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Subject Index

A
ABC (activity-based costing), 19-18, 19-22, 

23-5–23-6
Absences, paid, 11-22
Accelerated-depreciation method, 10-13, 10-31
Account(s), 2-3, 2-25. see also specific types

adjusting, 3-1–3-67
bank accounts, 8-19–8-29
basic form, 2-3
chart of, 2-13–2-14, 2-25
contra asset, 3-13, 3-36
contra revenue, 5-13–5-14, 5-15, 5-34
control, 7-6, 7-23
credit balance, 2-3
debit balance, 2-3
nominal, 4-9, 4-28
normal balances, 2-5
numbering, 7-8
permanent, 4-9, 4-28
real, 4-9, 4-28
revenue, 11-5
tabular, 2-3
temporary, 4-9, 4-28
three-column form, 2-12, 2-26
unearned revenue, 11-4–11-5

Accountability
for assets, 8-6
individual, 20-9

Account holders, 8-20
Accounting, 1-3, 1-32

accrual-basis, 3-3–3-4, 3-36
across the organization, 1-12, 2-14, 3-16, 4-19, 

4-24, 6-4, 6-23, 7-8, 8-10, 9-14, 9-19, 10-7, 
10-23, 10-27, 11-7, 11-19, 12-5, 13-18, 
16-9, 17-5, 17-16, 24-4, 26-5

activities, 1-3–1-4
alternative methods, 18-7
for bond transactions, 15-8–15-13
and budgeting, 24-3
building blocks, 1-8–1-13
in business careers, 1-12
career opportunities, 1-12, 1-29–1-31
cash-basis, 3-4, 3-36
changes in principle, 18-6–18-7, 18-32
for common stock, 13-12–13-14
corporate, 1-31
cost, 16-18, 20-3–20-7, 20-24
for credit card sales, 9-13–9-14
for debt investments, 16-4
for dividends, 14-2–14-11
double-entry system, 2-4, 2-25
equity, 16-18
for equity securities, 16-14
external users, 1-6–1-7
financial, 1-6–1-7, 1-12, 1-32, 19-3–19-4
forensic, 1-30, 1-32
fundamental principles, 1-54
GAAP vs. IFRS, 1-54
governmental, 1-30
internal users, 1-5–1-6
for lease arrangements, 15-18
for long-term debt investments, 16-4
for long-term notes payable, 15-14–15-15, 

15-25

managerial, 1-5, 1-30, 1-32, 19-1–19-47
manual systems, 7-5, 7-24
mark-to-market, 16-11, 16-18
for merchandising operations, 5-1–5-58
for net income or net loss, 12-8–12-12
origins, 1-4
for partnership formation, 12-7
for payroll, 11-10–11-21
for preferred stock, 13-14
private, 1-30
public, 1-30, 1-33
for receivables, 9-1–9-45
responsibility, 25-14–25-24, 25-31
salary estimates, 1-31
for short-term debt investments, 16-4
standard cost, 26-23–26-25
for stock investments, 16-6–16-10
for stock issuances, 13-12–13-18
for stock splits, 14-2–14-11
for treasury stock, 13-15–13-18
users, 1-3–1-7, 1-12

Accounting cycle, 1-16–1-17, 4-1–4-60
avoidable steps, 4-16–4-18
for merchandising companies, 5-16–5-18
optional steps, 4-16
required steps, 4-17
summary, 4-16

Accounting entities, 12-3
Accounting equation, 1-13–1-16

basic, 1-13, 1-32
examples, 1-16
expanded, 1-15, 1-16, 1-32

Accounting information systems, 1-16, 
7-1–7-46

computerized, 1-17, 7-3–7-4, 7-8
definition, 1-32, 7-2, 7-23
GAAP vs. IFRS, 7-46
manual, 7-5
overview, 7-2–7-5
principles, 7-3

Accounting reports, 1-3–1-4. see also Financial 
statements; Reports

Accounting Standards Codification (“the 
Codification”) (FASB), 1-52, 1-53

Accounting transactions, 1-17–1-22
Account owners, 8-20
Accounts payable, 1-20, 1-21, 24-22

analysis, 17-23
fraudulent activities, 8-7
increase in, 17-12
payments of, 1-21
reconciling items, 17-31

Accounts payable (or creditors’) subsidiary 
ledger, 7-6, 7-23

Accounts receivable, 1-20, 17-11, 24-22
aging, 9-9, 9-25
analysis, 9-21–9-22, 17-22
in cash receipts journal, 7-14
definition, 9-25
disposal of, 9-12–9-14
doubtful, 9-7
fraud, 9-4
in notes to financial statements, 9-11
recognition, 9-2–9-4

reconciling, 17-30
sale to a factor, 9-13
uncollectible, 9-5–9-11
valuation, 9-5–9-12

Accounts receivable subsidiary ledger, 7-6, 
7-14, 7-23

Accounts receivable turnover, 9-21–9-22, 9-25, 
18-20–18-21, 18-32

Accrual(s), 3-36
adjusting entries for, 3-7, 3-17–3-25, 3-66
interest receivable, 9-18

Accrual-basis accounting, 3-3–3-4, 3-36
converting to cash basis from, 17-9, 

17-21–17-25
Accrued expenses, 3-7, 3-19–3-22, 3-36, 17-24
Accrued interest, 3-19–3-20
Accrued revenues, 3-7, 3-17–3-19, 3-23
Accrued salaries and wages, 3-20–3-22
Accumulated depreciation, 3-13, 17-31, 24-22
Accumulated other comprehensive loss, 18-5
Accumulated profit or loss, 13-38, 14-42
Accuracy, 5-22, 7-3, 8-18

in financial information, 9-19
in recording transactions, 2-24
in reporting revenue, 3-6

Activities
coordination of, 24-3
financing, 17-4–17-5, 17-14–17-15, 17-26, 

17-36
investing, 17-4, 17-5, 17-14–17-15, 17-26, 

17-36
operating, 17-3, 17-5, 17-9–17-13,  

17-21–17-25, 17-36
significant noncash, 17-4–17-5

Activity-based costing (ABC), 19-18, 19-22, 
23-5–23-6

Activity index, 22-3, 22-27
in flexible budgets, 25-9–25-10
relevant range, 22-5–22-6
standard, 26-7

Additional information
for ratio analysis, 18-19
for statement of cash flows, 17-7–17-9, 17-21, 

17-29
Additional paid-in capital, 13-19
Additions and improvements, 10-4, 10-6, 10-31
Adequate cash, 14-3
Adjusted balances, 4-5–4-6
Adjusted cash balances, 8-26
Adjusted financial statements, 3-25–3-29
Adjusted trial balance, 3-25–3-26, 3-36

illustration, 3-26
preparation, 3-26
preparation of balance sheet from, 3-28
preparation of income statement and owner’s 

equity statement from, 3-27
worksheet preparation, 5-26

Adjusting accounts, 3-1–3-67
Adjusting entries, 3-36

for accruals, 3-17–3-25, 3-66, 17-24
for alternative treatment of deferrals, 

3-29–3-32
to bank balance, 8-24
to book balance, 8-24
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Adjusting entries (continued)
for changes, 17-11–17-12
to convert net income to net cash, 17-13
to cost of goods sold, 20-23
for deferrals, 3-8–3-16
for depreciation, 17-10
GAAP vs. IFRS procedures, 3-66
in general journal, 3-23, 7-20
in general ledger, 3-24
illustrations, 3-23–3-24
for loss on disposal of plant assets, 17-10
for merchandising companies, 5-16–5-17
need for, 3-6–3-7
for prepaid expenses, 17-24
preparation from a worksheet, 4-8
prior period, 14-13–14-14, 14-22
rules of, 3-7
summary, 3-22–3-23
types of, 3-7, 3-23
worksheet columns, 5-25–5-26, 5-31

Administrative expense budget, 24-15–24-16, 
24-29

Advertising, 1-20
Affiliated (subsidiary) companies, 16-8–16-10, 

16-19
Aging schedules, 9-9–9-10
Aging the accounts receivable, 9-9, 9-25
Airline industry, 10-2, 19-11
Allowance method, 9-6–9-7, 9-25
Allowance method disclosure, 9-9
Allowances

cookie jar, 9-12
for doubtful accounts, 9-7, 9-9–9-12
estimation, 9-9–9-11
in notes to financial statements, 9-9
purchase, 5-9, 5-28, 5-34
sales, 5-13–5-14, 5-29, 5-34
for uncollectible accounts, 9-6–9-11

Alternative accounting methods, 18-7
Alternative treatment of deferrals, 3-29–3-32
Amortization, 10-22, 10-31

bond discount, 15-9–15-11, 15-19–15-21
bond premium, 15-11–15-12, 15-21
effective-interest, 15-22–15-24
straight-line, 15-19–15-21, 15-26

Analysis, 1-3–1-4
behavioral analytics, 19-21
break-even, 22-16–22-20
common-size, 18-12
cost behavior, 22-3–22-7, 22-27
cost-volume-profit (CVP), 22-11–22-15, 22-27
data analytics. see Data analytics
differential, 23-3
financial, 18-1–18-56
horizontal, 18-10–18-12, 18-32
incremental, 23-1–23-42
mixed costs, 22-8–22-11
ratio, 18-15–18-31, 18-33
regression, 22-23–22-26, 22-28
risk, 27-15
sensitivity (“what if”), 24-22–24-23
trend, 18-10
vertical, 18-12–18-14, 18-33

Annual cash flow, 27-11
equal, 27-7–27-8
unequal, 27-5, 27-8–27-9

Annual depreciation. see also Depreciation
revised, 10-16

Annual rate of return, 27-20–27-22

Annual rates, 9-16
Articles of co-partnership, 12-6
Articles of incorporation, 13-6
Artificial intelligence, 9-22
Assets, 1-13, 1-14, 1-32

accountability for, 8-6
in chart of accounts, 2-14
in classified balance sheet, 4-20, 5-23
contra asset accounts, 3-13, 3-36
current, 4-21, 4-28
debit/credit procedures, 2-4–2-5, 2-7
debt to assets ratio, 15-15–15-16, 15-25, 18-23, 

18-32
depreciable, 10-8
equation, 17-33
fixed, 3-11, 4-22, 10-3
intangible, 4-20, 4-22–4-23, 4-28,  

10-20–10-24, 10-31
investment in partnership, 12-19–12-21
issuing common stock for, 13-13–13-14
long-lived, 10-53
long-term, 10-1, 17-4
misappropriation, 8-18
natural resources, 10-20
noncash, 12-13, 13-13–13-14
noncurrent accounts, 17-14–17-15, 17-26
normal balances, 2-5
operating, 25-26–25-27
partnership, 12-22–12-24
pension plan, 11-23–11-24
personal, 12-22, 12-25
plant, 3-11, 4-22, 10-3–10-7, 10-31, 17-10
receivables as percentage of, 9-3
return on, 18-25–18-26, 18-33
useful life of, 3-11
valuation, 10-3

Assets invested, 12-7
Asset turnover, 10-26–10-27, 10-31,  

18-26–18-27, 18-32
Associate investments, 16-35
Associations of individuals, 12-3
Assumptions, 1-11–1-12
Auditing, 1-30, 1-32, 6-4
Auditors, internal, 8-8–8-9, 8-31
Audit trails, 7-4
Authorization process

corporate capital budgets, 27-3
not-for-profit organizations, 24-25

Authorized stock, 13-8, 13-21
Auto manufacturers, 15-7
Automation, robotic process, 8-28
Automobile industry, 26-20
Available-for-sale securities, 16-11–16-15, 

16-16, 18-5, 18-32
Average collection period, 9-21, 18-21, 18-32
Average-cost method, 6-8, 6-13–6-14, 6-30

comparative effects, 6-15
perpetual system, 6-26–6-27

Average investment, 27-20
Averages, industry, 18-10, 18-20
Awareness, management, 24-3

B
Background checks, 8-10
Bad debt expenses, 9-5, 9-10–9-11, 9-25
Bad loans, 9-19
Balanced scorecard, 19-19, 19-22, 26-20–26-22, 

26-28
Balance sheet(s), 1-24, 1-26, 1-32

accumulated other comprehensive loss in, 
18-5

budgeted, 24-21–24-23, 24-28
cash and cash equivalents in, 8-29–8-30
cash reports, 8-29–8-30
change in cash, 17-16, 17-27
classified, 4-19–4-26, 4-28, 5-23, 16-16–16-18
comparative, 17-6, 17-8, 17-20, 17-29, 18-11
comprehensive stockholders’ equity 

section, 14-15
condensed, 18-11–18-13
cost flow methods and, 6-16
current assets section, 4-21, 10-26
current liabilities section, 4-23–4-24, 11-7
depreciation presentation, 3-13
discount on bonds payable, 15-9–15-10
examples, 1-25, 9-7, 18-18–18-19
horizontal analysis of, 18-11
intangible assets section, 4-22–4-23, 10-26
inventory error effects, 6-19
investment in, 16-14–16-15
lease liabilities in, 15-18–15-19
liabilities in, 1-26
long-term investments in, 4-21, 16-15
long-term liabilities section, 4-24–4-25, 15-16
manufacturing, 19-12–19-13
merchandising, 19-13
natural resources in, 10-20
partnership, 12-11
premium on bonds payable, 15-11
preparation from adjusted trial balance, 3-28
preparation from worksheets, 4-7–4-8
preparation order, 1-27
property, plant, and equipment section, 4-22, 

10-26
receivables in, 9-20
short-term investments in, 16-15
stockholders’ equity section, 4-25, 13-11, 

13-16, 13-19, 16-16, 18-5
summary, 1-27
vertical analysis of, 18-12–18-14
worksheet columns, 5-26, 5-33

Bank accounts
control features, 8-19–8-29
customer transactions, 8-23
reconciling, 8-24–8-29

Bank balance, 8-24–8-25
Bank charge expenses, 8-27–8-28
Bank credits, 8-22
Bank customers, 8-20
Bank debits, 8-22
Bank deposits, 8-20
Bank errors, 8-25
Bank reconciliation, 8-20, 8-24–8-29, 8-31

entries from, 8-26–8-28
illustration, 8-26
procedure, 8-24–8-26
process, 8-25

Banks and banking
electronic banking, 8-21–8-22
investment firms, 13-9
mobile banking, 8-22
regional banks, 26-20

Bank statements, 8-22–8-24, 8-31
Behavioral analytics, 19-21
Behavioral principles, 25-17
Benford’s Law, 18-14
Best-efforts contracts, 13-9
Bezos, Jeff, 22-1–22-2, 23-18
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Big data, 1-5, 19-20
Big energy, 27-15
Board of directors, 13-4, 19-5, 19-22
Bond certificates, 15-4, 15-25
Bond discount amortization, 15-10, 

15-19–15-21
effective-interest, 15-22–15-24
formula, 15-20
straight-line, 15-19–15-21

Bond discount amortization schedule, 15-21, 
15-24

Bond indenture, 15-4, 15-25
Bonding, 8-9, 8-31
Bond interest, 16-4
Bond interest expense, 15-22
Bond interest paid, 15-22
Bond investments, 16-5
Bond premium, 15-11
Bond premium amortization, 15-12, 

15-19–15-21
effective-interest, 15-22–15-24
formula, 15-21
straight-line, 15-21

Bond premium amortization schedule, 15-21, 
15-24

Bond prices, 15-9
Bonds, 15-3, 15-25

accounting for transactions, 15-8–15-13
acquisition of, 16-4
advantages over common stock, 15-17–15-18
book value, 15-10
callable, 15-3, 15-25
carrying value, 15-10
cash payments, 15-6–15-7
characteristics, 15-3–15-7
convertible, 15-3, 15-25
debenture, 15-3, 15-25
discount on, 15-8–15-11, 15-25
effects on earnings per share, 15-17–15-18
face value, 15-4
GAAP vs. IFRS accounting for, 15-44
green, 15-13
issuing at discount, 15-9–15-11
issuing at face value, 15-8
issuing at premium, 15-11–15-12
issuing procedures, 15-4–15-5
market information, 15-5
market price determination, 15-6–15-7
mortgage, 15-3, 15-26
premium on, 15-8–15-9, 15-25
recording acquisition of, 16-4
recording sale of, 16-4
redeeming at maturity, 15-13
redeeming before maturity, 15-13, 15-25
sale of, 16-4
secured, 15-3, 15-26
sinking fund, 15-3, 15-26
types, 15-3
unsecured, 15-3, 15-7, 15-26
zero-interest, 15-6

Bonds payable
discount on, 15-9–15-11
increase in, 17-15, 17-26
premium on, 15-11–15-12
reconciling items, 17-31
unamortized discount on, 15-20

Bond trading, 15-5
Bonuses, 11-11, 11-25

to new partners, 12-21

to old partners, 12-20–12-21
to remaining partners, 12-23–12-24
to retiring partners, 12-23

Book balance, 8-24
Book errors, 8-26
Bookkeeping, 1-4, 1-32

closing the books, 4-9–4-16
Book value, 3-13, 3-36, 10-8

of assets invested, 12-7
bond, 15-10
declining, 10-12
vs. market price, 14-21

Book value per share, 14-20–14-21, 14-22
Borrowing, 15-10–15-11
Bottlenecks, 19-18
Bottom line, triple, 19-20, 19-23
Bottom-to-top approach, 24-5
Bowerman, Bill, 9-1–9-2
Break-even analysis, 22-16–22-20

contribution margin techniques, 22-17–22-18
mathematical equation, 22-16–22-17

Break-even point, 22-14, 22-16, 22-27
equations, 22-17–22-18
in sales dollars, 22-18
in sales units, 22-17–22-18

