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Disclaimer
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This book is for educational purposes only. It is designed to help Etsy and Shopify sellers understand the basics of bookkeeping, payouts, fees, and reconciliation in plain language.

It is not intended to provide tax advice, legal advice, or financial advice. Reading this book does not create any professional relationship between the reader and the author or publisher.

Every business is different. Laws, regulations, and platform policies can change. Always verify current requirements with Etsy, Shopify, your payment processor, and official state or federal resources. If you have questions about your specific situation, consult a qualified accountant, tax professional, or attorney.

Neither the author nor Zero Fluff Books shall be held liable for any loss, action, or outcome resulting from the use of the information in this book.

Your books are your responsibility. This guide gives you the tools to manage them with clarity and confidence.
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Note to the Reader


[image: ]


You picked up this book because you want clear answers, not accounting jargon. That’s exactly what you’ll get here.

This guide won’t drown you in theory or complicated charts. It will show you, step by step, how money actually flows through your Etsy or Shopify shop, and how to keep track of it without losing your mind.

You don’t need to be a math person. You don’t need expensive software. You don’t even need to love numbers. What you do need is a straightforward system you can stick with—so you know, at a glance, if your shop is making money or draining it.

That’s the promise of Zero Fluff Books: no jargon, no filler, no nonsense. Just the essentials you need to build a foundation that lasts.

Let’s make bookkeeping simple.
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Introduction
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Most Etsy and Shopify sellers start with a simple idea: make something, sell it online, and pocket the difference. That’s the fun part. The un-fun part? Figuring out where your money actually goes. You see a deposit hit your bank account, but it’s smaller than you expected. Fees got taken out. Shipping labels pulled from your balance. Maybe ads too. Suddenly you’re left asking: How much did I really make?

If that question has crossed your mind, this book is for you.

Let’s be clear from the start: bookkeeping isn’t about becoming an accountant, buying expensive software, or spending your weekends buried in spreadsheets. It’s about understanding the flow of money in your business—sales, fees, payouts, expenses—so you can see the truth behind the numbers. With that knowledge, you can make better decisions, stop guessing, and actually know if your shop is profitable.

Here’s the problem: most creative entrepreneurs don’t have bookkeeping training. You’re excellent at your craft, but when it comes to tracking payouts or reconciling reports, the jargon makes your eyes glaze over. “Gross vs. net,” “COGS,” “clearing accounts”—it sounds like a foreign language. And while hiring a bookkeeper would be nice, many small shops simply don’t have the budget for ongoing services.

That’s where this guide comes in.

This book walks you step-by-step from zero bookkeeping knowledge to running your own clean, simple set of books. No jargon. No filler. No “accountant speak.” Just plain English explanations and practical examples tailored to how Etsy and Shopify actually work. By the time you finish, you’ll know how to:

	Understand the difference between sales, fees, and payouts.

	Track where every dollar goes with a system that makes sense.

	Reconcile Etsy and Shopify reports so they match your bank deposits.

	Separate business from personal spending (and keep it that way).

	Build a routine you can actually stick to—without losing your mind.

	Spot common mistakes before they snowball into chaos.

	Read your own profit and loss so you know if your shop is healthy.


Think of this as a workshop in book form. Each chapter builds on the one before it, starting with how money flows and ending with a 30-day action plan you can put into motion right away. Whether you’re just starting out or already knee-deep in messy spreadsheets, you’ll walk away with the tools to keep your books clean and your head clear.

One more thing: this book is strictly educational. It won’t give you tax or legal advice, and it won’t replace a professional if you need one. What it will do is give you the knowledge and confidence to handle your own day-to-day bookkeeping—and to know exactly when and why you might want outside help down the road.

You built your shop to create, not to stress over numbers. With a little structure, a few simple habits, and the clarity this book provides, bookkeeping doesn’t have to be a burden. It can be one of the best tools you have for running your business with confidence.

Let’s get started.
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Chapter 1 — How Money Flows (Before You Touch a Spreadsheet)
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Before you even think about spreadsheets, software, or categories, you need to understand one thing: how money actually flows in and out of your shop. If you skip this step, your bookkeeping will never make sense. You’ll keep looking at deposits in your bank account and wondering why they don’t line up with what you thought you earned.

