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A

ABC, 456

About.com, 906

Ace Hardware, 276

Adelphia, 9

Advanced Micro Devices, 575, 931

Aggasiz Construction Company, 351

AIG,7

Alcoa (Aluminum Company of America),
597

Allied Signal, 860

Altria, 483

Aluminum Company of America (Alcoa),
597

American Airlines, 104, 488, 846, 982, 992,
1124

American Cancer Society, 570

American Exploration Company, 482

American Express, 407,485

American Standard, 801

American Van Lines, 1065

America Online (AOL), 483, 695, 697

Anaheim Angels, 703

Anchor Glass Container Corporation, 882

AOL, see America Online

AOL Time Warner, Inc., 697

Apple Computer, 6,454, 808

Aptara Corp., 850

AT&T, 4,703, 846,977

Automatic Data Processing, 72

Avis, 437,703

B

Babies “R” Us, 703

BankAmerica, 624

Bank of America, 11, 995

Bank One Corporation, 70

Bausch & Lomb, 92

Ben & Jerry’s Homemade, Inc., 928-930, 934
Berkshire Hathaway, 482, 615

Best Buy, 9, 106, 143, 245, 251

Beverly Hills Fan Company, 1194

Bill & Melinda Gates Foundation, 570
Black & Decker, 492

Boeing Capital Corporation, 441,483, 847
Boeing Company, 608, 804, 1159

Boise Cascade, 446

BP, 262

Breyer, 482

Bristol-Myers Squibb, 816-817

Budget (car rentals), 437

C

Cadbury-Schweppes, 9

Campbell Soup Company, 445, 801, 846,
1154-1156, 1166, 1195

Capital Cities/ABC, Inc., 703

Cargill Inc., 571

Carlin Corporation, 691

Caterpillar Inc.,248-250, 261, 438, 490, 491,
570,935, 946

Cendant Corp., 624,703

Center Ice Consultants, 931

Centerstone Health, 352, 353

Century 21, 703

Chase, 70,1125

Chevron, 446

Chicago Tribune, 1124

Chiquita Brands International, 860, 884

Circuit City, 245

Cisco Systems, 157,414, 483, 816, 1074

Citibank, 420

Citigroup, 10

CKE, 482

The Coca-Cola Company, 3,9, 43-44, 89, 140,
194,243-244,296, 391, 432433, 481-483,
523, 603, 638-639, 690-691, 726, 786, 838,
850, 860, 930-931, 1012-1013, 1156, B1-B2

Coldwell Banker, 703

Colossal Healthcare, 350

Compaq Computer, 842-844, 858

Computer Associates International, Inc., 108,
1105

ConAgra Foods, 215

Consolidated Edison, 804

Consumers Packaging Inc., 883

Continental Bank, 441

Cooper Tire & Rubber Company, 165

Costco Wholesale Corp., 494, 735

Craig Consumer Electronics, 253

Crane Company, 586

Crocs, Inc., 9

D

Daimler, 850

DaimlerChrysler Corporation, 653

Dairy Queen, 482

Davison Carecenters Inc., 719

Dell Computer Corp., 60,251, 704, 843, 844,
846, 847, 849, 853, 859, 946

Dell Financial Services, 441

Deloitte & Touche, 44, 564

Delta Airlines, 96,451, 1124

Denny’s, 906

Dick’s Sporting Goods, 852

Digital Equipment, 843, 858

The Disney Company, 7,703, 889

Disneyland, 703

Disney World, 703

Dow Chemical, 931

Duke Energy Co.,977,1061, 1062, 1065, 1077

Dunkin’ Donuts Inc., 23,906

DuPont, 646, 647,931

E

Eastman Kodak Company, 372,732

Eli Lily, 348

Enron Corp., 7,29, 624,817, 847

Ernst & Young, 564

ESPN, 456, 483,703

Ethan Allen, 1162

Excelsior Inn, 355

ExxonMobil Corporation, 10, 262, 483, 582,
889, 930, 931

F

FedEx, 846

Fidelity Investments, 49, 50, 860

First Bank, 407

FlightServe, 988, 1014

Florida Citrus Company, 812

Ford Motor Company, 4, 11,201, 262-263,
568-572, 582, 850, 945,957,982, 995, 1077,
1162

COMPANY INDEX

G

Ganong Bros. Ltd., 1013

GE, see General Electric

General Dynamics, 839

General Electric (GE), 7,209, 348, 482, 483,
497,570, 697,947

General Mills, 5, 23, 445,789, 930

General Motors (GM), 6,7, 10,198, 421, 510,
574,744,789, 816, 821, 846, 889-890, 947,
1159,1162

Gillette Company, 703, 728

Glassmaster Co., 1150-1151

Global Crossing, 847

GM, see General Motors

Goldman Sachs, 11

Google, 11,29, 570,576,995

Gulf Oil, 574

H

Hanes Company, 512,714

Harley-Davidson, 946

HealthSouth, 7

Hendredon Furniture, 407

Hershey Foods Corp., 608

Hertz Car Rental, 437, 657, 1002

Hewlett-Packard (HP), 843, 846, 849, 947,
1124,1159

Hilton Hotels Corporation, 441, 860, 977

Home Depot, 4,251,276, 440

Honda, 995

Howard Johnson, 703

HP, see Hewlett-Packard

H&R Block, 931

I

IBM, 457,570, 574n.2, 593, 847, 889

Ice Rink Events, 931

1D Edwards, 304

Imaginarium, 703

Intel, 570, 931, 945

InterContinental, 441

International Harvester, 3

International Outsourcing Services,
LLC, 55

Intuit Inc., 301, 303

IT&T,2

J

J.C. Penney Company, Inc., 399, 424,735,
792-794,799, 800, 802-808

Jiffy Lube, 931

John Deere Capital Corporation, 441

Jostens, Inc., 1124

J.P. Morgan Leasing, 441

K

Kaiser Permanente, 931

Kellogg Company, 4, 5, 12,29, 588, 659, 889,
930, 937,939-945, 982

Kids “R” Us, 703

Kinko’s Print Shop, 957

Kmart Stores, 200, 793, 804, 811,
1193-1194

Kohl!’s Corporation, 735

KPMG, 564, 847

Kraft Foods, 55, 697

Kroger Co.,201-202, 516, 804
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I-2 Company Index

L

Ledgers, 58-61

Leslie Fay Cos., 297

Lockheed Martin Corporation, 157,617
Louis Vuitton, 846

Lucent Technologies, 624, 847

M

McCabe Co., 801

McDonald’s Corporation, 9,454, 467,482,
570,608, 655,775,1110

McDonnell Douglas, 847

McKesson Corporation, 200, 297

Macy’s, 1077

Madison Square Garden, 1024

Manville Corp., 492

Marco Chemical Corp., 604—-605

Marcus Corporation, 167

Marriott Hotels, 441, 445,977, 1065

Massachusetts General Hospital, 976

MasterCard, 407

Mayo Clinic, 931

Merrill Lynch, 11

Microsoft Corporation, 6, 10,209, 438, 454,
483,582,730-731, 749, 821, 845,940,973

Mighty Ducks, 703

Minnesota Mining and Manufacturing
Company (3M), 422,516

Mod Fashions Corporation, 352

Moody’s Investment Service, 691

Morgan Stanley, 707

Morrow Snowboards, Inc., 203, 246

Motorola, 814, 847

N

NationsBank, 624

NBC, 483

Network Computing Devices Inc.,
1056-1057

New York Times, 1124

Nike Inc., 4,577, 608-609, 614,799, 847,977

Nissan Motors, 850

Nordstrom, Inc., 168, 408, 438, 826-827

Nortel Networks, 406, 808

North American Van Lines, 577

Northrop Grumman, 905

Northwest Airlines, 992

o

Office Depot, 200
Omnicom, 931

Oracle Corporation, 304, 749
Owens-Illinois, Inc., 459

P

PACE Membership Warehouse, 811

Papa John’s Pizza, 906

Parlex Corporation, 924-925

PayLess Drug Stores Northwest, 811

PepsiCo Inc., 3,6,43,55,77,88-89,97, 124,
140,177,193-194, 228, 243-244,262,279,
295-296,377,391,421, 432-433, 468,

480-481, 522-523, 555, 570, 576, 586, 593,
603, 605, 628, 638-639, 678, 690691, 715,
726,768,786,793, 822, 837-838, 931,
Al-A34

