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Disclaimer
What would a good book be without a good disclaimer? Well, in case you didn’t realize it, advice in generall and any legal advice in particular, will 
vary from state-to-state, county-to-county and municipality-to-municipality. Additionally, the rules of the game are always changing and the changes 
don’t stop just because someone has written a book.

The other thing is that a book by its very nature goes through many hands. First it gets edited, then proofed, then laid out by the designer. It’s a 
process and it’s not a process without some risk of error. While every effort has been taken to ensure that all information contained is completely 
accurate, some of the information is merely an educated guess. You know the saying, “Reasonable minds may disagree.”

Additionally, the purpose of Business BluPrint is to point out the general rules of business. The problem is that there are almost always exceptions 
to the general rules (and usually exceptions to the exceptions). I don’t have time to write “War and Peace” and you don’t have time to read it. Just 
understand that there are limitations and always ask an expert for advice on the application of the rules to your particular situation.

Now that the English version is out of the way, here comes the legalese...

We go to great lengths to make sure our information is accurate and useful, we recommend you consult a lawyer if you want professional assurance 
that our information, and your interpretation of it, is appropriate to your particular situation.

In no event shall author, publisher, or anyone associated with this publication be liable for lost profits or any special, incidental, or consequential 
damages arising out of or in connection with the information porivded in this publication.

This information provided herein is proveded on an “as is, as available” basis and neither the publisher nor the author make any warranties, express 
or implied, with respect to said information. You agree to hold BluePrint Publishing Group, LLC, Guident Business Solutions, LLC, Epiphany Law, 
LLC, North Central College, their affiliates, as well as the authors harmless for information presented or omitted. 
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Being good in business is the most fascinating kind 
of art. Making money is art and working is art and 
good business is the best art.
      Andy Warhol

“

”



Understanding the financial side of your creative endeavor may seem 
overwhelming, but it doesn’t have to be. And most importantly, it can help 
you be more successful so you get to create more art! This booklet will 
help you do the following:

• Demystify the language
• Understand basic financial forms through relative examples from  
  creative fields
• Learn how to use financial tools to help you be more successful

Each chapter breaks down a specific topic providing in  
depth examples. 

Hello, there. 
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Why is any  
of this 
important?



We’ll Tell You.
If you have any plan to make money off of your creative talent, you need to 
understand the business side of what you are doing. Think about this scenario, 
would a trumpet player only practice his concert pieces or would he also do  
lip drills, work on scales, and learn music theory? He needs to develop all 
aspects of being a musician. Now if this trumpet player wants to make income 
from teaching private instruction or gigging, does he not need to understand  
the business aspects that go with it in order to be a well-rounded “entrepreneurial” musician?

You don’t need to become an expert but you do need to have a basic understanding. 
Even if you are in the position where you have a CPA (Certified Public Accountant) who 
handles your finances, you still need to understand what these financial statements are 
telling you about your business. You are ultimately responsible for your business, and you 
want to have the final say in your company’s operations. Understanding your financials 
to the point where you know what good advice looks like and what bad advice looks 
like will give you the confidence you need to identify the best information available and  
make the best business decisions possible for your company.

Why do I need to understand 
financial terms and statements?

MEASURE
YOUR

BUSINESS’S

SUCCESS

FILE
YOUR
TAXES

APPLY FOR
A BANK

LOAN

BASIC
UNDERSTANDING
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An important ingredient in understanding and analyzing your business’s 
financial performance is having “benchmarks” to gauge how you 
are doing. A benchmark is basically a comparison of your financial 
strength to others in the same industry. For example, if you are a 
portrait photographer, how do your finances compare to other portrait 
photographers? 

Good sources for benchmark information are:

INDUSTRY JOURNALS

LOCAL NETWORKS

INDUSTRY MENTORS

CONFERENCES

INDUSTRY ASSOCIATIONS
(i.e. American Assocition of Independent Musicians)

WHY IS ANY OF THIS IMPORTANT?



Notes:
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The 
Basics.



TERMS TO KNOW.
Before diving into the financial forms, lets take a look at some basic terms. There is 
also an expanded glossary in the back of this resource guide.

Assets

Anything tangible or intangible that you own and can be turned 
into cash. Examples: cash, stocks, bonds, accounts receivable (see 
definition on the next page), inventory (finished product, materials, 
works in progress), property, equipment, trademarks, copyrights

Current Asset vs. Long-Term Asset 

A current asset is something that you can turn into cash within a 
short period of time, usually a year. A long-term asset is something 
that you do not plan on turning into cash within a year like equipment 

Liabilities

Current Liabilities vs. Long-Term Liabilities 

What you owe. 

