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Accounts payable
Controls, 111-113
Days, 88—-89
Payment delay, 222223
Reduction steps, 21
Accounts receivable
Collection acceleration, 223—-224
Controls, 106-107
Reduction steps, 19-20
Accumulated earnings tax, 49-50
Acquisitions, see Mergers and acquisitions
Alliances, use of, 401-402
American Stock Exchange, 280282
Analyst
Negative report, 316
Sell side, 314-316
Viewpoint, 311-313
Asset acquisitions, 418—419
Audit committee
Composition of, 121--1 2.
Role of, 122-124.
Audit opinions, types of, 124
Auditors
Internal, see Internal Audit
Purpose of, 124—125
Relations with, 125-126
Average receivable collection period, 86

Bank relations, 221-222
Banking relationships, 1617
Bankruptcy
Act of 2005, 448
Alternatives, 448-449
Court, 438
Events, 440-446

Index

Laws, 437-438

Payment priorities, 439-440

Tax liabilities, 446—447
Base currency, 348
Benchmark hedge ratio, 351
Beneficial owner, 302-304
Beta, 141
Bilateral spreadsheel netting, 354
Boiler and machuiery insurance, 339
Bonds

Invesument in, 214

Refunding of, 18-19

Twpes of, 229-231
ronus sliding scale, 435-436
Booked exposure, 350
Borrowing base, 221
Breakeven

Analysis, 183-188

Point, 78-79
Bridge loan, 231
Broker kick-out, 329-330
Broker relations, 316-317
Building-block approach, 64
Business cycle forecasting, 188—-193
Business interruption insurance, 340

Capacity utilization, 177-183
Capital asset pricing model, 141-142
Capital budgeting
Hurdle rate, 153-154
Internal rate of return, 158
Models for, 164—165
Net present value, 156-158
Payback period, 154
Post-completion analysis, 170-172
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Capital budgeting (Continued)
Problems, 162-164
Proposal form, 167-170
Throughput analysis of, 44—45,
161-162
Captive insurance company, 341, 436
Cash concentration
Method comparison, 207-208
Notional pooling, 206-207
Physical sweeping, 204-206
Cash controls, 103-106
Cash flow
From operations, 82-83
Modeling issues, 164-165
Return on assets, 83-84
Cash forecast
Accuracy, 201-202
Automation, 202-203
Information sources, 201
Model, 197-201
Cash method of accounting, 50-51
Cash to working capital ratio, 84-85
Certificate of deposit, 214
Change management, overview of, 8—9
Claims administration, 344—345
Coefficient of variation, 175
Collateral trust bond, 229
Collection
Effectiveness index, 8C-87
Measurements, 374
Commercial paper, 214-216, 234
Commercial property insurance, 340
Common stock, 238
Comparables valuation method,
252-253, 405
Competing standards approach, 64—65
Complexity analysis, 400-401
Constant balancing, 204
Consumer price index, 191
Continuity of business enterprise, 418
Continuity of interest, 417-418
Control premium, 406
Controller
Job description, 9-12
Relations with CFO, 12-13

Controls
Accounts payable, 111-113
Accounts receivable, 106-107
Cash, 103-106
Cash management, 208-212
Cost of goods sold, 114-115
Elimination of, 118-119
Employee advances, 109
Fixed asset, 109-111
General, 117-118
Inventory, 107-109
Investments, 106
Notes payable, 113
Occupancy, 117
Payroll, 115-117
Revenue, 113-114
Travel and entertainment, 115
Convertible band; 229
Convertible cecurities, 27-28
Conversiot,: rights, 242
Cost of capital
Celculation of, 137-144
Incremental, 144148
Reductions, 151
Cost of goods sold controls, 114-115
Covenants, 26
Cramdown, 445-446
Credit card funding, 224
Cross rate, 348
Currency
Futures, 357-358
Options, 358-360
Surcharge, 353
Swaps, 360-361
Cyclical indicators, 192

Days of working capital, 75-76
Debenture, 229
Debt

Cost of, 138-140

Coverage ratio, 91

Financing, 220-237

Funding strategy, 26-27
Deferred compensation, 429-431
Deferred interest bond, 229
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Demand rights, 242