Phillip Morris, 483, 697

Pilgrim’s Pride, 215

Pizza Hut, 482

Positively-You.com, 1016-1018, 1020

Pratt and Whitney, 859

PricewaterhouseCoopers, 564

The Procter & Gamble Company, 167, 458,
459,483,577,703,728, 814, 852,1074

Prudential Real Estate, 11

Q

Quad Graphics, 889
Quaker Oats, 262, 957
Qualcomm, 574

R

Radio Shack, 72,92

Ramada Inn, 703

Razor & Tie Music, 526-528

Reebok, 577,584,977

Rent-A-Wreck, 437-440, 445, 454,
456, 460, 482

Republic Carloading, 162, 196

Rhino Foods, Inc., 144-146

Robert Half and Co., 30

Royal Dutch/Shell, 262,453,931

S

Safeway, 349, 804

Sage Software, 303

Salvation Army, 570

SAM’s CLUB, 266

Sanford, 1108-1110

SAP AG, 304

Sara Lee, 850

Sarbanes-Oxley Act (2002), 848

Schering-Plough, 847-848

Sears, Roebuck and Company, 199,399

Shell, 456

Siebel Systems, 1084

Smucker’s, 945

Southwest Airlines, 96, 104, 438, 976

Sports Illustrated, 488

Springfield Remanufacturing
Corporation (SRC),2-4

Starbucks, 29

Startheregoplaces.com, 30

Stephanie’s Gourmet Coffee and More,
344-346, 349, 352,354

Subway, 11

Superior Industries International, Inc., 1162

T

Taco Bell, 456,482,906

Target Corporation, 200,251, 364,469, 735,
834

TCBY Yogurt, 906

Tektronix Inc., 617-618

Texaco Oil Company, 421

3M, see Minnesota Mining and
Manufacturing Company

Tiffany & Co., 804

Timberland, 995

Time Warner, Inc., 7, 166, 483, 582, 694-697,
701-703

Toyota, 995

Toys “R” Us, Inc., 703

Toysrus.com, 703

Trek, 11

True Value Hardware, 251

Turner Broadcasting, 697, 701-703

Twentieth Century Fox, 98

U

U-Haul, 980

Unilever, 1125

Union Pacific Resources Group Inc., 1167
United Airlines, 7,104,976, 1124, 1126, 1152
United States Steel Corp., 982

United Stationers, 200

U.S. Trust, 95

USAIir, 653

US Bancorp Equipment Finance, 441
USX Corp., 653,930

\%

Van Meter Industrial, Inc., 606-607
Ventas Software, 72

Visa, 407, 408, 420, 422, 424, 431

W

Walgreens, 200

Wall Street Journal, 576

Wal-Mart Stores, Inc., 10, 198-200, 203-205,
251,252,266-267,276,298, 364,438, 570,
647,735,804, 834,860, 1125

Walt Disney Company, 621, 931

Walt Disney Productions, 23, 96, 483

Warner Brothers, 931, 957

Waste Management Company, 70

Welch Company, 860

Wendy’s, 438, 482

Western States Fire Apparatus, Inc.,
886-889, 898

Weyerhaeuser Co., 812

Whirlpool, 801

Whitehall-Robins, 396-397, 404

Willard & Shullman Group Ltd., 1020

WorldCom, Inc., 7,29, 95, 449, 624, 737,
817,847

X
Xerox, 95, 847
XM Satellite Radio Holdings, 1029

Y

Yahoo! Inc., 164-165, 493, 513, 731, 749
Yale Express, 162, 196

Young & Rubicam, 931

Yum Brands, 482
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A
ABC, see Activity-based costing
Absorption costing, 998
Accelerated-depreciation method, 447
Accounts, 50-54
chart of, 60-61
correct titles for, 56
permanent, 152-153
standard form of, 69
temporary, 152-153
Accounts payable, 12
as current liabilities, 486
for statement of cash flows, 756
transaction analysis for, 18
Accounts payable (creditors’) subsidiary
ledger, 305
Accounts receivable, 398-409
disposing of, 406408
recognizing, 399
for statement of cash flows, 755
valuing, 400-406
Accounts receivable (customers’) subsidiary
ledger, 305
Accounts receivable turnover ratio, 414
Accounting, 4-11
accrual- vs. cash-basis, 97
activities of, 4-5
assumptions in, 9-10
career opportunities in, 29-30
cost, 888-890
ethics in, 7-8
financial, 845
generally accepted accounting
principles, 8-9
managerial, 29-30. See also Managerial
accounting
payroll, 494-505
responsibility, see Responsibility accounting
users of accounting data, 6-7
Accounting cycle, 159-162, 534. See also
specific steps in cycle
Accounting equation, see Basic accounting
equation
Accounting information, in budgeting
process, 1018-1019
Accounting reports, 5. See also Financial
statements
Accounting systems (accounting information
systems), 302-322
cash payments journal, 317-319
cash receipts journal, 311-315
computerized, 302-305
general ledger, 302-303
manual, 305
purchases journal, 315-317
sales journal, 309-311
special journals, 308-321
subsidiary ledgers, 305-307
Accruals, 99-100
adjusting entries for, 107-112
expenses, 100,108-111
liabilities, 486
revenues, 100, 107-108
Accrual-basis accounting, 97
Accumulated depreciation, 165
Acid-test ratio, 801-802
Activity base, 897, 898

Activity-based costing (ABC), 859-860,
948-949, 953-955
Activity index (CVP), 976
Additions and improvements, 449
Adjustable interest rates, 655
Adjusted trial balance, 114-118,
149-150, 226
Adjusting entries, 99-113
in accounting cycle, 211-212
for accruals, 107-112
for deferrals, 100-107, 119-122
journalizing and posting, 112-113
for merchandising companies, 211-214
prior period, 618
types of, 99-100
on worksheet, 147-149, 225-226
from worksheets, 150, 152
Admission of partners, 546-550
Affiliated company, 702
Agents, of corporations, 571
Aggregated data, 5
Aging schedule, 404-405
Aging the accounts receivable, 404
Allowances:
purchase, 206
sales, 209
Allowance method, 401-406
Alternative accounting methods, 816
American Stock Exchange, 577
Amortization, 454-455
effective-interest method, 669-672
straight-line, 673-675
Analysis of information, 5
Annual rate of return, 1167-1168
Annual reports:
of The Coca-Cola Company, B1-B2
of PepsiCo, Inc., A1-A34
Annuities, present value of, 665-666, C5-C7,
D2-D3
Appel, Jennifer, 533
Arm’s-length transactions, 398
Articles of co-partnership, 532
Articles of incorporation, 573
Assets:
in accounting equation, 11-12
capital leases, 657-658
on classified balance sheet, 162-166
current, 164
depreciation of, 102-104
in double-entry system, 52
fixed, 165
intangible, 165-166, 454-459
natural resources, 453-454
of partnerships, 529
property, plant, and equipment, see
Plant assets
Asset turnover ratio, 459, 804
Assumptions in accounting, 9-10
Auditing, 29
Auditors, internal, 355
Audit trail, 304
Authorized stock, 575
Available-for-sale securities, 705, 707
Average collection period,
414-415, 802
Average-cost method, 258-259,
272-273

SUBJECT INDEX

B
Background checks, 355
Bad debts, see Uncollectible accounts
Balanced scorecard, 860, 1124-1126
Balanced Scorecard Institute, 1151
Balance sheet, 20-23
budget, 1034-1035
classified, 162-168
effect of cost flow methods on, 261
and errors in inventory accounting, 265
horizontal analysis of, 794-795
investments on, 708-710
merchandising and manufacturing costs
on, 855-856
for partnerships, 537-538
personal, 169
recovery of bad debts on, 402
stockholders’ equity section of, 587-589
transfer to worksheet, 226
unpaid notes payable on, 655
vertical analysis of, 797, 798
write-off of bad debts on, 402
Balsam, Craig, 526, 528
Banks, 364-372
for internal control, 364
reconciling bank account, 367-372
statements from, 365-367
writing checks, 365
Bank reconciliations, 364. See also
Reconciling bank accounts
Bankruptcy law, 643
Bank service charge, 366,371
Bank statements, 365-367
Barnum, PT., 8
Basic accounting equation, 11-20
assets and liabilities in, 11-12
owner’s equity in, 11-13
in transaction analysis, 14-19
Batch jobs, 888, 889
Bauer, Angela, 351
Bearer bonds, 646
Best-efforts contracts, 576n.3
Blank, Arthur, 4
Bonds, 644-654
converting into common stock,
653-654
discount/premium on, 649-650
issued for credit, 745
issuing, 646652
market value of, 648
present value of, 663-668, C7-C9
recording transactions with, 698-699
redeeming, 653
trading, 646—647
types of, 645-646
Bonds payable, 756, 764
Bond amortization, 669-672
effective interest method, 669-672
straight-line, 673-675
Bond indentures, 646
Bonding of employees, 355
Bond interest expense, 651
Bond issues, 646-652
at a discount, 650-651
at face value, 649
at a premium, 651-652
procedures for, 646

-3


http://www.PDFWatermarkRemover.com/buy.htm
http://downloadslide.blogspot.com

to download more slides, ebooks, and solution manual visit http://downloadslide.blogspot.com