Just like with current and long-term assets, current liabilities are 
what you owe within a short period of time where as long-term 
liabilities are owed over longer period of time. Examples of long 
term liabilities include long term loans where current liabilities 
would include invoices you have received for materials such as  
art supplies.

Equity & Owner’s Equity 

What you as the owner have invested in the business. This is 
calculated by taking the money you have put into the business 
minus any money you have personally taken out of the business.
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TERMS TO KNOW.

Accounts Receivable & Accounts Payable 

Accounts Receivable is the amount your customers owe you. 
Accounts Payable are the bills that you owe.

Fixed Costs vs. Variable Costs

Fixed costs are expenses that do not change based on the  
amount of sales or services (rent, utilities, and insurance).  
Variable costs change based on how much you sell  
(supplies and travel expenses).

Gross vs. Net 

When referring to gross whether it be gross income or gross profit, 
it basically means everything. Comparatively, net means after 
something has been subtracted (liabilities, taxes, etc.). In the case 
of net income and net profit, expenses and liabilities have been 
subtracted from the gross income or gross profit. For example, you 
could have a Gross Income of $1 million and expenses of $999,999 
and you would be left with a net income of $1.

EXAMPLES - FINANCIAL FORMS

In addition to a glossary of terms, you will find an example of a 
Profit & Loss Statement as well as a Balance Sheet at the back 
of this booklet. Numbers from these forms are used in examples 
throughout this booklet.



Notes:
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What is a  
Profit & Loss  
Statement  
and how do  
I use it?



Define Please.
Profit & Loss Statement is a financial statement that summarizes your revenue, costs, and 
expenses incurred over a period of time. *Often called an Income Statement

 IMPORTANT NOTE: Financial statements cover “a period of time.” This can be a
 day, week, month, quarter, year or other set length of time.

 SYNONYMS: P&L, ncome statement, earning statement, reveneur statement,
 operating statement, statement of operations, statement of financial performance.

 
 CALCULATION: Income-Expenses = Profit / Loss (Equity)

Put simply, it shows whether you made money or lost money. If your income is  
more than your expenses, you have a profit. If your income is less than your 
expenses, you have a loss. Based on your creative business, your P&L may be very short or 
quite detailed.

Cost of Goods Sold / Sales

Canvases  4,000 5.16%

Paint  2,575 3.32%
Printing Costs  3,000 3.87%
Total COGS  9,575 12.35%
Selling, General, and Amin 
Expenses (SG&A)
Accounting  575 0.74%
Advertising  800 1.03%
Depreciation  200 0.26%
Dues and Subscriptions  450 0.58%
Merchant Fees  100 0.13%

Insurance  800 1.03%
Interest  200 0.26%
Meals and Entertainment  395 0.51%
Office Supplies  135 0.17%
Rent  14,000 18.06%
Travel  2,000 2.58%
Utilities  750 0.97%
Total SG&A Expenses  20,405 26.33%
Net Income before tax  47,520 61.32%

Tax (Tc = 35%)  16,632 21.46%
Net Income   30,888 39.86%
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How do I  
evaluate 
cash flow 
and why is it 
important?



Good Indicators.
Cash flow is the amount of money that flows in and out of your business. It is a good 
indicator of the financial health of your business.

Cash flow reflects the money your business has coming in, going out, and the difference 
between them. For most of you reading this it will be pretty simple – what money did you 
receive from your creative work or sales and what bills did you pay. Clearly the goal is 
to have more money coming in than going out. 

However, some industries are cyclical and there will be times where you may have a big 
purchase. Tracking your cash flow will help you see trends in your business, help you 
plan for times of slow work, as well as build up for larger expenses.

If you are feeling financial pains, it is most likely an issue with your cash flow. Cash 
flow is a symptom of problems elsewhere in your business, An example of this may be 
found in how you handle invoicing your customers. Invoicing your customers whether 
you choose to do it electronically, or the old fashion way – by mail – should be done 
on a frequent basis. In the best-case scenario your customers will wait at least 30 days 
from the time they receive their invoice before they send payment. That means, if you’re 
processing invoices once a month, you may not receive payment until 60 days after the 
job has been completed. Not to mention, you’ve already paid for your materials and put 
in your time on the project. 