Here’s the blunt truth: your bank deposit is not your profit. In fact, it’s not even your sales. Platforms like Etsy and Shopify pull out their cut—fees, processing charges, maybe shipping labels or ad costs—before sending you anything. What shows up in your bank is only what’s left over. If you treat that deposit as “your sales,” you’ll always be working with incomplete numbers.

Think about it like your phone bill. The plan itself might be $60 a month. But by the time they tack on taxes, surcharges, and fees, your bill is $72. If you only looked at the payment you made without understanding the breakdown, you’d miss what’s actually happening. The same goes for your shop: every deposit hides a trail of details you need to unpack.

In this chapter, we’re going to strip it down to the basics. No spreadsheets yet, no complicated systems—just a clear map of how money moves:

	From sales, to

	fees and adjustments, and finally, to

	payouts in your bank account.


We’ll also introduce the three “ledgers” you’ll use to keep track of everything: your bank account ledger, your processor or clearing ledger, and your sales and expense categories. Don’t let the word ledger scare you—it’s just a list of what happened.

Finally, we’ll cover the handful of terms that actually matter. Forget the dictionary-sized accounting glossary. You don’t need to know every rule accountants memorize—you just need to know enough to read your numbers without confusion. Gross vs. net. Revenue vs. cash. COGS vs. expenses. Reconciliation vs. matching. That’s it.

By the end of this chapter, you’ll stop guessing at what your deposits mean. You’ll see exactly how money flows through Etsy and Shopify, and you’ll have a simple framework that makes sense—before you ever touch a spreadsheet.

Section 1 — Sales → Fees → Payouts: The Path

When you sell something online, it feels straightforward: someone pays, you ship, you get paid. Simple, right? Except it’s not. On Etsy and Shopify, there’s a hidden chain of events between the moment your customer clicks “buy” and the moment money lands in your bank. If you don’t understand this chain, your books will always feel like a puzzle with missing pieces.

The chain looks like this:
Sales → Fees & Adjustments → Payouts

Let’s break each part down in plain English.

Gross Sales Are Not Your Bank Deposits

Imagine you sell a handmade necklace for $100 on Etsy. Your customer pays through Etsy Payments. You’re excited, but when you check your bank a few days later, only $92 shows up. What happened to the other $8?

Here’s the breakdown:

	Sale Price: $100

	Etsy Transaction Fee (5%): $5

	Etsy Payment Processing Fee (3% + $0.25): $3.25

	Net Deposit Sent to Bank: $91.75


If you only record the $91.75 as “sales,” you’ve already lost track of what really happened. You didn’t sell something for $91.75. You sold it for $100. That $100 is your gross sale. The $8.25 Etsy took out are fees. The $91.75 left over is your net payout.

Why does this matter? Because if you ever want to know how much you’re truly paying in fees, or what your actual profit margin is, you need to start with the full $100 and then subtract fees separately. If you only log the net deposit, you’ll never see the full picture.

Think of it like grocery shopping. If your receipt says you spent $72, that’s the total. But if you look closer, you’ll see $60 for food, $7 in sales tax, and $5 for a bag of charcoal you grabbed on the way out. Without the breakdown, all you know is $72 left your wallet. With the breakdown, you actually know what happened. Bookkeeping works the same way.

Platforms Subtract Fees and Adjustments Before Payouts

Both Etsy and Shopify work this way: they collect money from the customer, subtract their share, and then send the rest to you. The exact mix of fees and timing looks a little different, but the principle is the same.

Etsy Example

Etsy batches sales and sends payouts on a regular schedule (daily, weekly, or monthly, depending on your settings). In between, Etsy holds your funds, subtracts fees, and uses that balance to pay for things like:

	Transaction and processing fees

	Shipping labels

	Offsite ads (if your shop is enrolled)

	Refunds or disputes


By the time the payout hits your bank, it’s what’s left after Etsy has already taken their share.

Shopify Example

With Shopify Payments, it’s similar:

	Customer pays $100 through your store.