I-4  Subject Index

Bonuses:
on admission of a partner, 548-550
as fringe benefits, 495
on withdrawal of a partner, 551-552
Bookkeeping, 5
Book (carrying) value, 104,442, 446, 650
Borick, Steve, 1162
Bowline, Lyle, 1016
Break-even analysis, 986-989
Break-even point, 986
Budgets, 1018
continuous 12-month, 1019
flexible, 1065-1072
standards vs., 1111
static, 1063-1065
Budgetary control, 1062-1072
flexible budgets, 1065-1072
static budgets, 1063-1065
Budgetary planning, 1018-1040
accounting information in, 1018-1019
budget balance sheet, 1034-1035
budget income statement, 1029-1031
cash budget, 1031-1034
direct labor budget, 1027-1028
direct materials budget, 1025-1027
financial budgets, 1031-1036
foundation for, 1019
and human behavior, 1020-1021
length of budget period, 1019
and long-range planning, 1021-1022
manufacturing overhead budget,
1028-1029
master budget, 1022-1023
for merchandisers, 1036-1037
in non-manufacturing companies, 1036-1037
for not-for-profit organizations, 1037
personal, 1038
process for, 1020
production budget, 1024-1025
sales and administrative expense budget, 1029
sales budget, 1023-1024
for service enterprises, 1037
Budgetary slack, 1021
Budget balance sheet, 1034-1035
Budget committee, 1020
Budget income statement, 1029-1031
Budget period, length of, 1019
Budget reports, 1062, 1065, 1070-1072
Buffett, Warren, 615, 790-792
Buildings, 440, 755
Burden, 850
Business documents, 55, 208
Business opportunities, 906
Business transactions, 14. See also
Transaction analysis
in double-entry system, 51-54
in partnerships, 534
purchasing, 203-208
sales, 208-211
By-laws of corporations, 573

C

Calendar years, 96-97

Callable bonds, 646

Capital:
corporate acquisition of, 571
owner’s, 13
working, 491

Capital budgeting, 1166-1175
annual rate of return, 1167-1168
cash payback, 1168-1169
discounted cash flow, 1170-1175
evaluation process in, 1167

Capital deficiency (partnership liquidation),
542-544
Capital expenditures, 449
Capital leases, 657-658
Capital ratios, for partnerships, 536
Capital stock, 587
Careers in accounting, 29-30
Car ownership, 460
Carrying value, see Book value
Carrying (book) value method, 654
Cash, 372
fraud and, 357
net change in, 745-746
reporting, 372
for statement of cash flows, 757
Cash-basis accounting, 97
Cash bonuses, 495
Cash budget, 1031-1034
Cash controls, 357-364
Cash disbursements, internal controls
for, 360-364
Cash discounts, 399
Cash dividends, 608-612
Cash equivalents, 372
Cash flows. See also Statement of cash flows
ability to generate, 732
classification of, 733-734
free, 748-749
Cash management, 1034
Cash payback, 1168-1169
Cash payments:
in direct method, 760-762
schedule of, 540-542
Cash payments (cash disbursements) jour-
nal, 317-319
Cash purchases, transaction analysis for, 15-17
Cash (net) realizable value, 401,411
Cash receipts:
in direct method, 760
internal controls for, 357-360
transaction analysis for, 18
Cash receipts journal, 311-315
Cash register tapes, 208
Cash withdrawals, transaction analysis for,
18-19
Castle, Ted, 144, 145
CEO (chief executive officer), 572
Certified public accountants (CPAs),29
Changes in accounting principle, 814
Channel stuffing, 816-817
Charter, corporate, 573
Chart of accounts, 60-61
Checks:
altered, 351
for payroll, 500
writing, 365
Check register, 361
Chenfield, Cliff, 526, 528
Chief executive officer (CEO), 572
China, 165, 530
Claims, fictitious, 350
Classified balance sheet, 162-168
investments on, 710-711
for merchandising companies, 214,
217-218
Closely held corporations, 570. See also
Privately held corporations
Closing entries:
in accounting cycle, 212
for merchandising companies, 212
for partnerships, 534-535
posting, 155-156
preparing, 153-155

Closing the books, 152-159
post-closing trial balance, 157-159
posting closing entries, 155-156
preparing closing entries, 153-155
with virtual closes, 157
CM (credit memorandum), 367
Code of ethics, 624, 848
Collaboration, 1074
Collusion, 356
Commercial substance (exchanges), 464
Common-size analysis, 797. See also Vertical
analysis
Common stock, 574, 579-582
allocating cash dividends to, 610-611
converting bonds into, 653-654
earnings per share for, 622
no-par value, 580
par value, 579-580
for services or noncash assets, 580-581
for statement of cash flows, 756, 764
Communication, 5, 348
Competitive environment, 858
Components, make-or-buy decisions for,
1159-1160
Compound entries, 57
Compound interest, C2, D2
Comprehensive income, 710, 814-815
Computerized accounting systems, 302-305
Computer-system tampering, 304
Conservatism, 263
Consigned goods, ownership of, 253
Consistency principle, 262
Consolidated financial statements, 702-703
Construction of buildings, 440
Consumerism, 198
Contingent liabilities, 491-494
Continuous 12-month budgets, 1019
Contra accounts:
for assets, 103-104
for bonds at a discount, 650
for revenue, 209, 210
for stockholders’ equity, 583
Contractual interest rate, 646, 649
Contributed capital, 587. See also Paid-in
capital
Contribution margin per unit (CVP
analysis), 985, 987,990, 1166
Contribution margin ratio (CVP analysis),
985-987, 990
Control, internal, see Internal control
Control accounts, 305-306, 893
Control environment, 348
Controllability of items, 1071
Controllable margin, 1079, 1082
Controllable revenues/costs, 1074
Controllable variance (overhead), 1121,
1133-1134
Controllers, 572
Controlling interest, 702
Convertible bonds, 646, 653-654
Co-ownership of property, 529
Copyrights, 455
Corporate capital, 577-578
Corporations, 10, 570-579
characteristics of, 571-573
corporate capital, 577-578
forming, 573-574
owner’s equity accounts in, 168
ownership rights of stockholders, 574-575
reasons for investing, 696-697
stock issues, 575-577. See also Stock
subchapter S, 530
Correcting entries, 160-162, 370
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Cost(s):
in computation of depreciation, 443
controllable vs. noncontrollable, 1074
of copyrights, 455
depreciable, 444
factory labor, 892, 895-896
fixed, see Fixed costs
freight, 205, 223
in incremental analysis, 1158
inventoriable, 851
labor, 850, 892, 895-896, 932-934
line, 449
in managerial accounting, 849
manufacturing, see Manufacturing costs
material, 932-934
materials, 850, 892, 894-895
mixed, 980-982
in noncash transactions, 581
non-recurring, 814
opportunity, 1160-1161
organization, 574
of patents, 455
period, 851-852
for plant assets, 439-442
product, 850-852
research and development, 457-458
standard, see Standard costs
unit production, 942
variable, 977, 1028, 1068
warranty, 492
Cost accounting systems, 888-890
Cost behavior analysis, 976-983
Cost centers, 1077, 1078
Cost drivers, 948
Cost flows:
in merchandising companies, 201-203
in process vs. job order cost systems, 932
Cost flow assumptions/methods:
average-cost, 258-259
effects of, 260-261
first-in, first-out, 255-257
in inventory costing, 255-263
last-in, first-out, 257-258
in perpetual inventory systems, 271-274
Costing, inventory, 254-263
consistency principle in, 262
cost flow assumptions, 255-262
lower-of-cost-or-market, 262-263
specific identification method, 254-255
Cost method:
for stock investments, 700
for treasury stock, 582-583
Cost of goods manufactured, 852-854
Cost of goods manufactured schedule, 854
Cost of goods purchased, 852
Cost of goods sold, 200-202, 221-222, 901
Cost principle (historical cost principle),
9,439
Cost reconciliation schedule, 943
Cost-volume-profit (CVP) analysis,
983-997
break-even analysis, 986-989
and changes in business environment,
992-993
CVP income statement, 984-986, 993-994
margin of safety, 991
target net income, 989-991
Cost-volume-profit (CVP) graph, 988-991
Cost-volume-profit (CVP) relationships,
976-983
cost behavior analysis, 976-983
fixed costs, 977-978
identifying cost types in, 982-983

mixed costs, 980-982
relevant range in, 978-980
variable costs, 977
Coupon bonds, 646
Covenants, 660
CPAs (certified public accountants), 29
Credits, 51-54, 68
Credit agreements, 399
Credit balance, 51
Credit cards, 407-408, 416, 485
Crediting accounts, 51
Credit losses, 400
Credit memorandum (CM), 367
Creditors, 12
Creditors’ subsidiary ledger, 305
Credit purchases, 15-17,315-316
Credit terms, 206
Cross-footing a journal, 314
Cumulative dividends, 587
Current assets, 164, 740-742
Current liabilities, 486-491
bond interest payable, 649
on classified balance sheet, 166-167
current maturities of long-term debt, 489
leases, 658
noncash, 740-743
notes payable, 486-487
order of listing, 490
sales taxes payable, 487488
statement presentation and analysis, 490491
unearned revenues, 488-489
Current ratio, 491, 800-801
Current replacement cost, 263
Customers, as external users, 7
Customers’ subsidiary ledger, 305
Cutoff rate, 1168
CVP analysis, see Cost-volume-profit
analysis
CVP graph, see Cost-volume-profit graph
CVP income statement, 984-986, 993-994
CVP relationships, see Cost-volume-profit
relationships