Budget(s), 24-3, 24-28
cash, 24-18–24-21, 24-27
departmentalized, 24-24
direct labor, 24-14–24-15, 24-24–24-25, 24-28
direct materials, 24-10–24-12, 24-28
financial, 24-7, 24-28
flexible, 25-7–25-12, 25-31, 26-26
manufacturing overhead, 24-15, 24-28
master, 24-7, 24-28
merchandise purchases, 24-23–24-24, 24-29
operating, 24-7, 24-29
production, 24-10, 24-29
sales, 24-8–24-10, 24-29
selling and administrative expense,  

24-15–24-16, 24-29
vs. standards, 26-4
static, 25-4, 25-7–25-8, 25-31

Budgetary control, 25-3–25-4, 25-30–25-31
Budgetary optimism, 24-9
Budgetary planning, 24-1–24-54
Budgetary slack, 24-6, 24-28
Budget committee, 24-5, 24-28
Budgeted balance sheet, 24-21–24-23, 24-28
Budgeted classified balance sheet, 24-22
Budgeted income statement, 24-16–24-17, 24-28
Budgeted multiple-step income statement, 

24-17
Budgeting

and accounting, 24-3
benefits of, 24-3–24-4, 24-28
bottom-to-top approach, 24-5
capital, 27-1, 27-3–27-4, 27-22
effective, 24-3–24-7
essentials, 24-4–24-7
and human behavior, 24-5–24-6
vs. long-range planning, 24-6–24-7
for nonmanufacturing companies, 

24-23–24-25
for not-for-profit organizations, 24-25
participative, 24-5–24-6, 24-29
process, 24-4–24-5
shortfalls, 24-25
total budgeted costs, 25-11
zero-based, 24-21, 25-18

Budget period, 24-4
Budget reports, 25-3

flexible, 25-7–25-9, 25-12–25-13, 25-30
static, 25-4–25-6, 25-8, 25-30

Budget variance, 25-4
Buffett, Warren, 14-11, 18-1–18-2
Buildings, 10-4–10-5, 24-22. see also Plant 

assets
depreciation, 17-31
increase, 17-14, 17-26
reconciling items, 17-30

Burden, 19-8
Business careers, 1-12
Business documents, 5-12
Business ethics, 19-19
Business organization, 13-6
Business transactions, 1-16–1-23
Buyback, stock, 13-15
Buyers: freight costs incurred by, 5-9

C
Calendar year, 3-3, 3-36
Callable bonds, 15-3, 15-25
Capacity, normal, 26-7, 26-28
Capital

after closing, 12-9
contributed, 13-20
corporate, 13-10–13-11
corporate ability to acquire, 13-4
cost of, 27-9, 27-22
earned, 13-20
owner’s, 2-5–2-7, 13-11
paid-in, 13-10, 13-19
partners’, 12-9–12-11
venture, 12-4
working, 4-24, 11-9, 11-25, 18-20

Capital accounts, 12-7
Capital balances, 12-9
Capital budgeting, 27-1, 27-22

annual rate of return method, 27-20–27-22
approaches to avoid rejecting projects that 

should be accepted, 27-12–27-13
authorization process, 27-3
big energy, 27-15
cash flow information for, 27-3–27-4
cash payback technique, 27-4–27-6, 27-22
challenges and refinements, 27-12–27-15
choosing discount rates, 27-9–27-10
discounted cash flow techniques, 27-6, 

27-18–27-19, 27-22
with equal annual cash flows, 27-7–27-8
helpful hint, 27-21
internal rate of return method, 27-17–27-18, 

27-22
net present value method, 27-6–27-11, 27-22
post-audit, 27-16, 27-22
typical cash flows, 27-4
with unequal annual cash flows, 27-8–27-9

Capital deficiency, 12-13, 12-15–12-18, 12-25
nonpayment, 12-17
payment, 12-16–12-17

Capital expenditures, 10-6, 10-31
Capital investments: planning for,  

27-1–27-42
Capitalization of development costs, 10-25
Capital stock, 13-19
Capital stock transactions, 13-17
Career opportunities, 1-12, 1-29–1-31
Carrying value, 3-13, 15-10
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Cash, 8-29, 8-31
adequate, 14-3
balance sheet presentation, 8-30
in budgeted balance sheet, 24-22
change in, 17-16, 17-31–17-32
excess, 16-3
GAAP vs. IFRS requirements, 8-53–8-54
issuing no-par common stock for, 13-13
issuing par value common stock for, 

13-12–13-13
net change in, 17-16, 17-27
petty cash funds, 8-16–8-19, 8-32
reporting, 8-29–8-30
restricted, 8-30, 8-32
for services performed, 2-18
services performed for, 1-20, 2-16
services performed for cash and credit, 1-20

Cash accounts
adjusted balance, 8-28
converting to, 17-9, 17-21–17-25
tabular summary and account form, 2-3

Cash and cash equivalents, 8-29–8-30
Cash balance

adjusted, 8-26
adjusted per bank, 8-28
adjusted per books, 8-28
bank reconciliation, 8-25
correct, 8-25, 8-26
true, 8-26

Cash-basis accounting, 3-4, 3-36
Cash budget, 24-18–24-21, 24-28
Cash burn rate, 17-16
Cash controls, 8-1–8-2, 8-12–8-19
Cash disbursements (cash budget), 24-18
Cash disbursements controls, 8-15–8-16
Cash disbursements journal, 7-18–7-20, 7-23
Cash dividends, 14-3–14-5, 14-21, 14-22

allocation to preferred and common stock, 
14-6–14-7

paid on common stock, 18-28–18-29
Cash equivalent price, 10-3, 10-31
Cash equivalents, 8-29–8-30, 8-31, 17-3
Cash flow analysis, 2-15
Cash flow information, 27-3–27-4
Cash flows, 17-2. see also Statement of 

cash flows
assumptions, 27-10
capital budgeting, 27-4
classification, 17-3–17-5
discounted, 27-6, 27-18–27-19, 27-22
equal, 27-7–27-8
even, 27-17
from financing activities, 17-4
free, 17-18–17-19, 17-36, 18-24, 18-32
from investing activities, 17-4
from operating activities, 17-4
statement of cash flows, 17-1–17-65
unequal, 27-5, 27-8–27-9

Cash investments, 1-18, 2-15
Cash management, 24-20
Cash over, 8-18
Cash payback, 27-4–27-6, 27-22
Cash payback period, 27-5
Cash payments, 17-21

bond, 15-6–15-7
computation, 17-23–17-25
for income taxes, 17-25
for interest, 17-25
journalizing transactions, 7-18–7-20

for operating expenses, 17-24
to suppliers, 17-22–17-23

Cash payments journal, 7-9, 7-18–7-20, 7-23
Cash payments schedule, 12-14, 12-25
Cash purchases, 1-18–1-19
Cash (net) realizable value, 9-6, 9-8, 9-25
Cash receipts, 17-21

on account, 1-21
computation, 17-22
counter, 8-13
from customers, 17-22
journalizing transactions, 7-14–7-15
mail, 8-14
over-the-counter, 8-13–8-14

Cash receipts controls, 8-12–8-15
Cash receipts journal, 7-12–7-15, 7-23

columns, 7-12
credit columns, 7-14
debit and credit column, 7-14
debit columns, 7-14
journalizing, 7-13
posting, 7-13, 7-15
proving equality, 7-15
uses, 7-9

Cash receipts section (cash budget), 24-18
Cash register documents, 5-12
Cash short, 8-18
Cash withdrawals, by owner, 1-22, 2-19
CEO (chief executive officer), 19-6, 19-22
Certified public accountant (CPA), 1-30
CFO (chief financial officer), 19-6, 19-22
Change in cost flow methods, 6-15–6-16
Changes in accounting principle, 

18-6–18-7, 18-32
Channel stuffing, 18-8
Charges

non-recurring, 18-4
restructuring, 18-4

Charters, 13-6, 13-21
Chart of accounts, 2-13–2-14, 2-25
Check deposits, 8-21
Check register, 8-15
Checks, 8-20–8-21

definition, 8-31
not sufficient funds (NSF), 8-23–8-24
outstanding, 8-25, 8-32
writing, 8-20–8-21

Chemicals industry, 26-20
Chief executive officer (CEO), 19-6, 19-22
Chief financial officer (CFO), 19-6, 19-22
China, 12-4
Chronological order, 2-13
Chrysler, Walter, 15-1
Classified balance sheet, 4-19–4-26, 4-28, 

5-23, 24-22
assets section, 5-23
definition, 4-19
examples, 4-20, 16-16–16-17
standard classifications, 4-20

Closely held corporations, 13-3
Closing entries, 4-9, 4-28

in general journal, 7-20
illustration, 4-11
for merchandising companies, 5-17, 

5-30–5-31
for partnerships, 12-8–12-9
posting, 4-11–4-12, 5-30–5-31
recording, 4-10
virtual, 4-13

Cloud computing, 7-4
Cloud services, 20-5
Codification Research System (CRS) (FASB), 

1-52, 1-53
Collaboration, 25-16
Collection periods, average, 9-21
Collections

from customers, 24-19
transactions, 7-7

Collusion, 8-11
Commercial substance in exchange, 10-28
Committee on Sponsoring Organizations 

(COSO), 8-4, 8-31
Common-size analysis, 18-12
Common stock, 13-6, 13-11, 13-20–13-21, 18-27

accounting for, 13-12–13-14
bond financing advantages over, 15-17
on budgeted balance sheet, 24-22
cash dividends paid on, 18-28
dividend allocations, 14-6–14-7
increase, 17-15, 17-26
issuance for services or noncash assets, 

13-13–13-14
no-par, 13-13
par value, 13-12–13-13
reconciling items, 17-31
return on common stockholders’ equity 

(ROE), 18-24–18-25
Common stock dividends distributable, 14-9
Common stock equity, 14-20
Common stockholders, 14-5
Common stockholders’ equity: return on, 

14-16, 14-22
Communication, 1-3–1-4, 8-4
Company errors, 8-25, 8-26
Comparability, 3-33, 3-36
Comparative balance sheets, 17-6, 17-8, 17-20, 

17-29, 18-11
Comparative rankings, 25-19–25-20
Comparisons

with industry averages, 18-10, 18-20
intercompany, 18-9, 18-14, 18-16, 18-20
intracompany, 18-9, 18-16, 18-20

Competition, 25-16
Completeness, 3-33
Component depreciation, 10-53
Compound entries, 2-10, 2-25
Comprehensive income, 18-4–18-6, 18-32
Computerized accounting information 

systems, 1-17, 2-8, 7-3–7-4, 7-8
account numbering, 7-8
choosing software packages, 7-4
common features and benefits, 7-4
entry-level software, 7-4

Computerized perpetual inventory systems, 
5-5–5-6

Computerized point-of-sale (POS) systems, 8-2
Computerized worksheets, 4-3
Computer systems, 26-20
Condensed balance sheets, 18-11–18-13
Condensed income statement, 6-15, 

18-12–18-14
examples, 18-19
inventory error effects, 6-18–6-19

Condensed statement of cash flows, 18-19
Confirmatory value, 3-33
Conservatism, 6-21
Consigned goods, 6-6, 6-30
Consistency, 3-33, 3-36
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Consistency concept, 6-16, 6-30
Consolidated companies, 16-9
Consolidated financial statements, 16-8–16-9
Constraints theory, 19-18, 19-23
Consulting, management, 1-30, 1-32
Consumer behavior, 4-23
Contingent liability, 11-6–11-7, 11-25

GAAP vs. IFRS, 11-43
reporting, 11-7–11-8

Contra asset accounts, 3-13, 3-36
Contracts

best-efforts, 13-9
written, 12-6

Contractual interest rate, 15-4, 15-8, 15-25
Contractual restrictions, 14-13
Contra revenue accounts, 5-13–5-14, 5-15, 5-34
Contribution margin (CM), 22-12, 22-27

in break-even analysis, 22-17–22-18
and target net income, 22-21
unit, 22-13–22-14, 22-17–22-18, 22-28

Contribution margin ratio, 22-14–22-15, 22-18, 
22-27

Control(s), 5-13, 6-6
bank account, 8-19–8-29
budgetary, 25-3–25-4, 25-30–25-31
cash, 8-1–8-2, 8-12–8-19
human resource, 8-9–8-10
internal, 8-1–8-2, 8-4–8-11, 8-31, 11-20–11-21
missing, 13-9, 18-15
physical, 8-7–8-8

Control accounts, 7-6, 7-23, 20-8
Control activities, 8-4
Control environment, 8-4
Controllability, 25-17
Controllable costs, 25-16, 25-22, 25-31
Controllable fixed costs, 25-22
Controllable margin, 25-22–25-23,  

25-26–25-27, 25-31
Controllable revenues, 25-22
Controllable variance, overhead, 26-25–26-26, 

26-29
Controller, 13-4, 19-6, 19-22
Controlling, 19-4
Controlling group, 16-9
Controlling interest, 16-8, 16-18
Conversion costs, 21-11, 21-22, 21-26

equivalent units for, 21-21–21-22
total, 21-16
unit, 21-16

Convertible bonds, 15-3, 15-25
Cookie Creations case, 2-44, 3-61–3-62, 4-49, 

6-51–6-52, 8-47, 9-40, 10-47, 11-39, 12-37, 
13-33, 14-36, 15-40, 16-31, 17-57, 18-52

for merchandising, 5-57
Cookie jar allowances, 9-12
Coordination of activities, 24-3
Copyrights, 10-23, 10-31
Corporate accounting

management salaries, 1-31
salary estimates, 1-31

Corporate capital, 13-10–13-11
Corporate income statements, 14-17–14-19
Corporate social responsibility (CSR), 13-8, 

19-20, 19-22, 26-17
Corporations, 1-12, 12-5, 13-1–13-39

ability to acquire capital, 13-4
advantages and disadvantages, 13-6
articles of incorporation, 13-6
best-efforts contracts, 13-9

board of directors, 13-4
characteristics, 13-3–13-6, 13-20
classification by ownership, 13-3
classification by purpose, 13-3
closely held, 13-3
continuous life, 13-4
definition, 1-32, 13-2, 13-21
dividends, 14-2–14-11
forming, 13-6
government regulations, 13-5
investments, 16-2–16-3
legal interpretation, 13-2
management, 13-4
organization costs, 13-6
owner’s equity accounts, 13-11
ownership rights, 13-4
privately held, 13-3, 13-21
publicly held, 13-3, 13-21
retained earnings, 14-3
separate legal existence, 13-3, 13-5
stockholder rights, 13-6–13-7
stock issue considerations, 13-8–13-10
taxes, 13-5
typical organization, 13-5

Correct cash balance, 8-26
Correcting entries, 4-16–4-18, 4-28, 7-20
Corruption, 8-18
COSO (Committee on Sponsoring 

Organizations), 8-4, 8-31
Cost(s), 10-3, 10-9

actual production, 26-9
assigning to finished goods, 20-17
average-cost method, 6-8, 6-13–6-14, 6-30
of borrowing, 15-10–15-11
capital, 27-9, 27-22
controllable, 25-16, 25-22, 25-31
controlling, 25-23
conversion, 21-11, 21-21–21-22, 21-26
depletion, 10-20–10-21
depreciable, 10-9, 10-31
direct labor, 24-14
direct materials purchases, 24-11
equipment, 10-5–10-6
factory labor, 20-6–20-7, 20-11–20-13, 21-8
fixed, 22-4–22-6, 22-10, 22-27
flow of, 5-4–5-6
freight, 5-8–5-9, 5-28, 6-5
historical, 10-3
inventoriable, 19-9
joint, 23-12, 23-20
land, 10-4
manufacturing, 19-8–19-11
manufacturing overhead, 20-6–20-7, 21-8
materials, 21-7–21-8
mixed, 22-7–22-10, 22-28
noncontrollable, 25-16, 25-31
opportunity, 23-4, 23-9, 23-20
organization, 13-6, 13-21
overhead, 20-6–20-7, 21-8
period, 19-9, 19-23
physical unit, 21-14–21-15, 21-20–21-21
plant assets, 10-3–10-6
product, 19-9, 19-23, 23-8
raw materials, 20-6, 20-8–20-10
recording, 3-7
relevant, 23-4–23-8, 23-16, 23-20
research and development (R&D),  

10-24–10-25, 10-31
standard, 26-1, 26-3–26-8, 26-29

sunk, 23-4, 23-20
total budgeted, 25-11
total conversion, 21-16
total materials, 21-15
total unit, 24-16
transfer to cost of goods sold, 21-9
transfer to finished goods, 21-9
transfer to next department, 21-8–21-9
underestimating, 20-16
variable, 22-3–22-4, 22-6, 22-10, 22-28
warranty, 11-7–11-8
weighted-average unit, 6-13, 6-30
work in process, 19-14, 19-23

Cost accounting, 20-3, 20-24, 26-23–26-24
Cost accounting systems, 20-3–20-7, 20-24

standard, 26-23–26-25, 26-29
types, 20-3

Cost behavior analysis, 22-3–22-7, 22-27
Cost centers, 25-19–25-22, 25-31
Cost constraints, 3-35, 3-36
Cost drivers, 21-8
Cost-effectiveness, 7-3
Cost flow methods

assumptions, 6-8–6-14
average-cost, 6-8, 6-13–6-14, 6-30
balance sheet effects, 6-16
changes in, 6-15–6-16
comparative effects, 6-15
consistent use, 6-16
financial statement effects, 6-14–6-16
first-in, first-out (FIFO), 6-9–6-11
income statement effects, 6-15–6-16
last-in, first-out (LIFO), 6-8, 6-11–6-12
in perpetual inventory systems, 6-24–6-27
tax effects, 6-16
use in major U.S. companies, 6-14

Costing
activity-based, 19-18, 19-22, 23-5–23-6
inventory, 6-7–6-17
job order, 20-1–20-48, 21-4–21-6
operations, 21-18, 21-26
process, 21-1–21-46

