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5S analysis, 223

Accounts payable
Days, 196-197
Management, 44—45
Payment timing, 47
Turnover, 4
Accounts receivable
Collection period, 193-194
Management, 43
Turnover, 4
Accumulated earnings tax, 66-67
Acquisitions
Evaluation of, 229-245
Payment for, 258-260
Tax implications of, 68-69,
261-262
Types of, 260-266
Valuation of, 246-260
Administrative assistant, 4
American Stock Exchiange, 285-286
Analyst
Negative report, 299-300
Perspective of, 295-297
Sell side, 297-299
Asset acquisition, 262-263
Assets analysis, 236-238
Attrition, 222

Backlog report, 5

Banking relationship, 39-40
Benchmark hedge ratio, 166167
Bilateral netting, 169

Blue sky laws, 279

Boiler and machinery insurance, 155
Bonds, refunding of, 42

Booked exposure, 165

Index

Bottleneck
Analysis, 37
Knowledge of, 26
Brand analysis, 233-234
Breakeven point, 185186
Broker kick-out, 324
Brokers, 300-301
Budget
Cash, 1(Y
Capital, 123-124, 131-145
Checkiist, 333
Controls, 127-129
Cost of goods sold, 117
Direct labor budget, 105-106, 114
Facilities, 108, 121-122
Financing, 109, 124-126
Flex, 127
General and administrative, 107,
119-120
Inventory, 103—104, 110
Marketing, 107, 119
Overhead, 106, 116
Production, 103-104, 110
Purchasing, 104-105, 112-113
Research, 103, 122-123
Revenue, 103, 110
Sales department, 118
Staffing, 120-121
Budgets
Creation, 9-10
System of, 101-109
Building block approach, 80
Business interruption insurance, 155

Capacity

Analysis, 234-2306
Avoidance of excess, 25
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Capital budget, 123124, 131-145
Capital request form, 139
Captive insurance company, 157
Cash budget, 109
Cash flow

Analysis, 242

from operations, 190-191

Modeling issues, 141

Return on assets, 191-192

Scenarios, 253-254

Cash method of accounting, 67
Cash to working capital ratio, 192-193
CEO checklist, 329-335
Collection effectiveness index, 194-195
Comfort letter, 280
Commercial property insurance, 155
Commodity spend report, 215
Common stock, 53
Compensation structure, 37
Competing standards approach, 80
Competitive environment, 19-21
Competitor reactions, 37
Complexity analysis, 245-246
Comprehensive auto liability insurance

155

Comprehensive crime insurance, 158
Constructive receipt, 67
Continuity of business enterprise, 261
Continuity of interest, 68, 2C1
Control premium, 250
Controls, budget, 127-1.29
Convertible security,issuance of, 51-52
Core growth rate, 187
Cost reduction

Checklist, 335

Itemization matrix, 209-210

Payoff matrix, 208

Reporting, 207-210

Review, 13-14

Risk matrix, 208
Cost of capital, 131-132
Cost of goods sold

Budget, 117

Trend, 3
Covenants, 50
Culture conflicts, 37
Currency

Futures, 172
Options, 173-174
Surcharges, 167
Swaps, 174-176
Customer service strategy, 83
Customers
Loyalty program, 33
Selection of, 25

Days of working capital, 182-183
Debt

Acquisition, 49-50

Coverage ratio, 198-199

Refinancing, 50-51

Service coverage ratio, 4

Trend, 4

Versus equitv-funding decision, 52-53
Deductions, acceieration of, 65
Direct laborsudget, 105-106, 114
Directorss and officers insurance, 156
Disclosure reporting, 52
Discounted cash flow model, 251-253
Distribution channel, as strategic

defense, 21

Divestiture decision, 61-62
Dividend issuance decision, 54—56
Dividend payout ratio, 203—204

Early payment discount, 47
Earnout, 255-256
Economic value added, 201-203
Economies of scale, 21
Employee
Cost rollup reports, 218-220
Training, 33
Enterprise value, 248
Equity versus debt funding decision,
52-53
Error quantification, 223-224
Expected commercial value, 142-143
Experience curve, 24-25
Experience pricing, 28

Facilities budget, 108, 121-122
Financing budget, 109, 124-126
Fixed cost analysis, 224

Flash report, 5
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Flex budget, 127
Forced ranking, 80-81
Forecasted exposure, 165
Foreign exchange
Exposure, 39
Hedging strategies, 165-176
Risk, 164-165
Terminology, 163-164
Form 15, 327
Forward exchange contract, 169-172
Forward multiples, 248
Fronting program, 158

General and administrative budget, 107,
119-120

General liability insurance, 156

Go private, 325-327

Go public, seeInitial public offering

Gross margin ratio, 4

Gross profit percentage, 188

Guidance, 315-320

Hedging strategies, 165-176
Hurdle rate, 131-132
Hybrid valuation model, 250

Incremental cost of capital, 252
Industry profitability, 36
Information technology straiegy,
77-85
Initial public offering
Cost of, 274
Preparing for, 274-277
Reasons against, 272-274
Reasons for, 271-272
Registration, 280282
Inland marine insurance, 156
Institutional investors, 303-304
Insurance
Carrier analysis, 158-159
Types of, 155-157
Internal rate of return, 136-137
Internet strategy, 34
Inventory
Budget, 103-104, 110
Disposition of, 26-27
Management, 44

Reduction, 4546
Turnover, 4,195-196
Valuation, 68
Investment bankers, 301-302
Investor conference call, 309-311
Investors
Individual, 304-306
Presentations to, 306-307
Types of, 302-303
Investor relations specialist, 302
Ishikawa diagram, 224-225