D
Days in inventory, 267, 803
Debenture bonds, 646
Debits, 51-54, 68
Debit balance, 51
Debiting accounts, 51
Debit memorandum (DM), 366, 367
Debt covenants, 660
Debt investments, 698-699
Debtors’ prison, 642-643
Debt to total assets ratio, 659, 807-808
Decentralized companies, 1073
Decisions, social impact of, 160. See also
Management decision-making
Declaration date (cash dividends), 609
Declining-balance depreciation, 446448
Deferrals, 99-100
adjusting entries for, 100-107, 119-122
alternative treatment of, 119-122
basic relationships for, 122
Defined-benefit plans, 510
Defined-contribution plans, 510
Depletion (natural resources), 453
Depreciable cost, 444
Depreciation:
accumulated, 165
adjusting entries for, 102-104
computing, 443
declining-balance method, 446448
in direct method, 762

Subject Index I-5

and income taxes, 443
of plant assets, 442-449
recognizing, 443
revising estimates of, 448-449
for statement of cash flows, 756
straight-line method, 444-445, 447-448
units-of-activity method, 445-448
Depreciation expense, 739-740
Depreciation schedule, 444-445
Differential analysis, 1167. See also
Incremental analysis
Direct fixed costs, 1078-1079
Direct labor, 850
Direct labor budget, 1027-1028
Direct labor price standard, 1113
Direct labor quantity, 1113
Direct labor variances, 1119-1121
Direct materials, 850
Direct materials budget, 1025-1027
Direct materials price standard, 1112-1113
Direct materials quantity standard,
1113-1114
Direct materials variances, 1116-1119
Direct method (statement of cash flows),
737,758-764
investing and financing activities, 763-764
net change in cash, 764
operating activities, 759-763
Direct write-off method, 400-401
Disbursements, 347, 360-364
Disbursements journal, 317-319
Disclosure, of contingent liabilities, 493
Discontinued operations, 811-812
Discounts:
bond, 649-651, 669-671, 673-674
cash, 399
purchase, 206-207
sales, 210
Discounted cash flow method, 1170-1175
Discounting, time value of money and, C7
Discount period, 206-207
Discount rate, 1171
Dishonored notes, 412-413
Disposal:
of accounts receivable, 406-408
of notes receivable, 412413
of plant assets, 450453
of treasury stock, 584-585
Divestments, owner’s drawings as, 19
Dividends, 608-614
ability to pay, 733
cash, 608-612
on preferred stock, 586-587
stock, 612-614
from stock investments, 700, 702
Dividends in arrears, 587
DM, see Debit memorandum
Documentation procedures, 352
Dollar signs, use of, 70
Donnelly, Bobbi Jean, 354
Dot-coms, 94
Double-declining-balance method, 446-447
Double-entry system, 51-54
Double taxation, 573
Drawings (by owners), 13,19, 52-53
Dual posting, 320
Duties:
rotating, 355
segregation of, 350-351

E
Earnings, quality of, 815-817
Earnings per share (EPS), 622, 806
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-6  Subject Index

Earnings statement, 22. See also Income
statement
Earning power, 811
Economic entity assumption, 9-10
Edmondson, David, 72,92
Education, worth of, 1176
Effective-interest amortization, 669—-672
Electronic funds transfers (EFTs), 371
Electronic spreadsheets, 146. See also
Worksheets
Employee compensation, see Payroll
accounting
Employee earnings record, 498-499
Employee theft, 268
Employer payroll taxes, 501-503
The End of Work (Jeremy Rifkin), 198
Enterprise resource planning (ERP)
systems, 304
Envelope budgeting, 1106
EPS, see Earnings per share
Equal Employment Opportunity Act, 1110
Equipment:
cost of, 440-441
retaining vs. replacing, 1163-1164
for statement of cash flows, 755-756, 763
Equity method (stock investments), 701
Equivalent units, 936-939, 941
ERP (enterprise resource planning)
systems, 304
Errors, 49
in bank accounts, 368
correcting entries for, 160-162
inventory, 263-265
irregularities vs., 69
in trial balances, 70
Estimating:
depreciation, 448-449
inventories, 274-277
uncollectible accounts, 401-405
Ethics issues:
appearance of liquidity, 166
arm’s-length transactions, 398
artificial increasing cash flow, 737
available-for-sale securities, 707
backdating sales, 108
changes in accounting principle, 814
comparing cash from operations to net
income, 733
computer-system tampering, 304
credit agreements, 399
discounted future cash flows, 1171
documentation control, 895
and economic entity assumption, 9
employee theft, 347
errors in statements, 161
expectations for EPS, 622
financial aid applications, 25
in financial reporting, 7-8, 209
fraudulent disbursements, 347
fraudulent documents, 55
inventory fraud, 264
inventory overstatement, 253
lease accounting, 658
length of workday, 905
in managerial accounting, 847-849

manipulating current ratio/cash balance, 800

meeting standards, 1112
minimizing debt reported, 646
motivating employees, 495
non-owner managers, 572
overstating market value, 707
partnership agreements, 532
partnership liquidations, 539

in personal financial reporting, 25
petty cash funds, 364
purchase price allocation, 442
in recording transactions, 70
salad oil company fraud, 252
social impact of decisions, 160
software for fraud control, 304
specific identification method, 255
standards of conduct for management
accountants, E1-E2
telecommunications to remote areas, 858
temporary employees, 859
treasury stock purchase, 583
unrealistic budgets, 1021
Eurich, Beecher, 929
Europe, accounting in, 51
European Union, 9
Evaluation of companies, 748-750. See also
Financial statement analysis
Exchange of plant assets, 464—-465
Expenses:
accrued, 100, 108-111
in double-entry system, 53—-54
owner’s equity decrease from, 13
payroll, 500
prepaid, 100-104, 119-121, 755
recognizing, 97-98
on single-step income statement, 217
transaction analysis for, 17
Expense reports, fraudulent, 354
External transactions, 14
External users, 6-7
Extraordinary items, 712-814

F

Face value:
of bonds, 646, 649, 664-665
of notes, 411

Factors, 407

Factory labor costs, 892

Factory overhead, 850

FAFSA (Free Application for Federal
Student Aid), 25

Fairbanks, Lawrence, 351

Fair Labor Standards Act, 1110

Fair value, 704-705

FASB, see Financial Accounting Standards
Board

FBI (Federal Bureau of Investigation), 30

Federal Insurance Contribution Act
(FICA), 496

Federal Trade Commission, 7

Federal unemployment taxes, 501, 502

Federal Unemployment Tax Act (FUTA), 502

Fees, 494

FICA (Federal Insurance Contribution Act),

496

FICA taxes, 495-496, 501, 502

FIFO, see First-in, first-out

Financial accounting, managerial accounting
vs., 845

Financial Accounting Standards Board
(FASB), 8,9

Financial budgets, 1022, 1031-1036

Financial calculators, D1-D3

Financial literacy, 3

Financials (Oracle), 304

Financial statement analysis, 792-818
changes in accounting principle, 814
comprehensive income, 814-815
earning power, 811
horizontal, 793-797
irregular items, 811-815

