
INDEX

A
AARP, 200
Accelerated depreciation, 77, 79, 173
Account (basic recordkeeping unit), 18
Accounting determined number, 6
Accounting for Dummies, 215
Accounting fraud, 71, 172, 175, 177, 182, 183, 186, 189, 192, 197, 207, 

213; see also Financial reporting fraud
Accounting functions, 158
Accounting methods, 48, 54, 71, 79, 93, 139, 140, 171–180, 182, 183, 

188, 190, 202, 207, 213
Accounting profession, 9
Accounting standards, 9, 172, 174, 178, 182; see also Generally accepted 

accounting principles (GAAP)
Accounting system, 175, 183, 186, 210
Accounting Workbook for Dummies, 215
Accounts payable, 30, 55, 66, 85–87, 107, 120, 136
Accounts receivable turnover ratio, 47, 149
Accounts receivable, 28, 43–48, 106, 120, 121, 125, 126, 150, 173, 176, 

177, 201

Accrual-basis accounting, 7, 25, 34, 64, 110, 211
Accrued expenses payable, 30, 85–88, 107, 120, 136
Accrued liabilities for unpaid expenses, 85–88; see also Accrued 

expenses payable 
Accrued interest payable, 87, 88, 107
Accumulated defi cit, 98
Accumulated depreciation, 19, 76, 78, 106
Acid test ratio, 150
Adjusting entries, 176
Adverse audit opinion, 190
American Institute of Certifi ed Public Accountants (AICPA), 184, 

192, 212
Amortization expense, 19, 80, 120
Apple, 89, 203
Asset turnover ratio, 156
Asset write down, 120, 129
Assets (in general), 8, 12, 18, 19, 24, 25, 36, 38, 69, 70, 71, 76, 79, 93, 

106, 128, 129, 136, 145, 150–153, 172–174, 189, 210
Audit committee, 189, 191
Audit report, 138, 141, 186, 187, 188, 190, 196, 200
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218    Index

Audit (of fi nancial reports by CPA), 71, 138, 141, 172, 182–187, 191, 
192, 197, 211

Average cost method, 54
Average inventory holding period, 52, 53, 121

B
Bad debts expense, 48
Balance (dollar amount of an account), 18
Balance sheet, 12, 18–20, 21, 24, 25, 34, 36, 38, 43, 45, 52, 57, 63, 72, 76, 

85, 88, 91, 97–99, 105, 110, 113, 136, 152, 153, 155, 200, 205, 207, 
210, 213

Balance sheet account, 48
Basic earnings per share, 153
Berkshire Hathaway, 202, 205
Big Four (CPA fi rms), 137, 197
Board of Accountancy, 184
Book value of assets, 78, 79
Book value per share, 153, 155
Bottom line, 15, 16, 24, 31, 34, 51, 72, 93, 97, 99, 107, 110, 113, 120, 

129, 136, 145, 152, 160, 162, 164, 201
Breakeven point, 166
Buffett, Warren, 202, 205
Burn rate (of cash), 129

C
Capital expenditures, 4–8, 114, 115, 125, 147
Capital, external sources, 4, 114, 144, 186
Capital stock, 20, 34, 97–99, 113, 114, 128, 145, 147, 148, 151, 153, 154, 

155, 185

Capitalization structure, 148, 155
Cash fl ow from operating activities adjustments, 106–107, 121, 123, 

125, 126, 129
Cash balance, 114, 115, 147, 174, 177
Cash basis accounting, 25
Cash Flow for Dummies, 215
Cash fl ow from operating (profi t-making) activities, 4, 38, 103–110, 

113, 115, 117, 120–126, 129, 136, 147
Cash fl ow in decline, 119, 126–128
Cash fl ow in growth, 119, 123–125
Cash fl ow in steady-state, 121–122
Cash fl ow internal source, 114
Cash fl ow per share, 117, 147
Cash fl ow ratios (lack of), 147
Cash fl ow(s), 4–8, 12, 24, 32, 70, 103–110, 111–117, 122–126, 129, 130, 

136, 145, 147, 174, 205, 210
Cash fl ows, statement of, 12, 14, 21, 24, 34, 36, 38, 105–107, 110, 

