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Abnormal Spoilage

Unacceptable units that are not expected to occur under an efficient
production process.
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Absorbed Overhead

That portion of factory indirect cost that has been allocated to a specific
product, or saleable service. (Also called Applied Overhead.)
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Absorption Costing

A costing system that assigns to inventory all types of manufacturing
costs, including direct, indirect, fixed and variable. (Also called Full
Absorption Costing.)
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Accounting Cycle

The steps an accountant follows to analyze and record business
transactions, prepare the financial statements, and prepare for the next
accounting period.
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Accelerated
Depreciation

A pattern of depreciation in which the amount of depreciation computed
in the early years is greater than the amounts computed in the later
years.
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Accounting The process of identifying, classifying, measuring, recording and
communicating in monetary terms transactions and events of an
economic entity that are of a financial character.

it AT BN 4038, THE . ICFAME I — AN G G S AR I 55 Mo 1) 22
Sy M I I 7

Accounting Profit

Revenue less all expenses included in the entity’s income statement.
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Accounting Standards

Principles and procedures to be followed by accountants as formulated
by an authoritative body. (Also called Accounting Principles.)
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Accounting System

Methods, procedures, and standards followed in accumulating,
classifying, recording and reporting business events and transactions.
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Accounts Payable

Monies that are due to a vendor (supplier) for merchandise or services
rendered.
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Accounts Payable
Turnover

A financial ratio used to measure the rate at which an entity pays off its
suppliers.
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Accounts Receivable

Monies due to an entity from customers who have bought merchandise
or received services on account.
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Accounts Receivable
Turnover

A financial ratio used to measure asset utilization and a company’s
ability to collect cash from credit sales to its customers.

ISZMSTG 5 A 3

T B P AR DA 24 5 2 1 % P RO 8007 T e 7 000 25 L
%,

Accrual Accounting

The method of recognizing and recording (a) revenues when earned,
and (b) expenses when incurred, both irrespective of the time when
cash is received or paid.
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Accrued The accumulation of income that is due but has not been received or a
cost that is incurred but has not been paid by an entity during the
accounting period.
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Accumulated
Depreciation

The amount of depreciation expense related to a fixed asset that has
been recognized as an expense from the date of acquisition of that
asset.
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Acid-Test Ratio

A ratio that measures an entity’s ability to pay off short-term obligations
using the most liquid current assets (excluding inventory). (Also called
Quick Ratio.)
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Acquisition Cost

The value of cash or other resources given up in exchange for goods or
services. It includes all costs necessary to get the asset ready for its
intended use. (Also called Historical Cost or Original Cost.)
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Activity Driver
(Cost Driver)

A factor used to assign cost from an activity to a cost object. A measure
of the frequency and intensity of use of an activity by a cost object.
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Activity-Based An approach to budgeting that involves quantifying activities and
Budgeting processes and forecasting their costs in order to achieve strategic goals
and improve performance.
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Activity-Based Costing
(ABC)

A costing system that (a) identifies the relationship between the
incurrence of cost and activities, (b) determines the underlying “driver” of
the activities, (c) establishes cost pools related to individual “drivers,” (d)
develops costing rates, and (e) applies cost to product on the basis of
resources consumed (drivers).
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Activity-Based

Management and decision making method using activity based costing

Management information in an effort to improve customer satisfaction and profits by
enhancing activities that add value and reducing activities that do not
add value to the customer.
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Actual Cost Acquisition cost, historical cost, or original cost.
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Additional Paid-in The amount received by a company from its shareholders for purchase

Capital of shares of stock above the par or stated value of the stock.
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Administrative Expense

Costs incurred for the general operation of an enterprise as a whole, as
contrasted with costs related to a more specific function such as
manufacturing or selling. (Also called General and Administrative
Expense.)
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Aging Schedule

A listing of the amounts owed to a company by the length of time
outstanding.
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Allocate Identification of costs with cost objectives; apportioning or distributing

costs to products, processes, jobs, or departments.

o, i

5 AR O B TR AT %5 S TR S JEE  BC 8 %57 L. AT
5 BT

Allocation Base

The basis used to assign indirect costs to cost objects, such as labor or
machine hours.

PSR, O

IR A 7 Fe 2 A BRI AL, 1 N\ B Las LA &% .

Allowance for
Uncollectible Accounts

A contra account to Accounts Receivable established to record the
estimated percentage of Accounts Receivable that will not be collected.
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Amortization

The accounting process of allocating costs to the time periods during
which such costs are consumed.
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Annual Report

A report prepared by entities after the close of each reporting year that
includes financial statements and disclosure, an audit report, information
from management, and other pertinent information concerning the
entity’s financial condition and operating performance.
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Annuity A series of payments of an equal amount at fixed intervals for a
specified number of periods.
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Application Controls

Controls, such as input controls, adopted to safeguard specific data
processing activity, such as payroll. Their purpose is to provide
reasonable assurance that data is properly processed, recorded, and
reported.

o FH 47 )

P OBy B AL BB ML CUn B8 (il if i, anfm A4z, HK
T A VO R DR AR A5 B 2 3 AL B L D SRR

Appraisal Costs

Costs incurred to determine whether products and services are
conforming to customer and/or manufacturing requirements. Examples
include inspection and testing costs.
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Appreciation

The situation where there is an increase in economic worth caused by
rising market prices.
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Arbitrage Pricing A framework for analyzing the relationship between risks and rates of
Theory (APT) return on securities, especially common stocks. It asserts that the risk

elements that influence returns on securities include (1) inflation, (2)
industrial production, (3) risk premiums, and (4) the slope of the
term structure of interest rates.
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Asset

1. Probable future economic benefits obtained by an entity as a result of
past transactions.

2. Any owned physical object or right having economic value to its

owners, expressed for accounting purposes in terms of its cost or other
value (such as current replacement cost).
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Asset Coverage

A measure of the extent to which a company is able to cover its debt
obligations after all liabilities have been satisfied.
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Asset Turnover

A financial ratio that assesses how efficiently an entity is utilizing its
assets; it relates sales to assets. (Also called Total Asset Turnover.)
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Audit The systematic examination by analyses, confirmation, and tests of ac-
counting records to confirm with reasonable assurance that the records
adequately reflect economic status and operations.
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Audit Committee

Members of the board of directors (in the case of corporations), trustees,
legislative bodies, or similar governance boards, with responsibilities for
oversight and direction of the internal auditing function.
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Audit Report

A written document that presents the scope and results of the audit.
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Authoritative (top-
down) Budgeting

A budgeting process where all budgets for the organization are prepared
by top management, including budgets for lower-level operations.
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Authority The formal and legitimate right of a manager to make decisions, issue
orders, and allocate resources to achieve organizationally desired
outcomes.
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Authorized Shares

Maximum number of shares of stock a firm is authorized to offer to the
public.
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Available-for-sale Under GAAP, investments the company may hold or sell.
Securities
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Average Days in The average number of days an item is held in inventory.
Inventory
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Average Collection
Period

A measure of the average number of days it takes to collect receivables
(credit sales). (Also called Days Sales Outstanding and Days Sales in
Receivables.)
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Average Fixed Cost

Total fixed costs divided by the number of units produced. (Fixed cost
per unit)
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Average Total Cost

Total manufacturing costs divided by the number of units produced.
Sometimes called per unit cost.
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Average Variable Cost | Total variable cost divided by the number of units produced.
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Backflush Costing

A product costing approach used in a Just-in-Time operating
environment in which some or all of the costing is delayed until the
goods are finished. Standard costs are then pulled backward through
the system to assign costs to products.
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Backup Controls

Controls, such as file duplicating, in an Information Technology (IT)
environment to insure that data is not lost.
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Bad Debts Accounts or notes receivable that management determines to be uncol-
lectible after reasonable efforts to collect them have not been
successful.

NS A GG EWA IR G, & E A E TGRSR NSO R R A

Bad Debts Expense The expense to record uncollectible accounts receivable.
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Balance Sheet

A financial statement that summarizes a company’s assets, liabilities
and shareholders’ equity at a particular point in time.
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Balanced Scorecard

An approach using multiple measures to evaluate performance,
including financial measures, and the non-financial measures of
customers, internal business processes, and learning and growth.
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Banker’s Acceptances

Financial instrument of an entity stating that payment is guaranteed by a
bank, commonly used in foreign trade.
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Bankruptcy A condition in which a court has granted a company legal protection
from creditors because it cannot meet its obligations as they come due.
38 BT AR TR BG5S, EBiR T A w2 SRR P E R R
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Batch Costing

The costs of activities related to a group of units of products or services
rather than to each individual unit of product or service.
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BCG Growth-Share
Matrix

A method of analyzing a portfolio of products or businesses. Developed
by the Boston Consulting Group, it classifies businesses as Stars, Cash
Cows, Dogs, or Question Marks.
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Benchmarking

A process of measuring an entity’s performance, products, and services
against standards based on best levels of performance achievable or
achieved by other entities.
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Best Practice

A technique, method, process, or activity that is more effective at
delivering a particular outcome than any other technique, method,
process, or activity.
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Beta A measurement of the movement of the price of a particular stock

compared with the movement of the market as a whole during the same
period. If a stock has a beta value less than 1, it is regarded as less risky
than the overall market. If a stock has a beta value greater than 1, it is
regarded as more risky than the market
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Binomial Option-
Valuation Models

Option pricing models in which the underlying asset can take on only
two possible, discrete values in the next time period for each value that it
can take on in the preceding time period.
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Black-Scholes Option-
Valuation Model

A model for pricing options in which the value of an option depends on
(1) the value of the underlying asset, (2) the time to expiration of the
option, (3) the exercise price, (4) the volatility of the underlying asset,
and (5) the risk-free rate or time value of money.
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Board of Directors

A group of individuals elected by a corporation's shareholders to
oversee the management of the corporation. The members of a Board of
Directors meet periodically and assume legal responsibility for corporate
activities.

HER AR BRIE2E R E AR EHZER— AN . HESHRENIT, Xt
A% B AR E A T AT

Bond A long-term debt instrument signifying the promise of the issuer to pay
the face amount at the maturity date. Periodic interest payments are
often required.
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Bonds Payable

A long-term liability account used to record the amount of bonds that are
outstanding.
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Book Value The amount at which an asset or a liability is carried on the books of
account, net of any contra account. (Also called Net Book Value.)
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Book Value per Share

Measures common shareholder equity on a per share basis.
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Bottleneck Operational constraints or inefficient usage of available resources
creating work-in-process inventory buildup and/or idle time.
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Bottom-Up Approach

An approach to auditing internal controls whereby all controls are
documented irrespective of risk.
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Breakeven Analysis

An analysis of the relationship of cost and revenue. It determines the
volume at which there is neither profit nor loss for a product or group of
products. (Also called Cost/Volume/Profit Analysis.)
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Breakeven Point

The volume of sales at which total revenues and total costs are equal.
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Budget A schedule of planned or expected revenues, expenses, assets, and
liabilities. A budget provides guidelines for future operations and
appraisal of performance. (Also called Profit Plan.)
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Budget Process

The process used by an organization to prepare a plan for a future
period, allocate resources, determine revenues and expenditures, and
compile reports pertaining to that plan.
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Budgetary Slack Intentional underestimation of revenues and/or overestimation of

expenses.
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Budgeting The process of planning flows of financial resources into, within, and
from an entity during a specified future period or for a specified project.
TS 2 1 NARRIE g N BB 2 I H R E S S AR SR A R )
I 55 BRI I R
Business A commercial or industrial enterprise.
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Business Combination | A grouping of a company with other businesses into a single accounting
entity for reporting purposes (consolidated financial statements). The
company and the other businesses continue to operate as separate

entities.
&I FEgFIRER (GIFMSIRE) e —Daa 5 T HAL M E S HK—
SR Z A TR AN ST T A% B AR N AR SRR SRR
Business Continuity The creation of a strategy to ensure that personnel and assets are
Planning protected and able to function in the event of a disaster.
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Business Plan A document prepared by a company's management, detailing the past,

present, and future of the company. It forms the basis for preparing
budgets for the individual company units.
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Business Portfolio A collection of products, projects, services, or brands that are offered for
sale by an entity.
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Business Process A sequence of logically related and time based work activities to provide
a specific output for a customer.
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Business Unit Any segment of an organization, or an entire business entity that is not
divided into segments. Sometimes treated as a Profit Center.
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Byproduct An item resulting from a production process that has relatively little value
compared to the company’s main product.
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Call Option A contract that gives the buyer the right to buy an asset (for example a
share of stock) at a specified price within a specified period of time.
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Capacity Constraints

Resources that limit the maximum performance possible considering the
conditions of the existing physical plant, labor force, method of
production, or supply of material.
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Capacity Management

Management of an entity’s costs of unused (excess) capacity such as
production facilities, distribution channels, etc.