need for, 792-793
quality of earnings, 815-817
ratio, 799-809
vertical, 797-799
Financial statements, 5,20-27. See also
individual statements
from adjusted trial balance, 115-117
balance sheet, 20-23
consolidated, 702-703
current liabilities on, 490-491
depreciation on, 103-104
effect of cost flow methods on, 260-261
income statement, 20-22
intangible assets on, 458-459
inventories on, 265-267
investments on, 704-712
long-term liabilities on, 658-660
manufacturing costs in, 852-857
for merchandising companies, 214-219
monthly, 893
natural resources on, 458
owner’s equity statement, 20-22
partners’ capital statement, 537
for partnerships, 537-538
plant assets on, 458-459
receivables on, 414-415
statement of cash flows, 20, 21, 23-24
stockholders’ equity on, 587-589, 620-623
time periods for, 96
from worksheets, 150, 151
Financing activities, 733-734, 744-745,
763-764
Finished goods inventory, 250, 900-901
First-in, first-out (FIFO), 255-257,261,262,
271,816
First-in, still here (FISH), 257
Fiscal year, 96-97
FISH (first-in, still here), 257
Fixed assets, 165, 438. See also Plant assets
Fixed costs:
in CVP,977-978
in flexible budget, 1068
in manufacturing overhead budget, 1028
for profit centers, 1078-1079
static budget reports for, 1065
Fixed interest rates, 655
Fixed ratios (income), 535-537
Flexible budgets, 1065-1072
case study of, 1068-1070
developing, 1067-1068
and management by exception, 1071-1072
uses of, 1065-1067
Flexible budget reports, 1070-1072
FOB (free on board), 205
FOB destination, 205, 252
FOB shipping point, 205,252
Footing a journal, 314
Ford, Henry, 568-569
Forensic accounting, 30
For-profit corporations, 570
401(k) plans, 510
Franchises, 456, 906
Fraud, 346-348, 847
altered checks, 351
cash as susceptible to, 357
fake expense reports, 354
fake invoices, 351
fictitious claims, 350
and forensic accounting, 30
in hotel housekeeping, 355
inventory, 264
involving payroll, 504-505
reimbursement requests, 352
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by salad oil company, 252
sales commissions, 352
software controls for, 304

Fraud triangle, 346-347

Free Application for Federal Student Aid
(FAFSA), 25

Free cash flow, 748-749

Free on board (FOB), 205

Freight costs, 205,223

Freight-in, 223

Fringe benefits, 502, 506, 509-511. See also
Payroll accounting

Frugali, Maureen, 350

Full costing, 998

Full disclosure principle, 493, 734

FUTA (Federal Unemployment Tax Act), 502

G
GAAP, see Generally accepted accounting
principles
Gains, 451452, 539, 705, 709-710, 812
Geneen, Harold, 2
General journal, 55-57
adjusting entries in, 112-113
closing entries in, 153, 155
effects of special journals on, 320-321
posting to ledger from, 59-60
General ledger, 58-61
chart of accounts in, 60-61
control account in, 305-306
and post-closing trial balance, 157-159
posting to, 59-60, 309-310
standard form of account in, 69
General ledger accounting systems,
302-303
Generally accepted accounting principles
(GAAP),8-9
for allowance method, 401
and inventory writedowns, 263
and quality of earnings, 815, 816
for revenue/expense recognition, 98
General partners, 531
Gift cards, accounting for, 106
Goods in transit, ownership of, 252-253
Goodwill, 165, 454, 456-457
Government accounting careers, 30
Governmental budgets, 1037
Graham, Benjamin, 791
Great Plains Accounting (software), 341
Gross earnings, 495
Gross profit, 214-215
Gross profit method, 275-276

H
Health insurance, 506, 510-511
Held-to-maturity securities, 705
High-low method (CVP), 980-982
Honored notes, 412
Horizontal analysis, 793-797
Human behavior:
budgetary planning and, 1020-1021
and performance evaluation, 1083-1084
Human resource controls, 355
Hurdle rate, 1168
Hybrid vehicles, 995

I

IASB (International Accounting Standards
Board), 9

Ideal standards, 1112

Identification of economic events, 4-5

Identity theft, 373

iGAAP,9

IMA, see Institute of Management
Accountants
IMA Statement of Ethical Professional
Practice, 848
Imprest system, 362
Improper recognition, 816-817
Inc. Magazine, 906
Incentives, creating, 847-848
Income from operations, 215-216
Income ratios, 535-536, 540
Income statement, 20-22
budget, 1029-1031
CVP, 984-986, 993-994
effect of cost flow methods on, 260-261
and errors in inventory accounting, 263-264
horizontal analysis of, 795-796
merchandising and manufacturing costs
in, 852-855
for merchandising companies, 214-217
multiple-step, 214-217
stockholders’ equity on, 621-623
transfer to worksheet, 226
variances on, 1123
vertical analysis of, 797-790
Income taxes:
on corporation income statements, 621-622
for corporations, 573
and depreciation, 443
payroll deductions for, 495-497
Income taxes payable, 742,756
Incremental analysis, 1156-1166
for accepting an order at a special price,
1158-1159
for allocating limited resources, 1165-1166
for eliminating unprofitable segments,
1164-1165
for making vs. buying, 1159-1162
management decision-making process in,
1156-1158
for retaining vs. replacing equipment,
1163-1164
for selling vs. processing further, 1162-1163
types of decisions involving, 1158
Indefinite life, 454
Independent contractors, 494
Indirect fixed costs, 1079
Indirect labor, 850
Indirect manufacturing costs, 850
Indirect materials, 850
Indirect method (statement of cash flows),
737-748
investing and financing activities, 744-745
net change in cash, 745-747
operating activities, 739-744
worksheet for, 752-757
Industry averages (norms), 793
Information, for internal control, 348
Institute of Management Accountants
(IMA), 848, 883,925
Insurance:
adjusting entries for, 102
health, 506, 510-511
Intangible assets, 454-459
accounting for, 454-457
on classified balance sheet, 165-166
and research and development costs,
457-458
statement presentation and analysis of,
458-459
Intercompany comparisons, 793
Interest, 109, C1-C2
accrued, 109-110
on bonds, 645, 698

Subject Index I-7

on buildings, 440
compound, C2
on notes receivable, 411
to partners, 536-537
on partners’ capital, 536
simple, C1-C2
Interest coverage, 808
Interest payments (annuities), 665-666
Interest rates:
for bonds, 646, 649
for mortgages, 655
shopping for, 656
Internal auditors, 355
Internal control, 346-372
with accounting software, 304
components of, 348
and fraud, 346-348
limitations of, 356
over cash, 357-364
for payroll, 504-505
principles of, 349-355
by using banks, 364-372
Internal rate of return (IRR) method,
1173-1174
Internal Revenue Service (IRS), 7,30, 448,
504,523
Internal transactions, 14
Internal users, 6
International Accounting Standards Board
(IASB),9
Interpretation of information, 5
Intracompany comparisons, 793
Inventoriable costs, 851
Inventory(-ies), 250-267
cost flow methods, 271-274
costing, 254-263
determining quantities, 251-253
errors in accounting for, 263-265
estimating, 274-277
in financial statements, 265-267
for manufacturing companies, 250,
855-856
for merchandising companies,
855-856
periodic system for, 202, 203
perpetual system for, 201-203, 271-274
for statement of cash flows, 755
Inventory turnover, 266,267, 802-803
Investing activities:
cash flows from, 733, 734
direct method for, 763-764
indirect method for, 744-745
noncash, 734
Investment centers, 1077, 1080-1083
Investment portfolio, 699
Investments, 696712
on classified balance sheet, 164-165
debt investments, 698-699
by owner, 13-15
in partnerships, 547-550
reasons for making, 696-697
short-term, 708-709
stock investments, 699-704
valuing and reporting, 704-712
Invoices:
fake, 351
purchase, 203-204
sales, 208
Irregular items, 811-815
Irregularities, 69
IRR method, see Internal rate of return
method
IRS, see Internal Revenue Service
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I-8 Subject Index

J
JIT inventory, see Just-in-time inventory
JIT processing, see Just-in-time processing
Job cost data, reporting, 903-905
Job cost sheet, 893, 894
Job order cost flow, 890-903
accumulating manufacturing costs,
890-893
assigning costs to cost of goods sold, 901
assigning costs to finished goods, 900-901
assigning manufacturing costs to work in
process, 893-900
Job order costing, 888-908
cost accounting systems, 888-890
job order cost flow, 890-903
reporting job cost data, 903— 905
Job order cost systems, 888-889, 931
process cost systems vs., 931-933
standard cost accounting system with,
1130-1132
Johnson, Matthew, 808
Journalizing, 56
adjusting entries, 112-113, 152
for bonds, 647
cash payments transactions, 317-319
cash receipts transactions, 312-314
closing entries, 153-155
credit purchases, 315-316
credit sales, 309
illustration of, 67-68
special journals for, 308
with standard cost accounting system,
1130-1132
Journals, 55-57. See also General journal
cash payments (disbursements), 317-319
cash receipts, 311-315
cross-footing, 314
footing, 314
posting to, see Posting
purchases, 315-317
sales, 309-311
simple and compound entries in, 57
special, see Special journals
Just-in-time (JIT) inventory, 251, 859
Just-in-time (JIT) processing, 946-947