113, 115–117, 120, 123, 125, 136, 147, 148, 174, 196, 200, 202, 
213, 214

Cash infl ows, 4, 107, 129, 147, 150, 176
Cash outfl ows, 4, 7, 24, 70, 107, 120
Caterpillar Inc., 139, 154
Certifi ed public accountant (CPA), 39, 71, 110, 137, 138, 141, 175, 

182–197, 200, 207, 211–214; see also Audit and Audit report
Chief fi nancial offi cer (CFO), 35, 141, 178, 184
Clean (unqualifi ed) audit report, 187, 188, 190
Common stock, 152, 153, 154, 194, 195
Comprehensive Guide to How to Read a Financial Report, 215
Condensed fi nancial reports, 200
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Index  219

Consistency of accounting methods, 179
Controller (chief accounting offi cer), 178, 183, 184, 188, 196
Cooking the books, 71, 175, 177, 183, 189, 213; see also Accounting 

fraud
Coopers & Lybrand, 216
Corporation, 91, 97, 99, 136, 185, 207
Cost accounting, 54
Cost center, 159
Cost of goods sold expense, 16, 29, 49–54, 63, 75, 81, 123, 126, 

162, 178
Creighton University, 215
Current assets, 18, 19, 38, 149, 150
Current liabilities, 19, 20, 38, 59, 149, 150
Current ratio, 149, 150 
Current replacement costs of assets, 79

D
Debt to equity ratio, 150–151
Deferred income tax liability, 93
Depreciation and depreciation expense, 15, 16, 19, 30, 32, 63, 

73–81, 106–107, 120, 122, 123, 126, 129, 162–164, 173, 178
Diluted earnings per share, 140, 154, 155
Direct costs and expenses, 75
Direct method (of reporting cash fl ow from operating activities), 

108
Disclaimer of audit opinion, 191
Disclosure (in fi nancial reports), 59, 66, 138, 141, 172, 174, 179, 182, 

183, 187, 188, 190, 197, 202, 214
Dividend yield, 156

Dividends, 91, 97, 99, 113–117, 123, 125, 136, 148, 152, 153, 199
Dow Jones Industrial Average, xiii

E
Earnings before interest and income tax (EBIT), 15, 151, 152, 164, 166
Earnings before interest, tax, depreciation, and amortization 

(EBITDA), 109
Earnings management, 71; see also Massaging the accounting numbers
Earnings per share (EPS), 16, 95–100, 117, 136, 149, 151, 153, 154, 155, 

183; see also Basic earnings per share and Diluted earnings per share
Earnings statement, 12; see Income statement 
Embezzlement, 182, 186
Enron, 192
Ernst and Young, 215
Expense accounting, 75
Expenses (in general), 4, 7, 12, 15, 16, 24, 25, 28–31, 34, 38, 57, 63–66, 

71, 75, 105, 121, 123, 126, 129, 136, 139, 151, 159, 160–162, 165, 
172–178, 180, 189, 197, 202, 203, 205, 210, 211

Expenses (discretionary), 176
Extraordinary gains and losses, 145, 147

F
Fairness (of fi nancial reports), 182
Fast Forward MBA in Finance, 215 
Federal Income Tax Code, 76, 77, 79, 91
Financial Accounting Standards Board (FASB), 108, 147
Financial condition, 6, 7, 8, 12, 34, 145, 213
Financial condition, statement of, 12, 34, 136, 210; see also Balance sheet
Financial expense, 87
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220    Index

Financial leverage gain (or loss), 153
Financial position, statement of, 12; see Balance sheet
Financial Reporting Framework for Small-and Medium-Sized Entities 

(FRF for SMEs), 212
Financial reporting fraud, 183, 189; see also Accounting fraud
Financial reports and reporting, 12, 21, 64, 66, 77, 93, 99, 100, 108, 110, 

130, 135, 137, 138, 142, 144, 145, 147, 148, 172, 174, 180, 182–187, 
190, 192, 196–203, 207, 210–214

Financial statement ratios, 130, 143–156, 198
Financial statements, 12, 21, 24, 38, 39, 59, 71, 79, 88, 93, 105, 110, 

117, 135–139, 142, 145, 147, 149, 156, 159, 172–180, 183, 185–207, 
210–214

Financial statements, connections between, 38, 39, 43, 57, 63, 136
Financing activities (type of cash fl ows), 38, 105, 111–117, 125, 