Costing systems, 21-18
Cost method, 13-15, 16-6, 16-18
Cost of goods available for sale, 6-9
Cost of goods manufactured, 19-14, 19-22
Cost of goods manufactured schedule, 19-13, 

19-15, 20-22
Cost of goods sold, 5-3, 5-34, 20-5–20-6, 21-9

adjustments, 20-23
assigning costs to, 20-17–20-18
basic formula, 5-27
in cash receipts journal, 7-14
computation from worksheet columns, 5-33
FIFO method, 6-9–6-10
formula, 6-9, 6-18
LIFO method, 6-12
for merchandising companies, 19-13
in multiple-step income statement, 5-22
in periodic inventory system, 5-5, 5-26–5-27

Cost of work in process, total, 19-14, 19-23
Cost principle, 1-10, 3-34
Cost reconciliation report, 21-23
Cost reconciliation schedule, 21-18, 21-26

preparation, 21-16–21-17, 21-22–21-23
Cost-to-retail ratio, 6-28
Cost-volume-profit (CVP) analysis,  

22-11–22-15, 22-27
basic components, 22-11–22-12
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Cost-volume-profit (CVP) analysis (continued)
break-even analysis, 22-16–22-20
contribution margin techniques,  

22-17–22-18, 22-21
and data analytics, 22-22
regression analysis, 22-23–22-26

Cost-volume-profit (CVP) graph, 22-19–22-21, 
22-27

Cost-volume-profit (CVP) income
comparative statements, 22-15
examples, 22-13–22-14
statement, 22-12–22-16, 22-27

Counter receipts, 8-13
Coupon rate, 15-4
Covid-19 pandemic, 6-4, 15-7
CPA (certified public accountant), 1-30
Credit(s), 2-3–2-7, 2-25

bank, 8-22
in cash receipts journal, 7-14
illustration, 2-15–2-20
purchase of supplies on, 2-17
receipt of cash on account, 1-21
to retained earnings, 14-14
services performed for cash and, 1-20

Credit balance, 2-3
Credit cards, 9-13

national, 9-13
retailer, 9-4

Credit card sales, 9-13–9-14
Crediting rating agencies, 18-18
Creditors, 1-6, 12-10

purchase of supplies on, 1-19
questions asked, 1-6, 1-7

Creditors’ (accounts payable) subsidiary ledger, 
7-6, 7-23

Credit purchases, 1-19
of advertising, 1-20
of merchandise, 7-16
of supplies, 1-19

Credit risk, 9-21, 16-5
Credit risk notes, 9-21
Credit sales, 5-15, 7-9–7-10
Credit terms, 5-10
Crime

cybercrime, 7-4, 7-22, 7-24
organized, 7-22

CSR (corporate social responsibility), 13-8, 
19-20, 19-22, 26-17

Cumulative dividends, 14-5–14-6, 14-22
Current asset accounts, 17-12
Current assets, 4-21, 4-28

balance sheet section, 4-21
in classified balance sheet, 4-20
illustrations, 4-21
noncash, 17-10–17-12
statement presentation, 10-26
types of, 4-21

Current Designs case, 19-41–19-42, 20-41, 
21-43, 22-44, 23-37–23-38, 24-47, 
25-50–25-51, 26-45, 27-34–27-35

Current income statement, 17-7
Current liabilities

accounting for, 11-1–11-43
analysis, 11-8–11-9
balance sheet section, 4-23–4-24, 11-7
changes, 17-12
in classified balance sheet, 4-20
definition, 4-28, 11-3
GAAP vs. IFRS requirements, 11-43, 15-44

illustration, 4-23–4-24
noncash, 17-10–17-12
reporting, 11-8
types, 11-3

Current maturities, 11-5
Current ratio, 11-8–11-9, 11-25, 18-17, 18-20, 

18-32
Customer collections, 24-19
Customer perspective, 26-20–26-21, 26-28
Customers, 1-7

bank account transactions, 8-23
cash receipts from, 17-22

Customers’ (accounts receivable) subsidiary 
ledger, 7-6, 7-23

Customization, 7-4
Cutoff rate, 27-10
Cybercrime, 7-4, 7-22, 7-24
Cybersecurity, 7-4, 7-22

D
Daily recording, 3-6–3-7
Data access, 7-4
Data analytics, 1-4–1-5, 18-18, 19-20–19-21, 

19-22
and credit sales, 5-15
CVP analysis and, 22-22
definition, 1-32, 19-20
insights, 1-5, 19-21, 20-5, 24-17, 25-13, 25-18, 

26-16, 27-21
and internal controls, 8-10–8-11
and receivables management, 9-22–9-23
visualization, 20-43–20-44

Database services, 18-18
Data visualizations, 19-21
Days in inventory, 6-22, 6-30, 18-22, 18-32
Death of a partner, 12-24
Debenture bonds, 15-3, 15-25
Debit(s), 2-3
Debit balance, 2-3, 9-11
Debits and credits, 2-3–2-7

bank, 8-22
in cash receipts journal, 7-14
illustration, 2-15–2-20
to retained earnings, 14-14

Debt, 15-7
bad debt expenses, 9-5, 9-10–9-11, 9-25
long-term, 11-5

Debt covenants, 15-4
Debt financing, 15-17–15-18
Debt investments, 16-2–16-5, 16-18

categories, 16-11–16-13
financial statement presentation, 

16-10–16-18
Debt masking, 15-17
Debt securities, 16-11–16-13
Debt to assets ratio, 15-16, 15-25, 18-23, 18-32
Debt to equity ratio, 18-23
Decentralization, 25-15, 25-31
Decision-making, 23-3

annual rate of return, 27-20–27-21
with big data, 1-5
to eliminate unprofitable segments or 

products, 23-16–23-19
incremental analysis approach, 23-3–23-4
internal rate of return (IRR), 27-18
make or buy, 23-8–23-10
management process, 23-3, 23-19
net present value (NPV), 27-7
qualitative factors, 23-5

to repair, retain, or replace equipment, 
23-14–23-16

to sell or process further, 23-11–23-14
steps in analyzing ethics cases and 

situations, 1-9
Declaration date, 14-4, 14-21, 14-22
Declared dividends, 14-3
Declining-balance depreciation method, 

10-12–10-14, 10-31
double-declining-balance method, 10-13
double-declining-balance schedule, 10-13
formula, 10-13
use in large U.S. companies, 10-10

Defaulted (dishonored) notes receivable, 
9-18–9-19, 9-25

Deferrals, 3-8, 3-36
adjusting entries for, 3-8–3-16, 3-29–3-32
alternative treatment of, 3-29–3-32

Deficits, 14-12, 14-22
Defined-benefit plans, 11-24
Defined-contribution plans, 11-24
Departmentalized budgets, 24-24
Departmental overhead costs report, 25-4
Depletion, 10-20–10-21, 10-31
Depletion cost per unit, 10-21
Depositors, 8-20
Deposits

bank, 8-20
check, 8-21
mobile banking with, 8-21
other, 8-26
in transit, 8-24–8-25, 8-31

Deposit slips, 8-20
Depreciable assets, 10-8
Depreciable cost, 10-9, 10-31
Depreciation, 3-11–3-13, 4-22, 10-7–10-17

accelerated-depreciation method, 
10-13, 10-31

accumulated, 3-13, 10-8, 17-31, 24-22
adjustment for, 3-12–3-13, 17-10
comparison of methods, 10-14
component, 10-53
computation, 10-8–10-9
as cost allocation, 10-7–10-8
declining-balance method, 10-9, 10-12–10-14, 

10-31
definition, 3-11, 3-36, 10-7, 10-31
disclosure in financial statements, 10-15, 

10-16
disclosure in notes, 10-15
double-declining-balance method, 10-13
double-declining-balance schedule, 10-13
factors in computing, 10-8–10-9
and income taxes, 10-15
methods, 10-9–10-15
methods used in large U.S. companies, 10-10
need for adjustment, 3-12–3-13
periodic, 10-15–10-16
purpose of, 3-13
reconciling, 17-31–17-32
reporting expenses, 10-8
revised, 10-16
in statement of cash flows, 17-9–17-10, 17-24
statement presentation, 3-13
straight-line method, 10-10–10-11, 10-31
straight-line schedule, 10-10
units-of-activity method, 10-11–10-12, 10-31
units-of-activity schedule, 10-12
units-of-production method, 10-11–10-12
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Development costs, 10-25. see also Research 
and development (R&D) costs

Differential analysis, 23-3
Direct fixed costs, 25-22, 25-31
Directing, 19-4
Direct labor, 19-8, 19-22, 25-10, 26-6–26-7
Direct labor budget, 24-14–24-15, 24-24–24-25, 

24-28
Direct labor cost, 24-14
Direct labor efficiency standard, 26-6
Direct labor hours, standard, 26-26
Direct labor price standard, 26-6, 26-28
Direct labor quantity standard, 26-6, 26-28
Direct labor rate standard, 26-6
Direct labor variances, 26-13–26-15
Direct materials, 19-8, 19-23, 26-5–26-6

costs, 24-11
payments for, 24-20
posting, 20-10
quantity standard, 26-5–26-6
units to be purchased, 24-11

Direct materials budget, 24-10–24-12, 24-28
Direct materials price standard, 26-5, 26-28
Direct materials quantity standard, 26-5–26-6
Direct materials variances, 26-8–26-13
Direct write-off method, 9-6, 9-25
Disability insurance, 11-19
Disclosure, 5-22

allowance method, 9-9
of change in cost flow methods, 6-16, 6-17
full, 3-35
inventory, 6-20

Discontinued operations, 18-3–18-4, 18-6, 
18-32

Discounted cash flow techniques, 27-6, 
27-18–27-19, 27-22

Discount periods, 5-10
Discount rates, 27-9–27-10, 27-22
Discounts, 15-8–15-9

amortization, 15-10
on bonds, 15-8–15-9, 15-25
on bonds payable, 15-9–15-11, 15-20
Korean, 1-10
purchase, 5-10, 5-28, 5-34
sales, 5-14–5-15, 5-29, 5-34
unamortized, 15-19–15-20

Dishonored (defaulted) notes, 9-18–9-19, 9-25
Disposal(s)

of accounts receivable, 9-12–9-14
of equipment, 3-22
of notes receivable, 9-17–9-19
of plant assets, 10-17–10-20, 10-28–10-30, 

17-10, 17-24
of significant components, 18-3
of treasury stock, 13-17–13-18

Dividends, 14-2, 14-22
accounting for, 14-2–14-11
allocation to preferred and common stock, 

14-6–14-7
in arrears, 14-5
cash, 14-3–14-5, 14-21, 14-22, 18-28–18-29
cumulative, 14-5–14-6, 14-22
declared, 14-3
forms, 14-3
key dates, 14-4
key factors for management to consider, 14-5
liquidating, 14-3, 14-22
paid on common stock, 18-28
preferences, 14-5–14-7

preferred, 14-6, 14-18
preferred stock, 18-28
recording, 16-7–16-8
stock, 14-3, 14-7–14-9, 14-21–14-22
total preferred, 14-6

Division of net income schedule, 12-10
Divisions, 25-15, 25-31
Documentation procedures, 8-7, 10-7
Dollar signs, 2-24
Dollars, sales, 22-18
Dollar-value LIFO, 6-9
Double-declining-balance depreciation 

method, 10-13
Double-declining-balance depreciation 

schedule, 10-13
Double-entry system, 2-4, 2-9, 2-25

debit/credit procedures, 2-3–2-7
journalizing, 2-9–2-10

Doubtful accounts, 9-7–9-12
Drawings, 1-15, 1-32

after closing, 12-9
owner’s, 2-5–2-6, 4-10
partners’, 12-9

Dual posting, 7-21
Duties: segregation of, 8-6, 8-9, 8-12, 9-4

E
Early warning systems, 24-3
Earned capital, 13-20
Earnings

employee earnings record, 11-14, 11-25
gross, 11-10–11-11, 11-25
from investment income, 16-3
price-earnings (P-E) ratio, 18-28, 18-32
quality of, 18-7–18-8, 18-33
retained. see Retained earnings
statement of earnings, 11-16, 11-25
times interest earned, 15-17, 15-25

Earnings per share (EPS), 14-22, 18-27–18-28, 
18-32

basic disclosure, 14-18
bond financing and, 15-17–15-18
formula, 14-18
stocks vs. bonds and, 15-17–15-18

Earnings reports, 1-8
Earnings statement, 1-24
Economic entities, 1-11, 3-34, 16-9
Economic entity assumption, 1-11–1-12, 1-32, 

3-34, 3-36
Edgar database (SEC), 18-18
EDP (electronic data processing) systems, 1-17
Effective-interest amortization, 15-22–15-24
Effective-interest rate, 15-22, 15-25
EFT. see Electronic funds transfer
Electric cars, 23-10
Electronic banking, 8-21–8-22
Electronic data processing (EDP) systems, 1-17
Electronic funds transfer (EFT), 8-15, 8-22, 

8-26, 8-31
collection, 8-27

Electronic signatures, 7-5
Emotional appeal, 4-23
Employee compensation. see also Payroll; 

Salaries; Wages
fringe benefits, 11-17, 11-22–11-24
postretirement benefits, 11-22–11-24
stock options, 13-9

Employee earnings record, 11-14–11-15, 11-25
Employee-owned companies, 14-2

Employees, 12-10
hiring of, 2-18, 11-21
human resource controls, 5-13, 8-9–8-10, 

11-19–11-20
occupational fraud, 8-18–8-19
receivables from, 9-3
risk for theft, 8-10
unsupervised, 8-10

Employee safety, 27-13
Employee’s Withholding Allowance Certificate 

(Form W-4), 11-12, 11-25
Employer payroll taxes, 11-17–11-19
Ending inventory, 6-27
Ending inventory at retail, 6-28
Energy, big, 27-15
Enterprise resource planning (ERP) systems, 

7-4, 19-18, 19-23
Entertainment industry, 16-1–16-2
Environmental performance statements, 1-28
Environmental, social, and governance

insights, 1-28, 3-22, 4-23, 5-15, 8-4, 10-27, 
13-8, 15-13, 18-29, 19-20, 21-10, 21-12, 
22-5, 26-17, 27-15

triple bottom line, 19-20
Environmental sustainability, 5-15
1/10 EOM (end of month), 5-10
EPS. see Earnings per share
Equal annual cash flows, 27-7–27-8
Equipment, 3-12–3-13, 10-5–10-6, 24-22. 

see also Plant assets
additional considerations, 23-15
analysis, 17-14, 17-26
in classified balance sheet, 4-20
cost, 10-5–10-6
depreciation, 17-31
disposal of, 3-22
increase, 17-14, 17-26
purchase for cash, 1-18–1-19
reconciling items, 17-30–17-31
repair, retain, or replace, 23-14–23-16

Equity
common stock, 14-20
debt to equity ratio, 18-23
preferred stock, 14-20–14-21
residual, 1-14
shareholders’, 13-10
stockholders’. see Stockholders’ equity
trading on, 18-25–18-26, 18-33

Equity financing, 15-17–15-18
Equity method, 16-7, 16-18
Equity securities, 16-14
Equivalent units of production, 21-10–21-13, 

21-26
computation, 21-12, 21-15, 21-21–21-22
for conversion costs, 21-21–21-22
equation, 21-10
FIFO method, 21-19–21-25
for materials, 21-21
weighted-average method, 21-11, 

21-24–21-25
weighted-average method refinements, 

21-11–21-13
ERP (enterprise resource planning) systems, 

7-4, 19-18, 19-23
Errors, 3-33

bank, 8-25
book, 8-26
company, 8-25, 8-26
ethics of, 2-23
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Errors (continued)
inventory, 6-18–6-19
of irregularities, 2-23
locating, 2-23
mathematical, 8-18
transposition, 2-23
trial balance, 2-23

ESG reporting, 1-27–1-28, 1-32
Estimated uncollectibles, 9-7
Ethics

in approving requisition slips, 20-9
in budgeting, 24-6
business, 19-19
definition, 1-8, 1-32
in determining equivalent units, 21-11
of economic entity assumption, 1-11–1-12
and employee safety, 27-13
of errors, 2-23
in financial disclosures, 5-22, 17-3
in financial reporting, 1-8–1-9
in financial statements, 2-12, 8-29, 17-3
insights, 1-9, 5-22, 6-6, 27-13
in inventory costing, 6-8
inventory fraud, 6-6
in setting fees, 19-17
with standards, 26-4
in statement of cash flows, 17-3
steps in analyzing cases and situations, 1-9
unethical practices, 1-8

European Union, 1-9
Excel

capital budgeting calculations, 27-19
Intercept function, 22-25
IRR function, 27-19
NPV function, 27-19
regression analysis, 22-25
Scatter function, 22-26
Slope function, 22-25
worksheets, 4-3

Exception guidelines, 25-17
Exception: management by, 25-16–25-17, 

25-31, 26-18
Exchange, plant asset, 10-17, 10-28–10-30
Expanded accounting equation, 1-15, 1-16, 

1-32
Expenditures

accrued, 17-24
bond interest, 15-22
capital, 10-6, 10-31
depreciation, 17-9–17-10, 17-24
operating, 17-24
plant asset, 10-3–10-7
prepaid, 17-11–17-12, 17-24, 17-30
revenue, 10-6, 10-31
selling and administrative, 24-15–24-16, 25-6