	Shopify subtracts its processing fee (say $2.90 + $0.30).

	You’re left with $96.80 in your Shopify balance.

	After the payout schedule (often 2–3 days), that $96.80 is transferred to your bank.


If you’re also using PayPal, Afterpay, or Klarna, those payouts are handled separately, each with its own set of fees.

This is why your bank deposit never matches your order total. The fees have already been skimmed off before the money gets to you.

Why “Net Deposit = Profit” Is a Myth

Let’s go back to the necklace sale. You might think, “Okay, I sold it for $100, Etsy sent me $91.75, so I made $91.75 profit.” Wrong. That’s not profit—that’s just what landed in your bank after Etsy took their cut.

You still need to account for:

	The cost of materials (say $20 for beads, wire, and clasp).

	Packaging (maybe $2 for the box and mailer).

	Postage (let’s say $5).


Now let’s do the real math:

	Gross Sale: $100

	Less Etsy Fees: $8.25

	Less Materials: $20

	Less Packaging: $2

	Less Shipping: $5
= Actual Profit: $64.75


If you only ever look at the $91.75 deposit and call it “profit,” you’ll be fooling yourself. You’ll think you’re making more than you are. And when tax time comes or when you try to scale, the numbers won’t add up.

It’s like running a lemonade stand and saying “I made $20 today” just because you collected $20 in bills. But if lemons, sugar, and cups cost you $10, you didn’t make $20—you made $10. Without tracking the full picture, you can’t make smart decisions about pricing, expenses, or whether your business is sustainable.

Common Mistakes Sellers Make

Here are the most common traps Etsy and Shopify sellers fall into:

	Recording only the bank deposit as sales.
This erases the record of fees and makes it look like you sold less than you did.


	Forgetting about shipping label deductions.
Etsy often pulls postage right out of your balance. If you don’t record it, it vanishes from your books.


	Treating refunds as “lost income.”
A refund isn’t just money leaving—it’s reversing a sale. It has to be recorded against the original transaction so your numbers stay accurate.


	Mixing personal and business deposits.
If you’re also moving money in and out of the same account for personal use, you’ll never be able to untangle what’s what.


Avoiding these mistakes starts with understanding the flow: sales first, fees next, payouts last.

Zero Fluff Example Walkthroughs

Example 1: Etsy Single Sale

	Necklace sells for $50.

	Etsy subtracts $2.50 transaction fee + $1.75 processing fee.

	Net payout = $45.75.
 



If you only book $45.75 as sales, you’ll never see that Etsy took $4.25 in fees.



Example 2: Shopify Sale with PayPal

	Shirt sells for $30.

	Paid via PayPal.

	PayPal takes $1.20 in fees.

	Net payout = $28.80.
 



Here, Shopify never touches the money—PayPal handles it. That’s why you need a clearing account for PayPal, separate from Shopify.



Example 3: Multi-Order Etsy Payout

	Three sales: $20 + $40 + $60 = $120 gross.

	Etsy fees total $9.50.

	Shipping labels: $12.00.

	Refund issued: $20.

	Net payout = $78.50.
 



Your bank will only show $78.50, but your books need to show $120 in sales, $9.50 in fees, $12 in shipping costs, and a $20 refund. Otherwise, your records will never balance.



Why This Step Comes First

It might feel tedious to break down every transaction, but this is the foundation. If you start with deposits only, your books will always be misleading. By starting with gross sales and then subtracting fees, you’ll finally have clarity.

Remember:

	Gross sales tell you what customers actually paid.

	Fees tell you what it costs to use the platform.

	Net payout tells you what hits your bank.


Only when you put all three together do you know what really happened.

Zero Fluff Recap

	Your bank deposit is not your profit—it’s what’s left after fees.

	Always record gross sales first, then subtract fees separately.

	Etsy and Shopify both skim fees and costs before paying you.

	Net deposit ≠ profit. You still have to subtract materials, shipping, and other expenses.

	Common mistakes: logging deposits only, forgetting shipping labels, mishandling refunds, and mixing personal with business.

