Subject Index

A

Accounting principles, changes in, 68, 313
Accounting Principles Board (APB)
cash flow statement opinions, 37
Opinion No. 3, 45-48
Opinion No. 19, Reporting Changes in
Financial Position, 47-49
Accounting Research Bulletins (ARBs), 41
Accounting Research Studies (ARS)
ARS No. 2, Cash Flow Analysis and the
Funds Statement, 37, 45-47
Accounts payable, 230
and book overdrafts, 131, 132, 136
capital expenditures and calculation ¢f (ice
cash flow, 374, 375
and cash overdrafts, 30
days accounts payable, 210
extended vendor payment tevrns, 137, 138
operating payables, 31
payment delays, 137, 138
Accounts receivable, 105. See also
Receivables
days accounts receivable, 210
finance receivables, 30, 82-84, 105-107,
142-147
fully reserved, collection of, 229
operating receivables, 312, 326
secured borrowing, 142, 143
Accrual basis accounting, 37
and delayed or deferred tax payments, 185,
186
Accruals, 13, 312
Acquisitions
and free cash flow calculation, 375
and investing cash flow, 110-114
merger related charges, 234

and minority interests, 128
and operating cash flow, 21, 22, 110-114
Adjusted operating cash flow. See Sustainable
operating cash flow (SOCF)
Adjustments
classification of cash flow adjustments. See
Classification of cash flow
adinstraents
operating cash flow. See Sustainable
vperating cash flow (SOCF)
Adv=.using, direct-response, 91, 93, 94
A1'"PA. See American Institute of Certified
Public Accountants (AICPA)
Allocation of tax cash flows, intrastatement,
171-180
American Institute of Certified Public
Accountants (AICPA), 41, 43, 45
Accounting Research Studies. See
Accounting Research Studies (ARS)
Amortization, 287, 288
and excess cash margin, 291
Analysis of cash flow. See Cash flow analysis;
Cash flow analysis statement
Annual report, footnotes, 226228
Assets
acquired for sale, 87, 88
acquired for use in operations, 87, 88
amortization, 287, 288
capitalized costs. See Capitalized operating
costs
deferred tax assets and liabilities, 160—164,
201, 202
impairment, 349, 357, 358
inventory. See Inventory
long-lived, 88, 357, 358
overvalued, 288, 289
SFAS No. 121, 202
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Assets (continued)
SFAS No. 142, 16, 68
SFAS No. 144,357, 358
valuation model, 349, 350

B

Balance sheet changes, 30, 313
Banks and banking. See also Checks and
checking accounts; Loans and lenders
bank overdrafts, 3, 131, 132
cash balance confirmation, 2
Book income versus tax income. See Tax
reporting
Book overdrafts. See Overdrafts, book
Borrowing costs, 28
Business life cycle, 276-278
decline, 282, 283
growth, 279-281, 284
maturity, 281, 282, 284
start-up, 278

C

Call options, 126
Capital expenditures, 10, 86
and depreciation, 16
and financing cash flow, 372.-274
fraud, 114, 115
and free cash flow, 10, 13,19, 362-364,
370-375
and growth, 10-11
and investing cash flow, 86, 87, 372, 374
operating activities versus investing
activities, 19-22
replacement, 10, 11, 371
Capitalized operating costs, 19-21, 24,
91-103, 287
advertising costs, 91, 93, 94
beyond GAAP boundaries, 24, 115, 116
customer acquisition costs, 91, 92, 94, 95
film production costs, 100—102
interest, 95-97
and investing cash flow, 88, 89, 91-103,
129
oil exploration costs, 102, 103
policy acquisition costs, 93
purchased customer accounts, 94, 95