FeREE B PR B 7 R S SEAA R G A I A 3
Capital 1. The equity invested in an entity by its owners. Total assets less
liabilities.
2. Long-term assets (e.g., equipment)
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Capital Adequacy

The amount of capital relative to a company’s assets. A useful measure
in risk management (particularly for banks).
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Capital Asset Pricing
Model (CAPM)

A general framework for analyzing the relationship between risks and
rates of return on securities, especially common stocks.
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Capital Budget

A plan of proposed outlays for acquiring long term assets and the means
of financing the acquisition.
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Capital Budgeting The evaluation and making of long-term investment decisions.
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Capital Expenditure

A cost that is recorded as a long-term asset, not an expense, at the time
it is incurred.
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Capital Gain or Loss The extent by which the net realized value from sales of a capital asset
exceeds (or in the case of a capital loss is less than) the cost of
acquisition plus additional improvements, less depreciation and/or
depletion charges.
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Capital Investment Any expenditure which increases the capacity, efficiency, life span, or
economy of the operation of an existing fixed asset. Outlay of money
from which future cash inflows are expected for more than a year. (Also
referred to as Capital Expenditure.)
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Capital Lease A lease that transfers substantially all the benefits and risks inherent in

the ownership of the property to the lessee, who accounts for the lease
as an acquisition of an asset and the incurrence of a liability.

il AR 55 I 7= P A AN P 1A ) 4 T Rt R DRSS Jott S % 4 7R N ) — AL B
T30, AR KA S50 R 7 I A I 7 AR o

Capital Stock Ownership shares in a corporation issued to shareholders. May consist
of Common Stock and Preferred Stock.

s () 2R AT B A B A BBy AT Rl B A “ARSEIE T k.

Capital Structure The relative proportions of short-term debt, long-term debt, and owners’
equity in the company.

ANY N PRGSO B

Capitalize To record expenditure that is expected to benefit a future period as an

asset rather than treating the expenditure as an expense of the period in
which it occurs.

BAL WA 7 T AR B ST E N 5™, AR SCHAE 9 A A= 3911 1) 3%
}EH&I\EEO
Carrying Cost Costs of storing and holding inventory, including the cost of capital from

the time of acquisition or manufacture until the time of sale or use.
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Carrying Value

The amount shown on an entity’s financial statements for assets,
liabilities, or owner’s equity, net of reductions or offsets.

LQIiKARIEN SEARIE 554 38 LRI L SBTEITA B R R 25 PO 4 0 4

Cartel An organization of sellers coordinating supply decisions to maximize
joint profits. A cartel seeks to create a monopoly in the market.

R HH A T S2 07 P i (L S TR SR AL R A 2R, B R R IR FE S mBe & Rl . R
IRFRAETT I B 2B

Cash Refers to money in the form of liquid currency that a bank will accept for
immediate deposit, such as coins, checks, and money orders.

4= REE T, SO SR ARAT B 32 RN A2 N IR B

Cash Budget

An estimate of the amount and timing of cash receipts and
disbursements at various points over a future period, and cash on hand
at the end.

W TS X6 ARSI AN IS S A A [R] 7] e 3 < SN A S HS B < 800 K% I T DA R SR 28
e i DA

Cash Cow A division, or product, that is not growing, but is generating significant
cash flow, which can be transferred to other, faster growing divisions.

W2t BB 5™ i AR B, HREIRIEBCR IR, AT A B
AR AT PR BB T T

Cash Cycle The period of time during which cash is converted into inventories, and
inventories are converted back into cash through the sale of goods or
collection of accounts receivable. (Also called Cash Conversion Cycle
or Earnings Cycle.)

B3 <5 JA) e 30 B B N & A7 B, AR 7 o B S MRS R WA, % AT B3 AR R B <6

P (s Tal.  COORR “ Bl et Ja 917 B “dieas 7 . )

Cash Discount

A reduction in the basic price, commonly used to encourage prompt
payment or promote sales.

PleFrdn BEAREEAY, 85 M T 5l S A R 4 o
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Cash Equivalents

Short-term financial instruments of high liquidity and safety which can be
converted to cash on short notice

e R Y| WA PEAN 22 A VEAR iy L BEAE Il e 368 R0 P 2 T P e A0 < R R0

Cash Flow The stream of cash inflows and outflows of an entity or segment of an
entity.

I 4 i PN — AR BAR 2 —ER T TR I 83t

Cash Flow at Risk

A probabilistic estimate of the sensitivity of cash flow; how budgeted
cash flow might be affected by changes in certain risk factors and other
variables.

< B UG

X Bl BRI R A T 2R KU DR 3 A AR AR AR A T RE 2=
XFHH BB e U AR TR

Cash Flow Ratio

A liquidity measure, whereby operating cash flow is divided by current
liabilities.

e x

TR En R — M RUE, R ARG R bR LA sh 71 6t

Cash Flow to Fixed
Charges

A leverage ratio that measures the cash flow available to meet fixed
charges.

< B ] 5 2 FH B

TR AT A B e B A LR AR 3] 5 B IO A — UL AT LE 6

Cash from Financing
Activities

Under GAAP, all cash receipts and all cash disbursements from issuing
debt, receiving contributions from owners, and paying dividends to
owners.

EARCE B

ERNZ R (GAAP) &, HIRATHISS, HRIaERE UL
B R PT AE  B e

Cash from Investing
Activities

Under GAAP, all cash receipts and cash disbursements from
transactions involving long-term assets and investments in other firms.

B iEsh I E iR

ERN R (GAAP) &, ST e Hodth 2 =] U BER A IS A AZ
G B A L

Cash from Operating
Activities

Under GAAP, all cash receipts and cash disbursements that result from
transactions involving revenues and expenses.

LB FEAWNSTHEN (GAAP) T, S M B FIAHICHIAE 5 Bt A B B Ui
i o
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Cash Management The processes an entity uses to collect, disburse, and invest its cash.

I SEARAEIS . SO AR N I )i AR .

Cash Ratio A measure of a company’s liquidity that relates cash and marketable
securities to current liabilities.

I < e A i w BT RE D B ) — PR, SRS RS 5 iR sh gk 47 0t b

FIESRi]=

Centralization

An organizational structure in which senior management maintains sig-
nificant direction, authority, and control over all operations and policies.

Fhte, EBL

== AN A R E B AR AR A EORTR A, SR AR I — R 421
4 o

Change in the Quantity
Demanded

A change in the quantity that buyers are willing to purchase at different
price levels due only to a change in price. Often referred to as a
movement along the demand curve.

i R 25

ST I SR B R R AN RN AR A2 B AR 5l AR SN 0 S5 XA 2 R
RS I AS . I H ARV F R T2 B 3).

Change in the Quantity
Supplied

A change in the quantity sellers are willing to supply due only to a
change in price. Often referred to as a movement along the supply
curve.

e Bom A2z

S RS M PR R it K R AR A R T A AR AR Bl AR S SR R 2
RS e .l FONTEAL S T 28 B ).

Chart of Accounts

A list of all of the accounts in a firm's accounting records.

EaRE SRS S

IR AF A HE R ER H 5K

Code of Conduct

A set of rules outlining acceptable ethical behavior for employees within
an organization.

17955 W

—ANH LU I 53 THEEAT NPT e i — B

Coefficient of Variation

A statistical measure of relative dispersion or relative risk. Itis
computed by dividing the standard deviation by the expected value.

i 7 ZRH FEOT B B AT RS R G T B o U537 kA R s v i 22 ok ATRUBE
Collateral An asset pledged as a guarantee to a lender until a loan is repaid. If the
borrower defaults, the lender has a right to sell the collateral asset.
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Commercial Bank

An institution that accepts deposits, offers checking accounts, makes
loans, and offers a variety of other related services.

iR T

BT PRSI RGEE IR SR A Rl SR 55 BOHLAA o

Commercial Paper

A short-term unsecured loan of a corporation having maturity up to 270
days. lItis typically issued on a discount (from face value) basis.

e b S A

NE BRI E R DYAR,  BEIEWITTE 270 K. W CGZHE) MLk
7o

Commitment Fee

A fee paid to a financial institution by an entity to secure a line of credit
and maintain the unused portion thereof.

G B

TR RN FVARATSIAT I — 2B ], DA BUERAT 7R TSR 1t JU ) DK
LR B 2 HE K BRI P AR A PR 7 2

Committee of
Sponsoring
Organizations (COSO)

A voluntary private-sector organization, established in the U.S.,
dedicated to providing guidance on organizational governance, business
ethics, internal control, enterprise risk management, fraud, and financial
reporting.

KABHNZE 14> EEEMN—FKBEEEAIRANN, SEMHAZPMTE R, TEE,
(COSO) PR Al RS B L VR R 554 R 0 G ) 7 TRTER A4 =2
Common Base Year Financial Statements showing the percentage change over a base year.
Statements (Also called Horizontal Analysis.)

LRI R FIRSEBR R AR SRR U AL Ay BRI 554 3R . (OURR “H 1)

)

Common Cost

A cost of operating a facility that is shared by two or more users.

HeIF A

PAANBRE 22 B T 35 B B IS AT I & AR R

Common-Size
Financial Statements

Financial statements used for comparison between firms. A common
size Income Statement shows all amounts as a percent of revenue. A
common size Balance Sheet shows all values as a percent of total
assets.

7] Lb A 95 1 3% T 34T 2w Z TR I 254 i o [8) EE R SR AT BT AT B B o AR 8
WNHIE 73 EE o [FIEE B3 7 Ui R AT T BB R s it B3 77 SV 73 EE
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Common Stock An ownership share in a company, having voting and dividend rights.
y=pliilia A FE AR AT, A RRECN 73 204

Company Risk

The risk due to the unique circumstances of a specific enterprise, as
opposed to the overall market. (Also called Unsystematic Risk.)

AN

Fe— AV AERFE TGO T IS, 55 TR XS AR £ A2 T 2 (1 5 AR XU
(CXRRAE R G KD

Comparability

The quality of information that enables users to identify similarities in and
differences between two sets of economic phenomena.

Al EETE

ik FH 5 RE 8 00 21 22 57 D G 2 1) St [R) o R4 BV

Compensating Balance

An amount required to be kept on deposit at a bank.

