Debit = Decrease
Current Liabilities – The total of all monies owed by the business that will be due within one year.
Accounts payable – total of monies owed by the company to suppliers or vendors of the raw material or merchandise obtained.
Credit cards – Same as accounts payable but paid using this form, equipment purchased, cash back funds, etc.
Notes payable – Money borrowed by the business that must be paid within one year.
Loans payable – the current portion of long-term note due within one year.
Accruals – Taxes or wages that have accumulated but have not been paid.

Long-term Liabilities - The total of all monies owed by the business that will be due in more than one year (bonds, term loans).  
Mortgages – Legal paper that pledges property to cover a debt.

Total Liabilities (Debt) =The sum of all liabilities.
Net Worth – The difference between total assets and total liabilities

Credit = Increase; Debit = Decrease
Note: Working Capital = Current assets less current liabilities.

CHART OF ACCOUNTS 

Financial Statement Terms 

Net Sales (Income) – the total monies received for services or products rendered less returns, allowances, discounts, and rebates. Credit = Increase; Debit = Decrease


Cost of Goods Sold Debit = Increase; Credit = Decrease:
Retail or Wholesale business – the total price paid for the products including the cost to have it delivered to the store.

Manufacturing business – beginning inventory plus purchases, delivery costs, material, labor, and overhead minus ending inventory.

Gross Profit – Profit before expenses and federal taxes have been subtracted from net sales.


Expenses – Monies incurred to produce products or provide services to customers. (See Sheet) Debit = Increase; Credit = Decrease 
Net Profit (Loss) – The difference between gross profit and expenses related to that income.


Earnings before interest and taxes (EBIT) – Net profit before all interest payments and federal taxes.
Interest Expense: Debit = Increase; Credit = Decrease

Taxes: Debit = Increase; Credit = Decrease
Net Income (Loss) after interest and taxes – Net profit after all interest payments and federal taxes.

YOU MAY HAVE OTHER EXPENSES THAT ARE NOT LISTED ABOVE, IF SO ADD THEM TO YOUR CHART OF ACCOUNTS.
FINANCIAL STATEMENT TERMS

EXPENSE SHEET FOR PROFIT & LOSS OR INCOME STATEMENT

Debit=Increase; Credit=Decrease

	Accounting and Legal
	Outside services, including, for example, bookkeeping

	Advertising
	This amount should be adequate to maintain sales volume -- include telephone book yellow page cost, Internet

	Car Delivery and Travel
	Auto charges: gas, oil, parking, maintenance, etc.

	Commission and Fees
	Self-explanatory

	Depreciation
	Yearly expense of large Fixed Assets. Accountant can record, usually at end of year.

	Dues, Subscriptions, & Publications
	Organizations, magazines, newspaper, etc.

	Equipment Expense
	Equipment purchased with a minimum value amount, such as less than $100

	Extraordinary Expenses (Specify each)
	Unexpected expenditures may be included here as a safety factor

	Gross Wages (Excludes withdrawals)
	Base pay plus overtime (if any)

	Insurance
	Coverage on business property and products e.g. fire, liability; also workman’s compensation, executive life

	Interest
	Interest paid on short and long term loans

	Internet Expense
	Monthly fee to Service Provider, maintain website, etc.

	Licenses
	Business License: City, Occupational, etc.

	Miscellaneous (Unspecified)
	Small expenditures for which separate accounts would not be practical

	Office Expenses
	Office supplies and postage

	Outside Services (Contract Labor)
	This could include outside labor and/or material for 
specialized or overflow work, including subcontracting

	Payroll Expenses (Taxes, Employee Benefits)
	Include paid vacations, paid sick leave, health insurance, unemployment insurance, etc.

	Purchases (Merchandise)
	Merchandise for resale or for use in product (paid for in current month)

	Rent
	Real estate only

	Rental/Lease Equipment
	Equipment rented or leased

	Repair and Maintenance
	Include periodic large expenditures such as painting or 
decorating

	Supplies (operating)
	Items purchased for use in the business (not for resale), books, professional instruments

	Taxes (Real estate, etc.)
	Plus inventory tax–excise tax, if applicable

	Taxes: Gross Receipts (Sales Tax)
	Monies collected from customers on goods and services purchased; passed on to State of New Mexico Taxation & Revenue Dept.

	Telephone
	Self-explanatory

	Meals & Entertainment
	Food purchased on trips, sales calls, etc., entertainment for clients

	Travel Expense
	Trips taken out of town

	Utilities
	Water, heat, light, sewage and garbage
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