software development costs, 21, 89,
97-100
subscriber acquisition costs, 92, 93
summary, 103
Carrybacks, 181
disclosure, 188
Carryforwards, 181, 202
disclosure, 188—190
Cash and cash equivalents
cash balance, misreporting, 1, 2
cash equivalents, 50, 51
defined, 50, 51
restricted cash, 52, 87, 128, 129
Cash earnings, 33
as measure of cash flow, 16
Cash flow analysis, 29-33, 305-308
core operating cash-flow, 336-341
summary, 341, 342
Cash flow analysis statement, 14, 29-31,
308-211
accounts, ¢xolanation of, 312-314
case-tucy examples, 314-325
¢ach fiow drivers. See Cash flow drivers
credit and equity aspects, 311, 312
example, 309, 310
use of and examples, 314-325
Cash flow classification. See Classification of
cash flow
Cash flow components, 2. See also Financing
cash flow; Investing cash flow;
Operating cash flow
Cash flow drivers, 31-33, 325, 326
cash flow impacts, calculating, 326-329
growth, 329-333
profitability and efficiency, changes in,
333-336
and core operating cash flow, 336-341
Cash flow measures, 1, 9-16, 33
cash earnings, 16
EBITDA. See EBITDA
funds from operations (FFO). See Funds
from operations (FFO)
net income plus depreciation, 14, 15
operating cash flow. See Operating cash
flow
real estate industry, 15
Uniform Credit Analysis® approach, 14
Cash flow statements. See Statement of cash
flows
Cash flow tracking, 231-237



Cash impacts, 326, 327
Cash inflows, tax-related, 159
Cash outflows, tax-related, 159
Center for Financial Research and Analysis
(CFRA), 16-18
Changes in accounting principles, 68, 313
Checks and checking accounts
minimal balance, maintaining, 3
negative book balances, 3
overdrafts
bank and book overdrafts distinguished,
131, 132
protection, 3
Classification of cash flow, 5-9, 33, 57-65,
90. See also Sustainable operating
cash flow (SOCF)
artificial boosting of operating cash flow,
3-5, 19,23, 24, 270, 284, 285, 305
cash flow statement, 5
financing cash flow. See Financing cash
flow
under GAAP. See Generally Accepted
Accounting Principles (GAAP)
investing cash flow. See Investing cash
flow
misclassification. See Misclassification of
cash flow
misleading classifications under GA AF,
25-27,210
operating cash flow. See Operating cash
flow
reclassification, 115, 114
negative book bai=nces in cash,
reclassifying as liabilities, 3
Classification of cash flow adjustments. See
also Sustainable operating cash flow
(SOCF)
income tax refunds, 249, 250
litigation settlements, 248, 249
pension contributions, 246, 247
restructurings, 247, 248
working capital, changes in, 250-252
worksheet, use of, 252, 254-262
Committee on Accounting Procedure (CAP), 41
Compensation, incentive-based
and free cash flow, 345, 346, 350-354
linked to operating cash flow, 28, 29
Conservative accounting practices and
artificial understatement of earnings,
289
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Contracts
fees for assignment of, 211
long-term, 3-5, 68
Controlling shareholders, 127
Costs
borrowing costs, 28
capitalized operating costs. See Capitalized
operating costs
Creative accounting, 5, 13, 14, 284, 285
Creative cash flow reporting, 2, 18-29, 33
GAAP flexibility, use of, 18-23
and incentive compensation, 352, 354
misleading classifications, 25-27, 29, 86
misreporting, 23, 24
motivation for improving operating cash
flow, 27-29, 33
nonrecurring operating cash flow, 25
Creditors, 311
Customer accouriis
acquisitior-costs, 91, 92
purchasza; %4, 95
Customes-provided financing, 138-140

N

Days accounts receivable, 210
Days sales outstanding (DSO), 326
Days statistics, 210
Debt
changes in debt levels and free cash flow,
361
debt service, 12, 311, 312
extinguishment, 67
investments in, 89
issue costs, 129, 130
retirement of, 219
DeCoster, D., 41
Deductible temporary differences, 161
Deferred revenue, 138—140
Deferred tax assets and liabilities, 160—164,
201, 202
Depreciation
and capital expenditures, 16
and cash flow analysis statement, 312
and deferred tax liabilities, 161-164, 201,
202
EBITDA. See EBITDA
and excess cash margin, 291
and funds from operations, 71, 72