KM A

W B A HRAT RO AF K e

Compensation Employee or management wages and other financial benefits earned
from labor.

T P Jie 3 B B Y T BT DA S AN 55 B rh ) LA I 95 A R

Competence An ethical standard in IMA’s Statement of Ethical Professional Practice
that requires members to maintain an appropriate level of professional
expertise and perform duties in accordance with relevant laws and
standards.

REJJ 56 [E 8 B2 TP 23 HRM TE 7 <7 I 24 o A i) — DB AR A, & R4 AR

Fd KT b AR, JFRIRAR IR AR AR R JE AT I 5T

Competition-Based
Pricing

A pricing strategy wherein the price of a product is determined primarily
by the price being charged by one or more competitors.

PASE S g B At ) 5 92

L FHEE AN A TE G0 TSRS R HRE 7 i A 10 R A SRS

Competitive Analysis

Comparison of the competitive advantage of the planning company and
its identified competitors.

e 1M

HEBOE AR S HSE A H S I

Completed-Contract
Method

An accounting method that defers recognition of revenues until the
completion of a contract, but recognizes anticipated losses immediately.

EEIFERRGS W B WONABEIE 2 58 il & RIS A A A, E I 5400 5 76 24 S AR 57
?zo
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Compliance Audit

A type of internal audit that reviews an organization’s adherence to laws,
rules, policies, and procedures.

R PERIE, AL
it

SAE - AMAAURL T B, BN FEE A0y
it

Compliance Risk

Risk to earnings or capital arising from violations of laws, rules,
regulations, policies, procedures, and/or ethical standards.

AN

PRl S R 2R BOSR. R A E otk DU T 51 2 (4 38 R BB A 11
JASE

Compound Interest

Interest resulting from the periodic addition of simple interest to principal,
establishing the new base as the principal for computation of interest for
the next period.

R

SEWPRERINAA &, R R 2 EA SRR N —IRORLE, ik
A H A RO R

Comprehensive Income

All changes in equity during a period except those resulting from
investments by owners and distributions to owners.

i}

LREI

Bk

— g SIA] Y A (R T AL Bl BT, (BRI 3 BN 2L P A
IAZ 5] .

Concentration Banking

A procedure utilized to manage cash wherein an entity utilizes a large
bank (the Concentration Bank) to gather all the cash from smaller local
(depository) banks where customers make payments.

B RAT

—HA AT EEI SN, RIE RSN O RATAEG seik il
MARRAT CEPRAT) mIX S MRAT R T AR .

Confidentiality

An ethical standard in IMA’s Statement of Ethical Professional Practice
that requires members to keep employer information confidential and to
not use confidential information for personal advantage.

5% S B2 TH i 2 WAV IE B ST ) 22 55 T RUE (1 — OB SR e, EORE
SO R ERIE B R, I HAR R B015 BRERA A .

Conservatism

1. An accounting concept that states that revenues are recognized only
when they are reasonably certain, but expenses are recognized when
they are probable.

2. A prudent reaction to uncertainty to try to ensure that uncertainty and
risks inherent in business situations are adequately considered.

ICMA
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Consistency

Conformity from period to period with unchanging policies and proce-
dures.

—Hk BN I IR A — DA I BUR AR Y o

Consolidated Financial | Financial Statements showing financial condition or operating results of

Statements two or more associated enterprises as they would appear if they were
one entity.

ISR B PN B S SRERARME I SR B80S 18 BRI 9 — A SR B I 554k 3

Constant Gross Profit
Method

A method of allocating joint costs where costs are allocated so that the
overall gross-margin percentage is identical for each individual product.
(Also called Gross Margin Method.)

[t 7€ AL RO A —Fh 7V X P TR BC AR N, B — A R R B A
RAGRAMFEM . CUFR “BRE” D
Constraint An activity, resource, or policy that limits or bounds the attainment of an

objective.

LI ESPSEEOL St

XF b R SEAL B R A BRZ PR A A7 3l . BRI BRI .

Contingency Planning

Planning for the response to situations that may occur such as
emergencies or setbacks

IVASY3 R

Xt K S DL 5 T BE R 2R S AT B B AR o

Continuous Budget

A moving projection of financial operations for a series of weeks,
months, or quarters immediately ahead. At the end of each period, the
portion of the projection then lapsed is removed and a new projection for
a period of similar length is added to the series. (Also called Rolling
Budget.)

HEETUR XPAKEA . B BEERIM S E s R shaS TN . AR, i
o 22 3 ST AR IS0 20 TN, o X R AR AL ) IF 1) B Bl 00 o (3R
“RENTE” o D
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Continuous A management approach to productivity improvement, where planned

Improvement improvements occur in small incremental amounts by refinement of all
components of a process. (Also called Kaizen.)

Fr et — g A R EE, W e RIRAR B BT AL oy, LN

Jr SR BRI e . COOR “dladt” . )

Contributed Capital

Equity resulting from the contributions of owners, also known as paid-in
capital.

BNTEA

HI A EH RN BEA . MR “SEfBEA”

Contribution Margin

The excess of sales revenues over variable costs. (Also called Marginal
Contribution or Marginal Income.)

ulINTYN

B RIS, CURR “ i o “dbileas” . )

Contribution Pricing

A method of establishing the price of the product based on variable
costs and usually a profit margin.

DR E 12 IR D R AS . I8 5 AR 8 B SR A 2 72 b A i B 7
Control Risk A measure of the auditor's assessment of the likelihood that

misstatements exceeding a tolerable level will not be prevented or
detected by the client's internal control system.

PR XU, PR 2 il 7
J&

AT, VAL PN B AR ) R RE VA IR B B A
VIR A R A ) A BEVE

Controllable Cost

A cost that can be influenced by the actions of the responsible manager.

A A

A ATTIZET T2 BN G BAT NPT 22 A B A

Controller (Comptroller)

The individual within an entity who is responsible for the accounting
function.

Fitk RN T THIRBERI N A
Controls Measures put in place to monitor activities and ensure they are
functioning as designed.
Fa il i B % T B0 A DR LR BT Y T BE B B TS it
Conversion Cost The sum of all manufacturing costs except direct material.
I RA BR LA BT A 38 A B AT
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Convertible Securities (bonds or preferred stock) issued by companies which can be
converted into common shares at a given price at a future date.

QIR 23N M A FRAT ATEARSK H LA %€ B i e 4 o il I IE SR (i B

Sl

Corporate Governance

The set of rules, processes, policies and/or laws by which an
organization is directed, operated and controlled.

AR —AHLWUGIE LR . B ANEHI — BB FEFP . BURA/E
i

Correlation The extent or degree of statistical association among two or more
variables.

M PN R G T

Cost (noun)

1. In management accounting, a measurement in monetary terms, of the
amount of resources used for some purpose.

2. In financial accounting, the sacrifice measured by the price paid or
required to be paid, to acquire goods or services.

BA (A1) 1 fEE e Erh, DABE Aok vt A - M g i B P A
2AEW 5oty DASREBCR b B 55 i S AR S SA O i
Cost (verb) To ascertain the cost of something.

AT S (B

Bl 52 A AR o

Cost Allocation System

A method by which costs are allocated to cost objects (Job order
costing, Process costing, Activity-based costing, and Life-cycle costing).

JAS Gy P ] P

A7 FERN B A RPCR K757 (AR B A% A
b AR AN AT i I RRASE D

Cost Behavior

The change or lack of change in the amount of a cost item associated
with changes in the level of activity.

JRA 2]

b5 A AS B AT HIAZ S, AR AR I < 8UA A AR Bl i = AR 2 (0 1
Do

Cost Benefit Analysis

A tool for planning and reporting that involves the identification and
measurement of all costs and benefits attributed to an activity.

JRAS R 2 73 B — WG ) TR AR BB, AERIUTAE Y, R E AT E 0SS 4
Pl A R 2 2
ICMA Page 23 of 111 Copyright © 2014




Glossary of Terms Used in the CMA Examination

(March 28, 2014)
CMA A Bt A 117 G & M 1A] i
(20144 3 B 28 H)

TERM iRy

DEFINITION & X

Cost Center

A grouping of operating costs having some common characteristics for
measuring performance and assigning responsibility. A Responsibility
Center where the manager is responsible for costs only.

JEAS L A — IR [F R SRV E IS A RERER, T RERESRN BN DT, %
P2 R ST A R TR Do

Cost Driver A variable causally affecting costs over a time period.

JAS B A — B A 5 AR BRER R AR E

Cost Leadership

The ability of a company to compete by producing at lower cost than
competitors.

JRAS A il

Al R B AR A 7 BRAS A 2 AT 38 3 2B 7 AR I E

Cost Management

Actions undertaken by managers to satisfy customers while continuously
controlling and reducing costs.

AR B TERFEEAE B AR A [, BR80T R AT 311

Cost Objects A function, organizational subdivision, contract, or other work unit for
which cost data are desired and for which provision is made to
accumulate and measure the cost of processes, products, jobs,
capitalized projects, etc.

AR B i AR IR N R RSB T 05 & TS

F WG E SRS — NIRRT AW — N, — 005 R B
FoAl TAF H ot

Cost of Capital

A measure of the cost of using capital. A weighted average of the
interest cost of debt capital and the implicit cost of equity capital. It is the
minimum rate of return that must be earned on new investments that will
not dilute the interests of the shareholders.

FA A

A5 FH AR (R RS, 38 5 A N BEAS (1R S AR AT AR B2 A g B R Fi)
BOFEME . EREBHT P U, A2 5 SUBBURRE I S K Bl

Cost of Goods Sold

The inventory costs of the goods sold during a specific time period; the
difference between the costs of goods available for sale during a specific
period of time and the cost of goods on hand at the end of the period.
Inventory costs include all costs necessary to get the product ready for
sale.

ICMA
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Cost of Quality Costs incurred to detect, prevent, or rectify poor quality production.

Joi B A RIS T M I 25 I i T A A R RAS

Cost of Sales The cost of products or services whose sales are reported as revenue.
(Also called Cost of Goods Sold.)

CEGIEN BT 8585 A3 v 9 E N = S IR ST B AS . COXRR “E bk
ZIK” . )

Cost Pools The collection of cost elements that have a common cause and that can
be assigned to other cost objects according to a common basis of
allocation.

FRASVALE 5, AR PR HATHR [ 2 PR I T AR 4 3 5] F) 70 BE AR A0 3T 4 A AR S5 SR 1) % TR A 22
AL R

Cost System The system an entity utilizes to collect and assign costs to intermediate
and final cost objects.

A SR SR SR AR A K 1A 73 e &5 1) B i 25 FR) AR 5o R R 1] 2

Cost/Volume/Profit An analysis of the relationship of cost and revenue emphasizing both the

Analysis (CVP) volume at which there is zero profit and the influence of fixed and
variable factors on the profit expectations at various levels of operation.
(Also called Breakeven Analysis.)

FRASEIRNE AT O | AT ASTIEM IR &, FHE AN 78, D EIEA

EA TARII KT, A o B ] 5 B4 AT A A7 6 TSR PR 52 0

COLRR AR 57 D

Cost-Based Pricing The practice of establishing the selling price of a good or service based
primarily on the cost to produce it.

AR LAt 78 2 F2 AR A7 AR SR A2 P ot B 55 B U A A

Costing The accumulation and assignment of costs to cost objects.

AR TS BT AT BUA 73 Be 45 BRAS N BRI 7

Cost-Plus Pricing A pricing practice in which the selling price is determined by adding a
percentage or monetary amount to the cost of a product.
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Countertrade The trading of goods for other goods. (Also called Barter.)
55 DA A OB R S ISR B (URR “SEMAE 57 )

Coupon Rate

The annual rate of interest stated on a debt instrument.