Expense recognition principle, 3-35, 3-36
Expense reports, 8-9
Expenses, 1-15, 1-32

accrued, 3-7, 3-19–3-22, 3-36
adjusting entries for, 3-7, 3-23, 3-32
bad debt, 9-5, 9-10–9-11, 9-25
bank charge, 8-27–8-28
in chart of accounts, 2-14
debit/credit procedures, 2-6
incurred, 1-20–1-21
normal balances, 2-7
operating, 5-20–5-21, 5-34
other expenses and losses, 5-21, 5-34
payment of, 1-20–1-21

payroll, 11-15–11-16
payroll tax, 11-17–11-20
prepaid, 3-8–3-13, 3-23, 3-30–3-31, 3-36
recognizing, 3-4–3-6
recording, 2-14
in single-step income statement, 5-22

External users, 1-6–1-7

F
Face value, 15-4, 15-8
Factors, 9-13, 9-25
Factory labor costs, 20-6–20-7, 20-11–20-13, 

21-8
Factory machinery costs, 10-6
Factory overhead, 19-8
Fair value, 16-10, 16-18

of assets invested, 12-7
of securities, 16-12, 16-14

Fair value adjustment, 16-14
Fair value principle, 1-11, 1-32, 3-34–3-35, 10-3
Faithful representation, 1-10, 1-32, 3-33, 3-36
Farming, hydroponic, 22-5
FASB. see Financial Accounting Standards 

Board
Fashion industry, 8-7, 8-9, 19-18
Favorable variances, 26-9
Federal Bureau of Investigation (FBI), 1-30
Federal Insurance Contribution Act (FICA), 

11-11
Federal Unemployment Tax Act (FUTA), 11-17
Federal unemployment taxes, 11-17–11-18, 

11-25
Fees, 11-10, 11-25
FICA (Federal Insurance Contribution Act), 

11-11
FICA taxes, 11-11–11-12, 11-17, 11-19, 11-25
FIFO (first-in, first-out) method, 6-9–6-11, 

21-19–21-25
Filing payroll taxes, 11-19–11-20
Financial accounting, 1-6–1-7, 1-12, 1-32

ethics in, 1-8–1-9
vs. managerial accounting, 19-3–19-4

Financial Accounting Standards Board (FASB), 
1-9, 1-32, 17-6–17-7

Accounting Standards Codification (“the 
Codification”), 1-52, 1-53

Codification Research System (CRS), 1-52, 
1-53

definition of comprehensive income, 18-4
requirements for cash equivalents, 8-30

Financial analysis, 18-1–18-56
common-size, 18-12
comparisons with industry averages, 18-10, 

18-20
credit rating, 18-18
data analytics, 18-18
GAAP vs. IFRS, 18-55–18-56
horizontal, 18-10–18-12, 18-32
intercompany comparisons, 18-9
intracompany comparisons, 18-9
ratio analysis, 18-15–18-31
vertical, 18-12–18-14, 18-33

Financial budgets, 24-7, 24-28
Financial crisis of 2008, 9-19, 15-17
Financial information, 9-19, 23-3
Financial markets, 1-54
Financial measures, 26-22
Financial performance, 4-23
Financial perspective, 26-20–26-21, 26-28

Financial pressure, 8-3
Financial ratio classifications, 18-16
Financial reporting, 3-32–3-35

assumptions, 3-34
information useful for, 3-33
key assumptions, 3-34
principles, 3-34–3-35

Financial statements, 1-23–1-28. see also 
individual statements

accuracy, 2-24
adjusted, 3-25–3-29
cash budget section, 24-19
common stock dividends distributable in, 

14-9
consolidated, 16-8–16-9, 16-18
cost flow methods and, 6-14–6-16
depreciation disclosure, 10-15, 10-16
ethics in, 2-12, 8-29
examples, 1-25, 1-26
fraudulent, 8-18–8-19
GAAP vs. IFRS requirements, 18-55–18-56
inventory errors effects, 6-18–6-19
manufacturing costs in, 19-12–19-16
notes, 9-9
order of preparation, 1-27
partnership, 12-11
preparation, 3-26–3-28
preparation from worksheets, 4-7–4-8
reporting investments, 16-10–16-18
restatements, 4-18
timeline of preparation, 3-3, 3-4
worksheets, 4-6
year-end, 3-3, 3-4

Financing
bond, 15-17
debt, 15-17–15-18
equity, 15-17–15-18

Financing activities, 17-4
cash flows, 17-4
definition, 17-36
direct method, 17-27
general guidelines for, 17-4
indirect method, 17-14–17-15
significant noncash activities, 17-4–17-5
in statement of cash flows, 17-15–17-16

Finished goods
assigning costs to, 20-17
transferring costs to, 21-9

Finished goods inventory, 6-3, 19-12,  
20-5–20-6, 24-22

First-in, first-out (FIFO) method, 6-9–6-11, 
6-30, 21-19–21-25

allocation of costs, 6-10
assumptions, 6-9
comparative effects, 6-15
perpetual system, 6-25
proof of cost of goods sold, 6-10
use in major U.S. companies, 6-14

First in still here (FISH) assumption, 6-12
Fiscal year, 3-3
FISH (first in still here) assumption, 6-12
Fixed assets, 3-11, 4-22, 10-3
Fixed costs, 22-4–22-5, 22-27

controllable, 25-24
direct, 25-22, 25-31
high-low method computation, 22-9
importance of identifying, 22-10
indirect, 25-22, 25-31
linear behavior, 22-6
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manufacturing, 25-6
nonlinear behavior, 22-6
ROI by decrease in, 25-26–25-27
total, 22-4, 22-6
unit, 22-4

Fixed ratio, 12-9–12-11
Fixed selling and administrative  

expenses, 25-6
Flexibility, 7-3
Flexible budget reports, 25-9, 25-12–25-13, 

25-30
Flexible budgets, 25-7–25-9, 25-31

case study, 25-10–25-12
development of, 25-9–25-10
graphic presentation of, 25-12
with standard direct labor hours, 26-26

Flowcharts, 8-13
Flow of costs, 5-4–5-6
FOB (free on board) destination, 5-8, 5-34, 6-5, 

6-30
FOB (free on board) shipping point, 5-8, 5-34, 

6-5, 6-30
Forecasts, 24-5, 24-29, 25-13
Forensic accounting, 1-30, 1-32
Form W-2 (Wage and Tax Statement), 11-20, 

11-25
Form W-4 (Employee’s Withholding Allowance 

Certificate), 11-12, 11-25
Franchises, 10-24, 10-31
Fraud, 1-8, 2-14

accounts payable, 8-7
accounts receivable, 9-4
contributing factors, 8-3
definition, 8-3, 8-31
examples, 8-3
expense reports, 8-9
in fashion, 8-7, 8-9
fictitious uses and sources of cash, 17-13
in financial statements, 8-18–8-19
GAAP vs. IFRS on, 8-53–8-54
in healthcare, 8-5, 8-8
in higher education, 8-6
in hospitality, 8-10
inventory, 6-4, 6-6, 6-18
in investment statements, 8-28
occupational, 8-18–8-19
Ponzi schemes, 8-28
in public education, 11-19–11-20
purchasing, 8-6
risk factors for, 8-11
sales, 8-6
statistical indicators of, 18-14–18-15
telecommunications, 10-6–10-7
theft of merchandise, 5-13

Fraud prevention, 8-1–8-2. see also Internal 
control(s)

anti-fraud software, 7-5
in payroll, 11-21

Fraud triangle, 8-3, 8-31
Free cash flow, 17-18–17-19, 17-36, 18-24, 

18-32
Free from error, 3-33
Free on board. see FOB
Freight costs, 5-8–5-9, 5-28, 6-5
Freight terms, 5-8
Fringe benefits, 11-17, 11-22–11-24
Full disclosure principle, 3-35, 17-5
FUTA (Federal Unemployment Tax Act), 11-17
Future service, 2-16

G
GAAP. see Generally accepted accounting 

principles
Gain

on disposal of plant asset, 10-18,  
10-29–10-30

on realization, 12-12
realized, 16-16–16-18
on sale of plant assets, 10-18
unrealized, 16-16–16-18

Gamification, 25-27
Gaming, budgetary, 24-6
General journal, 2-8, 2-26

adjusting entries in, 3-23, 7-20
closing entries in, 4-10, 7-20
correcting entries in, 7-20
illustration, 2-20–2-21
journalizing, 7-21
posting, 7-21
special journal effects, 7-20–7-21
transactions recorded, 7-20
uses, 7-9

General ledger, 2-11, 2-26
adjusted entries in, 3-24
after write-off, 9-8
computerized, 7-3
credits, 7-14
illustration, 2-21
proving, 7-12, 7-15, 7-20
and subsidiary ledgers, 7-6–7-7
temporary accounts, 4-14–4-15
vs. trial balance, 2-22

Generally accepted accounting principles 
(GAAP), 1-9–1-10, 1-32

for adjusting entries, 3-66
for cash, 8-53–8-54
for closing, 4-58–4-59
for current liabilities, 11-43
for dividends, 14-41–14-42
for financial analysis, 18-55–18-56
for fraud, internal control, and cash, 

8-53–8-54
fundamentals, 1-54
income statements, 22-13
for information systems, 7-46
for internal controls, 8-53–8-54
for investments, 16-35–16-36
key similarities and differences between 

GAAP and IFRS, 1-54, 2-48, 3-66,  
4-58–4-59, 5-57–5-58, 6-58, 7-46,  
8-53–8-54, 9-44–9-45, 10-53, 11-43, 13-38,  
14-41–14-42, 16-35–16-36, 17-63, 
18-55–18-56

for long-lived assets, 10-53
for long-term liabilities, 15-43–15-44
measurement principles, 3-34–3-35
for payroll, 11-43
for receivables, 9-44–9-45
for recognizing revenues and expenses, 3-6
for recording, 2-48
for statement of cash flows, 17-61–17-63
for stockholders’ equity, 13-38
variations in application, 18-7

General management, 1-12
General partners, 12-4, 12-25
Gift cards, 3-16
Going concern assumption, 3-34, 3-36, 10-8, 

10-31
Goldilocks solution, 4-24

Goods
consigned, 6-6, 6-30
ownership of, 6-5–6-6

Goods, finished, 6-3
assigning costs to, 20-17
inventory, 24-22
transfer to, 21-9

Goods available for sale, 6-9, 6-10
Goods in transit, 6-5
Goods sold: cost of, 5-3, 5-26–5-27, 6-9, 6-10, 

6-12, 19-13, 20-5–20-6
assignment, 20-17–20-18
transfer to, 21-9

Goodwill, 4-23, 10-24, 10-31
Google Glass, 10-23
Governmental accounting, 1-30
Government budgets, 24-9
Government regulations, 13-5
Graphic presentation

cost-volume-profit (CVP) graph, 22-19–22-21, 
22-27

of flexible budget data, 25-12
scatter plots, 22-9, 22-23–22-24, 22-26

Green bonds, 15-13
Green marketing, 5-15
Gross earnings, 11-10–11-11, 11-25
Gross margin, 5-20
Gross profit, 5-3, 5-20, 5-34
Gross profit method, 6-27–6-28, 6-30
Gross profit rate, 5-20, 5-34, 6-27, 18-27, 18-32

H
Hackers, 7-22
Hacktivists, 7-22
Healthcare companies, 8-5, 8-8
Health insurance, 8-5

payroll deductions, 11-19
postretirement benefits, 11-22–11-23

Health insurance companies, 11-7
Held-to-maturity securities, 16-11, 16-18
Higher education, 8-6
High-low method, 22-8–22-10, 22-26–22-27
Hiring of employees, 2-18
Historical cost principle, 1-10, 1-32, 3-34, 3-36, 

10-3, 13-13
Honored notes, 9-17–9-18
Horizontal analysis, 18-10–18-12, 18-32
Hospitality, 1-12, 8-10
Hub-and-spoke approach, 10-2
Human behavior, 24-5–24-6
Humanitarian benefits, 27-13
Human resources, 1-5, 1-6

controls, 5-13, 8-9–8-10, 11-19–11-20
role of, 8-10

Hurdle rate, 27-10
Hydroponic farming, 22-5

I
Iacocca, Lee, 15-2
IASB (International Accounting Standards 

Board), 1-9, 1-32
Ideal standards, 26-4, 26-28
Identification, 1-3–1-4
IFRS. see International Financial Reporting 

Standards
IMA (Institute of Management Accountants), 

19-46, 20-47
IMA Statement of Ethical Professional Practice, 

19-19
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Impairments, 10-16–10-17, 10-31
Imprest system, 8-16
Improvements, 10-31
Incentives, 19-19, 26-22
Income

comprehensive, 18-4–18-6, 18-32
investment, 16-3
measurement process, for merchandising 

companies, 5-3
in multiple-step income statement, 5-22
net, 1-24, 3-1, 12-8–12-12, 17-3
from operations, 5-20–5-21, 5-34
pro forma, 18-7–18-8, 18-32
residual, 25-28–25-29, 25-31
sustainable, 18-3–18-7, 18-33
target net income, 22-20–22-21, 22-28

Income and loss ratio, 12-8
Income deficiency, 12-10–12-11
Income (margin) measure, 25-26
Income ratio(s), 12-8–12-10, 12-25

based on capital balances, 12-9
fixed, 12-9–12-11

Income statements, 1-23, 1-24, 17-4
alternative terminology, 1-24
budgetary control report, 25-4
budgeted, 24-16–24-17, 24-28
condensed, 6-15, 6-18–6-19, 18-12–18-14, 18-19
corporate, 14-17–14-19
cost flow methods and, 6-15–6-16
cost-volume-profit (CVP), 22-12–22-16, 22-27
current income statement, 17-7
definition, 1-32
discontinued operations in, 18-3–18-4, 18-6
earnings per share, 14-18
examples, 1-25, 17-8, 17-20, 17-29, 18-6, 18-19
GAAP vs. IFRS requirements, 18-55–18-56
horizontal analysis of, 18-12
income tax expenses, 14-17
inventory error effects, 6-18–6-19
lease liabilities, 15-18–15-19
manufacturing, 19-13–19-14
merchandising, 19-14
multiple-step, 5-19–5-22, 5-34
non-recurring charges, 18-4
preparation from adjusted trial balance, 3-27
preparation from a worksheet, 4-7–-4-8
preparation order, 1-27
presentation of sales, 5-20
single-step, 5-22–5-23, 5-34
vs. statement of comprehensive income, 18-6
summary, 1-27
variances in, 26-19
vertical analysis of, 18-13
worksheet columns, 5-26, 5-31

Income summary, 4-10, 4-28
Income taxes, 11-12–11-13

cash payments for, 17-25
depreciation and, 10-15
Employee’s Withholding Allowance 

Certificate (Form W-4), 11-12
filing and remitting, 11-19–11-20
income statement with, 14-17
withholding table, 11-13

Income taxes payable, 17-12, 17-25, 17-31
Incorporation: articles of, 13-6
Incremental analysis, 23-1–23-42

and activity-based costing, 23-4
additional considerations, 23-7, 23-9, 

23-14–23-15, 23-18

basic approach, 23-4–23-5
decision-making approach, 23-3–23-4
definition, 23-3, 23-20
to eliminate unprofitable segments or 

products, 23-16–23-19
to make or buy, 23-8–23-10
multiple-product case, 23-12–23-14
with opportunity costs, 23-9
qualitative factors, 23-5
to repair, retain, or replace equipment, 

23-14–23-16
to sell or process further, 23-11–23-14
single-product case, 23-11
of special orders, 23-5–23-8
types of, 23-6

Incurred expenses, 1-20–1-21
Independent internal verification, 8-8–8-9

of bank reconciliation, 9-4
of cash uses and sources, 17-13
and inventory fraud, 6-6
of net income, 10-7
of payroll expenses, 11-20
and statistical indicators of fraud, 18-15
and stock options, 13-9

Indirect fixed costs, 25-22, 25-31
Indirect labor, 19-8, 19-23
Indirect materials, 19-8, 19-23
Industry averages, 18-10, 18-16, 18-20
Industry reputational characteristics, 4-23
Information

financial, 23-3
internal control, 8-4
nonfinancial, 23-3
qualities of, 3-33
sustainability, 8-4
useful, 3-33

Information systems, 7-1–7-46
Information technology, 1-54
Insider hackers, 7-22
Installment payments, 15-14–15-15
Institute of Management Accountants (IMA), 

19-19, 19-46, 20-43
Insurance, 3-10–3-11

payment of, 2-17
prepaid, 17-11

Intangible assets, 4-22–4-23, 10-20–10-24
accounting for, 10-22
balance sheet section, 4-22–4-23
in classified balance sheet, 4-20
definition, 4-28, 10-21, 10-31
illustration, 4-22–4-23
sources, 10-21–10-22
statement presentation, 10-26
types, 10-22–10-24

Intangible benefits, 27-12–27-13
Intended use, 10-4
Intention to convert, 16-15
Intercept function (Excel), 22-25
Intercompany comparisons, 18-9, 18-14, 18-16, 

18-20
Interest

accrued, 3-19–3-20
admission by purchase of, 12-18–12-19, 12-25
bond, 15-22, 16-4
cash payments for, 17-25
computation, 9-16–9-17
computing, 3-20
controlling, 16-8, 16-18
formula for computing, 3-20, 9-16, 11-3

on partners’ capital, 12-10
in partnerships, 12-10–12-11
times interest earned, 15-17, 15-25,  

18-23–18-24, 18-33
Interest coverage, 18-23–18-24
Interest earned, 9-18
Interest rates, 9-16

and bond prices, 15-9
contractual, 15-4, 15-8, 15-25
discount, 27-9–27-10, 27-22
market, 15-6, 15-8–15-9, 15-26