Directors and officers insurance, 340
Discounted cash flow model, 407-412
Distribution model, 201

Divestiture decision, 38—39

Dividend issuance decision, 30-32
Dividend payout ratio, 96-97

Due diligence checklist, 465-473

Early payment discount, 23-24
Earnouts, 412
Earnings credit strategy, 216-217
Economic development authority, 232
Economic value added, 94-95
Edgar filing system, 306-308
Enterprise resources planning system, 66
Equity

Cost of, 140-142

Funding strategy, 28-29
Expected commercial value, 166

Factoring, 224-225
Fedwire payments, 308-310
Field warehouse financing, 225-226
Fixed asset controls, 109-111
Floor planning, 226
Floorless bond, 229
Forced ranking, 65
Forecasted exposure, 35€
Forecasting
Business cycle, 188-193
Cash, see Cash forecast
Foreign exchange
Exposure reduction, 15-16, 349-362
Terminology, 348—-349
Form 15, 330
Form 3, 304
Form 4, 305
Form 5, 307
Form 8-K, 289-294
Form S-1, 297-299
Form S-3, 299
Form S-8, 300
Forms 10-K and 10-Q, 294-296
Forward exchange contract, 355-357

Index 479

Fraud, types of, 101-103
Fronting program, 342

General liability insurance, 340
Going private, 325-330

Gross domestic product, 191
Gross profit percentage, 80
Guaranteed bond, 229

Hurdle rate, 153-154
Hybrid loan, 231-232
Hybrid valuation model, 406

Income bond, 229
Incremental cost of capital, 144-146
Information technology strategy, 61-70
Initial public offering
Cost of, 268—259
Preparatictitor, 269-271
Reascas lor and against, 265-268
Regristiation, 274-277
Iniand marine insurance, 341
Lustitutional investors, 319-321
Insurance
Claims, 344-345
Files, 345-346
Internal audit
Management of, 131-133
Measurements, 375
Outsourcing of, 364—380
Role of, 128-131
Internal rate of return, 158—-160
Inventory
Controls, 107-109
Reduction steps, 20-22, 226-227
Turnover, 87-88
Valuation, 51
Investment bankers, 318, 424425
Investment
Alternatives, 214-216
Controls, 106
Criteria , 213-214
Management, 17-18
Measurements, 375
Strategies, 216—-219
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Investor
Presentations, 323
Relations officer, 13-14
Relations specialist, 318
Investors
Individual, 321-323
Institutional, 319-321

Job description
CFO, 4-8,9-12
Controller, 9-12
Investor relations officer, 13-14
Treasurer, 13

Laddering strategy, 217
Lease

As funding source, 227

versus buy decision, 23
Life insurance, 431-432
Line of credit, 228
Liquidation value method, 405
Liquidation preference, 243
Loan

Asset-based, 228-229

Bridge, 231

Economic development authoriiy, 232

Hybrid, 231-232

Long-term, 232

Mezzanine, 233

Short term, 233--234

Small Business Adrainistration, 233

Make versus buy decision, 46—47
Margin of safety, 79

Market price valuation method, 402—403

Matching strategy, 217

Merger and acquisition
Complexity analysis, 400-401
Earnouts, 412
Legal types of, 416-423
Payment methods, 415-416
Purchase agreement, 424
Qualitative factors, 413-414
Reverse triangular, 423
Target evaluation, 382—400

Tax impact of, 51-52, 416418
Triangular, 423
Valuation methods, 402—-416
Metrics
Asset utilization, 74-79, 456
Cash flow, 82-85, 459
Liquidity, 85-90, 459-461
Market performance, 97-99, 463
Master list, 456-464
Operating performance, 79-82, 458
Return on investment, 91-97,
462-463
Solvency, 90-91, 461-462
Mezzanine loan, 233
Money market fund, 216
Mortgage bond, 236
Multilateral netting, 354-355
Mutual insurance company, 341