JREEA 7155 S g LB B B AR A 2

Credibility An ethical standard in IMA’s Statement of Ethical Professional Practice
that requires members to communicate information fairly and objectively,
disclose all relevant information, and to disclose delays or deficiencies in
information.

sk 56 [E & B2 T I B 2 WM TE A8 <3 I 22 5 o BT E 1) — BB AR AR e, R4
AT B EEE, WEARHERER, IS BB iR sk
B 15 100 o

Credit A contractual agreement in which a borrower receives something of
value now and agrees to repay the lender at a later date.

(B —IE LML, BE R AL AR AR P, IF A SR ke
g AN

Credit Risk An investor's risk of loss arising from a borrower who defaults; i.e., does
not make payments as promised.

15 F XU EUERAANEAT I E (RIAIZLEATFHO 151 R 5 7 B KU .

Critical Success The important things an entity must do to be successful.

Factors

FAE IR R SR HAT B ) 0 25 L A ) E BT

Cumulative Average-
Time Learning Model

A learning curve model in which the cumulative average time per unit
declines by a constant percentage each time the cumulative quantity of
units produced is doubled.

SIS [F) 2 2 4 5

AR AR, fE RBVE BRI (R, AR R R BT I
()22 ] 5 L b AR 2K

Cumulative Preferred
Stock

Stock whose holders must receive dividends in arrears before a
company can pay any current dividends to other shareholders.

A2RSEA D EERAN I A B AIAS A2 BLSTAS RS BB B A, T 2R 1) T B DL s
AR B BB R, R AL S B A S IR R
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Current Assets

Cash and other assets that are expected to be sold, consumed or
converted into cash during the normal operating cycle of a business.

Hizh v

Bl UL R Al B 5 e A A PO B T AR R e B e R AR 5E
e

Current Cost

The amount of cash needed if the same asset, an identical asset, or an
asset with equivalent productive capacity were acquired currently.

B A
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Current Liability

A liability required or expected to be discharged (fulfilled) by using
current assets within one year or the operating cycle, whichever is
longer.

sl

R AE— ol L — AN EL A I P 5 SR - sh 577 4 (8
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Current Ratio

A financial ratio used to measure short-term solvency. (Also called
Liquidity Ratio.)

s b2
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Customer Satisfaction

A measure of the extent to which customers are satisfied with the
products and related services they received from a supplier.

R RO N R AR A PR 7 i R S IR S5 B A T I FR AR

Cycle Time The total elapsed time to move a unit of work from the beginning to the
end of a physical process, as defined by the producer and the customer.

Jii $31 1] AR AL N RE T A6 B 45 Atk B S R], p AR =3 fgs - 5t
% o

Cyclical A type of trend where something (e.g., sales) varies in a regular pattern;
a repeated sequence.

J Pk FoiFyy (It 1% — g B — RS TR a0 B

Database I. A set of data that is sufficient for a given purpose or for a given data
processing system.
2. A collection of data fundamental to a system or to an enterprise.

ICMA Page 27 of 111 Copyright © 2014




Glossary of Terms Used in the CMA Examination

(March 28, 2014)
CMA A Bt A 117 G & M 1A] i
(20144 3 B 28 H)

TERM iRy

DEFINITION & X

Bt e

. 2 VLR F455€ A el s Bl Ab B AR 48 10— 4L
2. — ARG I A B AR

Data Communications

Transfer of data among functional units through data transmission
protocols.

Hysimfs

A B A D ICAE DO RE B T 2 TR HEAT I A A% 3

Data Encryption

In computer security, the process of transforming data into an
unintelligible form in such a way that the original data either cannot be
obtained or can be obtained only by using a decryption process.

Hdhs FETH RN 2 2R, R A BOCIE B TR 20, N Teik A 2 )5k )
Hodhs 5O e A AR AR B R B, Xl R R B N .

Data Warehouse A central repository for all or significant parts of the data that an
organization's business systems collect.

Bl E —AN R, B H I IR 5 FR G SR ) A A BORE 24 R — 5

o Hd

Database Management

The management of an organization’s data.

Hodge e B

— NN B Hdhe i 2

Days Purchases in
Payables

A financial ratio measuring the portion of accounts payable that is
current.

WA IR AT R R AL

— TR JRE 2 LA TR P o SR < B W 55 LR

Days Sales in Inventory

A measure of the age or adequacy of inventory.

17 DL 85 R 3L XS A7 BLAT TR [F) B TSR Y — T BE AR

Days Sales in A measure of the average number of days a credit sale is outstanding.

Receivables (Also called Days Sales Outstanding and Average Collection Period.)

IV SN EL O DR B AR AR BT PR R B OORR RO R R B R A7 B “ P a8iicik
ﬁﬂ » )

Debt Ratio A financial ratio used to measure the extent to which an entity utilizes
debt. (Also called Debt to Total Assets Ratio.)

=S M SRR T EE DR AMAHGFHERE. OO “REX S5t

j\%/ » )
Sy
o

Debt to Equity Ratio

A measure of leverage, represented by total debt divided by equity.
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Debt to Total Assets
Ratio

A financial ratio used to measure the extent to which an entity utilizes
debt, expressed as total debt divided by total assets. (Also called Debt
Ratio.)

5155 X B0 L

B IR DL A I B 58— G5 e 1 0 B2 R P 25 1
FBRIE.  CUBR “Hfite” )

Debt Security

A promise in writing to repay a debt. For example a bond, bill or note.

RIS

B % T A VE . WfTsF. I SEEURE .

Decentralization

An organizational structure in which senior management maintains min-
imal control over individual operations and policies.

i N

o R A 1S T RER PR R /D BR B2 1) R 2L 2R S5 1

Decision Tree

A diagram of possible alternatives and their expected consequences
used to formulate possible courses of actions in order to make
decisions.

A

RIREE PR T SR I R R, DRSOV H K, )€ rTRERIAT
i

Declining-Balance
Method

An accelerated depreciation method in which an asset’s net book value
is multiplied by a constant depreciation rate resulting in higher
depreciation charges in the early years of an asset’s life.

RAUE T IHIE

B B8 IO T (5 [ 5 37 IH AR, S 808 7 A i I3 IH 2l e v ) —
FOInET IH % .

Default Risk

The risk that a debtor may not be able to meet the terms of a loan.

R AR, 129

5155 N AT BE OV B2 IR B ) AU o

Deferred

When an asset or liability is not realized as an expense or income until a
future date.

% 1E

— I AR A RRE R H A WA N S BRI RIS L

Deferred Expenses

Expenditures not recognized in the period in which they were made.
They are carried forward as assets that will become expenses in future
periods. (Also called Deferred Charges.)
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Deferred Income Taxes

In general, the difference between the income tax expense recorded for
financial accounting purposes and the amount of income tax paid.

2 4E T 1

— AR S 21 A T M TR 5 DN AR e B %=

Deferred Revenue

Generally, revenues received or recorded but not yet earned. (Also
called Deferred Credit.)

SUSIZER L PN

— R Sl R B AR AR BN SN . CURRIBSEGT . )

Deferred Tax Asset

Under GAAP, the deferred tax benefits attributable to deductible
temporary differences.

3 9iE P A5 B2 7

RN (GAAP) &, ph ] T I 1 22 7 A 10346 S 21 B 23
AN LK o

Deferred Tax Liability

Under GAAP, the deferred tax effect attributable to taxable temporary
differences, which represent the increase in tax payable in future years.

8 SiE T AR A7 f5

FERNTHRI (GAAP) &, i NGAR  IN 1 72 7 7 A2 AR AR SR S 18]
A IS B B0

Degree of Financial
Leverage

A financial ratio represented as the % change in net income divided by
the % change in Earnings Before Interest and Taxes.

W S5 AT AT 2L

LI 10 L DL BRI 0 P10 L 0 — 00 55 L

Degree of Operating
Leverage

A financial ratio represented as the % change in Earnings Before
Interest and Taxes divided by the % change in sales.

LB R

EBLRTALE I E 7 AR, BR DV B30 20 EUARAL TS 1 — 30000 55 LE R

Delegation of Authority

The assignment of authority and responsibility to another person to carry
out specific activities.

BB BT

[ 55— NFRURHRBURTIR 7 LAE JB AT 5 %2 15 30

Demand The quantity of a commaodity or service wanted at a specified price and
time. Along with supply and other factors, a key determinant of price.
N FERF € I 18] R AR 2 R T, W T IR I B . ok (ST
R —HD) e MR R
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Department A division or distinct section of an organization.

A LB B — A 3 HE B SR — AN

Departmental The total overhead costs incurred by a department.

Overhead

T ] 1) 422 2 —ANEBT TR A B B) 5 BSUAS S

Depletion The process of allocating the cost of wasting assets (natural resources)
to expense over the periods benefiting from the cost.

it WIEFETT CHRBEIR) BA > W 2 &2 5 I 2 T 75

Depreciation The process of allocating the cost of tangible assets to operations over
periods benefited (generally the expected life of the asset).

#rIA WG TT = A PERI S Z 0 I GEH R G) Eia kg
U

Derivatives A collective term for financial instruments whose prices are based on the

price of another (underlying) investment (e.g., futures, options, warrants,
and convertible securities).

AT A FA M LS — I (AR B R SRl TR ARG (i fe . AL
WIRBGEA AT 4IRS ) o

Detection Risk The risk that errors not detected or prevented by the control structure will
also not be detected by the auditor.

o XU R A RIS A BT R T A DR 2 38 A XU

Differential Cost The difference in total cost between two alternatives. (Also called
Incremental Cost).

A PAFHATE T 28 P A Z 8. (U “HERA” )

Differentiation The ability of a company to compete by producing a unique product.

Z= Al A P ARE P i ) S 4 AT

Diluted Earnings per Earnings (net income) per share where “share” includes common stock,

Share preferred stock, unexercised stock options, unexercised warrants, and
some convertible debt.

i P )i B 2 ) BEREA Gl , b R SRR, R RATBUR S

B RAT BN BATE AN — L8 AT 3 46 57 55
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Direct Cost A cost that is specifically identified with a single cost object.
HIENA HARFE B — AR G R

Direct Costing

Method of inventory costing that includes all direct manufacturing costs
and variable indirect manufacturing costs as inventory (fixed indirect
manufacturing costs are excluded). (Also called Variable Costing.)

BRI

— A AR T AERXANTIET, ST I B i AR AR 5
PE TRl A I AT RAE B RAS ([ E PE RIS AN BEEN) o« OUR
AR HAIE)

Direct Foreign

Overseas investment by multinational enterprises.

Investment

ELZE AR BT 5 [ AV AR B

Direct Labor Cost The compensation of all labor that can be identified with a cost object.
HENTLHA REE il 2 e RASS SRR 57 AR o

Direct Materials Cost

The acquisition cost of all materials that can be identified as part of the
cost object.

EEMERA

Direct Method

HE 115 1 52 FL A SR A I B RRAS
1

. Method of allocating service department costs that ignores any
services rendered by one service department to another, allocating
each service department’s costs directly to the production
departments. (Also called Direct Allocation Method.)

2. A method of preparing The Statement of Cash Flows where net cash
flow from operating activities are reported as major classes of
operating cash receipts and cash disbursements (as opposed to
indirect method.)