398 SuBJECT INDEX

Depreciation (continued)
recent tax law changes, 201
temporary differences as source of deferred
tax liability, 162—-164
Derivatives, 65
SFAS No. 149, 124, 125
Development costs, oil exploration, 102
Direct statement of cash flows, 52-55, 308,
310, 311
and tax cash flows, 168-171
Disclosures
capitalized interest, 96, 97
delayed or deferred tax payments, 197-203
loss carryback, 188
loss carryforward, 188—190
nonrecurring tax cash flows, 187-204
notes, 224-229
stock option benefits, 191-197
tax cash flows, 204
tax settlements, 190, 191
Discontinued operations, 65-67, 313
adjustments for, 261
gains and losses, reclassification of income
taxes on, 175-179
nonrecurring items of operating cash flow,
211,213
Dividends, 86, 103
mandatorily redeemable preferred stock,
130, 131
paid, 128, 130
preferred, 2, 11
and profitability, 32
Donations, 219
Drivers. See Cash flow drivers
Due diligence expenses, 233, 234

E

Earnings
adjustments to, 241, 265, 266
cash earnings as measure of cash flow, 16,
33
inflated, 285. See also Operating cash flow
and earnings
aggressive cost capitalization, 287
extended amortization periods, 287, 288
overvalued assets, 288, 289
premature or fictitious revenue, 285
undervalued liabilities, 289
operating, 209

pro-forma, 209, 242
problems with, detecting. See Operating
cash flow and earnings
Earnings before interest, taxes, depreciation,
amortization, and rent expense
(EBITDAR), 356, 357
Earnings before interest, taxes, depreciation,
and amortization (EBITDA). See
EBITDA
Earnings comparisons, MD&A section, 229
Earnings per share (EPS)
accuracy of, assessing, 209
and nonrecurring items, 209. See also
Nonrecurring operating cash flow
EBITDA, 12, 33, 69
adjusted, 70, 71
and calculation of fr=e cash flow, 73,
365-367
and creative accounting, 13, 14
and equity-investors, 12—-14
failings o1, 70
and lcnaers, 14
and lean covenants, 354-357
as reasure of cash flow, 13, 16
reconciling to GAAP-defined amounts,
368-370
EBITDAR, 356, 357
ECM. See Excess cash margin (ECM)
Efficiency measures, 326, 327
and cash flow drivers, 325-336
Ely, K., 98
Emerging Issues Task Force (EITF)
Statement No. 00-15, classification of tax
benefits from stock options, 26
Endorsement fees, 211
Equity investors
and cash flow analysis statement, 311
controlling shareholders, 127
and EBITDA, 12-14
and free cash flow, 358-360
minority interests, 127, 128
and sustainable cash flow, 9-11
Equity securities, investments in, 89, 90
Excess cash margin (ECM), 290
declines in, 291, 292
and future earnings declines, 292-294
and future increases in operating cash
flow, 294-297
defining, 290, 291
increases in, 297-299
interim financials, use of, 300



stable ECM, 299
summary, 302
Expansion, 276, 277
Expenses
accrued, 326
and cash flow analysis statement, 312
due diligence, 233, 234
operating cash flow, 312
other income and expense note, 224, 225
prepaid, 312
Extraordinary items, 67