Labor, temporary, 60-61
Leases versus buy decision, 4647
Leaves of absence, 222
Legal analysis, 242-245
Liabilities analysis, 238-239
Liquidation valuc, 249
Lloyds of Loaidon, 157
Loan

Covenants, 50

Horeign currency, 168
vockup agreement, 282
Low cost strategy, 29-32, 84

Maintenance, repair, and operations
analysis, 213

Management team

Review of, 10-11

Market pricing, 28
Margin of safety, 186
Market fragmentation, 36-37
Marketing budget, 107, 119
Measurements, key, 3-5
Mergers, see Acquisitions
Mosaic approach, 317
Multilateral netting, 169
Mutual insurance company, 157

Naked short selling, 320

NASDAQ, 287-289

Negative analyst report, 299—300

Net operating loss carryforward,
50, 69

Net present value analysis, 134-136

Net profit percentage, 189—190

Nexus, 69-70
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New York Stock Exchange, 289-291
Niche strategy, 32-33
Non-deal road show, 305-306

Ocean marine and air cargo insurance,
156
Open IPO, 282-283
Open standards, 81
Operating profit percentage, 188-189
Outsourcing
Initiation of, 94
Overview, 87-92
Risk, 92-94
Strategy, 87-97
Suppliers, 94-97
Over-the-counter stocks, 292
Overallotment option, 279
Overhead budget, 106, 116

Pacing strategy, 38
Parts consolidation, 213
Patent analysis, 232-233
Payable days, 196-197
Payback period, 132-134
Payment factory, 48
Payoff approach, 81
Penetration pricing, 28
Personnel analysis, 230-232
Pink Sheets, 292
Policies, risk managem¢cat,
150-149-150
Portfolio approach, 80
Post-completion project analysis,
143-145
Preferred stock, 43
Price/earnings ratio, 205206
Pricing
Competition, 25
Experience, 28
Market pricing, 28
Penetration, 28
Skim, 28
Transfer, 72-75
Value, 28
Priorities list, 1-3
Procedure, risk management,
153-155

Process analysis, 34—35

Procurement cards, 49

Product
Choices on the Internet, 34
Differentiation, 22, 23, 26-29
Elimination decision, 56-58
Improvement strategy, 83
Prototyping, 27

Production budget, 103-104, 110

Profitability analysis, 239-241

Proxy hedging, 176

Purchasing budget, 104-105, 112-113

Quick ratio, 4, 197
Quiet period, 279

Receivable collecticn period, 193-194
Reciprocal orgarization, 157
Red herring registration statement,
280-251

Refinanecing decision, 50-51
Reorganization

I'ype A, 263

Type B, 263-264

Type C, 264-265

Type D, 265-266
Replacement value, 249-250
Reports

Backlog, 5

Flash, 5
Research

Budget, 103, 122-123

Funding decisions, 142-143
Retaliation, history of, 22
Return on assets

Employed, 199-200

Maximization of, 41-42
Return on equity percentage, 201
Revenue

Budget, 103, 110

Trend, 3
Reverse merger, 283-284
Reverse stock split, 281
Reverse triangular merger, 266
Risk

Analysis, 11-13

Checklist, 334
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Foreign exchange, 39, 164176
Management planning, 150-152
Management policies, 149—-150
Management procedures, 153-155
Management report, 159-160
Manager, 152-153
Outsourcing, 92-94

Road show, 311-315

Rule 13e-3, 325-326

S corporation, 70-71
Sabbaticals, 222
Sales
Backlog ratio, 184-185
Department budget, 118
Forecast, 5
Internet channel, 34
Tax, 71-72
Sales per person, 183-184
Sales to stock price ratio, 205
Sales to working capital ratio,
181-182
SCOR, 284
Self insurance, 157-158
Selling, general and administrative
trend, 4
Short interest ratio, 322
Short squeeze, 321
Short selling, 320-322
Skim pricing, 28
Spend
Analysis, 211, 214-217
Compliance, 213-214
Database, 211-212
Management, 48—49
Reports, 214-217
Spin off, 265
Split off, 265
Split up, 265
Staffing budget, 120-121
Step costs
Reduction of, 59
Role in budgeting, 104
Stock company, 157
Stock
Registration, 280282
Split, 281

Stock exchange
American, 285287
Comparison, 291-292
NASDAQ, 287289
New York, 289-291
Trading on, 284-285
Strategy
Building, 23-37
Checklist, 332
Competitive environment, 19-21
Customer service, 83
Development of, 7-9
Explosive sales growth, 82-83
Information technology, 77-85
Internet, 34
Low cost, 29-32.34
Niche, 32-33
Outsourcing, 67-97
Overview of, 19-23
Pacing, 23
Prcauct differentiation, 26-29
Product improvement, 83
‘Tax, 65-76
Subject matter experts, 6
Substitute products, 20
Supplier
Avoidance of, 25
Capacity, 27
Consolidation, 212-123
Failure, 93
Spend reports, 216-217
Switching costs, 22
Synergy gains, 250-251

Tax
Accumulated earnings, 66
Deferrals, 65
Exempt income, 66
Strategy, 65-76
Technology strategy, 77-85
Temporary labor decisions, 60-61
Throughput in capital budgeting,
137-140
Times interest earned, 198
Trailing multiples, 248
Transfer pricing, 72-75
Triangular merger, 266
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Type A reorganization, 263

Type B reorganization, 263-264
Type C reorganization, 264—265
Type D reorganization, 265-266

Unemployment taxes, 60, 75
Underwriter, 277-279
Unilateral netting, 169
Union agreements, 60

Use tax, 71-72

Valuation method comparison, 257-258
Value pricing, 28
Value stream mapping, 225-226

Waste analysis, 226-227
Workforce reduction analysis, 217-222
Workers’ compensation insurance, 157
Working capital

Days, 182-183

Reduction of, 43
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