HAE

1. 7 BECHIBIEETR] GBEIDD AR RIE. EREMITET, — B 1%
S5 AHBE TTTR ERIR ST, AR ANTE s AR BT AR
R EAE PG T (URR “HEZARE” )

2. Zwfl I ERI R ERMITET, WSLEwmsh eI
ik, R EIUELEIEWAMILE AT CRAME 5 A%
B .

Direct Write-off Method

A method of accounting for bad debts in which they are expensed in the
period in which they are identified as uncollectible.
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Disaster Recovery A procedure for storing an installation's essential data in a secure
location, and for recovering that data in the event of a catastrophic
problem.

KAEKE N2 B AR A AR T 22 A3 P DA SR AR G I IS B A% s F AR
}?c

Disbursement The payment of cash.

A I B SCAT

Disbursement Float The value of checks that an entity wrote that have not yet cleared the

banking system and not yet deducted from the entity’s bank account.
(Also called Payment Float.)

FE AN S5 SR CEIT AH AR MRIT RGPS5 AR N SSARIRAT IR P b B
S B CUPRON” AEAMAUE SCAE)

Disclosure An explanation or exhibit attached to a financial statement, or report.

P 3 0 554 3 B o 1 1 B i 2

Discount 1. In the case of debt securities, the difference between the price paid by

an investor and the face value.

2. In the case of products for sale, the difference between the price paid
by a customer and the full price of the item.

WEE, Hrdn 1. FEfSSIETF T, 4R G SR i Sl 2 %= .
2. fE A, ARE ST RIS 5z i R 2 2
Discount Factor The present value of one unit of currency that is expected to be received

in future years.

LR MR TRUYI TR AR AEAR USRI ) — A Az B2 T A LA

Discount on Bonds The difference between the face value of the bonds and its selling price
Payable when the selling price is less than the face value.

R z=dr i e 5 UK K T O BN K T A B 5 B U 2 TR B Z2 3

Discount Rate The interest rate used to convert future cash flows to their present value.
I F T4 AR I G e i N B R 2
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Discounted Cash Flow
Method

A method of evaluating future net cash flows by discounting them to
their present value. The two methods most commonly used are Internal
Rate of Return (IRR) and Net Present Value (NPV) methods.

Pl BT ik

IR AR PSR I IR, W AR KA I IR AT VR 1 7
iR OTE R AR R R (RR) VERFILE (NPV) 2.

Discounted Payback

The amount of time expected to elapse before the discounted present
value of cash inflows equals the discounted present value of the cash
outflows.

PrELBL BT A

PRI eI\ BN ILAE 5 B4 S B AR 55 BT 75 B I Ta)

Discretionary Cost

A cost whose amount within a time period is governed by a
management decision to incur the cost. (Also called Managed Cost or
Programmed Cost.)

M) RE A, IR A

FE— IR, A R 8 e AR A2 A 1) B B2 R FOA
MG E U127 N T 518 711 5 % N

(X Fx

Diseconomies of Scale

Increases in average total costs occurring from an increase in the scale
of production in the long run.

RN 5F MASHIRE, BRI P AR KT 3 0T 2 e A B A5 0

Distribution The mechanism by which products or services are delivered to the
customer.

I [ %5 1 AS A 7 ot BRI S5 BIBLA

Distribution Channels

A chain of intermediaries, each passing the product down the chain to
the next organization, until it finally reaches the consumer or end-user
(e.g., retailer, wholesaler, agent).

IrHIRIE

—kEE, BT HAUNZEER T RN A, HERERA
FIEWPEBREM T AdnEER. dkm. RHERD .

Diversification

A technique used by an investor to reduce risk by distributing investment
funds among a variety of asset classes; a strategy that implements
expansion into new product lines, new customers, new geographic
locations, new industries.

EaE, ool

BB R B A B T AR MR B P (0 57k, A B B R a1

TOH S BT B L BT AR
Divestiture The sale of one or more of a company’s subsidiaries or divisions.
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Dividend The distribution of part of a company's earnings to shareholders.
el K m] B F A 7 B8 AR

Dividend Declaration
Date

The date on which the board of directors declares a dividend.

e AEH

oS BT R H A

Dividend Discount
Model

A method used to place a value on a share of stock based on the net
present value of the dividends that are expected to be received in the
future. Expressed as D / (k — g), where D = the expected dividend per
share, k = the expected rate of return, and g is the expected growth rate.
(2 forms: constant growth model and two-stage model.)

JE R B =

FA T e TR B (LS th A M (L 77 v . 3550 D/
(k—g) . Hh: D= WIHIIIR. k= BRI, g RFMNEK
R, CHPMER: FgRKa s B,

Dividends in Arrears

Dividends owed to holders of cumulative preferred stock but not yet
paid.

PRI,

R RA B BE IR T R SAT OB

Dividend Payout

The amount of the dividend paid on a share of stock in a year.

AR o3 s AR TR

— SR AR IR A AR R BER <

Dividend Payout Ratio

The annual dividend per share of stock as a proportion of Earnings per
Share.

PRI ER, BRAR
%

BEIBEA £ A o 5 R A LE A8 o

Dividend Yield The annual dividend income per share received from a company as a
proportion of the current market price per share.
PRI i B AR D2 WAL 38 ) A B A IR o 4 JBEERAT T A7 ) B4

Downstream Costs

Costs incurred after a product is manufactured, including marketing,
distribution, and customer service.

A

P R SR R A AR, BIEE . BUIEMZ RS
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Draft An instrument signed by one person to another person requesting
payment at a future time to a third party.

bR B — A 5 — NBER B SRR, BRI — I 18] 7] 55 =5 5 3K

Drum-Buffer-Rope
System

The Theory of Constraints production application, where drum refers to
the constraint, buffer refers to the material release duration, and rope
refers to the release timing. The aim is to protect the constraint in the
system against process dependency and variation, maximizing the
systems’ overall effectiveness.

S-GB4
PR R G

ZURESAEA P BRI, P SdR AR, Gt ek R R RS e, 48
THARATBHI (] HH B RB RETRIZRE R, AR
AARALHISZR, i R RS m RGN SR R

Dual Allocation Method

A method of allocating service department costs where costs are
classified into two cost pools — a variable cost cost-pool and a fixed-cost
cost-pool. Each of these pools uses a different cost-allocation base.

XU 7 %

PERBN R (BRID) AR T k. FERF LT, AT T AP K
RN F— D RBEARAE R, R E AN TSR, XMW
AN FEA YA G 5 R AN [ ) A 70 3 K

Dual-Rate Transfer
Pricing

A method where the transfer price is set at different levels for the
supplying and receiving divisions of an organization.

X E RN E 5 FE IR —/NLEANLA P, 0 A S T RR 42 52 350 1 1 5 AN [ B R AN A

Duration The weighted average number of years it takes for the price of the bond
to be repaid, which is also a measure of the bond’s price volatility.

R 28 ] 1) 555 N K A3 B B4 BT 75 BN B Y4, X e — AN AR I AU
BPERIFEPR .

Earnings The excess of revenue over expenses for an accounting period.
Sometimes used synonymously with net earnings, net income, or
income.

R S HE NGB IS S 13 . AR5 EA S RE . S0 [

Xo

Earnings at Risk

A probabilistic estimate of the sensitivity of earnings; how forecasted
earnings might be affected by changes in certain risk factors and other
variables.
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Earnings Before
Interest, Taxes,
Depreciation, and
Amortization (EBITDA)

A metric used to evaluate profitability; it eliminates the effects of
financing and accounting decisions.

PRAE . BRI
IriE R ATHER
(EBITDA)

RIRAG T B AR B3R bR EIER B TR AR LS

Earnings Coverage

The availability of a company’s cash flows to service its debt.

Wi A2 e

] IRl i B S A HA5E 55 1 g

Earnings Distribution

A probabilistic distribution of earnings outcome such that one can
estimate the probability of obtaining a certain level of earnings. Used in
risk management.

BRI A

BRAIRMIBER AT AT DRSS IRAG R — BT FOBER A Al
TR E .

Earnings Per Share
(EPS)

Net income available to common shareholders on a per share basis.

R (EPS)

3 B A 25 R AR AS B A i A 2

Earnings Quality

The extent that net income is a realistic portrayal of operating
performance (i.e., that reported results have not been intentionally
overstated or understated by management).

2
=
fEm

R

il as HS I B IS SRR (BVE B B A RS R U AR & 4 A
.

Earnings Yield

Earnings per share for the most recent 12 months as a proportion of the
current price per share.

TS BT 12 A A AR R R A LA
Earnings-Based Techniques used to value a share of stock or entity based on earnings
Valuation expected to be generated by the item or entity. Generally involves
present value models.
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Economic Order

The optimal amount of an item to order when inventory is reduced to the

Quantity (EOQ) reorder point. (Also called Optimal Lot Size.)
KT A7 DRI B FAT B AT Y i i e e . (UK “lReBEEEE” . D

Economic Profit

A return to investors that exceeds the opportunity cost of financial
capital.

2 b

Y < R B A PR AL 2 B (1 5 5 [ o

Economies of Scale

Reduction in an entity’s per unit cost associated with production
processes that produce large volumes of output.

FUBLLE 5F

SEAARZE P IRURE P 1R BLAL BAS R KRR A 7 1T 45 DA FEARG

Effective Interest Rate

The internal rate of return or yield to maturity of a bond at the time of
issue.

EERVEIIES 127 RAT IR B A A T e R R S 2 6
Efficiency (Usage) The difference between the actual quantity of input used and the
Variances budgeted quantity of input, multiplied by the budgeted price.

MR (HE) £57

KRR RN E S RN R 2, TS

Efficient Market

The hypothesis that security prices always fully reflect all publicly avail-

Hypothesis able information concerning traded securities.

AR R IRIIZ L, UEFHNAR AR 709 AT AL GRS T A TS B

Elasticity A measure of the degree to which a price change for an item results in a
unit change in supply or a unit change in demand.

Sk BN A AR AR BT AP R B b S B b e A el R SR B = AR R

B

Elasticity of Demand

A measure of consumer response to a change in the price of a product
or service. Calculated as the percent change in quantity demanded
divided by a percent change in price. Depending on the response, the
product or service is called either elastic or inelastic.

i R B B 7 e BUIR S5 AR AR B SN RS o THE AR TR ERH
o LEAR AR LAAS B 73 EAL Sl . A RAGOLIIAN D, 3257 di R 55 PR
HA A BA R,
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Encryption A procedure that transforms information, using an algorithm, to make it
unreadable to anyone who does not have the key to decode the
message.

e M EEREHAE R, R ERBL T EE AR ZE B,

Enterprise Resource
Planning (ERP)

ERP systems integrate (or attempt to integrate) the data and processes
of an organization into a single unified system.

BRI (ERP)

ERP R A LW B RAERE S (BB S) h— 18R —14
T2 \é}‘ﬁo

Enterprise Risk
Management (ERM)

A process applied across the enterprise designed to 1. Identify potential
events that, if they occur, could negatively impact the enterprise; and 2.
Manage this risk to provide reasonable assurance to management and

the Board of Directors.

X EEFE (ERM)

B TN — TR, BAE: LRGN, — B RA ™
AR R 200X KRR B, b i B R AR S A
HAE A E O,

Enterprise-Wide

Used to describe systems and processes in use throughout an
organization.

B S i) T i 3 RS 2 SN AL BT A5 D 2% TR G A AU BT B 458 Y

Entity A person, partnership, corporation, or other separate identifiable unit.