F

Factoring, 143, 144
FASB. See Financial Accounting Standards
Board (FASB)
Fees, 211, 219, 220
FFO. See Funds from operations (FFO)
Fictitious cash, 2
Film production costs, 100-102
Finance receivables, 30, 82—84, 105-107,
142-147
Financial Accounting Standards Board
(FASB)
new accounting standards and cumulative
effects of changes in accounting
principles, 68
Statements. See Statements cof Firiancial
Accounting Standards (JFAS)
stock options
proposed standard( 197
tax benefits related 10, 27
tax cash flows, reclassifying, 179, 180
Financial reporting practices
annual survey of, 43
early practices, lack of documentation on,
42
Financing cash flow, 2, 125
accounts receivable financing, 142—147
beyond GAAP boundaries, 154, 155
book overdrafts, 131-137
and cash flow analysis statement, 314
and cash flow statement, 308
classification as, 5, 63—-65
and classification of tax cash flows, 154,
155, 166, 174, 175
customer-provided financing, 138—-140
debt issue costs, 129, 130
derivatives, 65
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dividends, 65, 130, 131
financing activities, examples of, 6
floor-plan financing, 140-142, 312
gains and losses, 174, 175
interest paid, 129
minority interest in equity, 127, 128
misreporting as operating cash flow, 24,
121-125
noncontrolling interest, 127
nonrecurring gains and losses and tax cash
flows, 180, 181
notes payable, 140-142
versus operating cash flow, 22-23, 131-154
overdrafts, 210
restricted cash, 128, 129
sale and leaseback transactions, 150-154
shareholder loans, 127
stock options, 26:27, 126, 127, 147-150
stock repurchases; 147-150
used to bos:t operating cash flow, 3-5, 23,
2/
vendor payment terms, 137, 138
Financing receivables, 105-107
Fives, 162
Vinney, H. A. (Professor), 41
Flexibility in cash flow classification, 210
capitalized operating costs, 91-103
financing cash flow, 131-154
investing cash flow, 91-114
operating cash flow, 19-24, 81-86,
91-114, 131-154
Floor-plan financing, 140-142, 312
Footnotes as source of information on
nonrecurring items, 224-229
Fraud, 290, 347
Comptronix Corp. example, 114-115
Enron, 294
and restatements, 24
WorldCom example, 115, 116
Free cash flow, 18, 33, 73, 345-348
and acquisitions, 375
calculation of, 11
and cash flow analysis statement, 312
variations in, 73
and capital expenditures, 370
gross versus net capital expenditures,
371,372
investing section of statement of cash
flows, 372
noncash investing and financing
activities, 372-375
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Free cash flow (continued)
replacement versus actual capital
expenditures, 371
and common equity, 360, 362
and compensation, 345, 346, 350-354
defining, 358-361
definitions, 2, 73, 153
earnings-based definitions, 364-367
net change in cash, cash equivalents,
and marketable securities, 367, 368
operating cash flow minus capital
expenditures, 362-364
importance of, 345, 346
interest in, 346-348
measures of, 10, 11
operating cash flow
minus capital expenditures, 362-364
minus investing cash flow, 364
reconciling to GAAP-defined amounts,
368-370
summary, 375, 376
uses of, 348, 349
impairment of assets, 357, 358
incentive compensation, 345, 346,
350-354
loan covenants, 354-357
valuation, 349, 350
Funds from operations (FFO), 15, 16, 33
adjustments, 72
defined, 15
as measure of cash flow, 15: 18, 71-73
Funds statements, 38-49

G

GAAP. See Generally Accepted Accounting
Principles (GAAP)
Generally Accepted Accounting Principles
(GAAP), 1
acquisitions, 22
and aggressive accounting practices, 285
beyond GAAP boundaries, 24, 114-116,
154, 155, 287, 290, 292, 294
capitalized operating costs, 19-22, 91-103
cash flow accounting, 5
flexibility in cash flow classification,
18-24, 81-86, 91-114, 131-154, 210
free cash flow, 348, 362
reconciling to GAAP-defined amounts,
368-370

international differences, 73-75
investments classified as trading securities,
19, 20, 22, 103, 104
measurement of sustainable operating cash
flow, 242
misleading cash flow classifications,
25-27,210
negative book balances in cash,
reclassifying as liabilities, 3
operating cash flow
definition, 18
and financing cash flow determination,
131-154
and investing cash flow determination,
91-114
overdrafts, classification of, 3
receivables, sale of versus securitized, 23
statement of cash flcws, 37
and UCA® anpiouch to cash flow
statements, 14
vendor ‘inasicing, 23
Georgiz Tech Financial Analysis Lab, 132,
135
Glosyary, 379-394
oodwill, 314
amortization of, 16
SFAS No. 142, 16, 68
valuation of, 288, 289
Grants, 219, 220
Growth
and capital expenditures, 10, 11
and cash flow drivers, 325-336
Guy, Dan, 85

H

Hedging activities
SFAS No. 149, 124, 125
Hicks, J. R., 370, 371

I

Impairment of assets, 357, 358
SFAS No. 121, 202
SFAS No. 144, 357, 358
Income, 370, 371. See also Revenue
book versus tax income. See Tax reporting
Income statement and balance sheet change
approach, 30, 31, 33, 313