Interest receivable, 9-18
Interim periods, 3-3, 3-36
Internal auditors, 8-8–8-9, 8-31
Internal control(s), 7-4, 8-1–8-2, 8-4–8-11, 8-31

data analytics and, 8-10–8-11
definition, 8-4, 8-31
documentation procedures, 8-7
electronic banking, 8-21–8-22
GAAP vs. IFRS requirements, 8-53–8-54
human resource, 8-9–8-10
limitations, 8-11
mobile banking, 8-22
for payroll, 11-20–11-21
physical, 8-7–8-8
primary components, 8-4
principles of, 8-5–8-10
responsibility for, 8-5
by segregation of duties, 8-6, 8-7, 8-9, 8-12
for sustainability reporting, 8-4

Internal process perspective, 26-21, 26-28
Internal rate of return (IRR), 27-17–27-18, 

27-22
Internal reports, 1-5
Internal Revenue Service (IRS), 1-30, 10-15

Employee’s Withholding Allowance 
Certificate (Form W-4), 11-12, 11-25

Wage and Tax Statement (Form W-2), 11-20, 
11-25

Internal users, 1-5–1-6
Internal verification. see Independent internal 

verification
International accounting standards, 1-54
International Accounting Standards Board 

(IASB), 1-9, 1-32
International Financial Reporting Standards 

(IFRS), 1-9, 1-32
accounting fundamentals, 1-54
for adjusting entries, 3-66
for asset valuation, 10-3
for cash, 8-53–8-54
for closing, 4-58–4-59
for current liabilities, 11-43
for dividends, 14-41–14-42
for financial analysis, 18-55–18-56
for fraud, internal control, and cash, 

8-53–8-54
for information systems, 7-46
for internal controls, 8-53–8-54
for investments, 16-35–16-36
key similarities and differences between GAAP 

and IFRS, 1-54, 2-48, 3-66, 4-58–4-59, 
5-57–5-58, 6-58, 7-46, 8-53–8-54, 9-44–9-45, 
10-53, 11-43, 13-38, 14-41–14-42,  
16-35–16-36, 17-63, 18-55–18-56

for long-lived assets, 10-53
for long-term liabilities, 15-43–15-44
for merchandising, 5-57
for payroll, 11-43
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for receivables, 9-44–9-45
for recording, 2-48
for research and development (R&D) costs, 

10-25
for statement of cash flows, 17-61–17-62, 

17-63
for stockholders’ equity, 13-38

International insights, 6-17
International standards, 1-9–1-10
Interpretation, 1-3–1-4
Intracompany comparisons, 18-9, 18-16, 18-20
Inventoriable costs, 19-9
Inventoriable units and costs, 6-24
Inventory(-ies), 5-4, 5-34, 6-1–6-58

analysis, 6-21–6-22, 17-23
average-cost method, 6-8, 6-13–6-14,  

6-26–6-27, 6-30
in cash receipts journal, 7-14
classification, 6-2–6-4
on classified balance sheet, 5-23
composition, 6-3
computerized, 5-5–5-6
cost flow methods, 6-7–6-17, 6-24–6-27
days in, 6-22, 6-30, 18-22, 18-32
determination, 6-2, 6-4–6-6
disclosure, 6-20
ending, 6-27
errors, 6-18–6-19
estimation methods, 6-27–6-29
falsifying, 6-6
finished goods, 6-3, 20-5–20-6, 24-22
first-in, first-out (FIFO), 6-8, 6-9–6-11, 6-30
fraud, 6-4, 6-6, 6-18
gross profit method, 6-27–6-28, 6-30
increase in, 17-11
individual accountability over, 20-9
just-in-time (JIT), 6-3–6-4, 6-30, 19-17, 19-23
key similarities and differences between 

GAAP and IFRS, 6-58
last-in, first-out (LIFO), 6-8, 6-11–6-12, 6-30
merchandise, 6-3
merchandising, 5-3–5-6
moving-average method, 6-26–6-27, 6-30
periodic, 5-5, 5-26–5-33
perpetual, 5-5–5-6, 6-24–6-27
physical, 6-4
presentation, 6-20
raw materials, 20-5–20-6, 24-22
reconciling items, 17-30
retail method, 6-28–6-29, 6-30
specific identification method, 6-8, 6-30
turnover, 6-22, 6-30
valuation, 6-20–6-21
work in process, 6-3, 6-30, 19-12, 19-14, 

19-23, 20-5–20-6, 20-8
worksheet procedures, 5-32

Inventory accounts, 19-12
Inventory turnover, 18-21–18-22, 18-32
Investing activities, 17-4, 17-36

cash flows, 17-4
direct method, 17-26
general guidelines for, 17-4
indirect method, 17-13–17-14
significant noncash activities, 17-4–17-5
in statement of cash flows, 17-15–17-16

Investment banking firms, 13-8–13-9
Investment centers, 25-21, 25-24–25-27, 25-31
Investment income, 16-3
Investment portfolio, 16-6, 16-18

Investments, 4-21, 16-1–16-36
admission by, 12-19–12-21, 12-25
associate, 16-35
average, 27-20
balance sheet presentation, 16-14–16-15
big energy, 27-15
bond, 16-5
capital, 27-1–27-42
cash, 1-18, 2-15
in classified balance sheet, 4-20
corporate, 16-2–16-3
debt, 16-2–16-5, 16-18
GAAP vs. IFRS requirements, 16-35–16-36
initial, 1-18
long-term. see Long-term investments
nonoperating items related to, 16-16
by owner, 1-15, 1-32, 2-15
planning for, 27-1–27-42
post-audit projects, 27-16
readily marketable, 16-15
reasons for, 16-2–16-3, 16-18
reporting in financial statements, 

16-10–16-18
short-term, 16-15, 16-19
stock, 16-6–16-10, 16-19
strategic reasons for, 16-3
temporary, 16-3

Investment statements, 8-28
Investor bulletin boards, 4-23
Investors, 1-6

fraudulent, 8-28
insights, 2-6, 2-24, 4-23, 5-6, 8-28, 13-14, 14-5, 

14-11, 15-17, 18-4, 18-7, 18-17–18-18
questions asked, 1-6, 1-7
restructuring charges, 18-4
revenues and expenses, 2-6

Invoices, 8-6
prenumbered, 8-7
purchase, 5-7, 5-34
sales, 5-7, 5-12, 5-34

IRR (internal rate of return), 27-17–27-18, 
27-22

Irregularities, 2-23
IRR function (Excel), 27-19

J
JIT (just-in-time) inventory, 6-3–6-4, 6-30, 

19-17, 19-23
Job cost sheets, 20-8–20-10

completed, 20-17
definition, 20-25
direct labor in, 20-12
direct materials in, 20-10
manufacturing overhead applied, 20-15
proof of agreement with work in process 

inventory, 20-16
Job order costing, 20-1–20-48

accumulating manufacturing costs, 20-6–20-7
advantages and disadvantages of, 20-21
assigning costs to cost of goods sold, 

20-17–20-18
assigning costs to finished goods, 20-17
assigning manufacturing costs, 20-8–20-13
cost flows, 20-5–20-6, 20-18–20-19, 21-5
document flows, 20-19
for jobs completed and sold, 20-16–20-22
with predetermined overhead rates,  

20-13–20-16, 20-18–20-19
for service companies, 20-19–20-20

Job order cost systems, 20-4–20-5, 20-25
vs. process cost systems, 21-4–21-6
standard cost accounting, 26-23–26-24

Joint costs, 23-12, 23-20
Joint production process, 23-12
Joint products, 23-12, 23-20
Journal(s), 2-8–2-10

adjusting entries in, 3-23
cash payments (cash disbursements),  

7-18–7-20, 7-23
cash receipts, 7-12–7-15, 7-23
definition, 2-8, 2-26
general. see General journal
purchases, 7-16–7-18, 7-24
sales, 7-9–7-12, 7-24
special journals, 7-9–7-23
uses, 7-9

Journal entries, 17-10, 26-23–26-24
compound, 2-10, 2-26
general, 2-20–2-21
illustration, 2-15–2-20
manufacturing costs, 21-7–21-9
posting, 2-12–2-13
simple, 2-10, 2-26

Journalizing, 2-9–2-10, 7-21
cash payments transactions, 7-18–7-20
cash receipts transactions, 7-14–7-15
closing entries, 4-10–4-11
credit purchases of merchandise, 7-16
credit sales, 7-9–7-10
definition, 2-26
general journal, 7-21
for merchandising companies, 5-30–5-31
sales journal, 7-9–7-10
summary illustration, 2-20–2-21
technique, 2-9

Just-in-time (JIT) inventory, 6-3–6-4, 6-30, 
19-17, 19-23

K
Korean discount, 1-10

L
Labor

direct, 19-8, 19-22, 26-6–26-7
indirect, 19-8, 19-23
standard hours allowed, 26-29

Labor costs
direct, 24-14
factory, 20-6–20-7, 20-11–20-13, 21-8
variable, 25-10

Labor hours, 26-26
Labor price variance (LPV), 26-14–26-15,  

26-28
Labor quantity variance (LQV), 26-14–26-15, 

26-28
Labor reports, 25-4
Labor unions, 1-7
Labor variances, 26-13–26-15
Land, 10-4

increase in, 17-14, 17-26
intended use, 10-4
reconciling items, 17-30

Land costs, 10-4
Land improvements, 10-4
Last-in, first-out (LIFO) method, 6-8, 6-11–6-12

allocation of costs, 6-11–6-12
arguments for and against, 6-17
assumptions, 6-11
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Last-in, first-out (LIFO) method (continued)
comparative effects, 6-15
cost of goods sold, 6-11–6-12
definition, 6-30
perpetual system, 6-25–6-26
use in major U.S. companies, 6-14

Lean manufacturing, 19-17
Learning and growth perspective,  

26-21, 26-28
Lease arrangements, 10-7, 15-18–15-19, 15-44
Lease liabilities, 15-18–15-19
Ledger(s), 2-11–2-12, 2-26

adjusted entries in, 3-24
general. see General ledger
illustration, 2-15–2-21
posting to, 2-12–2-13
proving, 7-12, 7-15, 7-20
standard cost accounting, 26-24–26-25
subsidiary. see Subsidiary ledgers
three-column form, 2-12

Legal entities, 12-3, 16-9
Legal restrictions, 14-13
Lessees, 15-19
Lessors, 15-18
Leverage, equity, 18-25–18-26
Leveraging, 18-32
Liability(-ies), 1-13, 1-14

in chart of accounts, 2-14
in classified balance sheet, 4-20
contingent, 11-6–11-7, 11-25, 11-43
current, 4-20, 4-23–4-24, 4-28, 11-1–11-43, 

15-44
debit/credit procedures, 2-4–2-5, 2-7
definition, 1-13, 1-14, 1-32
GAAP vs. IFRS accounting for, 15-44
individual, 12-3
lease, 15-18–15-19
limited, 13-3–13-4
long-term, 4-20, 4-24–4-25, 4-28, 11-3, 11-24, 

15-1–15-45, 17-4
normal balances, 2-5
payroll, 11-15–11-16
pension plan, 11-23–11-24
personal, 12-3
presentation, 1-26
product, 11-7
unlimited, 12-3
warranty, 11-7–11-8

Liability accounts
current, 17-10–17-12
noncurrent, 17-14–17-15, 17-26

Liars’ loans, 9-19
Licenses, 10-24, 10-31
Life insurance benefits, 11-22–11-23
Life insurance companies, 11-7
LIFO conformity rule, 6-16
LIFO method. see Last-in, first-out (LIFO) 

method
Limited liability, 13-3–13-4
Limited liability companies (LLCs), 12-4, 12-5, 

12-25
Limited liability partnerships (LLPs), 12-4, 

12-25
Limited life partnerships, 12-3
Limited partners, 12-4, 12-25
Limited partnerships, 12-4, 12-25
Limited resources, 27-10
Line positions, 19-6, 19-23
Liquidating dividends, 14-3, 14-22

Liquidation
capital deficiency, 12-15–12-18
no capital deficiency, 12-13–12-15
partnership, 12-12–12-18, 12-25

Liquidity, 4-24, 4-28, 11-8–11-9
Liquidity ratios, 18-16, 18-20–18-22, 18-31
LLCs (limited liability companies), 12-4, 12-5, 

12-25
LLPs (limited liability partnerships), 12-4, 

12-25
Loan applications, 9-19
Loans, bad, 9-19
Long-lived assets, 10-53
Long-range planning, 24-6–24-7, 24-28
Long-term assets, 10-1, 17-4
Long-term debt, 11-5
Long-term investments, 4-21, 16-15

accounting for, 16-4
balance sheet presentation, 16-15
balance sheet section, 4-21
in classified balance sheet, 4-20
definition, 4-28, 16-18

Long-term liabilities, 4-24–4-25, 11-3,  
15-1–15-45, 17-4

balance sheet section, 4-24–4-25
in classified balance sheet, 4-20
definition, 4-28, 15-3, 15-25
GAAP vs. IFRS accounting for, 15-44
illustration, 4-25
postretirement benefits as, 11-24
presentation, 15-16–15-17

Long-term notes payable, 15-14–15-15, 15-25
Loss(es)

accumulated, 13-38, 14-42, 18-5
on disposal of plant assets, 10-19,  

10-28–10-29, 17-10, 17-24
net, 1-24, 1-32, 12-8–12-12
other comprehensive loss, 18-5
other expenses and losses, 5-21
profit and loss (P&L) ratio, 12-8
on realization, 12-12
realized, 16-16–16-18
recording, 2-12
unrealized, 16-16–16-18, 18-4

Lower-of-cost-or-net realizable value (LCNRV), 
6-20–6-21, 6-30

LPV (labor price variance), 26-14–26-15, 26-28
LQV (labor quantity variance), 26-14–26-15, 

26-28

M
MACRS (Modified Accelerated Cost Recovery 

System), 10-15
Madoff, Bernard, 8-28
Mail receipts, 8-14
Make-or-buy decisions, 23-8–23-10
Makers, 9-15, 9-25
Management, 1-5–1-6

awareness of operations, 24-3
decision-making process, 23-3, 23-19
and dividends, 14-5
by exception, 25-16–25-17, 25-31, 26-18
functions, 19-4–19-5
insights, 13, 19-6, 19-18, 20-12, 20-16, 21-8, 

22-10, 23-10, 24-12, 24-21, 25-16, 25-27
total quality management (TQM),  

19-17–19-18, 19-23
Management consulting, 1-30, 1-32
Management salaries, 1-31

Managerial accounting, 1-5, 19-3
basics, 19-3–19-7
cost concepts, 19-7–19-11
definition, 1-32, 19-23
vs. financial accounting, 19-3–19-4
private, 1-30
trends, 19-16–19-21

Managers, corporate, 13-4
Manual accounting systems, 7-5, 7-24
Manufacturing, 19-8

inventory accounts, 19-12
lean, 19-17
processes, 21-3
value chain, 19-17–19-18

Manufacturing companies
balance sheets, 19-12–19-13
cost of goods sold, 19-13
inventory, 6-3

Manufacturing costs, 19-8–19-11
accumulating, 20-6–20-7
assigning, 20-8–20-13, 21-7–21-9
in financial statements, 19-12–19-16
fixed, 25-6
flow of, 20-5–20-6
in job order costing, 20-5–20-13
per unit, 21-16
in process costing, 21-7–21-9
total, 19-10–19-11, 19-23, 21-16

Manufacturing overhead, 19-8–19-9, 19-23
accumulating, 20-6–20-7
applied, 20-15, 20-22–20-24
assigning, 21-8
overapplied, 20-22–20-24
standard, 26-7
underapplied, 20-22–20-24

Manufacturing overhead budget, 24-15, 24-28
Manufacturing overhead variances, 26-16–26-17
Margin

contribution. see Contribution margin (CM)
controllable, 25-22–25-23, 25-26–25-27, 25-31
profit, 18-26, 18-32

Margin (income) measure, 25-26
Margin of safety, 22-21–22-22, 22-28

ratio, 22-22
Marketability, ready, 16-15
Marketable securities, 16-15, 16-19
Marketing, 1-5, 1-6, 1-12

green, 5-15
mark-to-market accounting, 16-11, 16-18

Marketing return on investment (ROI), 10-27
Market interest rate, 15-6–15-7, 15-26
Market price, 13-9

bond, 15-6–15-7
vs. book value, 14-21
determination, 15-6–15-7

Mark-to-market accounting, 16-11, 16-18
Marshall, John, 13-2
Master budget, 24-7, 24-26–24-28
Materiality, 3-33, 3-36, 10-6, 10-31, 25-17
Materials

assigning costs, 21-7–21-8
direct, 19-8, 19-23
equivalent units for, 21-21
indirect, 19-8, 19-23
raw, 6-3, 6-30, 19-8
total costs, 21-15
unit costs, 21-16

Materials price variance (MPV), 26-11–26-12, 
26-28
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Materials price variance (MPV) report, 26-18
Materials quantity variance (MQV),  

26-11–26-13, 26-28
Materials requisition slips, 20-8–20-10, 20-25
Materials variances, 26-10–26-13
Mathematical errors, 8-18
Matrices

direct labor variances, 26-15
direct materials variances, 26-12

Maturity(-ies)
current, 11-5
redeeming bonds at, 15-13

Maturity dates, 9-16, 15-4, 15-26
Maturity value, 9-18
Measurement principles, 1-10–1-11,  

3-34–3-35
Medicare, 11-11
Medicare taxes, 11-11–11-12, 11-19
Merchandise inventory, 6-3
Merchandise purchases, 5-28, 24-24

budget, 24-23–24-24, 24-29
Merchandisers, 24-23–24-24
Merchandise transactions

credit purchases, 7-16
recording, 5-27
sales, 5-28–5-29

Merchandising companies
accounting cycle, 5-16–5-18
adjusting entries, 5-16–5-17
balance sheets, 19-13
closing entries, 5-17
cost of goods sold, 19-13
daily recurring entries, 5-18
flow of costs, 5-4–5-6
income measurement process, 5-3
income statements, 19-14
inventory, 5-4, 6-3
operating cycles, 5-3–5-4
periodic inventory system, 5-31–5-33
purchase transactions, 5-18
sales transactions, 5-18
summary of entries, 5-18
worksheets, 5-24–5-26, 5-31–5-33