Basic takeaway – don’t expect to get paid until at least 30 days AFTER you send 
the invoice. So, taking the time to invoice weekly rather than once a month can help 
keep your cash flow steady so you can pay your bills on time. The good news about 
cash flow is that most times the cash flow cycle of a business can be improved by 
establishing good operational processes like invoicing regularly and budgeting.
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 What does 2/10 net 30 or 2% of 10 net 30 mean on an invoice or bill? It means
 you receive a 2% discount if paid in full within 10 days. If you choose not to
 pay within 10 days, the total (net) is due in 30 days. Basically, this is a strategy
 to help with cash flow. As a business owner who invoices customers, this will
 encourage customers to pay quickly, in turn getting money into your hands
 faster so you can pay your bills. As a business owner who receives a bill, it
 allows you to save a little money if you have the cash on hand to pay within
 10 days.

 
 
 

GOOD INDICATORS.

Not all creative businesses will have inventory, but many will. Inventory may be prints of your 
work or actual creative products such as ceramic pots or hand carved sculptures. Another 
important area that affects your cash flow is how much inventory you have on hand and how 
quickly you are able to turn it over. Understanding your inventory turnover (“turns”) and how it 
compares to other similar businesses is important to the sustainability of your company. The 
higher the inventory turns, the healthier your business’s cash flow.

Inventory                Costs of Goods Sold
Turnover              Ending Inventory Balance

 =

This can be done on a monthly, quarterly, or annual basis. 

 
Cost of Goods Sold = 

the cost of raw materials in what you sell



Notes:
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Balance 
Sheet.



Let's balance.
The balance sheet is a financial report that summarizes your business’s assets (what the 
business owns), liabilities (what the business owes), and equity (the money you have in the 
business less any money you have taken out).

A balance sheet is a statement showing a point in time while the P&L 
and Cash Flow Statement are for a period of time. 

Equity = Assets - Liabilities

Equity Example

Numbers from Balance Sheet Example in the back of this booklet.

Equity =

=

Assets -   Liabilities

$5,900 $21,900  - $16,000
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Break-Even 
Point.



Breaking even.
Simply put, break-even point is how much money you need to bring in to cover 
all your expenses. It isn’t where you want to be, as you want to bring in more 
money so you can grow your business. By calculating the break-even point, you  
know in advance how much revenue you must generate to add another 
 camera or move to a larger studio. You can calculate how replacing an old piece of equipment 
with a new one will affect your break-even for the business and  what revenue targets you will 
need to achieve to make the purchase viable.

Break - Even = Net Profit From Sales or Services
(Also called contribution margin )

Fixed Costs

Numbers from Balance Sheet Example in the back of this booklet.

$575
$800
$200
$450
$14,000
$750

$16,775

Fixed Cost Sheet

Accounting
Advertising
Depreciation
Dues and Subscriptions
Rent
Utilities

Total

$16,775

.8765
= $19,139
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What will 
a bank need
when applying 
for a loan?



                                

Ratio Time.
In addition to the financial statements already 
discussed, a bank will most likely take into 
consideration your liquidity ratios. What? Don’t worry, 
it isn’t that complicated.

A liquidity ratio is a business’s available cash vs. its 
outstanding debt. The ratio lets a bank know how 
capable the business is of paying back its short term 
debts.

We will look at the three ratios your banker will 
probably look at first; Current Ratio, Quick Ratio, and 
Debt to Asset Ratio.

     *This ratio is expected to be 2 to 1. This means that for every $2 in current assets
       you have $1 in current liabilities.

Currents Assets
Current Liabilities

(both found on your balance sheet )

Current Ratio =

(Current Assets - Inventory)

Current Liabilities
(both found on your balance sheet)

Quick Ratio =

 *This ratio should be 1 to 1

Total Liabilities
Total Assets

Debt to Asset
Ratio =

Numbers from Balance Sheet Example are in the back of this booklet.

Personal Details 
 Banks Need

•  Social Security Number
•  Credit Cards and balances
•  Auto loans
•  Other loans
•  Savings and other 
    investments
•  3 years of tax returns
•  Mortgage

$6,000
=

($18,300 - $900)
$6,000

=

$16,000
$21,900

= 73%

$18,300 3:1

2:9
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The ideal ratio may be dependent on your industry; which is why you need industry benchmarks 
– to analyze what the information is telling you.

Knowing these three ratios and how your business performs compared to other similar 
businesses can greatly enhance the conversation between you and your lender.

$18,300

$6,000
=

Current Ratio

quick ratio

Debt to asset Ratio

($18,300 - $900)

$6,000
=

$16,000

$21,900
= 73%

           Numbers from Balance Sheet Example are in the back of this booklet.