Income statements
and nonrecurring items, 210, 211, 219,
220, 231, 236
special items and statement of cash flows,
65-68
Income taxes, 159, 160. See also Tax cash
flows
accounting, 160-167
adjustment items, 252, 253, 257, 260, 261
book income and tax return income,
160-162
and cash flow analysis statement, 314
classification of tax-related cash flow, 166
cash inflows and outflows, 166, 168—171
intrastatement allocation, 171-180
credits, 184, 185, 204
deferred income taxes, 186, 187
deferred tax valuation allowance, 165, 166
disclosures, 55, 57, 187-203, 230
foreign earnings, 184
income tax note, 226
and investment-related gains, 26
loss carryback, 159, 161, 181
loss carryforward, 159, 161, 181
nonrecurring income tax cash flows. See
Tax cash flows
and operating cash flow, 6, 25-27
payments, 164, 165
delayed or deferred, 185, 186. 157-203
and nonrecurring operating cash flow,
213
overpayments, 184
refunds
and classification of cash flow
adjustments, 249, 250
nonrecurring operating cash flow, 213,
215,222
settlements
income tax note, 226
tax disputes, 181
SFAS No. 95, 159
statement of cash flows, tax-related cash
flow, 166, 168-171
stock options, benefits from and cash flow,
26,27, 182-184
summary, 203-204
tax holidays, 184, 185
tax incentives, 184, 185
tax rates, 165, 254
foreign earnings, 184
and litigation settlements, 232
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tax reporting
book income and tax return income,
160-162, 203
example, 162-166
summary of key features, 167
taxes paid and cash flow analysis
statement, 312, 313
Indirect statement of cash flows, 52, 53,
55-57,271, 308, 310, 311
and tax cash flows, 168-171
Insurance
life insurance
cash surrender value, 108, 109
company-owned (COLI), 190, 191, 198
proceeds from and income taxes, 162
policy acquisition costs, 93
settlements, 107, 108
Interest, 86, 103
capitalized, 95-27, 129
and cash flow.analysis statement, 314
interest caic Swap termination, 234, 235
Internat:ional Accounting Standards Board
JASB), 38
stzndard on statement of cash flows, 73, 74
ax cash flows, classification of, 179, 180
international Accounting Standards
Committee (IASC), 73
International Accounting Standards (IAS), 73,
74
No. 7, Cash Flow Statements, 73-75
and income taxes, 166
International Financial Reporting Standards
(IFRS), 73
Inventory, 87
acquisitions, treatment of inventory, 22
and cash flow drivers, 326
floor-plan financing, 140-142, 312
liquidations
LIFO, 225, 226
and seasonal changes, 270
note, 225, 226
as percent of revenue, 326
reduction of, 230
and seasonal factors in operations, 275
Investing cash flow, 2, 6, 86, 87
and acquisitions, 110-114
assets acquired for use and for sale, 87, 88
beyond GAAP boundaries, 114-116
capitalized operating costs reported as, 88,
89, 91-103, 129
and cash flow analysis statement, 314
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Investing cash flow (continued)

and cash flow statement, 308

categorizing cash, 6

classification as, 5, 62-65, 86-90

and classification of tax cash flows, 166,
171,172, 174, 180, 181

debt and equity securities, investments in,
89, 90, 103, 104

defined, 62

examples of investing activities, 6

GAAP flexibility, 91-114

gains and losses, 26, 171, 172, 174, 180,
181

insurance

cash surrender value, 108, 109
settlements, 107, 108

investing activities, examples of, 6

misclassification, 114-116

notes receivable, 105-107

versus operating cash flow, 19-22, 91-114

and overdrafts. See Overdrafts, book

restatements, 114—-116

restricted cash, 87

sales-type leases, 107

trading securities by nonfinancial firm, 210

Investments

classified as trading securities, 19, 20, 22
30, 89, 103, 104, 210

in debt and equity securities, 89, 61,103,
104

equity securities, 89, 90

misclassified proceeds fiom, 116

short-term, 103, 104

J

Job Creation and Worker Assistance Act of
2002, 201, 222

Jobs Growth Tax Relief Reconciliation Act of
2003, 201

L

Leases
capital leases
and calculation of capital expenditures
and free cash flow, 373, 374
treatment of, 155
classification, 13, 14