Merchandising inventory systems, 5-3–5-6
Merchandising operations, 5-1–5-58
Merchandising profit, 5-20
Mergers and acquisitions, 1-54, 16-1–16-2
Microsoft Excel. see Excel
Minimum rate of return, 25-29
Mixed costs, 22-7–22-10, 22-23–22-28
Mobile banking

internal controls, 8-22
with smart phones, 8-21

Modified Accelerated Cost Recovery System 
(MACRS), 10-15

Monetary unit assumption, 1-11, 1-32, 3-34, 
3-36

Monetization, 5-15
Money: time value of, 15-6, 15-26
Monitoring, internal, 8-5
Monthly overhead flexible budgets (case 

study), 25-11
Monthly rent, 2-17
Monthly responsibility reports, 25-23
Mortgage bonds, 15-3, 15-26
Mortgage installment payment schedule, 

15-14–15-15
Mortgage notes payable, 15-14–15-15, 15-26
Motivation, 24-5

Moving-average method, 6-26–6-27, 6-30
MPV (materials price variance), 26-11–26-12, 

26-28
MPV (materials price variance) report, 26-18
MQV (materials quantity variance),  

26-11–26-13, 26-28
Multinational corporations, 1-54
Multiple-step income statement, 5-19–5-22, 

5-34
Murdock, Wilbert, 11-1–11-2
Music promoters, 22-22
Mutual agency partnerships, 12-3
Mutually exclusive projects, 27-14–27-15

N
NASDAQ exchange, 13-14
National credit card sales, 9-13–9-14
Nation-state hackers, 7-22
Natural resources, 10-20, 10-31
Negotiable instruments, 8-21
Net annual cash flow, 27-8
Net cash, 17-5

conversion to, 17-9, 17-13, 17-21–17-25
provided/used by operating activities, 17-9, 

17-21
Net income, 1-24, 1-32, 17-3, 17-5

accounting for, 12-8–12-12
conversion to cash from accrual, 17-9, 

17-21–17-25
conversion to net cash, 17-9, 17-13, 

17-21–17-25
division, 12-10–12-11
formula, 3-1
in multiple-step income statement, 5-22
in partnership, 12-8–12-12
from processing further, 23-11
reported, 17-3
in single-step income statement, 5-23
target, 22-20–22-21, 22-28
working capital and, 4-24

Net income per share, 18-27
Net loss, 1-24, 1-32

accounting for, 12-8–12-12
dividing, 12-8–12-11
in partnership, 12-8–12-12
presentation, 1-26

Net pay, 11-13–11-14, 11-25
Net present value (NPV), 27-6–27-11, 27-22

computation, 27-8–27-9, 27-11, 27-14
with equal annual cash flows, 27-7–27-8
evaluation techniques, 27-12
Excel, 27-19
with intangible benefits, 27-12–27-13
vs. internal rate of return, 27-18–27-19
with mutually exclusive projects, 

27-14–27-15
with unequal annual cash flows, 27-8–27-9

Net realizable value, 6-20, 6-30
Net (cash) realizable value, 9-6, 9-25
Net sales, 5-20, 5-34, 18-11
Network compatibility, 7-4
Neutrality, 3-33
No capital deficiency, 12-13–12-15, 12-25
Nominal accounts, 4-28
Noncash activities, 17-4–17-5
Noncash assets, 12-13, 13-13–13-14
Noncash current assets, 17-10–17-12
Noncash expenses, 17-9
Noncash transactions, 17-26

Noncontrollable costs, 25-16, 25-31
Noncurrent asset and liability accounts, 

17-14–17-15, 17-26
Nonfinancial measures, 26-22
Nonoperating activities, 5-21, 5-34
Non-recurring charges, 18-4
No-par value stock, 13-10, 13-13, 13-21
Normal balance(s), 2-5, 2-26
Normal capacity, 26-7, 26-28
Normal standards, 26-4–26-5, 26-28
No-split philosophy, 14-11
Notes payable, 11-3–11-4, 11-25

long-term, 15-14–15-15
Notes receivable, 9-3, 9-15–9-20, 9-25

dishonored (defaulted), 9-18–9-19, 9-25
disposal, 9-17–9-19
honored, 9-17–9-18
recognition, 9-17
valuation, 9-17

Notes to financial statements
accounts receivable in, 9-11
allowance for uncollectible accounts 

receivable in, 9-9
credit risk in, 9-21
depreciation disclosure in, 10-15
monitoring receivables in, 9-21
property and equipment in, 10-15
retained earnings restrictions, 14-13

Not-for-profit organizations, 24-25
Not sufficient funds (NSF) checks, 8-23–8-24, 

8-27, 8-32
NPV. see Net present value
NPV function (Excel), 27-19
NSF check, 8-23
NSF (not sufficient funds) checks, 8-23–8-24, 

8-27, 8-32
Numbering

accounts, 7-8
prenumbered documents, 8-7
prenumbered invoices, 8-7

O
Obsolescence, 10-8
Occupational fraud, 8-18–8-19
Open Standards Benchmarking Collaborative, 

26-5
Operating activities, 17-3, 17-5, 17-36

cash flows, 17-4
direct method, 17-21–17-25
general guidelines for, 17-4
indirect method, 17-9–17-14
net cash provided/used by, 17-9, 17-21
in statement of cash flows, 17-25

Operating assets, 25-26–25-27
Operating budgets, 24-7, 24-29
Operating cycle, 4-21, 4-28, 5-3–5-4

for merchandising companies, 5-3–5-4
for service companies, 5-4
temporary investments and, 16-3

Operating expenses, 5-3, 5-20–5-21, 5-34
cash payments for, 17-24
in multiple-step income statement, 5-22

Operations
discontinued, 18-3–18-4, 18-32
going concern assumption, 3-34
income from, 5-20–5-21
management awareness of, 24-3
merchandising, 5-3–5-6
statement of, 1-24
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Operations costing, 21-18, 21-26
Opportunity, 8-3
Opportunity costs, 23-4, 23-9, 23-20
Optimism, budgetary, 24-9
Ordinary repairs, 10-6, 10-31
Organization, corporate form, 13-2–13-11
Organizational structure, 19-5–19-7
Organization charts, 19-5
Organization costs, 13-6, 13-21
Organized crime, 7-22
Other comprehensive income, 18-6
Other comprehensive loss, 18-5–18-6
Other deductions, 11-13
Other expenses and losses, 5-21, 5-34
Other gains and losses, 5-22
Other receivables, 9-3, 9-25
Other revenues and gains, 5-21
Outstanding checks, 8-25, 8-32
Outstanding stock, 13-16, 13-21
Overapplied overhead, 20-22–20-25
Overhead

actual, 26-16
departmental overhead costs report, 25-4
factory, 19-8
manufacturing, 19-8–19-9, 19-23, 21-8
monthly flexible budgets (case study), 25-11
overapplied, 20-22–20-25
static budgets, 25-7
total overhead variance, 26-16–26-17, 26-29
underapplied, 20-22–20-25

Overhead controllable variance, 26-17, 
26-25–26-26, 26-29

Overhead flexible budget reports, 25-9, 25-13
Overhead rates

computation, 26-7
per direct labor hour, 26-7
predetermined, 20-13–20-16, 20-18–20-19, 

20-25, 26-7
standard predetermined, 26-7, 26-29

Overhead static budget reports, 25-8
Overhead volume variances, 26-17,  

26-26–26-27, 26-29
Oversight. see also Control(s)

Public Company Accounting Oversight 
Board (PCAOB), 8-3

Overstating value, 2-12
Over-the-counter receipts, 8-13–8-14
Owner(s)

investments by, 1-15, 1-32, 2-15
withdrawal of cash by, 1-22, 2-19

Owner’s capital, 13-11
debit/credit procedures, 2-5–2-7
normal balance, 2-5

Owner’s drawings, 4-10
debit/credit procedures, 2-5–2-6
normal balance, 2-6

Owner’s equity (OE), 1-13, 1-14–1-16, 1-32, 
4-25, 12-7, 13-10, 13-11

in chart of accounts, 2-14
in classified balance sheet, 4-20
debit/credit procedures, 2-5–2-7
decreases, 1-15
definition, 1-13, 1-14, 1-32
increases, 1-15
partnership balance sheet section, 12-11

Owner’s equity accounts, 13-11
Owner’s equity statement, 1-23, 1-24–1-26, 

1-33
examples, 1-25

preparation from adjusted trial balance, 3-27
preparation from a worksheet, 4-7–4-8
preparation order, 1-27
presentation of net loss, 1-26
summary, 1-27

Ownership
co-ownership, 12-3–12-4
corporate, 13-3
of goods, 6-5–6-6
share, 14-1–14-2
stockholder rights, 13-6–13-7
transferable rights, 13-4

P
Pacioli, Luca, 1-4
Paid absences, 11-22
Paid-in capital, 13-10, 13-20

additional, 13-19
in balance sheet, 13-11, 13-12
in excess of par, 13-12–13-13

Paper, short-term, 16-15
Paper or phantom profits, 6-16
Parent companies, 16-8, 16-18
Participative budgeting, 24-5–24-6, 24-29
Partners’ capital

after closing, 12-9
interest on, 12-10

Partners’ capital statement, 12-11, 12-25
Partners’ drawings, 12-9
Partnership(s), 1-12, 8-3

as accounting entity, 12-3
accounting for, 12-7
admission, 12-18–12-21
admission by investment, 12-19–12-21, 12-25
admission by purchase of interest,  

12-18–12-19, 12-25
advantages and disadvantages, 12-6
assets, 12-22–12-24
association of individuals, 12-3
bonuses to new partners, 12-21
bonuses to old partners, 12-20–12-21
bonuses to remaining partners, 12-23–12-24
bonuses to retiring partners, 12-23
capital deficiency, 12-13, 12-15–12-18
characteristics, 12-3–12-4
closing entries, 12-8–12-9
conflict resolution, 12-6
co-ownership of property, 12-3–12-4
death of a partner, 12-24
definition, 1-33, 12-2, 12-25
dissolution, 12-3, 12-25
forming, 12-2–12-8
investment of assets in, 12-19–12-21
as legal entity, 12-3
limited, 12-4, 12-25
limited liability companies (LLCs), 12-4, 

12-5, 12-25
limited liability partnerships (LLPs), 12-4, 12-25
limited life, 12-3
liquidation, 12-12–12-18, 12-25
mutual agency, 12-3
net income or net loss, 12-8–12-12
no capital deficiency, 12-13–12-15
regular, 12-4
salaries, interest, and remainder on fixed 

ratio, 12-10–12-11
unlimited liability, 12-3
withdrawal by payment from partnership 

assets, 12-22–12-24, 12-25

withdrawal by payment from personal assets, 
12-22, 12-25

withdrawals, 12-21–12-24
Partnership agreement, 12-6, 12-25
Partnership balance sheet, 12-11
Partnership financial statements, 12-11
Partners’ interest, 12-18–12-19
Partners’ personal assets, 12-22, 12-25
Par value, 15-8
Par value stock, 13-9, 13-12–13-13, 13-21
Patents, 10-22–10-23, 10-31
Pay

net, 11-13–11-14, 11-25
take-home pay, 11-13–11-14

Payables
accounts payable, 1-20, 1-21, 17-12, 24-22
bonds payable, 17-15, 17-26
income taxes payable, 17-12
notes, 11-3–11-4, 11-25
salaries and wages, 17-11
sales taxes, 11-4

Paychecks, 11-16
Payees, 9-15, 9-25
Payment date, 14-4, 14-21, 14-22
Payments

of accounts payable, 1-21
bond, 15-5–15-7
capital deficiency, 12-16–12-17
cash, 12-14, 15-5–15-7, 17-21–17-25
cumulative dividend, 14-6
of expenses, 1-20–1-21
of insurance, 2-17
of monthly rent, 2-17
mortgage installment, 15-14–15-15
other, 8-26
from partnership assets, 12-22–12-24
payroll, 11-16
from personal assets, 12-22
safe cash payments schedule, 12-14
of salaries, 2-19

Payout ratio, 14-15–14-16, 14-22, 18-28–18-29, 
18-32

Pay periods, 3-21
Payroll

accounting for, 11-10–11-21
determination, 11-10–11-14
GAAP vs. IFRS requirements, 11-43
internal control for, 11-20–11-21
payment, 11-21
preparation, 11-21
recording, 11-14–11-17

Payroll deductions, 11-11–11-13, 11-25
Payroll department records, 11-14–11-15
Payroll expenses and liabilities, 11-15–11-16
Payroll payments, 11-16
Payroll register, 11-15, 11-25
Payroll taxes

employer, 11-17–11-19
filing and remitting, 11-19–11-20
withholding table, 11-13

Payroll tax expenses, 11-17
PCAOB (Public Company Accounting 

Oversight Board), 8-3
Pension plans, 11-23–11-24

defined-benefit, 11-24
defined-contribution, 11-24

P-E (price-earnings) ratio, 18-28, 18-32
Percentage-of-receivables basis, 9-9, 9-25
Performance evaluation, 25-16–25-18
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Performance measures, 25-22
Performance obligations, 3-4
Performance reports, 25-18
Period costs, 19-9, 19-23
Periodic depreciation, 10-15–10-16
Periodic inventory system, 5-4, 5-5, 5-26–5-33, 

5-34
vs. perpetual inventory system, 5-5, 5-29

Periodicity, 3-3
Periodicity assumption, 3-3
Permanent accounts, 4-9, 4-28
Perpetual inventory system, 5-5–5-6, 5-34

advantages, 5-5–5-6
computerized, 5-5–5-6
cost flow methods, 6-24–6-27
FIFO, 6-25
LIFO, 6-25–6-26
merchandising entries, 5-18
moving-average method, 6-26–6-27
vs. periodic inventory system, 5-5, 5-29
recording purchases, 5-7–5-11
recording sales, 5-11–5-16
sales journal, 7-10
worksheets for, 5-24–5-26

Personal tax rates, 12-3
Personnel, 24-3
Petty cash funds, 8-16–8-19, 8-32
Petty cash receipts, 8-17–8-18
Phantom profits, 6-16
Physical controls, 5-13, 8-7–8-8
Physical custody, 8-6, 8-14
Physical inventory, 6-4
Physical unit flow, 21-14–21-15, 21-20–21-21
Physical units, 21-14–21-15, 21-26
Planning, 19-4, 24-3–24-4

budgetary, 24-1–24-54
for capital investments, 27-1–27-42
enterprise resource planning (ERP) systems, 

7-4, 19-18, 19-23
long-range, 24-6–24-7, 24-28

Plant assets, 3-11, 4-22
in classified balance sheet, 4-20
cost, 10-3–10-6
definition, 10-3, 10-31
disposals, 10-17–10-20, 10-28–10-30, 17-10, 

17-24
exchange, 10-17, 10-28–10-30
expenditures, 10-3–10-7
retirement, 10-17, 10-19
sale, 10-17, 10-18–10-19
useful life, 10-6

Point-of-sale (POS) systems, 8-2
Ponzi schemes, 8-28
POS (point-of-sale) systems, 8-2
Post-audits, 27-16, 27-22
Post-closing trial balance, 4-13–4-15, 4-28
Posting, 2-12–2-13, 2-26

cash payments journal, 7-20
cash receipts journal, 7-13, 7-15
in chronological order, 2-13
closing entries, 4-11–4-12, 5-30–5-31
dual, 7-21
general journal, 7-21
purchases journal, 7-16
with reversing entries, 4-26–4-27
sales journal, 7-10–7-11
steps, 2-12
summary illustration, 2-20–2-21

Postretirement benefits, 11-22–11-24

Predetermined overhead rates, 20-13–20-16, 
20-18–20-19, 20-25

computation, 26-7
standard, 26-7, 26-29

Predictive value, 3-33
Preferred dividends, 14-6–14-7, 14-18, 18-28
Preferred stock, 13-14, 13-21

accounting for, 13-14
dividend allocations, 14-6–14-7
total dividends, 14-6

Preferred stock equity, 14-20–14-21
Preferred stockholders, 14-5
Premium(s), 15-8–15-9

on bonds, 15-8–15-9, 15-26
on bonds payable, 15-11
issuing bonds at, 15-11–15-12

Prenumbered invoices, 8-7
Prepaid expenses, 17-11–17-12

adjusting for, 3-8–3-13, 3-23, 3-30–3-31, 3-32, 
17-24

alternative treatment of, 3-30–3-31
definition, 3-8, 3-36
examples, 3-13
reconciling items, 17-30

Prepaid insurance, 17-10–17-11
Prepayments, 3-8–3-13, 3-36
Present value. see Net present value (NPV)
Price-earnings (P-E) ratio, 18-28, 18-32
Prices

cash equivalent, 10-3, 10-31
market, 13-9, 14-21
for new stock issues, 13-9

Price standards
direct labor, 26-6, 26-28
direct materials, 26-5, 26-28

Price variances, 26-10
labor price variance (LPV), 26-14–26-15, 

26-28
materials price variance (MPV), 26-11–26-12, 

26-28
Prior period adjustments, 14-13–14-14, 14-22
Private accounting, 1-30
Privately held corporations, 13-3, 13-21
Process costing, 21-1–21-46

assigning manufacturing costs, 21-7–21-9
cost flows, 21-4, 21-6–21-7
equivalent units, 21-10–21-13
physical unit cost flow, 21-14–21-15, 

21-20–21-21
for service companies, 21-4
transfer to cost of goods sold, 21-9
transfer to finished goods, 21-9
transfer to next department, 21-8–21-9