K
Knight, Phil, 4

L
Labor costs, 850, 892, 895-896, 932-934
Labor unions, as external users, 7
Labor variances:
direct, 1119-1121
price, 1120-1121
quantity, 1119-1121
total, 1119
Land, 439, 442,755,763
Land improvements, 439-440
Last-in, first-out (LIFO), 257-258, 261,
262,272,816
Last-in, still here (LISH), 256
LCM, see Lower-of-cost-or-market method
Leases, 656-658
Leasing, 441
Ledgers. See also General ledger; Subsidiary
ledgers
proving, 311,315
with standard cost accounting system, 1132
Leveraging, 805
Liabilities (financial):
in accounting equation, 11-12
accrued, 108

on classified balance sheet, 162-163,
166-167
contingent, 491-494
current, 166167, 486-491
in double-entry system, 52
long-term, 167. See also Long-term
liabilities
payroll, 500
Liability (legal), in partnerships, 529-530
Licenses, 456
Life insurance benefits, 510-511
Life of a corporation, 571-572
LIFOQ, see Last-in, first-out
LIFO conformity rule, 261
Limited liability, 10, 529-530, 571
Limited liability companies (LLCs), 530, 531
Limited liability partnerships (LLPs), 530, 531
Limited life, 454
Limited partners, 531
Limited partnerships (Ltd., LP), 529-531
Line costs, 449
Liquidating dividends, 608
Liquidation:
of partnerships, 538-544
of preferred stocks, 587
Liquidity, 166, 167
defined, 490
listing current liabilities in order of, 490
of receivables, 414
short-term creditor interest in, 792
Liquidity ratios, 800-803
LISH (last-in, still here), 256
LLCs, see Limited liability companies
LLPs, see Limited liability partnerships
Long-range planning, budgetary planning
and, 1021-1022
Long-term debt, 489, C7-C9
Long-term debt due within one year, 489
Long-term investments, 164165, 709
Long-term liabilities, 644—-662
bonds, 644-654
on classified balance sheet, 167
on financial statements, 658-660
leases, 656658
notes payable, long-term, 654-656
Losses:
from discontinued operations, 812
on disposal of plant assets, 451,452
realized, 539, 709-710
on sale of equipment, 740
unrealized, 705, 709-710
Lower-of-cost-or-market method (LCM),
262-263
Lowry, Ellen, 355
LP, see Limited partnerships
Ltd., see Limited partnerships

M

Machine time used, 934

MACRS (Modified Accelerated Cost
Recovery System), 448

Mail receipts, cash, 359-360

Make-or-buy decisions, 1159-1160

Maker (promissory notes), 409

Management accountants, ethical conduct
for, E1-E2

Management accounting, see Managerial
accounting

Management by exception, 1071-1072

Management consulting, 29

Management decision-making:
for accepting an order at a special price,

1158-1159

for allocating limited resources, 1165-1166
for eliminating unprofitable segments,
1164-1165
financial and nonfinancial information in,
1157
incremental analysis for, 11561158
for making vs. buying, 1159-1162
process for, 1156-1158
for retaining vs. replacing equipment,
1163-1164
for selling vs. processing further, 1162-1163
Management of corporations, 572
Managers, functions of, 846-847
Managerial accounting, 29-30, 844-864
activities in, 844
business ethics in, 847-849
cost concepts in, 849
financial accounting vs., 845
managers’ functions in, 846-847
manufacturing costs, 849-850, 852-857
practices of, 858-860
product vs. period costs, 851-852
service-industry trends, 858
Mann, Bruce, 643
Manual accounting systems, 305
Manufacturing companies, 849
classifying inventory in, 250
process cost systems for, 930-931
units-of-activity depreciation for, 445
Manufacturing costs, 849-850. See also Job
order cost flow; Process cost system
accumulating, 890-893
assigning, to work in process, 893-900
in financial statements, 852
in income statement, 852-855
in job order cost system, 932
journal entries for, 933-934
in process cost system, 932-936
Manufacturing overhead, 850, 892-893,
896-899
under activity-based costing, 953-954
journal entries for, 933, 934
process vs. job order cost systems for, 932
under- or overapplied, 904-905
Manufacturing overhead budget, 1028-1029
Manufacturing overhead variance, 1121-1122
Margin of safety, 991
Margin of safety ratio (CVP), 991
Marketable securities, 708-709
Market interest rate, 649
Market value, 9,104
of bonds, 648
of stock, 576
Marshall, John, 570
Master budget, 1022-1023
Matching principle, 97-98
Materials, sell-vs.-processing further
decisions for, 1162-1163
Materials costs, 850, 892, 894-895
journal entries for, 933, 934
process vs. job order cost systems for, 932
Materials variances:
direct, 1116-1119
price, 1118
quantity, 1118
Materiality, 449-450, 1071
Materiality principle, 450
Maturity date:
for bonds, 653
for notes receivable, 410
Medicare deductions, 496
Members (LLCs), 530
Merchandise purchases budget, 1036-1037
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Merchandising companies, 200-220, 849
adjusting entries for, 211-214
budgetary planning for, 1036-1037
closing entries for, 212
cost of goods in, 853, 855, 856
flow of costs in, 201-203
forms of financial statements for, 214-219
operating cycles in, 201
periodic inventory system for, 221-224
recording purchases of merchandise, 203-208
recording sales of merchandise, 208-211
worksheet for, 225-226

Merchandising profit, 215

Minimum rate of return, 1168

Mintenko, Stephanie, 344-345

Mixed costs, in CVP, 980-982

Modified Accelerated Cost Recovery
System (MACRS), 448

Monday Night Football, 456

Monetary unit assumption, 9

Monitoring, for internal control, 348

Morris, Robert, 643

Mortgages, 655

Mortgage bonds, 645

Motion Picture Association of America, 1083

Moving-average method, 272-273

Multiple-step income statement, 214-217

Murdock, Wilbert, 484-486

Mutual agency, in partnerships, 528-529

N
NASDAQ, 577
“National income,” 498
Natural resources, 453-454, 458
Net annual cash flow, 1168-1169,1171-1173
Net cash from operating activities, net
income vs., 735
Net change in cash:
direct method, 764
indirect method, 745-746
Net income, 22
converting from accrual to cash basis, 737,
739-744,759-763
on multiple-step income statement, 215
net cash from operating activities vs., 735
for partnerships, 529, 534-537
on worksheet, 150
Net losses, 22
closing entry for, 616-617
for partnerships, 529, 534-537
on worksheet, 150
Net pay, 497-498
Net present value (NPV) method, 1171-1173
Net (cash) realizable value, 401
Net sales, 215
Net 30,206
Net worth, 169
New York Stock Exchange (NYSE), 576,577
No capital deficiency (partnership
liquidation), 539-542
Nominal accounts, 152. See also Temporary ac-
counts
Noncash activities, 734
Noncash current assets, changes to, 740-742
Noncash current liabilities, changes to,
740-743
Noncontrollable revenues/costs, 1074
Non-manufacturing companies, budgetary
planning for, 1036-1037
Nonoperating activities, on multiple-step
income statement, 215-217
Non-recurring charges, 814
No-par value stocks, 577, 580

Normal balances, in double-entry system, 52
Normal capacity, 1114
Normal range, see Relevant range
Normal standards, 1112
Notes payable, 12
as current liabilities, 486487
long-term, 654-656
present value of, C7-C9
Notes receivable, 398, 409-413
computing interest on, 411
disposing of, 412-413
maturity date for, 410
recognizing, 411
valuing, 411-412
Not-for-profit corporations/organizations,
570,1037,1110
Not sufficient funds (NSF) checks, 367,371
NYSE, see New York Stock Exchange

(0]
Obsolescence, 443
Off-balance-sheet financing, 658
O’Leary, George, 72
Olympic Games, 1034
Open-book management, 3
Operating activities, 217
cash flows from, 733, 734
direct method, 759-763
indirect method, 733,735, 739-744
Operating budgets, 1022
Operating cycles, 164, 201
Operating expenses, on multiple-step income
statement, 215
Operating leases, 657
Operations costing, 945
Opportunity cost, 1160-1161
Order of magnitude, for current liabilities, 490
Ordinary repairs, 449
Organization costs, 574
Orr, Mike, 1109
Other expenses and losses, for merchandis-
ing companies, 216
Other receivables, 398
Other revenues and gains, for merchandising
companies, 216
Overbilling, 905
Overhead:
under activity-based costing, 953-954
journal entries for, 933,934
manufacturing, 850, 892-893, 896-899,
904-905
process vs. job order cost systems for, 932
standard predetermined, 1114
Overhead variances, 1133-1134
controllable, 1121, 1133-1134
manufacturing, 1121-1122
total, 1121
volume, 1121, 1134
Over-the-counter cash receipts, 357-359
Over-the-counter stock trades, 577
Owner’s capital, 13, 52-53
Owner’s equity. See also Corporate capital
in accounting equation, 11-13
on classified balance sheet, 162,163, 167-168
decreases in, 13
in double-entry system, 52-54
increases in, 12-13
Owner’s equity statement, 20-22
Ownership of goods, 252-253
Ownership rights:
in corporations, 570, 571
preemptive, 574
of stockholders, 574-575
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P

