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acceptance, engagement, 199-200

accountant, 116

accountants’ compilation report, 180,
192-195

accounting method, 26

accounting rate of return, 131-132, 138

accounts payable, 33

accounts payable collection period, 32, 34

accounts receivable, 53

accounts receivable collection period,
32, 34,51

activity ratios, 31-34

additional paid-in capital, 101

adverse opinion, 185, 190

after tax cost of debt, 107

agility, 64-65, 142-143

The AICPA Guide for Prospective
Financial Information, 178

AICPA. See American Institute of
Certified Public Accountants

allocated expenses, 122-130

alternatives, 23

American Institute of Certified Public
Accountants (AICPA), 118-119, 127

Analysis for Financial Management,
129

analysis

scenario, 135
sensitivity, 135

assigning costs, 80

awareness, 64

awareness loop, 142

balance, 6465, 143
balance sheet, 117
BCR. See benefit-cost ratio
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behavior, cost, 7679
bell curve, 173
benefit-cost ratio, 135-136, 138
beta equity coefficient, 109-112
Better Business Bureair 177-178
bonds, 95-97

corporate, 95~/
borrowing, 93-25
Brooks, Lyr ne, 99, 170
Brown, " Donaldson, 24
budaet

conpany, 141-142

costvs., 71-73

creating, 157-161

operating, 141-142

project, 141-142, 148
budgeting process, 148
business action framework, 61-64
The Business Action Framework,

69

business agility, 64-65
business area management, 67
business objectives, 68

call provisions, 96

Callahan, Kevin, 69, 170

capacity, excess, 129

capital asset pricing model (CAPM),
108

capital charge, 103, 112-113

capital turnover, 49, 51

capital write-offs, 105

capital, spontaneous, 129

capitalizing leases

CAPM. See capital asset pricing model

cash flow statement, 166-167
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cash flows, 94, 129
calculating, 119-127
operating, 128
project, 162-169
statement, 120, 138
cash outflows, 55, 56
CC. See capital charge
certified public accountant (CPA),
115-116
Chamber of Commerce, 177-178
change control, 17-18
character, 94-95
charter, 157-158
classifications, cost, 74-80
collateral, 94
common stock, 101
communication, 12—-13
company budget, 141-142
competency, 176-177
competition, 143-144
control
cost, 17-18
project, 4, 11-21, 13-20
quality, 19-20
risk, 18-19
schedule, 13-17
convertible bonds, 96
corporate bonds, 95-97
corporate debt. See corparate-bonds
correction, cost of, 84
cost behavior, 74, 7¢-79
cost classificaticns,. 74-80
cost decisions, 80-83
cost implications, funding methodology,
100-112
cost information, 74
cost of capital, 107-108
cost of funding, calculating, 103-112
cost of goods purchased, 88
cost performance index (CPD), 15, 17
cost
assigning, 80
budget vs., 71-73
correction, 84
definition, 73-74
differential, 80-81
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direct, 80

direct labor, 89

direct material, 89

financing, 129

finished goods, 90

fixed, 78-79

indirect, 80, 90

industry and, 85-89

opportunity, 82—-83

period, 75-76

prevention, 83-84

product, 75-76

project, 7-8

purpose, 73-74

quality, 83-85

semi-variable, 79

sunk, 81-82

variable, 7778

warranty, 5435
coupon :ate, Y5
CPA. See certified public accountant
CP1. dee cost performance index
CKkAP. See creative accounting principles
¢reative accounting principles (CRAP),

105

credit, 94
credit balance account, 116
critical objectives, 62
cross-company ratio analysis, 25-26
cross-industry ratio analysis, 25-26
cross-trend ratio analysis, 2526
current ratio, 35
customer deposits, 97

days of inventory on hand (DIOH), 32,
34

DE. See debt to equity ratio
debt, 106
debt financing, 93-95
debt to equity ratio (DE), 35-36
debt

after tax cost of, 107

equity vs., 54-59

trade, 96-97
decisions, cost, 80-83
departure from GAAP, 191-192
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deposits, customer, 97