Process cost systems, 20-3
applications, 21-3–21-4
definition, 20-25, 21-26   
vs. job order cost systems, 21-4–21-6
overview, 21-3–21-6

Process further, 23-11–23-14
Product(s)

joint, 23-12, 23-20
unprofitable, 23-16–23-18

Product costs, 19-9, 19-23, 23-8
Production

equivalent units of, 21-10
make-or-buy decisions, 23-8–23-10
requirements for, 24-10–24-11
sell-or-process further decisions, 23-11–23-14

Production budget, 24-10, 24-29

Production cost report, 21-13–21-18, 21-26
FIFO method, 21-23–21-24
preparation, 21-17, 21-23–21-24

Production costs
actual, 26-9
unit, 21-15–21-16, 21-22, 21-26

Product liabilities, contingent, 11-7
Products and services, 4-23
Product warranties, 11-7–11-8
Profit(s)

accumulated, 13-38, 14-42
gross, 5-3, 5-20
merchandising, 5-20
paper or phantom, 6-16
retained, 13-38, 14-42
service company insights, 19-11

Profitability
cost-volume-profit (CVP) analysis, 22-1–22-50
environmental, social, and governance 

insights, 19-20, 21-12
gross profit rate, 18-27, 18-31
unprofitable segments or products, 

23-16–23-19
Profitability index, 27-14–27-15, 27-22
Profitability ratios, 18-16–18-17, 18-20, 

18-24–18-30, 18-32
Profit and loss (P&L) ratio, 12-8
Profit and loss statement, 1-24
Profit centers, 25-21–25-23, 25-31
Profit margin, 18-26, 18-32
Pro forma income, 18-7–18-8, 18-32
Promissory notes, 9-15, 9-25
Property, plant, and equipment (PP&E), 3-11, 

4-22, 10-3. see also Plant assets
in balance sheet, 4-22
in classified balance sheet, 4-20
co-ownership of, 12-3–12-4
definition, 4-28
GAAP vs. IFRS accounting for, 10-53
illustration, 4-22
in notes to financial statements, 10-15
statement presentation, 10-26

Proprietorships, 1-11, 4-10, 12-5
definition, 1-33
owner’s equity accounts, 13-11
sole, 8-3

Pro rata basis, 14-2
Proving the ledgers, 7-12, 7-15, 7-20
Provisions, 11-43
Public accounting, 1-30, 1-33
Public Company Accounting Oversight Board 

(PCAOB), 8-3
Public education, 11-19–11-20
Publicly held corporations, 13-3, 13-21
Publishing industry, 16-1
Purchase allowances, 5-9, 5-28, 5-34
Purchase discounts, 5-10, 5-28, 5-34
Purchase invoices, 5-7, 5-34
Purchase returns, 5-9, 5-28, 5-34
Purchases

on account, 1-19
for cash, 1-18–1-19
computation, 17-23
on credit, 1-19, 2-17
of equipment, 1-18–1-19
fraud in purchasing, 8-6
of merchandise, 5-28
merchandise purchases budget, 24-23–24-24, 

24-29

bindsubj.indd   19 29/02/24   7:51 PM



I-20  Subject Index

Purchases (continued)
for merchandising companies, 5-18
of office equipment, 2-15
partners’ interest, 12-18–12-19
recording, 5-7–5-11, 5-28
segregation of activities, 8-6
share repurchase, 13-15, 13-18
summary of transactions, 5-11
of supplies, 1-19, 2-17
treasury stock, 13-15–13-18

Purchases journal, 7-16–7-18, 7-24

Q
Qualitative factors, 23-5, 23-9
Quality of earnings, 18-7–18-8, 18-33
Quality of reported net income, 17-3
Quantity variances, 26-10
QuickBooks® (Intuit), 7-1–7-2, 7-4

R
Rate of return

annual, 27-20–27-22
internal, 27-17–27-18, 27-22
minimum, 25-29
required, 27-10, 27-20, 27-22

Rates of interest. see Interest rates
Ratio(s), 15-16–15-17, 18-15, 18-32
Ratio analysis, 18-15–18-31, 18-33
Rationalization, 8-3
Raw materials, 6-3, 6-30, 19-8

accumulating costs of, 20-6
assigning costs of, 20-8–20-10
stockpiling, 24-12

Raw materials inventory, 19-12, 20-5–20-6, 
24-22

Real accounts, 4-28
Real estate, 1-12
Realization, 12-12
Realized gain or loss, 12-12, 16-16–16-18
Receipts, cash, 17-21–17-22
Receivables, 9-3

accounting for, 9-1–9-45. see also Accounts 
receivable

average collection period, 9-21–9-22
in balance sheets, 9-20
definition, 9-3, 9-25
from employees, 9-3
GAAP vs. IFRS requirements, 9-44–9-45
interest, 9-18
management, 9-22–9-23
notes, 9-3, 9-15–9-20, 9-25
in notes to financial statements, 9-21
other, 9-3, 9-25
as percentage of assets, 9-3
percentage-of-receivables basis, 9-9, 9-25
presentation, 9-20–9-21
trade, 9-3, 9-25
types of, 9-3

Reconciling bank accounts, 8-20, 8-24–8-29
Reconciling items, 17-30–17-32
Record date, 14-4, 14-22
Recording estimated uncollectibles, 9-7
Recording losses, 2-12
Recording transactions, 2-1–2-49

activities, 1-3–1-4
chart of accounts, 2-13–2-14
daily recording, 3-6–3-7
debit/credit procedures, 2-4–2-7
double-entry system, 2-4–2-7, 2-25

GAAP vs. IFRS procedures, 2-48
illustration, 2-15–2-20
importance, 2-14
journalizing, 2-9–2-10, 2-20–2-21
ledgers, 2-11–2-12
merchandise transactions, 5-27
in perpetual system, 5-7–5-11
posting, 2-12–2-13, 2-20–2-21
process, 2-8
purchases, 5-7–5-11
sales, 5-11–5-16
sales of merchandise, 5-28–5-29

Recording write-off of an uncollectible 
account, 9-7–9-8

Recordkeeping
accuracy, 8-18
employee earnings record, 11-14–11-15, 

11-25
payroll department records, 11-14–11-15
segregation from physical custody, 8-7, 8-14

Recovery, uncollectible account, 9-8–9-9
Regional banks, 26-20
Regression analysis, 22-23–22-26, 22-28
Regulations, government, 13-5
Regulatory agencies, 1-7
Relevance, 1-10, 1-33, 3-33, 3-36, 7-3
Relevant costs and revenues, 23-4–23-8, 23-16, 

23-20
Relevant range, 22-5–22-6, 22-28
Reliability, 7-3
Remanufactured product costs, 21-12
Remittance advice, 8-21
Repairs

equipment, 23-14–23-16
ordinary, 10-6, 10-31

Reported net income, quality, 17-3
Reports, 1-3–1-4

cash reporting, 8-29–8-30
of contingent liabilities, 11-7–11-8
of current liabilities, 11-8
earnings, 1-8
financial, 1-8–1-9, 3-32–3-35
internal, 1-5
preparation, 7-4
responsibility reports, 25-18–25-23, 25-25
sustainability reports, 8-4, 10-27
of uncertainty, 11-6–11-8
of variances, 26-18

Representation, faithful, 1-10, 1-32, 3-33, 3-36
Repurchase, share, 13-15, 13-18
Reputational characteristics, 4-23
Required rate of return, 27-10, 27-20, 27-22
Research and development (R&D) costs, 

10-24–10-25, 10-31
Reserves, 13-38
Residual equity, 1-14
Residual income, 25-28–25-29, 25-31
Residual value, 10-9, 10-53
Resources, natural, 10-20, 10-31
Responsibility accounting, 25-14–25-24, 25-31

corporate social responsibility, 13-8, 19-20, 
19-22, 26-17

in cost centers, 25-21–25-22
establishment of, 8-5
for internal control, 8-5
in investment centers, 25-25
in profit centers, 25-22–25-23
social responsibility, 1-28, 4-23

Responsibility centers, 25-17, 25-19–25-23

Responsibility reports, 25-18–25-19, 25-31
example system, 25-19–25-20
monthly, 25-23

Restatements, 4-18
Restricted cash, 8-30, 8-32
Restructuring charges, 18-4
Retailers, 5-3, 9-4
Retail inventory method, 6-28–6-29, 6-30
Retained earnings, 13-10–13-11, 13-21

on balance sheet, 13-11
on budgeted balance sheet, 24-22
corporate, 14-3, 14-11–14-14
debits and credits, 14-14
definition, 13-21, 14-11, 14-22
GAAP vs. IFRS, 13-38
normal balance, 14-12
vs. paid-in capital, 13-10
presentation, 14-14–14-16
reconciling, 17-31
in statement of cash flows, 17-15, 17-26

Retained earnings restrictions, 14-12–14-13, 
14-22

Retained earnings statement, 14-14, 14-22
Retained profits, 13-38, 14-42
Retirement

bonuses to remaining partners, 12-23–12-24
bonuses to retiring partners, 12-23
plant assets, 10-17, 10-19

Return on assets, 18-25–18-26, 18-32
Return on common stockholders’ equity 

(ROE), 14-16, 14-22, 18-24–18-25, 18-33
Return on investment (ROI), 25-24–25-25, 25-31

computation, 25-26–25-28
equation, 25-24
improving, 25-26–25-27
measures of inputs, 25-26
vs. residual income, 25-28–25-29

Return on investment, marketing, 10-27
Returns

purchase, 5-9, 5-28, 5-34
sales, 5-13–5-14, 5-29, 5-34

Revenue(s), 1-15
accrued, 3-7, 3-17–3-19, 3-23
adjusting entries for, 3-7, 3-23, 3-32
in chart of accounts, 2-14
contra revenue accounts, 5-13–5-14, 5-15
controllable, 25-16, 25-22–25-23
debit/credit procedures, 2-6–2-7
definition, 1-33
improper recognition of, 18-8
investor insights, 2-6
noncontrollable, 25-16
normal balances, 2-7
other revenues and gains, 5-21, 5-34
recognizing, 3-4–3-6
recording, 2-14, 16-8
relevant, 23-4, 23-20
reporting, 3-6
sales, 5-3, 5-34
service, 1-19–1-20, 3-14–3-15
in single-step income statement, 5-23
stock, 16-8
unearned, 3-7, 3-14–3-15, 3-23, 3-31–3-32, 

3-36, 11-4–11-5
Revenue accounts, 11-5
Revenue expenditures, 10-6, 10-31
Revenue recognition

five-step process, 3-5
GAAP relationships, 3-6
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Revenue recognition principle, 3-4–3-5, 
3-5–3-6, 3-35, 3-36

Reversing entries, 4-16, 4-26–4-27
Rights

stockholder, 13-6–13-7
transferable ownership, 13-4

Risk analysis, 27-15
Risk assessment, 8-4
Risk, credit, 16-5
Risk factors, 23-11
Robotic process automation (RPA) software, 

8-28
ROE (return on common stockholders’ equity), 

14-16, 14-22, 18-24–18-25, 18-33
ROI. see Return on investment
RPA (robotic process automation) 

software, 8-28

S
SaaS (software-as-a-service), 20-5
Safe cash payments schedule, 12-14
Safety

employee, 27-13
margin of, 22-21–22-22, 22-28

Sage 50cloud, 7-4
Salaries, 1-31, 11-10, 11-11, 11-25

accrued, 3-20–3-22
in partnerships, 12-10–12-11
payment of, 2-19

Salaries and wages payable, 17-10–17-11
Sale(s), 5-3

above cost, 13-17
below cost, 13-17–13-18
bond, 16-4
credit, 7-9–7-10
credit card, 9-13–9-14
fraud in, 8-6
gains on, 10-18
horizontal analysis of, 18-11
in income statement, 5-20
loss on, 10-19
merchandise, 5-28–5-29
in multiple-step income statement, 5-20, 5-22
national credit card, 9-13–9-14
net, 5-20, 5-34, 18-11
plant assets, 10-17, 10-18–10-19
receivables, 9-13
recording, 5-11–5-16, 5-28–5-29
ROI by increase in, 25-26
segregation of activities, 8-6
of stock, 16-7
terms of sale, 6-5
treasury stock, 13-17–13-18

Sales allowances, 5-29
Sales budget, 24-8–24-10, 24-29
Sales budget reports, 25-5
Sales discounts, 5-14–5-15, 5-29, 5-34

in cash receipts journal, 7-14
definition, 5-34

Sales dollars, 22-18
Sales forecast, 24-5, 24-29
Sales invoices, 5-7, 5-12, 5-34
Sales journal, 7-9–7-12, 7-24
Sales report, 25-4
Sales returns, 5-13–5-14, 5-29
Sales returns and allowances, 5-13–5-14, 5-34
Sales revenue, 5-3, 5-34, 7-14
Sales taxes payable, 11-4
Sales transactions, 5-18, 7-7

Sales units, 22-17–22-18
Salvage value, 10-9, 10-31
Sarbanes-Oxley Act (SOX)

and accuracy of financial reports, 2-24
code of ethical standards based on, 19-19
and corporation management, 13-4
definition, 1-33, 8-32, 19-23
and ethics, 1-8
and fraud, 8-3–8-4
and human resources, 8-10
and internal control, 1-29, 1-54
and software, 7-5

Scandals, 1-8, 1-11
Scatter function (Excel), 22-26
Scatter plots, 22-9, 22-23–22-24, 22-26
Schedule of cash payments, 12-14, 12-25
S corporations, 13-6
Scrap report, 25-4
Scrap value, 10-9
Secured bonds, 15-3, 15-26
Securities

available-for-sale, 16-11–16-15, 16-18, 18-5, 
18-31

debt, 16-11–16-13
equity, 16-14
fair value, 16-12
held-to-maturity, 16-11, 16-18
marketable, 16-15, 16-19
trading, 16-11–16-12, 16-15, 16-19,  

18-5, 18-33
Securities and Exchange Commission (SEC), 

1-9, 1-30, 8-28, 13-5, 16-13
definition, 1-33
Edgar database, 18-18
and financial crisis of 2008, 15-17

Security (cybersecurity), 7-4, 7-22
Segments, 25-15, 25-31
Segregation

of duties, 8-6, 8-7, 8-9, 8-12, 9-4
of related activities, 8-6

Sellers, 5-9
freight costs incurred by, 5-9

Selling and administrative expenses, 25-6
budget, 24-15–24-16, 24-29

Selling expenses report, 25-4
Sell-or-process further decisions, 23-11–23-14
Sensitivity (“what if”) analyses, 24-22–24-23, 

27-15, 27-22
Service charges, 8-26
Service companies

budgeting, 24-24–24-25
direct labor budget, 24-24–24-25
ethics for, 19-17
insights, 19-11, 20-20, 22-18, 22-22, 23-5, 

23-18, 24-9, 24-25, 25-10, 26-22
job order costing, 20-19–20-20
operating cycle for, 5-4
process costing, 21-4
trends, 19-16–19-17

Service revenues, 1-19–1-20
adjusting entries for, 3-14–3-15, 3-31–3-32
unearned, 3-14–3-15, 3-31–3-32

Services performed
for cash, 1-19–1-20, 2-16
for cash and credit, 1-20
cash for, 2-18
for credit, 1-20
issuing common stock for, 13-13–13-14

Shareholders’ equity, 13-10

Shareholders: proposals on corporate 
responsibility, 13-8

Share ownership, 14-1–14-2
Share repurchases, 13-15, 13-18
Shipping point, FOB, 5-8, 6-5, 6-30
Short-term investments, 16-4, 16-15, 16-19
Short-term paper, 16-15
Shrinkage, 5-5
Significant components: disposal of, 18-3
Significant noncash activities, 17-4–17-5
Simple entries, 2-10, 2-26
Single-step income statement, 5-22–5-23, 5-34
Sinking fund bonds, 15-3, 15-26
Slope function (Excel), 22-25
Slush funds, 8-16
Social performance statements, 1-28
Social responsibility, 1-28, 4-23

corporate, 13-8, 19-20, 19-22, 26-17
Social Security, 11-11
Social Security taxes, 11-11–11-12, 11-19
Software-as-a-service (SaaS), 20-5
Software packages, 7-4

anti-fraud, 7-5
common features and benefits, 7-4
entry-level, 7-4
for receivables management, 9-22–9-23
robotic process automation (RPA), 8-28

Sole proprietorships, 8-3
Solvency ratios, 18-16–18-17, 18-20,  

18-22–18-24, 18-33
Source documents, 8-7
SOX. see Sarbanes-Oxley Act
Special journals, 7-9–7-23

definition, 7-9
examples, 7-9
general journal effects, 7-20–7-21
uses, 7-9

Special orders, 23-6–23-8
Specific identification method, 6-8, 6-30
Staff positions, 19-6, 19-23
Standard activity index, 26-7
Standard balance sheet classifications, 4-20
Standard cost accounting system, 26-23–26-25, 

26-29
Standard costs, 26-1, 26-3–26-8, 26-29

advantages, 26-3
case study, 26-5–26-8
direct labor, 26-7
direct materials, 26-6
setting, 26-4–26-8
total per unit, 26-7–26-8

Standard direct labor hours, 26-26
Standard hours allowed, 26-16, 26-29
Standard predetermined overhead rates, 26-7, 

26-29
Standards

vs. budgets, 26-4
cost, 26-1–26-8
direct labor price, 26-6, 26-28
direct labor quantity, 26-6, 26-28
direct labor rate, 26-6, 26-28
direct materials price, 26-5, 26-28
direct materials quantity, 26-5–26-6
ideal, 26-4, 26-28
international, 1-9–1-10
manufacturing overhead cost, 26-7
normal, 26-4–26-5, 26-28
Open Standards Benchmarking 

