REPORTS

Understanding Financial

1

BALANCE SHEET

2

PROFIT + LOSS REPORT

3

CASH FLOW REPORT

Are Your Financial Reports
Confusing?
No worries! This handy reference tool
will help you easily break-down and
understand all your basic reports. And
even help you interpret the numbers into
helpful business strategies!
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ASSETS

What you own, or what puts
money in your pocket (e.g.
cash, property, business
equipment, investment
funds, A/R, inventory, etc.)
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LIABILITIES

What you owe, or what takes
money out of your pocket (i.e.
bank loans, mortgages, A/P,
employee salaries)
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EQUITY

This is the difference
between your assets and
liabilities (AKA overall value of
the company)
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ACCOUNTS
RECEIVABLE

A/R Total ties to "Customer
Balance Report"
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5

ACCOUNTS
PAYABLE

A/P Total ties to "Vendor
Balance Report"

Balance Sheet
What is this?

What is it used for?

This is a snapshot of your
business finances at a
single specific point in time

To see the actual value of your
business (equity) by subtracting what
you OWE (liabilities) from what you
OWN (assets)

(Assets - Liabilities = Equity)
1
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PROFIT + LOSS

Also called "Income Statement"
1
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COGS (COST OF
GOODS SOLD)

Expenses specifically incurred
to create revenue (e.g. cost of
materials, direct labor)
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OPERATING
EXPENSES

Expenses related to running the
business (e.g. office rent,
utilities, marketing + advertising,
cell phone)
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OTHER INCOME

This is one-off income, like
selling a building, and is not
related to your usual operating
activities
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NET INCOME

Also called "net profit", this is
your all-important bottom line
(literally!)

4
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Profit + Loss Report
What is this?
This is an overview of how
profitable your business is
over a period of time
(typically a year)
2

What is it used for?
Helps identify your most profitable
seasons, locations, revenue types, etc
Shows if you're operating at a loss,
breaking even, or profitable
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OPERATING
ACTIVITIES

Cash earned or spent in the
course of regular business
activity - the main way your
business makes money, by
selling products or services.
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INVESTING
ACTIVITIES

Cash earned or spent from
investments your company
makes, such as purchasing
equipment or investing in
other companies

1
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FINANCING
ACTIVITIES

Cash earned or spent in the
course of financing your
company with loans, lines of
credit, or owner’s equity.

Cash Flow Report
What is this?
This report shows you how
much cash is entering and
leaving your business, and
if it's from operating
activities, investments or
financing
(It's usually not as helpful for small
service-based businesses)

What is it used for?
It shows your business' liquidity and if
you need to inject/fund money into
your business
Banks want this report when you
apply for a loan, to make sure your
business is self-sustaining
Using multiple reports to compare
Insert your
cashwebsite
flow over
+ multiple periods, you
it
canhyperlink
predict long-term
cash flow for
here
long-term business plans

Need more accounting help like this? Visit us at butler-cfotax.com