	Clean books start with one principle: Sales → Fees → Payouts.


Section 2 — The 3 Ledgers You’ll Use

If “ledger” sounds like an accountant’s dusty old book, forget that image right now. In bookkeeping, a ledger is simply a place where you track one stream of money. That’s it. It can be in a notebook, a spreadsheet, or software. The key is that each ledger keeps one part of the money flow clean.

For your Etsy or Shopify shop, you’ll mainly need three ledgers:

	Your bank account ledger — what comes in and out of your actual bank account.

	Your processor or clearing ledger — the in-between account for Etsy, Shopify, PayPal, or other payment services.

	Your sales and expense ledgers — where you group transactions into categories that tell you the story of your business.


Understand these three, and the rest of bookkeeping becomes a lot less intimidating.

1. Bank Account Ledger (Cash In/Out)

Your bank account ledger is the most familiar. It’s simply a record of what your bank says happened. Deposits, withdrawals, transfers—everything that moves through your checking account.

Why it matters: your bank is where the cash lives. If your books don’t match your bank, you’re lost. Reconciling to the bank is like making sure your wallet has the same cash you think it does.

Real-World Example

	Etsy sends a payout of $500.

	Your bank ledger shows a $500 deposit.

	A week later, you pay $200 for new materials.

	Your bank ledger shows a $200 withdrawal.


That’s all the bank ledger does: it tracks real deposits and withdrawals. But here’s the catch—it doesn’t tell you where the money came from or why it left. It just shows movement. That’s why you need the other ledgers.

Analogy

Think of the bank ledger like your personal step counter. It shows you how many steps you’ve taken, but not whether those steps were up a hill, across a parking lot, or chasing your dog. The context is missing. For that, you need more detail.

2. Processor or Clearing Ledger (Etsy, Shopify, PayPal)

This is the secret weapon most sellers don’t know about. Clearing accounts bridge the gap between your gross sales and your bank deposits.

When Etsy collects $1,000 in customer orders, it doesn’t immediately hit your bank. Instead, it sits in your Etsy balance, where Etsy subtracts fees, ads, shipping labels, and refunds. Only then does the net payout go to your bank.

Your clearing ledger tracks that middle stage.

Real-World Example (Etsy)

	Customer orders: $1,000 total.

	Fees: $100.

	Shipping labels: $50.

	Refund: $20.

	Net payout: $830.


Without a clearing ledger, you’d just see $830 hit your bank. With a clearing ledger, you see the truth: you had $1,000 in sales, $170 in deductions, and then $830 paid out.

Real-World Example

	Customer orders: $300.

	Paid via PayPal.

	PayPal fees: $9.

	Net payout: $291, deposited separately.








	Product sales (what you sell).

	Shipping income (what customers pay for shipping).

	Discounts (amounts you reduce sales by).

	Gift cards or store credit (liabilities until redeemed).





	Materials (wood, yarn, beads, fabric).

	Postage and shipping supplies.

	Platform fees (Etsy, Shopify, PayPal).

	Advertising and promotions.

	Apps and subscriptions.






	A customer buys a $50 product on Etsy.


	Sales ledger records $50 income.


	Etsy subtracts $4.25 in fees.


	Expense ledger records $4.25 fees.


	Clearing ledger now shows $45.75 pending payout.


	Etsy sends $45.75 to your bank.


	Bank ledger shows a $45.75 deposit.

	Clearing ledger clears to $0.



	Sales ledger says you earned $50.

	Expense ledger says $4.25 went to fees.

	Clearing ledger proves the math between sales and bank.

	Bank ledger confirms $45.75 arrived.




	Skipping the clearing ledger.
This is the #1 reason Etsy and Shopify books don’t balance. Without it, deposits never match sales, and fees vanish.


	Dumping everything into “Miscellaneous.”
If half your expenses are “Misc,” your reports are useless. You need clarity, not a junk drawer.


	Overcomplicating categories.
On the flip side, don’t create 50 categories you’ll never track. Start simple. You can always add later.


	Treating the bank as the only record.
Your bank only shows the last stop, not the journey. Without the other ledgers, you’ll never understand why deposits look smaller than sales.