Collaborative, 26-5
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Stated rate, 15-4
Stated value, 13-10, 13-21
Statement of cash flows, 1-24, 1-26–1-27, 8-29, 

17-1–17-65
analyzing, 17-18–17-19
vs. balance sheet, 17-16, 17-27
condensed, 18-19
definition, 1-33, 17-36
direct method, 17-7, 17-20–17-27, 

17-35–17-36
examples, 1-25, 17-15, 17-26–17-27, 18-19
example worksheet, 17-32
format, 17-5–17-6
free cash flows, 17-18–17-19
GAAP vs. IFRS, 17-61–17-63
indirect method, 17-6–17-17, 17-35–17-36
indirect method worksheet, 17-27–17-32
net change in cash, 17-16, 17-27
operating activities section, 17-25
preparation, 17-6–17-17
preparation order, 1-27
sources of information, 17-6–17-7
summary, 1-27
T-account approach, 17-33–17-35
usefulness, 17-3
worksheet, 17-27–17-32

Statement of comprehensive income, 16-13, 
18-5–18-6

Statement of earnings, 11-16, 11-25
Statement of Ethical Professional Practice 

(IMA), 19-19
Statement of operations, 1-24
State unemployment tax acts (SUTA), 11-18
State unemployment taxes, 11-18, 11-25
Static budget reports, 25-4–25-6, 25-8, 25-30
Static budgets, 25-4, 25-7–25-8, 25-31
Stock(s)

acquisition of, 16-6, 16-8
authorized, 13-8, 13-21
capital, 13-19
common. see Common stock
effects on earnings per share, 15-18
issuances, 13-8–13-9, 13-12–13-18
market price, 13-9
no-par value, 13-10, 13-21
no-split philosophy, 14-11
outstanding, 13-16, 13-21
par value, 13-9, 13-21
preferred, 13-14, 13-21, 14-6–14-7
premium on, 13-12
prices for new issues, 13-9
recording acquisition of, 16-6, 16-8
recording sale of, 16-7
sale of, 16-7
treasury, 13-15–13-18, 13-21

Stock buyback, 13-15
Stock certificates, 13-7
Stock dividends, 14-3, 14-7–14-9, 14-21–14-22

benefits, 14-8
common stock dividends distributable, 14-9
definition, 14-7, 14-22
effects, 14-9
entries, 14-8–14-9
large, 14-8
preferred, 18-28
purposes, 14-8
small, 14-8
vs. stock splits, 14-10

Stockholders
bond financing and, 15-17–15-18

common, 14-5
limited liability, 13-3–13-4
ownership rights, 13-7
preferred, 14-5
rights, 13-6–13-7
stock splits and, 14-10

Stockholders’ equity, 4-25, 13-10, 17-4
analysis, 14-14–14-16
balance sheet section, 4-25, 13-11, 13-12, 

13-19, 14-15, 16-16, 18-5
with deficit, 14-12
definition, 4-28
GAAP vs. IFRS requirements, 13-38
with no treasury stock, 13-16
return on common stockholders’ equity 

(ROE), 18-24–18-25, 18-33
statement presentation, 13-19, 14-14
with treasury stock, 13-16

Stockholders’ equity accounts, 14-9,  
17-14–17-15, 17-26

Stockholders’ equity statement, 14-14, 
14-19–14-20, 14-22

Stock investments
accounting guidelines, 16-6
definition, 16-6, 16-19
holdings between 20% and 50%, 16-7–16-8
holdings less than 20%, 16-6–16-10, 16-14
holdings more than 50%, 16-8–16-9
reporting in financial statements, 16-10–16-18
revenue from, 16-8

Stock options, 13-9
Stockpiling, 24-12
Stock quotes, 13-14
Stock repurchases, 13-18
Stock splits, 14-2–14-11, 14-22

definition, 14-9
effects for stockholders, 14-9–14-10

Straight-line amortization, 15-19–15-21
bond discount, 15-19–15-21
bond premium, 15-21
definition, 15-26
formula, 15-19–15-21

Straight-line depreciation method,  
10-10–10-11, 10-31

Straight-line depreciation schedule, 10-10
Subchapter S corporations, 12-5
Subsidiary companies, 16-8–16-9, 16-19
Subsidiary ledgers, 7-6–7-8, 7-24, 20-8

credits, 7-14
definition, 7-6
posting, 7-16
proving, 7-12, 7-15, 7-20

Sunk costs, 23-4, 23-20
Suppliers: cash payments to, 17-22–17-23
Supplies, 3-9–3-10

adjustment for, 3-10
purchase on credit, 1-19, 2-17

Supply chains, 6-4
Sustainability, environmental, 5-15
Sustainability information, 8-4
Sustainability reporting, 8-4, 10-27
Sustainable income, 18-3–18-7, 18-33
SUTA (state unemployment tax acts), 11-18

T
Tabular accounts, 2-3
T-accounts, 2-3, 2-11–2-12, 2-26, 17-22–17-23, 

17-32–17-35
Take-home pay, 11-13–11-14
Target net income, 22-20–22-21, 22-28

Taxes and taxation, 1-30
bond financing and, 15-18
corporate, 13-5
cost flow methods and, 6-16
definition, 1-33
depreciation and, 10-15
employer payroll, 11-17–11-19
federal unemployment, 11-17–11-19, 11-25
FICA, 11-11–11-12, 11-17, 11-19, 11-25
income. see Income taxes
LIFO effects, 6-17
payroll, 11-19–11-20
payroll expenses, 11-17
personal rates, 12-3
sales, 11-4
state unemployment, 11-18, 11-25
withholding tax table, 11-13

Taxing authorities, 1-6
Technology, 26-16, 27-9
Telecommunications industry, 10-6–10-7
Temporary accounts, 4-9, 4-28

general ledger, 4-14–4-15
Temporary investments, 16-3
Terms of sale, 6-5
Theory of constraints, 19-18, 19-23
Three-column form, 2-12, 2-26
Timberlands, 10-20
Timekeeping, 11-21
Timeliness, 3-33, 3-36
Time management, 7-9
Time period assumption, 3-3, 3-34, 3-36, 3-66
Time periods, 3-3, 3-34

average collection period, 18-21, 18-32
budget period, 24-4
calendar year, 3-3, 3-36
cash payback period, 27-5
fiscal year, 3-3
interim, 3-3
prior period adjustments, 14-13–14-14

Times interest earned, 15-17, 15-26, 
18-23–18-24, 18-33

Time tickets, 20-11–20-12, 20-25
Time value of money, 15-6, 15-26
TLV (total labor variance), 26-13–26-14, 26-29
TMV (total materials variance), 26-10–26-11, 

26-29
Top-down approach, 24-6
Total budgeted costs, 25-11
Total conversion costs, 21-16
Total cost of borrowing

bonds issued at discount, 15-10
bonds issued at premium, 15-11–15-12

Total cost of work in process, 19-14, 19-23
Total direct labor cost, 24-14
Total direct labor variance, 26-14
Total fixed costs, 22-4, 22-6
Total labor variance (TLV), 26-13–26-14, 26-29
Total manufacturing costs, 19-10–19-11, 19-23, 

21-16
Total materials costs, 21-15
Total materials variance (TMV), 26-10–26-11, 

26-29
Total overhead variance, 26-16–26-17, 26-29
Total preferred dividends, 14-6
Total quality management (TQM), 

19-17–19-18, 19-23
Total standard cost per unit, 26-7–26-8
Total unit cost, 24-16
Total units (costs) accounted for, 21-14–21-15, 

21-26
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Total units (costs) to be accounted for, 
21-14–21-15, 21-26

Total variable costs, 22-4, 22-6
Total variance, 26-9
Total wages, 11-10
TQM (total quality management), 19-17–19-18, 

19-23
Trademarks, 10-23, 10-31
Trade names, 10-23, 10-31
Trade receivables, 9-3, 9-25
Trading, 16-11

bond, 15-5
on the equity, 18-25–18-26, 18-33

Trading securities, 16-11–16-12, 16-15
definition, 16-19, 18-5, 18-33
valuation, 16-11–16-12

Transactions, 1-17
analysis, 1-17–1-22
bond, 15-8–15-14
capital stock, 13-17
cash receipts, 7-14–7-15
collection, 7-7
definition, 1-33
external, 1-17
general journal, 7-20
identification process, 1-17
internal, 1-17
investment of cash by owner, 1-18
payment of accounts payable, 1-21
payment of expenses, 1-20–1-21
purchase of advertising on credit, 1-20
purchase of equipment for cash, 1-18–1-19
purchase of supplies on creditors, 1-19
purchasing, 5-11
receipt of cash on account, 1-21
recording, 2-1–2-49
sales, 7-7
services performed for cash, 1-19–1-20
services performed for cash and credit, 1-20
summary, 1-22–1-23
tabular summary, 1-22–1-23
treasury stock, 13-17, 14-18
withdrawal of cash by owner, 1-22

Transferable ownership rights, 13-4
Transfers

to cost of goods sold, 21-9
to finished goods, 21-9
to next department, 21-8–21-9

Transit
deposits in, 8-26, 8-31
goods in, 6-5

Transparency, 1-10
Transposition errors, 2-23
Treasurer, 19-6, 19-23
Treasury stock, 13-21

accounting for, 13-15–13-18
definition, 13-21
disposal, 13-17–13-18
purchases, 13-15–13-16
sale above cost, 13-17
sale below cost, 13-17–13-18
stockholders’ equity with, 13-16
transactions, 13-17, 14-18

Treasury stock transactions, 13-17, 14-18
Trend analysis, 18-10
Trial balance, 2-22–2-24, 3-7

adjusted, 3-25–3-26, 3-36, 4-5–4-6
definition, 2-22, 2-26
errors, 2-23
vs. general ledger, 2-22

illustration, 2-23, 3-7
limitations, 2-23
order of presentation, 2-22
post-closing, 4-13–4-15, 4-28
preparation, 2-22–2-23
worksheet preparation, 4-5, 5-26, 5-31

Triple bottom line, 19-20, 19-23
True cash balance, 8-26
Turnover

accounts receivable, 9-25, 18-20–18-21, 18-32
asset, 10-26–10-27, 10-31, 18-26–18-27, 18-32
inventory, 6-22, 6-30, 18-21–18-22, 18-33

U
Unamortized discount on bonds payable, 15-20
Uncertainty: reporting, 11-6–11-8
Uncollectible accounts

allowance method for, 9-6–9-11
direct write-off method for, 9-6
estimated, 9-7
recovery, 9-8–9-9
write-off, 9-7–9-8

Underapplied overhead, 20-22–20-25
Under budget, 25-9
Underestimating costs, 20-16
Underlining, 2-24
Understandability, 3-33, 3-36
Unearned revenues, 11-4–11-5

adjusting entries for, 3-7, 3-14–3-15, 3-23, 
3-31–3-32

alternative treatment of, 3-31–3-32
definition, 3-36

Unemployment taxes
federal, 11-17–11-19, 11-25
state, 11-18, 11-25

Unethical practices, 1-8
Unfavorable variances, 26-9
Unit(s)

inventoriable, 6-24
monetary unit assumption, 1-11, 1-32, 

3-34, 3-36
required production, 24-10
started and completed, 21-19

Unit contribution margin, 22-13–22-14, 
22-17–22-18, 22-28

Unit conversion costs, 21-16
Unit costs

fixed, 22-4
total, 24-16
variable, 22-4, 22-8
weighted-average, 6-13

Unit materials costs, 21-16
Unit production costs, 21-15–21-16, 21-22, 

21-26
Units-of-activity depreciation method, 

10-11–10-12, 10-31
formula, 10-11
use in large U.S. companies, 10-10

Units-of-activity depreciation schedule, 10-12
Units-of-production depreciation method, 

10-11–10-12
Unit variable costs, 25-8
Unprofitable segments or products, 

23-16–23-19
Unrealized gain or loss presentation, 

16-16–16-18
Unrealized loss, 18-4
Unsecured bonds, 15-3, 15-7, 15-26
Unusual items, 18-3
Useful information, 3-33

Useful life, 3-11, 3-36, 10-9
definition, 10-31
expenditures during, 10-6

V
Vacations, required, 8-10
Valuation

of accounts receivable, 9-5–9-12
of assets, 10-3
of available-for-sale securities,  

16-12–16-13
book value, 3-13, 3-36, 12-7, 14-21, 15-10
book value per share, 14-20–14-21
carrying value, 3-13, 15-10
cash (net) realizable value, 9-6, 9-25
confirmatory value, 3-33
debt securities, 16-11
face value, 15-4, 15-9
fair value, 12-7, 16-10, 16-12, 16-14, 16-18
fair value principle, 1-11, 1-32, 3-34–3-35, 

10-3
lower-of-cost-or-net realizable value 

(LCNRV), 6-20–6-21, 6-30
maturity value, 9-18
net present value (NPV), 27-6–27-11, 27-22
net realizable value, 6-20, 6-30
no-par value stock, 13-10
of notes receivable, 9-17
of operating assets, 25-26
overstating value, 2-12
par value, 15-9
par value stock, 13-9
predictive value, 3-33
residual value, 10-9, 10-53
salvage value, 10-9, 10-31
scrap value, 10-9
stated value, 13-10, 13-21
time value of money, 15-6, 15-26
of trading securities, 16-11–16-12

Valuation accounts, 15-13
Value chain, 19-17–19-18, 19-23
Variable cost ratio, 22-15, 22-28
Variable costs, 22-3–22-4

budgeted, 25-9
10% decrease, 25-26–25-27
definition, 22-3, 22-28
in flexible budgets, 25-10
importance of identifying, 22-10
linear behavior, 22-6
nonlinear behavior, 22-6
per direct labor hour, 25-10
total, 22-4, 22-6
unit, 22-4, 22-8, 25-8

Variances, 26-8, 26-29
analyzing, 26-8–26-10
cost accounts with, 26-25
direct labor, 26-13–26-15
direct materials, 26-8–26-13
favorable, 26-9
income statement presentation, 26-19
labor price variance (LPV), 26-14–26-15, 

26-28
labor quantity variance (LQV), 26-14–26-15, 

26-28
manufacturing overhead, 26-16–26-17
materials, 26-10
materials price variance (MPV), 26-11–26-12, 

26-18, 26-28
materials quantity variance (MQV),  

26-11–26-13, 26-28
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Variances (continued)
overhead controllable, 26-17, 26-25–26-26, 26-29
overhead volume, 26-17, 26-26–26-27, 26-29
price, 26-10
quantity, 26-10
reporting, 26-18–26-19
total, 26-9
total labor variance (TLV), 26-13–26-14, 26-29
total materials variance (TMV), 26-10–26-11, 

26-29
total overhead, 26-16–26-17, 26-29
unfavorable, 26-9

Venture capital, 12-4
Verifiability, 3-33, 3-36
Verification. see Independent internal 

verification
Vertical analysis, 18-12–18-14, 18-33
Virtual close, 4-13
Visualizations, data, 19-21
Volume

cost-volume-profit (CVP) analysis, 
22-11–22-21, 22-27

overhead volume variances, 26-17,  
26-26–26-27, 26-29

Voluntary restrictions, 14-13
Voucher register, 8-15
Vouchers, 8-15–8-16, 8-32
Voucher systems, 8-15–8-16, 8-32

W
Wage and Tax Statement (Form W-2), 11-20, 

11-25
Wages, 11-10, 11-25

accrued, 3-20–3-22
total, 11-10

Wages payable, 17-10–17-11
Warranty costs, 11-7–-11-8
Warranty liability

estimated, 11-7
reporting, 11-7–11-8

Waterways Corporation case, 19-42–19-43, 
20-41, 21-44, 22-45, 23-38, 24-49, 25-51, 
26-46, 27-35–27-36

Weighted-average method, 21-11
advantages, 21-24–21-25
definition, 21-26
refinements, 21-11–21-13

Weighted-average unit cost, 6-13, 6-30
“What if” (sensitivity) analyses, 24-22–24-23, 

27-15, 27-22
Wholesalers, 5-3
Withdrawal of a partner, 12-21–12-24
Withholding tax table, 11-13
Working capital, 4-24, 18-20

definition, 11-9, 11-25
formula and computation, 11-9

Work in process, 6-3, 6-30
total cost of, 19-14, 19-23

Work in process inventory, 19-12, 20-5–20-6, 
20-8

agreement with job cost sheets,  
20-15–20-16

beginning, 19-14
definition, 19-23
ending, 19-14

Worksheets, 4-3–4-8
adjusting entries from, 4-8
adjustments columns, 4-5, 5-25–5-26, 5-31
balance sheet columns, 5-26, 5-33
computerized, 4-3

cost of goods sold computation from, 5-26, 
5-33

definition, 4-3, 4-28
financial statements from, 4-7–4-8
form and procedure, 4-3
format, 17-28
guidelines for preparing, 17-27–17-28, 17-35
income statement columns, 5-26, 5-32
indirect method, 17-27–17-32
for merchandising companies, 5-24–5-26, 

5-31–5-33
perpetual inventory system, 5-24–5-26
preparation, 4-3–4-6, 5-24–5-25,  

17-28–17-32
for statement of cash flows, 17-27–17-32
trial balance columns, 5-25, 5-31
trial balance preparation from, 4-5

Write-off
direct, 9-6, 9-25
recording, 9-7–9-8
of uncollectible accounts, 9-6–9-8

Writing checks, 8-20–8-21
Written contracts, 12-6

Y
Year

calendar, 3-3, 3-36
fiscal, 3-3

Year-end balance, 20-23–20-24
Year-end financial statements, 3-3

Z
Zero-based budgeting, 24-21, 25-18
Zero-interest bonds, 15-6
Zuckerberg, Mark, 13-1–13-2, 13-4
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