SR AR MNS Btk 2w EG b S BT BRI B A

Equilibrium In economics the state of a market for a product or service where there
is a balance of supply and demand

Byl FEL G2 Hh 2R 7 b B 551 B A 75 P A5 I ) T 37 R0

Equity The residual amount after deducting an entity’s liabilities from its assets.

The amount that shareholders own in a corporation.

B, 778 135

AR B B T BUR IR BRAE 2 7] 1A R 40

Equity Carve-Out

When a parent company sells a minority (usually 20% or less) stake in a
subsidiary for an IPO. (Also called partial spin-off.)

ALy %1 BEA FHEAE T A B A D BURAL GRFEA G T 20%) 1ENE IRATT S
i (PO)Y . (XFRHFRIES. )
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Equity Multiplier

Total assets as a proportion of common equity. (Also called Financial
Leverage Ratio.)

&R

SNBE P A A R (OURR “W S ATAREEE” o D

Equivalent Units

A measure of the physical quantities of inputs necessary to produce
output of one fully complete unit.

AT s THRA T — A E a5 LRI T R BN S & .

Ethics Code A list of principles and/or standards governing the conduct of individuals
within an organization.

TE A ) )R LN A & NAT B — AL ) A/ v )

Ethics Help-Line

A resource for obtaining guidance on ethical dilemmas; generally in the
form of an exclusive telephone number that connects to an ethcs
counselor.

T TR, FETEAE ) AL TPy s sy, SRS IR SR AT . W@ EAT R E
TS, AT TE A A S N IR R

Eurodollars Deposits denominated in U.S. Dollars at financial institutions outside the
United States.

/I ESpW FAAEAE S B DL R . ASETTiH i A7 K

Exception Reporting

Reporting that alerts management by focusing on significant deviations
from planned performance.

G il ] SN

PSRRI S PR R S 25 8 1 R SRR s DLl 7

Exchange Rate

The price of one country’s currency in terms of another country’s cur-
rency.

oS

—E A T 5 B B S

Exchange Rate Risk

The risk that the value of a cash flow will decline due to a change in
exchange rates.

ER A

P eIt B B OME 25 BN 2 AR Bl 1M T Bk A XU o

Exercise Price

Price at which a call option or put option may be exercised (carrying out
terms of agreement). (Also called Strike Price.)

TR A% AT TR BRI Ty (RISENE DRSO 2 A 2530 ISR . (OURK
iR . D
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Expected Value

The weighted average of the outcomes of an action, in which the values
of the possible outcomes are weighted by their probabilities.

LILEELIE]

RIUAT SN E5 RAIBCT- KL, Herp 2% nl RELE R A E DL UL

Expenditure

Payment for goods or services received that may be made at either the
time the goods or services are received or a later time.

S DN BT T it IR 55 SOAST BRI, S HE T AR WA 38 7 it R 95 ) [ IS B A
J& o

Expense Cost of goods and services used in the current accounting period.

o H] 4 2 S0 TR A A T i R IR S5 B RRAR

Expense Recognition The recording in the accounting system of a cost.

o HIhIA H—IEAILA ST RS

Expropriation Risk

The risk of a foreign government seizing the private property of a
company.

fIE XGRS

— Ko w I AAAT W 77 A RS A B RO B M ) XU

External Factors

Factors beyond the control of an entity that influence overall economic
conditions or the market for its product.

CEIES N

SRR RE T L X i AR G IR L Bz Al K7 i T 7 AR M ) A
o

External Failure Costs

Costs that an entity incurs when it detects nonconforming products or
services after delivering them to customers (e.g., warranty repairs and
product liability).

BB i e A

SEAA A 2 7 S B R R BN A% 7™ il BT 55 1 R AR D 3 (AR ERAB AT
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External Financial
Reporting

The reporting of financial information focused on an external audience
(lenders, investors, and the general public).

G il X SN 554

PAANARAE B IR OBGRON . SR B8 A — e A ) Dy H T 4 1| A 5545 6
o

Extraordinary Items

Under GAAP, events that are unusual in nature and infrequent in
occurrence.

AR w VET H ERNIHEN (GAAP) &, FEATH, R H IS
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Factory Overhead All manufacturing costs except direct materials and direct labor.

T TaE SR FR LA B B N T BN BT )3 A

Factoring The sale of accounts receivable at a discount to a factor (usually a

financial institution). The financial institution then collects the accounts
from the customer.

PISOCR ik PRER

SRR L SISO R AT At B 4 AR R o AR R S 1) 2 P HE UK K

Fair Market Value

The exchange price that would prevail for a good or service traded in an
active market consisting of a large number of well-informed buyers and
sellers dealing at arm’s length.

e E

FENHERTED AT ST 38 5 B AR 2 SR T35 AR 2 SE 7 AL s
BRI, 22 5T b IR 55 FIN@EAT KA S

Fair Value Method

A method used to value an entity’s investments in marketable securities.
If the fair market value of marketable securities falls below the carrying
value, then the value of the security should be reduced to the fair market
value.

7NV WK IERES

TGS S M R BB R 77 7% A0SR A HrilE 2R B 4 o i (e P 221K
THIKIANE, W RLEEZAE S B E > B2 fo T

Favorable Budget
Variance

A variance arising when actual or current performance exceeds
expected performance.

AT 7 5+ SEBREG A B STRGE TR S R 22 R BB 00

Feedback The process of informing users of information about how actual perfor-
mance compares with the expected or desired level of performance.

S B I P SR b 1 380 OIS B8 1 S UK AR B an T i A%

Financial Accounting

The accounting for assets, equities, revenues and expenses of an entity;
primarily concerned with the historical reporting to external users of the
financial position and operations of the entity on a regular periodic basis.

W% =it

ARG Bt BN 21t 2B R AR E R SR
I 52 R A SR I SR DA E 3 45 R D sl i

Financial Accounting
Standards Board
(FASB)

An independent board consisting of seven members responsible for
establishing generally accepted accounting principles for the U.S.
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Financial Budget

The part of the Master Budget that includes the Capital Budget, Cash
Budget, Budgeted Balance Sheet, and Budgeted Statement of Cash
Flows.

Wt 55 154

SIS, AT e it 5 R Bl e
MER.

Financial Instrument

An instrument having monetary value (e.g., bond).

SR, SRTH

ARMIMERES (nhizs) .

Financial Leverage

The extent to which the assets of an entity are financed with debt.

WA 55 ALAF

P53 55 D SEAR ) 58 7 B Ak R Bt AR T

Financial Leverage
Ratio

Total assets as a proportion of total common equity, which measures the
extent of financial leverage.

WA 55 FLAF EE 2

BT S A At SRS R, X — R R W ST ATAT AR

Financial Reporting

Presentation of financial information indicating an entity’s financial
position, operating performance, and funds flow for an accounting
period.

G il 4 5541 T

WEMFEL, WS THAR SRR SR BB SO Gt &

Financial Statement

A report containing financial information about an organization, including
the Balance Sheet (or Statement of Financial Position), Income
Statement, and Cash Flow Statement.

W5k

R 1AM SE L MIRE S, BFEE AR (8 MERIE” D . F
HRRMIL R ER.

FOB (free on board)

The seller pays the shipping costs. Title passes to the buyer upon

Destination receipt of the goods.
H (11 AZ T LT E Y. KITWRI Y G, BV A B VAT .

FOB (free on board)
Shipping Point

The buyer pays the shipping costs. Title passes to the buyer when the
goods are shipped.

iz R Bt
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Financing Expenses

Expenses incurred by an entity in order to issue debt or equity
securities.

Rl 5% 2 SR T ORAT 55 U SR 1T R A B

Finished Goods The part of inventory that accounts for the completed product, ready for

Inventories sale or other disposition.

A7 B2 BRI SE L7 b, A RS RVAR 5 B A AL

Firewall A network configuration (usually both computer hardware and software)
that prevents unauthorized traffic into and out of a secure network.

bige B bR A 22 2R B ZE IC . Gl BRR TH LRIt fi
B

Firm A business entity, such as a corporation.

N

AV, A

First-In-First-Out (FIFO)

A method of inventory valuation and cost flow assumption, where the
ending inventory cost is computed from the most recent purchases and
the cost of goods sold is computed from the oldest purchases, including
beginning inventory.

seikse iy (FIFO)

A B R AR AR BB TR T 53, R Dt e JE B
AL, BIORAIL ST (BRI TD KI5

Fiscal Year

Any accounting period of 12 successive calendar months (or 52 weeks,
or 365 days), used by an entity for financial reporting.

S, WEEFEE

R —AN %S 12 MH B H (85 52 8% 365 K) A Rkiesit-#iE, N
SEARTE G 1] W0 4% i 25 5 TR FH

Fixed Asset A noncurrent, nonmonetary, tangible asset used in the normal
operations of a business.
[#] 7€ 937 (o AR = s S ey R =0 281y ) N | o QR G =0 S A g

Fixed Asset Turnover

Measures an entity’s ability to generate sales from fixed assets. It relates
sales to net property, plant, and equipment.

[ 5 B 7 Jel e FRAT B ARV 52 587 P AR S IR 1. BRI ESME R
Yy A5 AR Rk K
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Fixed Budget

A budget with fixed and unchangeable amounts of revenues and
expenses. (Also called a static budget.)

[ € TS

BN S B 2 L[ e AR MU . OORERSTS. )

Fixed Charges

Fixed financial costs such as interest payments and lease (rent)
payments.

[ 5 9% F

HMUESCHI ST ) S H A5 [ 8 I 95 AR

Fixed Charge
Coverage Ratio

A leverage ratio, represented as earnings before fixed charges and
taxes divided by fixed charges. Fixed charges include interest, required
principal repayments, and lease expenses.

[# 7 2l ] DR i bE 2 PAFTIBR [ 1€ 9% FH AIB 0 BT I A28, B AT 5E 2% F BT A3 1 — AT AT L
o [HERMAFENE. FEEIENAE. AT,

Fixed Cost A cost that does not vary with the volume of activity in the short term.
(Also called Nonvariable Cost or Constant Cost.)

[ 78 A FLAN AR E AW A . (UK “AZZRA” 8 “IHE A

)

Fixed Exchange Rate

A monetary system in which a country’s currency is set at a fixed rate
relative to other currencies.

[t 7 Y% — [ B xS A 7 )9 R E AN AR R B | L
Fixed Overhead Overhead Costs that do not vary with the level of output
[#] %€ [ 4% 9 H] ANBE 7 B 7K P AR B ) TR AR

Fixed Overhead
Spending Variance

The difference between the fixed overhead incurred and the fixed
overhead budgeted.

[#] 5 [ 12 2% FH AR B 22 52

SR A A 1 1] 5 T 22 Bl P -5 U5 14 [ 5 1) 422 28 P 2 M) ) 22 0

Flexible Budget

A budget in which the budgeted amounts may be adjusted to any activity
level.

PR TR

PG <5 AT 422 A M A MY B KT DA e ) TR

Flexible Exchange Rate

An exchange rate for a country’s currency that is determined by the
market forces of supply and demand. (Also called Floating Exchange
Rate.)
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Floating Exchange
Rate

An exchange rate for a country’s currency that is determined by the
market forces of supply and demand. Also referred to as a Flexible
Exchange Rate.

FANER —EB IR RIS T B R E . XK CHRIIERT .

Flowchart A graphical representation of the flow of information in which symbols
are used to represent operations, data, reports generated, equipment,
etc.

