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Financial Glossary
Account. A record in a ledger used to record financial transactions.
Account payable. See creditor
Account receivable. See debtor
Accounting. A process of recording financial transactions in a series of accounts. 
Accrual accounting. A system that records all financial commitments as well as cash transactions.
Assets. Physical resources owned and used by an organisation.
Auditing. A review of financial statements by an independent accountant to provide an

opinion on the accuracy and validity of financial statements.
Balance sheet. A statement of financial position which reports the assets, liabilities and owners' equity (accumulated funds) of an organisation at the close of an accounting period.
Bank reconciliation. A process of checking the financial records of an organisation against bank statements to ensure accuracy of processing and to identify bank charges.
Budget. An expression in financial terms of the means by which an organisation plans to

achieve its objectives.
Capital budget. A long-term financial plan which estimates likely sources of finance and the costs of acquiring significant assets (also see Operating budget).
Cash accounting. An accounting system that records only cash receipts and cash payments (also see Accrual accounting).
Cash payments journal. A journal or book used to record the details of payments by cash or cheque.
Cash receipts journal. A journal or book used to record the details of cash receipts.
Creditor. A third party who is owed money by the organisation.
Debtor. A third party who owes money to the organisation.
Depreciation. An accounting process designed to allocate the cost of using an asset over its useful life.
Incorporation. An incorporated association is created under legislation which gives that body capacity to sue and be sued, have perpetual succession, to be able to hold and dispose of property, be able to enter into contracts, to borrow money and secure money borrowed over the property of the association, and have a common seal.

Liabilities. Obligations or debts payable to a third party.
Operating budget. A financial plan which estimates likely sources of income and items of expenditure over a period usually no longer than one year (also see Capital budget).
Petty cash. Small amounts of cash held to pay for minor items of expenditure.
Profit and loss statement. See statement of income and expenditure.
Statement of income and expenditure. A statement of revenues (income) and expenses for a given period of time (also known as a profit and loss statement).
Transaction. An event that affects the financial position of an organisation.
Variance. The difference between an actual and budgeted amount on a financial statement.
Voucher. A document used to record details of payments being made by an organisation.