136, 147
Finished goods inventory, 52
First-in, fi rst-out (FIFO), 54, 139, 173
Fixed assets, 16, 19, 30, 63, 73–81, 107, 113, 115, 122, 123, 126, 147: see 

also Property, plant, and equipment 
Fixed costs and expenses, 126, 163–165
Footnotes (to fi nancial statements), 12, 48, 54, 59, 76, 81, 133–142, 145, 

174, 179, 183, 186–188, 190, 200
Front loaded depreciation, 77, 173

G
General Electric, 195
Generally accepted accounting principles (GAAP), 9, 185, 196, 

211, 212
Generally accepted auditing standards (GAAS), 185

Going-concern basis of accounting, 88, 190
Goodwill, 80, 129, 139
Gross margin (profi t), 15, 51, 54, 162

H
How to Manage Profi t and Cash Flow, 215

I
Income statement, 12, 14, 15–17, 18, 21, 24, 25, 34, 36, 38, 43, 45, 63, 

64, 72, 85, 91, 93, 100, 105, 110, 116, 123, 129, 136, 145, 148, 153, 
154, 160, 162, 175, 200, 203, 205, 210, 213, 214

Income statement account, 48
Income tax expense, 7, 15, 17, 31, 61, 90–93, 107, 151, 153, 164
Income tax payable, 90–93, 107, 120, 126
Indirect costs and expenses, 54
Indirect method (of reporting cash fl ow from operating activities), 108
Initial public offering (IPO), 145
Intangible assets, 19, 73–81, 113, 114, 120, 173, 176
Interest expense, 7, 15, 17, 31, 47, 63, 85, 87, 88, 151, 152
Interest rate, 47, 87, 140, 153
Internal controls, 183, 186, 192, 200
Internal Revenue Service (IRS), 93, 179, 187
International fi nancial reporting standards (IFRS), 144, 196
Internet securities markets, 144, 153
Inventory and inventory accounting methods, 7, 28, 49–59, 106, 120, 

123, 125, 126, 136, 150, 173, 201
Inventory shrinkage, 16, 64, 160
Inventory turnover ratio, 52, 149
Investing activities (type of cash fl ows), 38, 105, 106, 111–117, 125, 136
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Index  221

L
Land, 19, 30, 75, 77, 78, 120
Last-in, fi rst-out (LIFO), 54, 139, 173
Leverage (fi nancial), 151
Liabilities, 7, 12, 18, 20, 24, 25, 36, 38, 64, 69, 87, 97, 98, 106, 114, 128, 

129, 136, 145, 149, 150–153, 172, 173, 174, 189, 190, 205, 210
Liquidity, 8, 115, 130, 150, 176
Long-term operating assets, 19, 70, 75, 76, 80, 106–107, 113, 178, 201; 

see also Property, plant and equipment, and Fixed assets
Long-term liabilities, 19, 20

M
Management (managerial) accounting, 158–168
Management control, 159
Management discussion and analysis (MD&A), 202
Market cap (capitalization), 155
Marketing, promotional, and selling expenses, 16, 164
Massaging the (accounting) numbers, 71, 88, 171–180, 183, 189, 

202, 213
McDonalds, 126
Morgan, J.P, xiii

N
Nasdaq, 144–153, 183
Net cash fl ow, 6, 147
Net income, 15, 18, 24, 31, 34, 38, 51, 95–100, 105–110, 113, 120–123, 

125, 126, 136, 145, 147, 148, 151–154, 164, 174–176, 180, 183, 197, 
201, 203, 205, 207

Net loss, 129

Net worth, 31 
New York Stock Exchange, 144, 153, 183
New York Times, 155, 197, 202
Non-direct expenses, 75
Notes payable, 20, 87, 150

O
Operating activities, 24, 103, 105, 107, 147
Operating assets, 107, 114, 120, 121, 123, 126, 201, 207
Operating cycle, 19
Operating earnings, 15
Operating costs and expenses, 16, 61–72, 85–88, 106–107, 162–164, 