T M SARSE L. Bds. ARRRE . BEERE BRER,

Forecast A projection of the expected financial position, results of operations, and
cash flows based on expected conditions in the future.

ot

A AOR I UL, AR SR 26Nl RAIBL e T (0
i

Foreign Corrupt
Practices Act

A U.S. federal law requiring any company having publicly-traded stock to
maintain records that accurately and fairly represent the company's
transactions, and have an adequate system of internal accounting
controls. Enacted with the intent to bring an end to bribery of foreign
officials.

5% [ A s B iR i

IR EIB AR, e L BT AR, EERRFENA S, A
IR AT AL 5, HF R T AR S THER R ST, Hfi e BAESE
I A R ELR

Foreign Exchange

Financial instruments, such as paper currency, notes, and checks, used
to make payments between countries.

HNE SHEZ AT A SR TR, wglm. B
Forfaiting A form of finance where a third party purchases trade receivables from

an exporter at a discount, and then collects from the importer the
payment using the shipped goods as collateral.

REEFIST I (& F
N ARPIE” )

AR I B =I5 A A R AR B SE R B, AR A
I AR, AAEE F1R R HLSCR

Forward Contract

A non standardized cash market transaction in which the delivery of the
commodity is deferred until after the contract has been made.
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Forward Delivery

A transaction in which the settlement will occur on a specified date in the
future at a price agreed upon on the trade date. (Also called Forward
Trade.)

v
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Forward Market

A market in which participants agree to trade some commaodity, security,
or foreign exchange at a fixed price for future delivery.

T Z H5HE AR E N TSGR EAT R B IESREOONCAEAS 5 BT
j:i] o
Franchise A license granted by one entity (franchisor) to another entity

(franchisee), entitling the franchisee to produce or market a product or
service in a specific area, for a specific time.

BER RV
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Fraud Triangle

A model for explaining the factors that cause someone to commit
occupational fraud. It consists of three components (opportunity,
pressure, and rationalization).

PEME— R RNV VE R R OB . 3G =N (Bl IR A& 3
4%) o

Fraudulent Intentional perversion of truth in order to induce another to part with
something of value or to surrender a legal right.

VR N FEAE 53— J7 TG AN i BB B VA AR T W 8 it FO {5 SRS

Fringe Benefit

Non-wage forms of compensation, including pensions and health
insurance, provided to an employee in addition to monetary
compensation.

AR K te mPERE AL, 1A AR AE TR R R, BFEFHEZ S RET R
K
Full Cost The sum of all the costs in all the business functions.
E A Al 4= I T R 1T A R 00
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Full-disclosure The principle that requires companies to disclose any circumstances and

Principle events that would make a difference to the users of the statements.

Favag il TR o A BT AT AT 200 WA 55 0 AR FH 8 A R Ve T S A7 0 ) D U

Function The general end or purpose to be accomplished by an organizational
unit, such as administration, selling, or research. It can also be a group
of related activities serving a common end.

HRRE HATEUE B A8 st R S A ST TSR — i B AR e H ). AT L2 R

55T B ARE)— AR RT3l

Functional Currency

The currency of the primary economic environment in which the entity
operates.

ThReE bt

SEAR N EHIZ EE B R 32 B2 B A A B

Future A legal agreement to make or take delivery of a specified instrument at a
fixed future date at a price determined at the time of dealing.
Ll FEE T BIARK H I, 1258 5 Wi Bt s, 224 B ks & 340 1 ST

o

Generally Accepted
Accounting Principles
(GAAP)

The body of accounting rules, methods, and procedures endorsed by
the accounting profession, either by convention or by authoritative
literature, as a guide to the preparation of financial statements.

~NE RN
(GAAP)

2 B BB E ST ) D 2 THAT LA AT I — RS = R 7
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General Ledger

The primary record of a company's financial information containing all of
the accounts maintained by the company.

ISYLIS

AEWSERREEILR, BHAFKAEKH.

Geographical Pricing

Product and service pricing based on the marketplace in which it is
provided.

Hidsl 5 Ay

L7 ity A0 A 55 (1 I T 37 9 Rt ) )2 Ao

Goal Congruence

A characteristic of a management control system that is structured so
that the goals of individuals are consistent with the goals of the
organization.

H br— Sk IR RGN —ME, B XEERSER, ReIR TH) B AR Sk H
PREAS— 5.
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Going Concern

The assumption that, in the absence of evidence to the contrary, a firm
will continue to exist indefinitely.

Ry —Iie TRV, SRR OISR B LT A PR TR GR S A7 42 S &

Goodwill The excess of the fair market value an entity above its identifiable net
assets.

[k e HH SEAA AT R B B IR 40 o SR AR

Gross Profit Margin

Net sales less cost of sales. (Also called Gross Profit.)

pul 7S Evdl

HEFPUEHE B RA . OOR “BH” o )

Gross Profit Margin

Gross profit divided by sales.

Percentage

FAR B A &5

Gross Revenue Total unadjusted revenue. (Also called Gross Sales.)

BN S50 RAEVREPPE RN B, (FR “4HERE” . )

Hardware The physical components of a computer system.

G A LI 2R S 01 2 TS B

Hazard Risk The risk within a situation that has the potential for harm to humans,
property and damage of environment or a combination of these.

J& 3 WU XN WAl R %, USCH & T U 0 S NE — 2 Y XU o

Hedging A method of reducing exposures to fluctuations in prices, exchange

rates, or interest rates.

XA Sy, BEHRME

BEAR LA A% VI3 BRI 0 B SR 0 KOS (75 2%

Held-to-maturity
Securities

Investments in debt securities that the company plans to hold until they
mature.

FrA 2R HESR

NEINFEFRIREE, TR 6OF BRI R

High-low method

Method of estimating cost behavior by using only the highest and lowest
values of the cost driver within the relevant range.

e ki
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Historical Cost

The amount originally paid for an asset, unadjusted for subsequent
changes in value. (Also called Acquisition Cost or Original Cost.)
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Holding Gain or Loss

Unrealized gains or losses from holding asset or liabilities during a
period of changing prices.

FA#im
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Horizontal Analysis

Compares each amount on a financial statement with a base amount for
a selected base year. (Also called Common Base Year Statements.)

M 5] 7 M W 25 3 b 1R — N8 ik e BRI A B B IR oM DA . (OORR “3E
AR R )

Hurdle Rate The minimum acceptable rate of return that companies will consider
from a prospective project or investment. (Also called Required Rate of
Return.)

ZI S 23w A AR I H B B P AR B IR AT 32 IR . (OURR “ e |l
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Hybrid Cost System

A cost system having characteristics of both Job Costing and Process
Costing systems.

TR A
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IMA Statement of
Ethical Professional
Practice

A commitment to ethical professional practice made by members of the
Institute of Management Accountants (IMA) that includes standards that
guide the conduct of members including competence, confidentiality,
integrity, and credibility. The statement also includes guidelines for the
resolution of ethical conflict.

5 g B o T 2 IR
NI AE S A

S EH g B THih 2 2 ARV IEFEAT 0y TR R & Ve, N ERE
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Impaired Asset

An asset whose fair market value is less than the amount listed on the
balance sheet.

.
ARG
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Implicit Costs Costs recognized in particular situations that are not regularly
recognized in the accounting records of an entity. (Also called Imputed
Costs.)
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Implicit Interest Rate

Rate that would have resulted from two independent parties negotiating
an interest rate. (Also called Imputed Interest Rate.)
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Imposed Budget

A budget that is decided by higher level management without the
participation of the manager of the unit to whom that budget relates.
(Also called Top-Down Budget.)

PRGETREL, ] 5
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Income Statement

A financial statement that reports the results of operations for a period of
time. By presenting revenues, expenses, gains, losses, and net income,
it measures a company’s success over a time period. (Also called
Statement of Earnings.)

AR 35— A E BRI S5k . R EAIRETUEN N . . F
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Income Tax An annual tax levied by a government on the financial income of an
entity.

P54 TURF AT AR 5 WAL S AR VAT ) 4 FEE TS

Incorporated (Inc.) A company formed into a legal corporation.

1R TE A ] HBAEFIENR A

Incremental The difference in cash flow, both as to amount and as to timing, between
two alternative courses of action.

W& (E UM ) RS 7 T, AE PR ATIEAT B RE 2 N Pkt E 2 7

Incremental Analysis

A method of analyzing managerial decisions that emphasizes
incremental rather than the total costs and benefits associated with an
action (or set of alternative actions). (Also called Marginal Analysis or
Differential Analysis.)
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Incremental Unit-Time
Learning Model

A learning curve model in which the incremental unit time (the time
needed to produce the last unit) declines by a constant percentage each
time the cumulative quantity of units produced is doubled.

15 AT I [R] 2 SRS
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Indenture A written agreement (also called a deed of trust) between a debt issuer
and a purchaser, stating the maturity date, interest rate and other terms.

Yy, &H 15195 A AT NI SK 7 Z IR 23T B Pl URRMEFERLD , BIRH 21
H. Rl H ALK

Independent Auditor An external auditor who has no financial or other interest in the client
whose financial statements are being examined.

Y LRYACERE WNIA! TE I 554k 3 1452 32 ¥ A% 1) 25 7 AL AT W0 55 0] Bl FL At R 2 ) A0 B o 22

Indirect Cost

Any cost not directly identified with a single final cost object, but
identified with two or more final cost objects or with at least one interme-
diate cost object. All costs other than direct materials and direct labor.
(Also called Overhead Cost or Burden.)
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Indirect Method

A method of preparing the Cash Flow Statement where net cash flow
from operating activities is determined by adding back to or deducting
from net income those items that had no effect on cash.

[HEESF
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Industry Risk

Risks companies face by virtue of the industry they are in.

A7k XS
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Inflation

A rise in the general level of prices of goods and services.
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Information System

A system consisting of people, computers, voice and data
communications, and methods organized to accomplish data and
information operations. Information systems support the running of the
enterprise’s business.

o
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Information Technology

(IT)

IT deals with the use of electronic hardware and software to convert,
store, protect process, transmit, and retrieve information.

FREAR AT
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Inherent Risk

1. The risk related to the very nature of the activities the company
undertakes in the course of business.

2. The auditor's assessment of the likelihood that there are material
misstatements in the financial statements before considering the
effectiveness of internal controls.

[ 47 XU
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Initial Public Offering
(IPO)

A company’s first public issue of common stock.

HIRAITEE (PO

TR AT E RN RAT B .

Input Controls

Controls that ensure the complete and accurate recording of authorized
transactions by authorized users and identify rejected and duplicate
items.

B ORI P e B e iC S CRER L 5, IF B IS A% A 1 H
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Insider Trading

The buying and selling of a corporation’s stock by individuals with
access to non-public information.

52 o)
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Installment Sale

An arrangement where the buyer takes possession of the property
immediately but does not receive the deed and title until a series of
payments have been made.
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Insurance A form of risk management used to hedge against the risk of a
contingent, uncertain loss; the transfer of the risk of a loss from one
entity to another, in exchange for payment.

DRI A“ﬁm FOTE0 PARIR AT RE A AR ) AN E B0 R B s JE 2k
EMT&, AR, DSR4 5y A — Ak

Intangible A type of non-current asset that has no physical substance and whose
value comes from rights or advantages conferred upon the owner.
Examples are patents, copyrights, trademarks, brand names, licenses,
and goodwill.

T B — R A ARSI B, HAE I TR T I RO B g
fbo SEBIA RN B TEbR. SR, VFRTIEAIR &S

Integrity An ethical standard in IMA’s Statement of Ethical Professional Practice
that requires members to avoid conflicts of interest and refrain from
activities that would discredit the profession.

