B4 cusiness tinance
m Capital

When people want to set up or start a company, they need money, called capital.
Companics can borrow this money, called a loan, from banks, The loan must be paid
back with interest; the amount paid to borrow the money, Camital can also come from
issuing shares or equities — certificates representing units ol ownership ofa company.
The people who invest money in shares are called shareholders and they own
part of the company, The money they provide is known as share capital. Individuals and
financial mstiturions, called investors, can also lend money to companies by huving bonds
~ loans that pay interest and are repaid at a fixed fuwore date,
Money that is owed — thar will have to be paid - to other people or businesses is a debt.
In accounting, companies” debrs are usually called liabiliries. Long-term liabilities include
bonds; short-term liabilities include debrs o suppliers whe provide goods or services on
credit — that will be paid for later.
The money that a business uses tor evervday expenses ar has available for spending is
called working capital or funds,

BrE: shares; Amk: stocks
BrE: shareholder; Amk: stockholder

m Revenue

All the meney commg mro a company during a given period 1s revenue. Revenue minus
the cost of sales and operating expenses, such as renr and salaries, is known as proht.
carnings or net income. The part of its profit that a company pays to i< sharcholders is a
dividend. Companies pay a proportion of their profits to the government as tax, to hnance
government spending. They also retain, or keep, somme of their carmings for furure use.
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Financial statements

Companies give imformation ahour their financial situation in financial statements. The
balance sheet shows the company’s assets — the things ir owns; its labilities - the money i
owes; and its capital. The profit and loss account shows rhe company’s revenues and
expenses during a particular period, such as rhree months or a vear.

BrE: profit and loss account; AmE: income statement