Pacioli, Luca, 5n.2

Paid absences, 509

Paid-in capital, 578, 587, 608

Paid-in capital in excess of par value, 580

Paper (phantom) profit, 261

Parent company, 702

Participative budgeting, 1020-1021

Partners, 531
admission of, 546-550
withdrawal of, 550-552

Partners’ capital statement, 537

Partnerships, 10, 528-553
admission/withdrawal of partners, 546-552
advantages and disadvantages of, 530-532
characteristics of, 528-529
dividing net income/net loss, 534-537
financial statements for, 537-538
forming, 533-534
liquidation of, 538-544
owner’s equity account in, 167-168
partnership agreements, 532
types of, 529-530

Partnership agreements, 532

Partnership dissolution, 529

Partnership liquidation, 538-544
capital deficiency, 542-544
no capital deficiency, 539-542
realization for, 539

Par value, 577, 579-580

Patents, 455

Payee (promissory notes), 409

Payment date (cash dividends), 610

Payout ratio, 807

Payroll accounting, 494-505
determining payroll, 495-498
employer payroll taxes, 501-503
filing/remitting payroll taxes, 503-504
internal control for, 504-505
recording payroll, 498-501

Payroll deductions, 495-497

Payroll processing centers, 500

Payroll register, 499-500

Payroll taxes, 501-504

Payroll tax expense, 502

PCAOB (Public Company Accounting
Oversight Board), 348

Peachtree, 302,303

Pensions, 510

P/E (price/earnings) ratio, 622n.3

Percentage of receivables basis
(uncollectibles), 403-405

Percentage of sales basis (uncollectibles),
403-404

Performance evaluation, 1083-1084

Period costs, 851-852

Periodic inventory systems, 202, 203,
221-224,251

Periodicity assumption, 96. See also Time
period assumption

Permanent accounts, 152-153, 158

Perpetual inventory systems, 201-203
in cost accounting systems, 888
cost flow methods in, 271-274
determining quantities in, 251
entries for periodic system vs., 224
merchandising entries with, 212-213

Petty cash fund controls, 362-364

Pfeiffer, Eckhard, 842, 843

Phantom profit, 261

Physical controls, 352,353

Physical inventory, 251-252

Physical unit flow, 941
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I-10  Subject Index

Physical units, 941
Pickard, Thomas, 4
Plant and equipment, 438. See also Plant assets
Plant assets, 438-453
buildings, 440
depreciation of, 442-449
determining cost of, 439-442
disposal of, 450-453
equipment, 440-441
exchange of, 464-465
expenditures during useful life of, 449-450
land, 439
land improvements, 439440
statement presentation and analysis of,
458-459
Post-closing trial balance, 157-159
Posting, 59-60
of adjusting entries, 112-113, 152
cash payments journal, 319
cash receipts journal, 314
closing entries, 155-156
of closing entries, 153, 155-156
of correcting entries, 161
dual, 320
illustration of, 67-68
purchases journal, 316-317
sales journal, 309-311
special journals for, 308
Post-retirement benefits, 510-511
Practical range, see Relevant range
Preferred stock, 586-587, 610-611, 805
Premium:
on bonds, 649-652, 671-672, 674-675
on stock, 580
Prenumbering documents, 352
Prepaid expenses (prepayments), 100
adjusting entries for, 100-104
alternative treatment of, 119-121
for statement of cash flows, 755
Present value, 648
of an annuity, 665-666, C5-C7, D2-D3
and bond pricing, 663-668
of bonds, 648
of face value, 664-665
of interest payments (annuities), 665-666
of leases, 658
of long-term notes/bonds, C7-C9
of a single amount, C3-C5
time periods in computing, 667
using financial calculator for, D1-D2
variables in, C3
Present value of 1 factors, C4
Price/earnings (P/E) ratio, 622n.3, 806-807
Price variances:
labor, 1120-1121
materials, 1118
Prior period adjustments, 618
Private accounting, 29-30. See also
Managerial accounting
Privately held corporations, 570-571
Process cost flow, 933
Process cost system, 889-890, 930-951
and activity-based costing, 948-949
assigning manufacturing costs, 933-936
equivalent units, 936-939
example of, 940-945
job order cost systems vs., 931-933
and just-in-time processing, 946-947
process cost flow, 933
uses of, 930-931
Products, sell-vs.-processing further decisions
for, 1162-1163
Product costs, 850-852

Production budget, 1024-1025

Production cost report, 939, 943-944

Product warranties, 492-493

Profitability, creditor interest in, 792

Profitability ratios, 803-807

Profit and loss statement, 22. See also
Income statement

Profit centers, 1077-1080

Profit margin, 803-804

Pro forma income, 816

Promissory notes, 409, 410. See also Notes
receivable

Property, plant, and equipment, 165, 438. See
also Plant assets

Proprietorships, 10, 167

Proving ledgers, 311, 315

Public accounting, 29

Public Company Accounting Oversight
Board (PCAOB), 348

Publicly held corporations, 570

Pull approach to manufacturing, 947

Purchases:
of buildings, 440
of merchandise, recording, 203-208
recording, 222-223
transaction analysis for, 15-16

Purchases journal, 315-317

Purchase allowances, 206, 223

Purchase discounts, 206-207, 223

Purchase invoice, 203-204

Purchase of an interest (partnerships),
546-547

Purchase returns, 206,223

Push approach to manufacturing, 946

Q
Quality of earnings, 815-817
Quantity variances:
labor, 1119-1121
materials, 1118
Quarterly tax reports, 504
QuickBooks®, 301-303
Quick ratio, 801. See also Acid-test ratio

R
Radio frequency identification (RFID)
technology, 251
Ratio analysis, 793, 799-809
liquidity ratios, 800-803
profitability ratios, 803-807
solvency ratios, 807-808
Raw materials, 250, 850
Raw materials costs, 892, 894-895
R&D costs, see Research and development
costs
Real accounts, 152. See also Permanent
accounts
Real estate taxes payable, 12
Realized gain/loss, 709-710
Reasonable assurance concept, 356
Receivables, 398-418
accounts receivable, 398-409
on financial statements, 414415
notes receivable, 409-413
types of, 398
Receivables turnover, 802
Reconciling bank accounts, 367-372
electronic funds transfers, 371
entries form, 370-371
illustration of, 369-370
procedure for, 368
Reconciling items, for statement of cash
flows, 755-757

Record date (cash dividends), 609-610
Recording process, 50-74, 223
accounts in, 50-54
activities in, 5
for contingent liabilities, 492493
debits and credits in, 51-54
for employer payroll taxes, 502-503
illustrated, 61-68
for payroll, 498-501
with periodic inventory system, 222-224
for purchases of merchandise, 203-208
for sales of merchandise, 208-211
for special and general journals, 320
steps in, 55-61
trial balance in, 68-71
Record-keeping, segregation of physical
custody and, 351, 357
Redeeming bonds, 653
Registered bonds, 646
Regular partnerships, 529
Regulations, government, 1110
for corporations, 573
as standards, 1110. See also Standard costs
Regulatory agencies, 7
Reimbursement requests, fraud
involving, 352
Relevance of figures, 9
Relevant range, 978-980, 1068
Reliability of figures, 9
Repairs, ordinary, 449
Republic of Debtors (Bruce Mann), 643
Repurchase of shares, 584
Required rate of return, 1171
Research and development (R&D)
costs, 457-458
Residual claims, 574
Residual equity, 12. See also Owner’s equity
Resource allocation decisions, 1165-1166
Responsibility, establishment of, 349
Responsibility accounting, 1072-1084
controllable vs. noncontrollable revenues/
costs, 1074
responsibility centers, 1077-1084
responsibility reporting system, 1074-1077
Responsibility centers, 1077-1084
Responsibility reporting system, 1074-1077
Résumés, 72
Retailers, 200
Retail inventory method, 276-277
Retained earnings, 578, 616-619
payment of cash dividends from, 608
prior period adjustments, 618
restrictions on, 617-618
for statement of cash flows, 756, 764
Retained earnings statement, 619, 796-797
Retirement of plant assets, 450-451
Returns:
purchase, 206
sales, 209-210
Return on assets, 804-805
Return on common stockholders’ equity,
621, 805
Return on investment (ROI), 1080-1083,
1125,1126
Revenues, 13
accrued, 100, 107-108
controllable vs. noncontrollable, 1074
in double-entry system, 53-54
recognizing, 97-98
on single-step income statement, 217
from stock investments, 702
unearned, see Unearned revenues
Revenue expenditures, 449
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Revenue recognition principle, 97-98
Reversing entries, 160, 162, 173-175
RFID technology, 251