depreciation, 123

differential cost, 80-81

DIOH. See days of inventory on hand

direct costs, 80

direct labor cost, 89

direct material cost, 89

disclaimer of opinion, 183, 186187, 190

disclosures, 195

discount, 95-96

discounting the value of money, 132

dividend, 101

Dun and Bradstreet, 177-178

DuPont Method, 2444, 50
worksheet template, 43

DuPont Method pyramid, 26-28

earned value, 13-17

earnings before interest expense and
taxes (EBIT), 128

EBIT. See earnings before interest
expense and taxes

economic value added (EVA), 24,
100-105, 112-114, 127

engagement acceptance, 199-200

equity, 51, 97-99, 116, 124

equity, debt vs., 54-59

The Essentials of Strategic Project
Management, 69, 83,141,157, 170

estimated cost, 8

EVA. See economic valeeadded

excess capacity, 122130

execution, project, 4, 11-21

expense, 8

expenses, allocated, 129-130

explanatory language, 188-189

face value, 95

FATR. See fixed asset turnover ratio

FIFO. Seefirst in, first out

figure of merit, 130-131

final project deliverable, 6

financial levers, 5-6

financial manager, role of, 115-119

financial ratio analysis, 23, 125
DuPont Method, 24—44

financial statements, reports on, 180-197
financial success, 46-53
financials, project, 161-162
financing costs, 129-130
financing, debt, 93-95
finished goods cost, 90
first in, first out (FIFO), 105
fixed asset turnover ratio (FATR), 32
fixed costs, 78-79
floating rate bonds, 96
forecasting, 147-157
project, 148
free cash flows, 127-128
funding methodology, cost implications,
100-112

GAAP. See generzly accepted
accounting nrinciples

GAAS. See get.crally accepted auditing
standards

Gereral Motors Corp. (GM), 24

generally accepted accounting
principles, 104

generally accepted auditing standards, 182

GM. See General Motors Corp.

goals, 157-158

gold plating, 7

goodwill amortization, 105

GPM. See gross profit margin

Graves, John Affleck, 26

gross profit margin (GPM), 28, 30-31

A Guide to the Project Management
Body of Knowledge, 11

Halloran, John, 119
Hartvigsen, David, 172
Higgins, Robert C., 129
high-level deliverables, 52-53
honesty, 177-178

Hugos, Michael, 61-62, 64, 69
human resources, 179-180

income tax effect, 99-100

independent accountants’ review report,
180, 189-191

independent auditors’ report, 180, 182
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indirect cost of manufacturing, 90
indirect costs, 80
industry

cost and, 85-89

manufacturing, 89-91

retail, 88-89

service, 87-88
information collection, 45
initiation, 4

project, 5-6
integrity, 177-178
internal rate of return, 135-136, 138,

162

inventory on hand, 51
inventory tracking system, 53
inventory turnover ratio (ITR), 32-34
ITR. Seeinventory turnover ratio

lack of independence, 194
leverage, 30, 47, 49-50
leverage multiplier (LM), 35-36
leverage ratio, 58

liability, 116

LM. Seeleverage multiplier

major uncertainty, 196-197

managerial accounting, 74
manufacturing industry, 89-S1

market value added (MVA), 24, 100-104
Marvelous Food, 47-68

Milani, Kenneth W. 20,91

mission, 2—6

MVA. See market value added

NASDAQ, 128

net operating profit after taxes, 103,
112-113

net present value, 134-136, 138, 162

net profit margin (NPM), 28, 30, 42,
49-50

net property, plant, and equipment, 123

net property, plant, and equipment ratio
(NPPER), 32-33

New York Stock Exchange, 128

nonpublic companies, 98

nonvoting stock, 99
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NOPAT. See net operating profit after
taxes

normal distribution, 173

notes payable, 106

NPM. See net profit margin

NPPER. See net property, plant, and
equipment ratio

NPV. See net present value

OAR. See other asset ratio
objectives, 2-6, 157-158

project, 67-68
OER. See operating expense ratio
operating budget, 141-142
operating cash flows, 128
operating expense ratio (OER), 28, 31
operating profit rnargin (OPM), 28, 30
OPM. See opeiating profit margin
opportunities; 198

oppotunity costs, 82-83
orzanizational structure, 178-179
ot er asset ratio (OAR), 32-33