Ratio time.

3:1

2:9



Notes:
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Do you have  
a monthly  
budget?



You're on a budget. 

Developing a monthly budget can help you analyze how you are doing against your pre-
determined benchmarks or goals. This practice will highlight any operating problems, 
allowing for needed corrections before the problems become larger and multiply. 

Using the budget as a financial analysis tool, you can identify where you are performing 
above the estimated budget and attempt to duplicate those positive actions throughout 
your organization. You can also identify where your business is under-performing 
compared to the budget. This under-performance may indicate a miscalculation on your 
budgeted P&L statement or indicate there’s an area where you need to improve and 
correct an immediate problem.

Not only can you benchmark against your budgeted P&L statement, you can also 
benchmark against a budgeted cash flow statement, allowing you insight into what your 
cash needs will be on a monthly basis. Many creatives will experience seasonality with 
their business. Wedding photographers may have more income during the summers 
months while others may have higher sales during the fall months preceding the 
holidays. Each of these budget statements should reflect any seasonality your business 
may experience. Having this information will also greatly improve the quality of your 
discussions when applying for a loan.
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Cost of 
Goods Sold.



CoGS. 

Cost of Goods Sold (COGS) is the cost of raw materials in what you sell. For a painter, 
it would be the supplies that go into creating the painting – canvas, paint, and perhaps 
a frame.

Sum of the raw materials in a product.

Canvases
Paint
Printing Costs

Totals COGS

$4,000
$2,575
$3,000

$9, 575

The numbers below have been taken from the P&L in the back.
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Bidding & 
Job Costing.



You're on a budget. 

Many creatives may be asked to put together a bid for a project. When making a bid, 
you want to include direct materials, labor and a portion of your overhead. 

Job costing is important for this type of work. Job costing is where you keep track of all 
the expenses for a specific project compared to the revenue that is brought in. This can 
be a useful tool, as it will help you be more accurate on future bids. Keeping track of 
how your bid compares to the actual costs, will help you know where you can improve 
for the future. 

List of supplies

$50
$100
$300

$450

Paint Brushes
Paint
Paper & Canvases

Total

  Examples of overhead: rent, utilities, insurance
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Collecting
the money.



Show me the money. 

In the ideal world, everyone you send a bill to will pay the full amount and on time. 
Unfortunately, that isn’t the reality. As a creative business owner you will also have the 
responsibility of handling collections.

This can seem daunting at first but is important for the financial health of your business. 
Below are several tips:

• If it is another business that owes you money, relate to them on their level,    
  drawing on the importance of their good reputation within the marketplace

• Your first reminder can be a second email with a gentle reminder, a phone call  
   to make sure they received the invoice, or a second invoice by mail. Over time,  
   you may learn that different clients respond to different methods.

• For those that you sense may be having their own cash flow issues, offer the  
  option of a payment plan. The key is trying to get at least a portion of what is  
  owed to you as soon as possible.

Some customers do not pay until they’re called by you asking for payment. You may 
have to call at various times of the day or even visit their location in order to get past 
the “gate keeper” and talk directly with the business owner. Keeping good records of 
the dates and times you call, why and what was agreed upon is crucial if legal action is 
required.
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Notes:



Glossary of Terms
Accounts Payable - the balance of money you owe.

Accounts Receivable - the balance of money owed to you from your clients.

Accounts Receivable Turnover Ratio - how effectively you turn over money owed to you in cash.

Assets - What you own. 
 Current Assets - Cash or other current asset that can be turned into cash within a short  
                 period of time (usually within a year).
 Non-Current or Long-Term Asset - an asset that is not likely to turn into cash within a year  
                (building, equipment and long term investments are examples.)

Balance Sheet - Reflects your assets, liabilities and owners equity at a specific point in time. 

Benchmark - How your business compares to others in the same field / industry or how it compares 
to goals you have set out. 

Break-Even Point - How much money you need to bring in to cover all your expenses.

Cash Flow - The amount of money coming into and out of your business. 

Certified Public Accountant (CPA) - An accounting professional who has passed the CPA exam as 
well as additional state certification and experience requirements.

Contribution Margin - The profit per item sold. 

Cost of Goods Sold - Cost of raw materials in the items you sell. 

Depreciation - Decrease in the value of an asset over time due to use, wear and tear, and 
obselescence.

Equity - Assets - Liabilities = Equity. 

Expenses - Costs associated with the business.

Fixed Costs - Business costs that are constant regardless of how much of a product or service you 
sell (rent, utilities and insurance)

Gross - Total or everything.