	Ledger = record. Nothing scary. Just a place to track one stream of money.

	You need three ledgers:

	Bank ledger (what the bank shows).

	Clearing ledger (what the platform skimmed off).

	Sales & expense ledgers (categories that tell your business story).

	The clearing ledger connects sales to deposits—without it, nothing balances.

	Categories keep your numbers useful. Too few = confusion. Too many = clutter.

	Together, the three ledgers let you trace every dollar from sale to bank.


Section 3 — Terms You’ll Actually Use




	Gross vs. Net; Revenue vs. Cash

	COGS vs. Operating Expenses

	Reconciliation vs. Matching





	Gross = the total before anything is subtracted.

	Net = what’s left after the subtractions.



	You sell a product for $100.

	Etsy takes $8.25 in fees.

	Your gross sale is $100.

	Your net payout is $91.75.
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	Revenue = what you earned when the sale happened.

	Cash = when the money actually lands in your bank.



	A customer buys on Friday.

	Shopify shows the order as revenue right away.

	The payout doesn’t hit your bank until Tuesday.








	Raw materials (wood, fabric, beads, yarn).

	Packaging tied directly to the product (box, mailer, tissue paper).

	Direct labor you pay someone else to build or assemble (if applicable).





	Platform fees (Etsy, Shopify, PayPal).

	Apps and subscriptions.

	Advertising.

	Postage for shipping.

	Office supplies.




	Gross profit = Sales − COGS.

	Operating profit = Gross profit − Operating Expenses.








	Example: Etsy shows a $91.75 payout. You see $91.75 in your bank. You match them. Done.




	Example: Your bank statement shows $2,500 in deposits for July. Your books should also show $2,500 in Etsy and Shopify payouts for July. If they don’t, you hunt down the difference.




	Without matching, you’ll lose track of individual transactions.

	Without reconciliation, you won’t catch mistakes, missing deposits, or double entries.





	You sell a handmade bag for $120.

	Gross sale: $120.

	Etsy fees: $10.

	Net payout: $110.

	Materials (fabric, thread, zipper): $30 = COGS.

	Packaging + shipping: $12 = operating expense.

	Net payout of $110 hits your bank three days later.



	Gross vs. Net: $120 gross, $110 net.

	Revenue vs. Cash: $120 earned today, cash arrives in three days.

	COGS vs. Expenses: $30 product cost, $12 operating costs.

	Matching: $110 payout in Etsy matches $110 in the bank.

	Reconciliation: Total July sales and payouts match across Etsy and bank.




	Calling everything “profit.”
Many sellers use “profit” to mean deposits, revenue, or cash. Profit only comes after subtracting fees, COGS, and expenses.


	Confusing revenue with deposits.
Just because money hit your bank doesn’t mean that’s when you earned it. Timing matters.


	Ignoring COGS.
If you don’t track material costs, you’ll overstate your profit. A $20 candle isn’t $20 profit—it might be $12 after COGS.


	Reconciling only once a year.
Waiting until tax season to reconcile is a recipe for stress. Monthly is the minimum; weekly is even better if you’re growing fast.



	Gross = before deductions. Net = after deductions. You need both.

	Revenue = when earned. Cash = when deposited. Timing matters.

	COGS = product costs. Operating expenses = everything else to run your shop. Separate them.

	Matching = one-to-one transaction check. Reconciliation = big-picture monthly proof. Both are non-negotiable.

	Learn these terms, and you’ll be 90% fluent in the only bookkeeping language that matters for your shop.





	How much are platforms taking in fees each month?

	How much are you really spending on shipping?

	What’s your actual profit after materials and costs?







[image: ]



d2d_images/chapter_title_above.png





d2d_images/chapter_title_corner_decoration_left.png





d2d_images/cover.jpg
Etsy & Shopify
Bookkeeping Made Simple

Reconcile Payouts, Track Fees & Understand Profit

Zero Fluff Books | Lauren Twitchell





d2d_images/chapter_title_corner_decoration_right.png





d2d_images/chapter_title_below.png





d2d_images/scene_break.png