NASDAY, 282-283

Netonerating loss carryforward, 26,
52-53

Net present value, 156-158, 253

Net profit percentage, 81-82

Nexus, 53—-54

New York Stock Exchange, 283-285

Non-deal road show, 322

Nonqualified plan, 429-430

Notes payable controls, 113

Object-oriented programming, 66
Occupancy controls, 117
Offering memorandum, 240-253
Open IPO, 277
Open standards, 65-66
Operating profit percentage, 80—81
Outsourcing
Advantages and disadvantages,
363-368
Contractual issues, 368-370
Controls, 372-373
Measurements, 373-379
Transition issues, 370-372
Over-the-counter stocks, 287
Overallotment option, 273-274
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Payback period, 154-156
Payment factory, 24
Payoff approach, 65
Payroll
Controls, 115-117
Measurements, 375-376
Outsourcing, 366—380
Pension measurements, 376-377
Performance measurements, 456—464
Pink sheets, 287
Policies
Risk management, 334-335
Portfolio approach, 64
Preemptive rights, 243
Preferred stock, 29-30, 234-235, 239
Price/earnings ratio, 98
Pricing decisions
Transfer, 57-59
Using throughput analysis, 43-44
Private investment in public equity,
255-256
Producer price index, 191
Product elimination decision, 32—-35
Project costing, 54-55
Proxy hedging, 362
Public Company Accounting Overgight
Board, 126

Quualified plan, 429-430
Quuality of earnings.racin. 93-99
Quick ratio, 89-90

Quoted currency, 348

Raw materials inventory reduction,
22

Refinancing decision, 27

Registered direct deal, 255

Registration statement, 274-277,
297-301

Registration rights, 241

Regulation FD, 294

Relational database, 66

Reorganization types, 419-423

Replacement value method, 405-406

Repurchase agreement, 216

Index 481

Research and development funding
analysis, 165-166
Restricted stock units, 435
Return on assets employed, 92-93
Return on equity percentage, 93
Revenue controls, 113-114
Revenue multiple valuation method,
403-404
Reverse merger, 278
Risk management
Analysis of, 173
Foreign currency exposure, 15-16,
349-362
Key tasks, 5—6
Manager, 337
Matrix, 336
Planning, 335-357
Policies, 334-335
Proceduies; 338-341
Report 346-347
Road show, 322
Rule 10b5-1, 258-260
lale 13e-3, 325-329
Rule 144, 257-258

S corporation, 55-56

Sale and leaseback, 235

Sales backlog ratio, 77

Sales per person, 76—77

Sales tax, 56—57

Sales to stock price ratio, 97

Sales to working capital ratio, 74-75

Sarbanes-Oxley Act, 126128

SCOR registration, 278-279

Secular trust, 431

Securities and Exchange Commission
filings, 288-310

Self insurance, 342

Serial bond, 230

Shelf registration, 300-301

Small Business Administration loans,
233

Spend management, 25-26

Standard deviation, 175

Step costing, 35-36
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Stock
Appreciation rights, 432
Common, 238
Exchanges, 279-287
Momentum, 319
Options, 432-434
Preferred, 234-235
Private placement of, 239-240
Repurchase, 256-257
Subscriptions, 255
Types of, 238—-239
Warrants, 254255

SWOT analysis, 247

Synergy gains, 406—407

Tax
Accumulated earnings, 49-50
Filing outsourcing, 367-380
Implications of an acquisition,
416418
Sales and use, 56-57
Strategy, 48—-60
Unemployment, 59-60
Temporary labor staffing, 36—37
Throughput analysis
Capital budgeting decisions, 44-45,
161-162
Costing decisions, 39—43
Make versus buy decisions, 46—47
Pricing decisions. 43-44

Times interest earned, 90

Trading plan, 258-260

Tranched cash flow strategy, 217-219
Transfer pricing, 57-59

Travel and entertainment controls, 115
Treasurer job description, 13

Trigger balance, 204

Underwriter, 271-274
Unemployment taxes, 59-60
Unilateral netting, 354

Use tax, 56-57

Valuation methods, 252-253,
402-416

Value play, 319

Variable rate bond, 230

Venture capital iiethod, 253

Voting righiic, 242

Warranis, 254-255

Weighted cost of capital, 142-144

Work-in-process inventory reduction,
22

Workers’ compensation insurance,
341

Working capital, reduction of, 19-21

Zero-balance account, 204
Zero coupon bond, 230
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