Income - Money Received 
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Inventory Turn - How quickly you turn your inventory into income through sales of 
the inventory. 

Job Costing - Keeping track of the expenses involved with a job compared to the revenue. 

Liabilities  - money you owe.
 Current Liabilities - Money you owe within a short period of time (usually a year).
 Long-Term Liabilities - Something you owe but not within a year (long term loans and  
                capital leases are two examples.

Liquidity Ratio - A ratio that shows a business’s available cash vs. its outstanding debt. There are a 
variety of ratios. In this booklet we outlined Current Ratio, Quick Ratio and Debt to Asset Ratio.

Net- Total after something has been subtracted.

Overhead - All expenses that are not direct labor, direct materials, or direct expenses. Examples 
include rent, utilities, insurance, legal fees, accounting fees, repairs, and taxes.

Owner’s Equity - The money you put into the business is less money than you have taken out of  
the business.

Profit & Loss - A financial statement that summarizes your revenue, expenses and costs over a 
period of time. 

Period of Time- A set length of time such as day, week, month, quarter or year that a financial  
statement covers. 

Revenue - Fees earned from sales of product and/or services performed.  

Variable Cost - Costs that change based on the volume of sales or services ( ravel  costs, materials 
and supplies). 

Working Capital - The capital used for day to day operations figured by taking current assets minus 
current liabilities. 

Glossary of Terms Cont.



Glossary of Terms Cont.
In accounting, there are multiple names of some terms. To help clarify, we have listed some of these 
discussed in this booklet with the various other terms that may be used. 

Accounts Payables = Payables

Accounts Receivable = Receivables

Balance Sheet = Statement of Financial Condition, Consolidated Balance Sheets

Cash  = Short term for investments, cash equivalents, securities and trading assets

Cash Flow Statement = Statement of Cash Flows

Cost of Goods Sold (COGS) = Cost of Sales, Cost of Revenue, Cost of Products Sold and Costs of 
Services Sold.

Current Assets = Cash, accounts receivable, inventories

Earnings = Net income, net profit

Gross Margin = Gross profit margins

Income Statement = Profit & Loss Statement (P&L) Earnings Statement, Statement of Operations

Net Income = Net profit, earnings 

Profit & Loss Statement = Income Statement, statement of operations, earning statement. 

Revenue = Sales, net sales
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Financial Statements

Revenues Assets

Originals  65,000 83.87% Current Assets

Prints  12,500 16.13% Cash  12,400 

Total Revenue  77,500 100.00% Account Receivables  5,000 

Inventory  900 

Cost of Goods Sold/Cost 
of Sales

Total Current Assets  18,300 

Canvases  4,000 5.16%

Paint  2,575 3.32% Non-Current Assets

Printing Costs  3,000 3.87% Leasehold Improvements  8,000 

Total COGS  9,575 12.35% Less: Accumulated De-
preciation

-5,400

Copywright  1,000 

Selling, General, and 
Amin Expenses (SG&A)

Total Non-Current 
Assets

 3,600 

Accounting  575 0.74% Total Assets  21,900 

Advertising  800 1.03%

Depreciation  200 0.26% Liabilities

Dues and Subscriptions  450 0.58% Current Liabilities

Merchant Fees  100 0.13% Credit Card Balance  800 

Insurance  800 1.03% Account Payables  1,200 

Interest  200 0.26% Line-of-Credit Loan  4,000 

Meals and Entertainment  395 0.51% Total Current Liabilities  6,000 

Office Supplies  135 0.17% Bank Loan  10,000 

Rent  14,000 18.06% Total Liabilities  16,000 

Travel  2,000 2.58%

Utilities  750 0.97% Equity

Total SG&A Expenses  20,405 26.33% Capital Stock  1,000 

Retained Earnings  4,900 

Net Income before tax  47,520 61.32% Total Equity  5,900 

Tax (Tc = 35%)  16,632 21.46%

Net Income   30,888 39.86% Total Liabilities and 
Equity

 21,900 

Profit and Loss Balance Sheet
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The Conscious Creative: A Guide to Money Management was created to provide guidance 
and understanding for individuals interested in pursuing a creative career. This resource offers 
understanding to successfully manage the financial component of your creative endeavor. 
Many creative degrees and backgrounds often do not contain coursework in business or 
accounting, much of which is crucial for managing a successful creative business. The 
Conscious Creative: A Guide to Money Management offers practical information so that we, 
as creatives, may continue to grow and do what we love.
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