operating leases
and calculation of capital expenditures
and free cash flow, 374
capitalized costs, 24
treatment of, 155
sale and leaseback transactions, 150-154,
372
sales-type lease receivables, 107
Lenders. See Loans and lenders
Levitt, Arthur, 284, 285
Liabilities
deferred tax assets and liabilities, 160—164,
201, 202
negative book balances in cash, 3
undervalued, 289
Liquidations, inventory, 225, 226, 270
Liquidity and Capital Resources section of
MD&A, 213,229-231, 235, 236
Litigation settlenients, 210, 211, 220, 222,
223,231,232
adjustments for, 261
and <ciassification of cash flow adjustments,
248,249
as nonrecurring operating cash flow, 25
and tax adjustments, 253
Loans and lenders. See also Banks and
banking; Debt
borrowing costs, 28
and cash flow, 12-14
debt issue costs, 129, 130
and EBITDA, 354-357
and EBITDAR, 356, 357
loan covenants and free cash flow, 354-357
operating cash flow, importance of, 28
shareholder loans, 127
Uniform Credit Analysis® approach, 14
Loss carryback, 181, 188
Loss carryforward, 181, 188—190, 202

M

Management’s discussion and analysis

(MD&A)

and cash flow tracking, 235, 237

and detection of nonrecurring tax cash
flows, 191, 193, 194, 204, 219,
229-231

earnings comparisons section, 229

identification of nonrecurring operating
cash flow, 213-218



Liquidity and Capital Resources section,
213,229-231, 235, 236
nonrecurring items, use of in locating,
229-231, 236
textual revision of operating cash flow,
215-217
Mergers. See also Acquisitions
related charges, 234
Minority interests, 127, 128
Misclassification of cash flow, 24, 30, 33,
81-84
investment proceeds, 116
operating versus financing cash flow,
121-125
financing cash flow, 125-131
GAAP flexibility, 131-154
GAAP violations, 125, 154, 155
summary, 155, 156
operating versus investing cash flow, 81-90
acquisitions, 110-114
capitalized operating costs, 91-103
cash surrender value of life insurance,
108, 109
fraud, 114, 115
GAAP flexibility, 91
insurance settlements, 107, 108
investments classified as trading
securities, 103, 104
key points, summary of, 116, 17
misclassifying, 116
notes receivable, 105-107
overdrafts, 109, 110
restatements, 82-%4, 115, 116
summary, 116, 117
Moonitz, Maurice, 45

N

National Association of Real Estate
Investment Trusts (NAREIT), 15
White Paper on Funds from Operations,
71,72
Net debt, 134, 135
Net income. See also Operating cash flow and
earnings
and free cash flow calculation, 360, 361
plus depreciation as measure of cash flow,
14-16
reconciliation to operating cash flow,
58-62
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Noncontrolling interest, 127
Nonrecurring operating cash flow, 25,
209-211, 241
adjustments for nonrecurring items, 237
associated cash flow, 219
cash flow tracking, 231-237
cash payments, 312, 313
characteristics of, 211, 236
examples of nonrecurring cash sources and
uses, 211-213
identifying items of, 211, 213-219, 236,
312,313
inconsistency in disclosing nonrecurring
items, 241
locating items, 218, 219
income statement, use of, 219, 220
income tax note, 226
inventory note;, 225, 226
MD&A, 225231
note on-other income and expenses, 224,
275
ncesin general, 226-229
statement of cash flows, use of,
220-224
management identification of, 213-218
operating activities, 220-224
removal of nonrecurring items, 215-218, 237
revisions of operating cash flows, 215-218
summary, 235-237
tax cash flows, 160
Notes as source of information on
nonrecurring items, 224-229
Notes payable, 140-142
Notes receivable, 105-107, 314

0]