203; see also Selling, general, and administrative expenses
Operating liabilities, 106–107, 120, 121, 123, 125, 126, 136
Operating ratios, 123, 125, 126
Operations, statement of, 12; see Income statement 
Other assets, 8,19, 20, 32, 63
Other comprehensive income, 100
Owners’ equity, 19, 97, 99, 152, 205; see also Stockholders’ (owners’) 

equity 
Ownership interests, 12, 18, 

P
Par value (of capital stock shares), 20 (fn)
Preferred stock, 152–154
Prepaid expenses, 19, 29, 67–72, 106, 120, 150, 211
Price/earnings (P/E) ratio, 154–155
PricewaterhouseCoopers, 216
Primary capital market, 195
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222    Index

Private companies, 9, 137, 144, 153, 192, 196, 202, 210, 214
Private Company Council (PCC), 211
Product cost variation, 54,  
Profi t accounting, 21, 24–32, 64, 178, 202
Profi t and profi t analysis, 6–9, 12, 35, 103–110, 149, 157–168
Profi t & loss (P&L) statement, 12
Profi t center, 159
Profi t making activities, 45, 103–110, 114, 136, 164, 203
Profi t reports for managers, 160–168, 175
Property, plant, and equipment, 19, 30, 73–81, 106–107, 113, 120, 136; 

see also Fixed assets 
Public Company Accounting Oversight Board (PCAOB), 191, 192

Q
Qualifi ed audit opinion, 190
Quality of earnings, 180
Quick ratio, 150

R
Receivables, 7, 46, 48, 150; see also Accounts receivable
Repair and maintenance expense, 176
Report form (of balance sheet), 38, 
Restatements (of fi nancial statements), 172
Retained earnings, 20, 31, 34, 72, 95–100, 113, 136, 148, 151, 155
Return on assets (ROA), 152–153
Return on equity (ROE), 152
Return on investment (ROI), 152
Return on sales ratio, 151

Revenue, 24, 25, 28–31, 34, 36, 38, 51, 71, 139, 180, 202, 203, 210
Risk assessment procedures, 186

S
Sales credit period, 46, 47 
Sales price changes, 161, 164–168
Sales pricing, 48, 161, 162, 164
Sales revenue, 6, 7, 12, 15, 16, 35, 43–48, 51, 52, 75, 85, 105, 107, 121, 

123, 126, 129, 136, 151, 160, 162, 164, 166, 172–178, 189, 197, 
201–205, 207, 214

Sales revenue expenses, 162
Sales skimming, 214
Sales volume changes, 161–168
Sales volume expenses, 163–165
Sarbanes–Oxley Act, 185, 192
Secondary capital market, 195
Securities analysis, 142, 145, 153, 156
Securities and Exchange Commission (SEC), 137, 139, 144, 154, 191, 

192, 211
Segment reporting, 203
Selling, general, and administrative expenses, 15, 16, 29–30, 57, 61–72, 

85, 126, 162, 164
Shareholders, 110, 113, 114, 123, 135, 172, 187, 200; see also 

Stockholders
Single-step income statement, 15, 25, 45
Small Business Financial Management Kit for Dummies, 213, 215
Smoothing profi t, 175, 189
Solvency, 8, 115, 130, 149, 176
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Spontaneous liabilities, 86
Stock options, 140, 154, 199
Stockholders, 4, 12, 16, 18, 20, 31, 34, 38, 58, 66, 91, 97, 99, 113, 114, 

123, 125, 141–145, 148, 152, 153, 178, 183, 185
Stockholders’ (owners’) equity, 12, 18, 20, 34, 38, 99, 105, 113, 136, 148, 

151–155
Stockholders’ equity, statement of changes in, 147, 148
Straight-line depreciation, 77, 173
Supporting schedules (to fi nancial statements), 12, 148, 161

T
Tangible assets, 19, 113, 114
Taxable income, 91, 126
Times interest earned, 151, 154
TMK & Associates, 215

U
Unearned revenue, 28
University of California at Berkeley, 215
University of Colorado at Boulder, 215
University of Wisconsin at Madison, 215
Unpaid expenses, 7, 20, 64, 65, 69, 83–88; see also Liabilities
Unqualifi ed (clean) audit opinion, 187

W
Wall Street Journal, 155, 197
Wal-Mart, 126
Warranty and guarantee costs, 85, 173, 176
Window dressing, 174, 176
Work-in-process inventory, 52
Write down (write off) of assets, 19, 51, 54, 64, 80, 81, 106, 120, 129, 173
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