Rifkin, Jeremy, 198

Risk assessment, 348

Risk levels of activities, 356
Rodriquez, Josephine, 355

ROI, see Return on investment
Rolling Stones, 991

Rowlings, J.K., 454

S
Safe cash payments schedule, 540. See also
Schedule of cash payments
Salaries, 494, 495. See also Payroll accounting
accrued, 110-111
to partners, 536-537
Sales:
of bonds, 698-699
credit card, 407-408
of equipment, loss on, 740
of merchandise, recording, 208-211
of notes receivable, 413
of plant assets, 451-452
of receivables, 407
recording, 223-224
of stocks, 701
Sales and administrative expense budget, 1029
Sales budget, 1023-1024
Sales commissions, fraud involving, 352
Sales discounts, 210, 224
Sales forecasts, 1020, 1024
Sales invoices, 208
Sales journal, 309-311
Sales returns and allowances, 209-210, 223
Sales revenue (sales), 200
Sales taxes payable, 12, 487-488
Salvage value, 443, 446
SAP, 304
Sarbanes-Oxley Act (2002), 8, 29, 30, 70, 92,
101,304, 348,356, 624
Sarbox, see Sarbanes-Oxley Act (2002)
Schedule of cash payments, 540-542
Scott, Susan, 886
SEC, see Securities and Exchange
Commission
Secured bonds, 645
Securities:
available-for-sale, 705, 707
held-to-maturity, 705
marketable, 708-709
trading, 705-706, 708-709
Securities Acts (1933, 1934), 767
Securities and Exchange Commission
(SEC),7-9,30,707,728,767
Segments, in responsibility accounting, 1073
Segregation of duties, 350-351
Serial bonds, 646
Service companies:
budgetary planning for, 1037
industry trends for, 201
job order costing in, 898
operating cycles for, 201
process vs. job order cost systems for, 931
Shares, sale of, 10
Shareholders’ equity, 577. See also Corporate
capital
Short-term investments, 708-709
Short-term paper, 708
Simple entries, 57
Simple interest, C1-C2
Single-step income statement, 217
Sinking fund bonds, 645

Social Security, 510
Social Security taxes, 496
Software:
for customization, 304
entry-level, 303
for fraud control, 304
for internal control, 304
network compatibility of, 304
Sole proprietorships, 906
Solvency, creditor interest in, 792
Solvency ratios, 807-808
SOX, see Sarbanes-Oxley Act (2002)
Special journals, 308-321
cash payments, 317-319
cash receipts, 311-315
effects on general journal, 320-321
purchases, 315-317
sales, 309-311
Special order-price decisions, 1158-1159
Specific identification method (inventory),
265-255
Stack, Jack, 2,3
Standards. See also Standard costs
budgets vs., 1111
government, 1110
ideal vs. normal, 1112
Standard costs, 1110-1124
analyzing variances from, 1116-1122
need for, 1110-1111
reporting variances from, 1122-1124
setting, 1112-1115
Standard cost accounting system,
1130-1132
Standard hours, 1121
Standard predetermined overhead, 1114
Star Wars (film), 98
State income taxes, 497
Statement of cash flows, 20,21,23-24,732-751
classification of cash flows, 733734
company evaluation based on, 748-750
direct method for, 737, 758-764
format of, 735-736
indirect method for, 737-748
preparation of, 736-748
significant noncash activities, 734
usefulness of, 732-733
worksheet for, 752-757
Statement of earnings, 500
Statement of operations, 22. See also Income
statement
State unemployment taxes, 501, 502
Static budgets, 1063-1065
Static budget reports, 1065
Stocks, 575-577
authorized, 575
capital, 587
common, 574, 579-582
direct issues, 575
indirect issues, 575-576
issued for credit, 745
market value of, 576
no-par value, 577
par value of, 577
preferred, 586-587
treasury, 582-586
Stock certificates, 575
Stock dividends, 612-614
Stockholders:
limited liability of, 571
ownership rights of, 574-575
Stockholders’ equity, 168, 577. See also
Corporate capital
on balance sheet, 587-589

Subject Index 111

contra account for, 583
effect of dividends on, 614
on financial statements, 620-623
Stock investments, 699-704
Stock option plans, 495
Stock splits, 614-615
Straight-line amortization, 673-675
Straight-line depreciation, 444445, 447-448
Su, Vivi, 396-397
Subchapter S corporations, 530
Subsidiary (affiliated) company, 702
Subsidiary ledgers, 305-307
job cost sheets as, 893, 894
posting from cash receipts journal to, 314
posting from purchases journal to, 316
Summa de Arithmetica, Geometria,
Proportione et Proportionalite (Luca
Pacioli), 5n.2
Summary entries, 892
Supplies, adjusting entries for, 101-102
“Surplus,” use of term, 588

T
Tabular summaries, 51
T accounts, 50, 51
Take-home pay, 497. See also Net pay
Target net income, 989-991
Taxes:
as accounting area, 29
on corporations, 573
and depreciation, 443
on dividends, 611
double taxation, 573
effect of cost flow methods on, 260, 261
on employers, 501-503
FICA, 495-496
income, see Income taxes
national, 498
for partnerships, 528
payroll, 495-497, 501-504
sales taxes payable, 487-488
and time period divisions, 96
Tax Freedom Day, 498
Taxing authorities, 7
Temporary accounts, 152-153, 159
Term bonds, 646
Three-column form of account, 59
Tilton, Glenn, 1126
Time periods, C7
Time period assumption, 96-99
Times interest earned, 808
Times interest earned ratio, 659
Time value of money, 648, C1-C9
interest, C1-C2
present value of an annuity, C5-C7
present value of a single amount, C3-C5
present value of long-term notes/bonds,
C7-C9
present value variables, C3
time periods and discounting, C7
Total labor variance, 1119
Total materials variance, 11161117
Total overhead variance, 1121
Total quality management (TQM), 859
Total standard cost per unit, 1114-1115
TQM (total quality management), 859
Trademarks, 455-456
Tradenames, 455-456
Trade receivables, 398. See also Accounts
receivable; Notes Receivable
Trading bonds, 646
Trading on the equity, 805
Trading securities, 705706, 708-709
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I-12  Subject Index

Transaction analysis, 14-19, 66. See also
Business transactions
Transportation-in, 223
Transposition error, 70
Treasurers of corporations, 572
Treasury stock, 582-586
Trend analysis, 793. See also Horizontal
analysis
Trial balances, 68-71
adjusted, 114-118
limitations of, 69
outdated information in, 99
post-closing, 157-159
on worksheet, 147-148, 225
Trustees (bonds), 646
Turner, Ted, 695

U

Uncollectible accounts, 400-406
allowance method, 401-406
direct write-off method, 400-401

Underwriting, 576

Unearned revenues, 100
adjusting entries for, 104-106
alternative treatment of, 119-122
as current liabilities, 488—489

Unemployment taxes, 501, 502

Uniform Partnership Act, 547

U.S. Olympic Committee, 72

Unit production costs, 942

Units-of-activity depreciation, 445-448

Units-of-production method, see Units-of-

activity depreciation
Unlimited liability, 529-531

Unprofitable segment elimination decisions,

1164-1165
Unrealized gains/losses, 705, 709-710
Unsecured bonds, 646
Useful life, 443, 449-450
Users of accounting data, 6-7

A%
Vacations, required, 355
Valuation:
of accounts receivable, 400-406
cost allocation vs., 442
of investments, 704-706
of notes receivable, 411-412
Value chain, 858-859
Variable costs:
in CVP,977
in flexible budget, 1068
in manufacturing overhead
budget, 1028
Variable costing, 998-1001
Variances from standards, 1116-1124
direct labor variances, 1119-1121
direct materials variances, 1116-1119
manufacturing overhead variance,
1121-1122
overhead, 1133-1134
reporting, 1122-1124
Venture capital firms, 530
Verification, independent, 353-355
Vertical analysis, 793, 797-799
Virtual closes, 157
Voucher register, 361
Voucher system controls, 360-361

W
Wages, 494, 495. See also Payroll
accounting
Wages payable, 12
Wage and Tax Statement (Form W-2), 504
Warranties, product, 492-493
Wear and tear, 443
Weighted average method, 937-938
Weighted average unit cost, 258
West, Paul and Laura, 300-301
Wholesalers, 200
Withdrawal of partners, 550-552
Working capital, 491
Working capital ratio, 801
Work in process, 250, 893-900
Work in process inventory, 853
Worksheets, 146-152
for merchandising companies,
225-226
preparing adjusting entries from,
150,152
preparing financial statements from,
150,151
for statement of cash flows, 752-757
steps in preparing, 146-150
World economy, 858

Y

Years, fiscal, 96-97
Year-end, 23
Year-end balance, 904

Z
Zero-interest bonds, 648
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