Off-balance sheet entities, 154
use of by Enron, 121-125
Oil exploration costs, 102, 103
Operating cash flow, 2, 3, 86
and acquisitions, 21, 22, 110-114
adjusted, 17, 18, 29, 33, 210, 235-237,
241,242,246
analysis. See Cash flow analysis
artificial boosting of, 3-5, 19, 23, 24, 270,
284,285, 305
cash flow drivers. See Cash flow drivers
and cash flow statement. See Statement of
cash flows
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Operating cash flow (continued)

classifying, 5

core operating cash flow, 336-341

creative cash flow reporting. See Creative
cash flow reporting

defined, 18

discontinued operations, 175, 177, 178

earnings problems, detection of. See
Operating cash flow and earnings

expenses, 312

versus financing cash flow, 22-24,
131-154

financing gains and losses, 174, 175

GAAP flexibility, 19-24, 81-86, 91-114,
131-154

importance of, 6-9, 27-29

interest paid on debt, 129

versus investing cash flow, 19-22, 24,
81-86,91-114

investing gains and losses, 171-172, 174

management tools, 4, 5

as measure of cash flow, 9-11, 16

motivation for management of, 27-29, 33

net income or loss, reconciling, 58—62

nonrecurring sources of. See Nonrecurring
operating cash flow

operating activities, examples of, 6

overdrafts. See Overdrafts, book

payables, 312

pro forma, 242

receivables, 312

revisions of, 215-218

statement of cash flcws. See Statement of
cash flows

sustainable. See Sustainable operating cash
flow (SOCF)

tax cash flows, 25-27, 166—-180. See also
Tax cash flows

Operating cash flow and earnings

artificial means of supporting earnings,
270, 284, 285
earnings without growth in cash flow,
17, 18, 285-289
losses but no cash flow used, 289
early-warning indicator for future earnings
problems, 18, 290
excess cash margin (ECM) ratio as warning
signal, 290
declines in ECM, 291-297

excess cash margin defined, 290, 291
increases in ECM, 297-299
interim data, use of to measure ECM,
300
stable ECM, 299
relationship between earnings and
operating cash flow, 269-275
cyclical factors, 269, 270, 276, 277
life cycle transition periods, 269, 270,
277-284
seasonal factors, 269, 270, 275, 276
summary, 300, 302
Operating costs
capitalized. See Capitalized operating
costs
expensed, 20, 21
Operating earnings, 209
Operating income, 325
Operating payabies, 526
Operating periarmance, non-GAAP measures,
6672
Operating profit, 325
Opereting receivables, 326
Qther cash income, cash flow analysis
statement, 312, 313
Other income and expense note, 224, 225
Overdrafts, bank, 3, 131, 132
Overdrafts, book, 23, 109, 110, 210
and accounts payable, 30
and financing cash flow, 131-137
and investing cash flow, 109, 110
and operating cash flow, 3, 19

P

Pension plans
contributions to and classification of cash
flow adjustments, 246, 247
outsized contributions, 211, 213, 215, 221,
222,230, 232, 233, 236, 253, 260
SFAS No. 106, 202
Performance measures, 37
Policy acquisition costs, 93
Prepaids, 312, 326
Profitability and efficiency and cash flow
drivers, 325-336
Project Nahanni, 24, 116
Put options, 126, 127



R

Real estate investment trusts (REITSs), 15, 16
funds from operations as measure of
financial performance, 71, 72
Receivables, 326. See also Accounts
receivable
finance receivables, 30, 82-84, 105-107,
142-147
GAAP treatment, 23
notes receivable, 105-107, 314
operating, 312, 326
sales of, 143-147
sales-type lease receivables, 107
securitized, 23, 30, 143-147
Recession, 276, 277
Reclassification of cash flow. See
Classification of cash flow
Rental and royalty income, 313
Research and development (R&D)
expense and cash flow analysis statement,
312
research tax credit, 184, 185
software development costs. See Software
development costs
Research tax credit, 184, 185
Restatements of cash flow classification, 24
operating and financing cash flow, 154,
155
operating and investing cashflow, 114-116
Restricted cash. See Cash and-cash
equivalents
Restructurings, 313
adjustments for, 262
and annual report footnotes, 226228
and classification of cash flow adjustments,
247,248
Revenue
deferred, 138-140
inflated earnings and premature or
fictitious revenue, 285
inventory as percent of, 326
Reversals, 160
Rosen, L., 41

S

Sale/leaseback transactions, 150-154
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Sale proceeds, 86
sale and leaseback transactions, 150154
Sales-lease arrangements, 107
Sarbanes-Oxley Act, 285
Seasonal factors in operations, 275, 276
Securities, investments in. See Investments
Securitization, accounts receivable, 23, 30,
143-147
Sellers, R. Scott, 15, 16
Settlements
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