payback period, 131-132, 138

period cost, 75-76

planning, 4, 147-158

project, 6-11

Pontrelli Recycling Inc., 38-39, 41, 111,
113, 142-157, 161-162

Porsche, 84

Porter’s Five Forces, 198

portfolio management, 60, 65-68

portfolio, project, 60

PPM. See private placement
memorandum

preferred stock, 101

present value, 132-133

prevention, cost of, 83-84

preventive costs, 10

preventive work, 10

private placement memorandum, 99

pro-forma statements, 148-157

procurement plan, 8-9

product cost, 75-76

profitability ratios, 28—-31
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project
calculating viability, 128-137
control, 4, 11-21, 13-20
cost, 7-8
execution, 4, 11-21
initiation, 5-6
objectives, 67-68
planning, 6-11
portfolio, 60
portfolio management, 66
portfolio management group, 67
schedule, 6-7
specific risk, 197-199
status reporting, 13-20
team, 46-53
project viability, calculating, 128-137
projected income, 162
public companies, 98

qualified opinion, 182-184
quality assurance, 19-20
quality control, 19-20
quality plan, 9-10

quality, cost of, 83-85
quick ratio, 35

R&D. Seeresearch and developniernt
rates of return, 98
ratio analysis, 25-26
ratios

activity, 31-34

application of;.57-%4

financial, 24-25

profitability, 28-31

solvency, 35-37
The Real Time Enterprise, 61-62, 69
relative risk, 134—135
reporting, project status, 13—-20
reputation, risk to, 175176
research and development, 105
resource plan, 8-9
retail industry, 88-89
retained earnings, 101
retainers, 97
return on capital (ROC), 28-29, 47, 49,

51-52, 57

return on equity (ROE), 27-29, 4647,
51-52, 144
return on investment (ROD), 5
return on investment, calculating,
53-59
risk, 10-11
project specific, 197-199
quantifying, 172
reputation, 175-176
risk assessment, 172175
risk control, 18-19
risk
ROC. Seereturn on capital
ROE. Seereturn on equity
ROIL. Seereturn on investment
Romano, Patrick J., 2%-40, 97, 106, 121

scenario analvsiz, 135

schedule cant-ci, 13-17

schedule nertormance index (SPT)

schedle variance, 14

schiedule variance index (SVD), 16

tchedule, project, 6-7

SEC. See Securities and Exchange
Commission, 95

Securities and Exchange Commission
(SEC), 95, 98

self-generated working capital, 129

semi-variable costs, 79

sensitivity analysis, 135

service industry, 87-88

shareholders, 98-99

simulations, 135

solvency ratios, 35-37

SPI. See schedule performance index

spontaneous capital, 129

standard deviation, 173-174

statement of cash flows, 120, 138

calculating, 119-127

statement of operations, 28

statements, pro forma, 148-147

status reporting, 20-21

STO model. See strategic, tactical, and
operational model

stock, 99

stock price, 101
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strategic, tactical, and operational

model, 2-6, 59-60
strategy, 2—6

implementing company-wide, 61-68

strengths, 198
structure, organizational, 178-179
sunk costs, 81-82, 129
supply chain process, 53
SVI. See schedule variance index
SWOT analysis, 198

task dependencies, 6

task description, 6-7

TATR. Seetotal asset turnover ratio

tax rate (TR), 28, 30

TCBR. Seetimes burden covered ratio

team, project, 46-53

threats, 198

TIE. Seetimes interest earned ratio

times burden covered ratio (TBCR), 35, 37

times interest earned ratio (TIE), 35-37

total asset turnover, 47

total asset turnover ratio (TATR),
31-32, 42

total cost outflows, 131

TR. Seetax rate

trade debt, 96-97

treasury stock, 101

two-way communication; 12
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unqualified opinion, 183, 187-190

value of money, discounting, 132
variable costs, 77-78

viability, calculating project, 128-137
voting stock , 99

WACC. See weighted average cost of
capital

warranty, cost of, 84-85

WBS. See work breakdown structure

WCR. See working capital ratio

weaknesses, 198

weighted average cost of capital
(WACQ), 55, 58, 101102, 105, 110,
126, 135

formula, 101

Williams, Fr. Oniver F., CS.C., 177

WIP. See work 11 progress

work breakdown structure (WBS), 67,
160

work in progress (WIP), 89

wvcrk overruns, 166167

wvorking capital ratio (WCR), 32-33

working capital turnover, 49-50

working capital, self-generated, 129

WorldCom, 125-126

zero-coupon bonds, 96