E 5 [ B2 T DT i 2 MM TE B3 ) 2 i o ) — T A, BSR4y D e
MR, IF HAMNFARATA B R ME 2 15 5]

Interest The cost incurred or amount earned for the use of borrowed capital.

HE A8 A T 58 A P A 1) 2l FH BB 2 0

Interest-Bearing A debt instrument that includes a provision that interest be paid.

A B hiZF A& AT ERE I S UE SR o

Interim Financial Financial statements prepared for periods shorter than one year, such

Reports as monthly or quarterly.

H I 554 LT B0 ) B3 ) OO 95 A, o ) B

Internal Auditing An appraisal activity within an entity that measures and reports on the
extent to which various organizational policies are followed and goals
are met.

P SR BT R PR 255 3, AR o &% U2 2 BUR A 1% U AT H AR
SERAE DL o
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Internal Control

Controls established by management to ensure adherence to
management policies, safeguarding of assets, and completeness and
accuracy of records.

Py A ]
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Internal Control Risk

The risk that internal controls are not effective, because of either
inadequate set-up and design or lax execution.

PN A% XU
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Internal Factors

In strategic planning, an analysis of the internal strengths and
weaknesses of an entity.

SRS
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Internal Failure Costs

Costs incurred when an entity detects nonconforming products or
services before delivering them to customers. Examples include scrap,
rework and retesting.

A P8 A o e A

SEAA ) 2 7 A BRI DR R BN A% i B 55 TR R A o SR IR
kLR THELR,

Internal Rate of Return
(IRR)

The discount rate that equates the net present value of a stream of cash
outflows and inflows to zero.

A& IRIR (IRRD
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International
Accounting Standards
Board (IASB)

An independent, privately-funded accounting standard-setter based in
London, UK, with board members from nine countries, committed to
developing a single set of high-quality, understandable and enforceable
global financial accounting standards

[ P HE 22 5 2%
(IASB)

—ANHA NGBS, ATTHDE TN, SRR E AR, &
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Internet The worldwide collection of interconnected networks that use the
Internet suite of protocols and permit public access.
LRI iz F EICP SR VR A AR DT ] Rt A BRI 25 45
Intranet A private network that integrates Internet standards and applications
within an organization's existing computer networking infrastructure.
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Inventory The actual raw materials, supplies, goods on hand, goods in process of

manufacture, and goods in transit, in storage, or consigned to others, or
the act of accounting for, listing and pricing inventory.

FEE HERERD
#AF CHAEShEI)

IR, SRS HEARE JHARRh . AP R FER A (EIRTE
FEPET b T B v o ARSI, FeAF BT S EARTE AT

Inventory Turnover

A ratio that measures the number of times a firm’s average inventory is
sold during a year.

17 IR

TN TR B AR A IE

Inventory Valuation

The measurement of the cost assigned to items in inventory.

A7 Bt i

B ARGy e 25 25 T0AT B R T e

Invested Capital

The amount of capital contributed to a business by equity investors,
either directly or through the retention of earnings.

BNTEA JER A5 DL B 7 SNEGlE A as B AE, SN Tz AR B A G4

Investment Expenditure to acquire property or other assets in order to produce
income; also, the asset so acquired.

et N T PR A T D O P B A B 7 T AR T ST e e B Y B

.
S
J o

Investment Center

A responsibility center whose performance is measured in the amount of
income it earns relative to the investment in its assets.

Etan Gl

A4 AU 2 ARG T L B 7 B BB AR B B SO ST A A e

Job Order Costing

A method of cost accounting that accumulates costs for individual jobs
or lots.

I AERAE

1% 5% T 55 Bt I R BURA IR A AL ST 1% o

Joint Product Costing

A method of cost accounting used when simultaneously producing or
otherwise acquiring two or more products (joint products) that must, by
the nature of the process, be produced or acquired together. (Also
called Common Cost.)

ICMA

Page 56 of 111 Copyright © 2014




Glossary of Terms Used in the CMA Examination

(March 28, 2014)
CMA A Bt A 117 G & M 1A] i
(20144 3 B 28 H)

TERM i) DEFINITION % X
B i A 12 FH T 2P0 i o 20 [i) s A 7= B DAL A T 5 R B 30 B b 8 B 22 = iy

=t I, TR AR STk OOR “HLRMA” o )

Joint Venture

A business enterprise jointly undertaken by two or more companies, who
share the initial investment, risks, and profits.

e PR B 2 A a] 3L E I 4H (35D $8E JRURS AN 1T 4H RS R ARl

Journal A record of original entry that records transactions in chronological
sequence.

ERGAS P RN 1C 258 2 B TR A6 70 sk I 3%

Just-In-Time A manufacturing process where products are produced or procured as

Manufacturing (JIT)

they are needed rather than when they can be made

E A= (JIT)

E 5 LI M0 ARAE W] B A2 7 BRI dh R i 3G S A

Kanban A manufacturing strategy wherein parts are produced or delivered only
as needed.
BRIk AN A2 5 1T A 7 B A A ) 3 RS o

Key Performance
Indicators (KPI)

Essential measures for evaluating performance.

REEGUEIE R

SRS A K BIRA

Last-In-First-Out (LIFO)

A method of inventory valuation and cost flow assumption, where ending
inventory is measured by assigning the most recent costs incurred to
costs of goods sold, and the earliest costs to ending inventory.

Jaitsde (LIFO)

— LA PO i R A B M R E AT Ui, R EEIIRAE B T X
e KRR A AR 7 BCZ A BURRAS , R f 58 A 2 I AR 73 Be 28 SR
AU

Law of Diminishing
Returns

The principle that states that as increasingly more units of a variable
resource are combined with a fixed amount of other resources, use of
additional units of the variable resource will eventually increase output at
a decreasing rate.

e e 32 i A A MRYEIX — R P, BEAE B 22 (0 — Pr] AR BRI 5 i ] A LA BT
RAMS, BNzl A2 BRI R Praesg a7 i bR 29+ 1
B o
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Lead Time The time expected to elapse between the date an order is placed and
the date the goods or services are received.

ACAT Jl 44 AN IV B ST 380 7 i B 55 T T 75 2 P T

Leadership by Example

Leaders living and acting by the company’s code of ethics, setting a
good example, keeping promises and commitments, and supporting
others in adhering to the code of ethics. (Also called “Tone at the Top.”)

LS 0]

W NI A m TR ST W SR 34T, BSLAFRERE . (57 S UK I SCRF
N AT . (U “@RmIZEH7 D)

Lean Manufacturing

A production practice that treats expenditures for any goal other than the
creation of value for the customer to be wasteful.

w7 A2

—AhlE A T BT QUG E AAN B AR S AR IR 9

Learning Curve

A mathematical expression of the phenomenon that incremental unit
costs to produce decrease as managers and labor gain experience from
practice and as better methods are developed.

7o 4R Wa 5 22 BN 55 B3 DS B P R A A 0 1T A Jee tH BB B R 74 AR 7 RN R
AIGIZERD, AR IR RN
Lease A contract between the owner of property (Lessor) and the user

(Lessee) concerning the financial and operating arrangements for the
property.

M5, M

Wi GRAELAD FERE GRS = 1 55 2 H A E 18 22 HE
PR A TR o

Leasehold

An asset representing the right of a Lessee (User) to use property.

MBI M

IR, RYEKAN (REFIND A3 AL 0 7 IR

Least-Squares Method

A statistical method for defining a line that best fits the data points and
reflects the relationship between variables. (Also called Linear
Regression.)

/N e —Fh Gk, T E SRR AR Y] S B O SO AR R AR R
Lioko (LR “ZPERDT” o )
Ledger A book of accounts; any book of final entry.
73Rk EUUST R WV 603 742 S RPN L RS
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Legal Risk Potential for loss arising from the uncertainty of legal proceedings, such
as bankruptcy, trademark challenges, liability claims, etc.

AR BNEEAE R GEWE™ . mbsim. BRI A E Pl ae 51

HIBkR .

Letter of Credit

A binding document from a bank guaranteeing that a buyer’s payment
will be received on time and for the correct amount. Often used in
international trade to eliminate perceived risks.

15 HIIE HIARAT T E A 20 ST, PRAE SR R B 3 3K 77 B ATk . 8 72
B 51 5 v VR B AT AR 5 B8 RS

Leverage The extent to which a firm is financed by debt.

FLAF A V3B I 57155 S T R

Leveraged Buyout
(LBO)

Form of ownership change where a company is taken private; the
investor finances a significant percentage of the purchase price of the
controlling interest with borrowing.

AU (LBO)

SR P AU RO 2 IR IR, SR E I E RO R A
A, O S L AR .

Liability Probable future sacrifices of economic benefits arising from present
obligations of a particular entity to transfer assets or provide services to
other entities in the future as a result of past transactions or events.

Hifoi TR T DU ST & AR I 55, XM XSS iz A A R
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Life-Cycle Costing

The accumulation of costs for activities that occur over the entire life
cycle of a product, including design and development, acquisition,
operation, maintenance, and service.

A i Je 0 AR T
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Line Item Budget

A budget that classifies items of expense by the nature of the expense,
such as salaries, fringe benefits, travel, etc.

o WA i
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Line of Business

A set of operations directed to the production and sale of a distinctive
type of goods or services to customers
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Line of Credit

An agreement usually by a bank to make loans, not to exceed a
specified total amount, when needed by a customer

5 FH 0

HRATTER 7 /5 EE OV N 40 78 B S8k PR

Linear Programming

A mathematical tool used to optimize a function (the objective function)
subject to various constraints, all of which are linear. Often used to find
the combination of products that will maximize profits or minimize costs

AAERL FES TR 22640, HTIm¥ CHARRED e TR, @HwEH
THBIGEREREANE . FRACRA R ™ A E

Liquidation The process by which a company, or part of a company, is terminated
and the assets are redistributed.

HH ) S /NS = /NS = 1 b5 S ¥ 175 o LV S S <y

Liquidity Ability to convert an asset into cash quickly.

iEhtt, AZIRE

B R A O B 1 g

Loan Covenants

Clauses in a loan agreement that require one party to do, or refrain from
doing, certain things.

PERLE
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Lockbox System

A system where a financial entity collects and deposits payments on
behalf of an entity thereby reducing the mail and processing float.

B R4
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Long Position

The purchase of a security with the expectation that the security will rise
in value.

%k, Wingk
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Long Run A time period of sufficient length to enable decision makers to adjust
fully to a market change; the period of time in which all costs are
variable.

Y] R RE X AR SR H 5 4 OB RS IR s A AR 251 D9 28 5l A
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Long-Term Debt to
Equity Ratio

Measure of the financial leverage of a firm.
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Long-Term Liabilities

Debts due for repayment more than one year in the future or beyond the
normal operating cycle.

KA I A PR It — 4 B E L A R 57 55

Lower of Cost or A method of valuation that results in an asset being valued at either
Market Rule acquisition cost or market value, whichever is lower.

A5 T A2 LRI, DA B AN BT vH BB O B A 5 ik

Maintenance

Expenditures necessary to achieve the originally anticipated useful life of
a fixed asset.

At
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Make Versus Buy

The decision either to produce a good or service with an entity’s own
resources or to buy it from an outside supplier.

[ 1l BRA I 1R 5
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Managed Floating
Exchange Rates

An exchange rate that is mostly allowed to change (float) as demand in
currency supply and demand changes but is often altered (managed) by
governments through their buying and selling of certain currencies.

(EEZAE I PRz REZHAGOLT RO AL SN A S GR3h) PEE, (HHEE HEBUFE
SRR TN A CEED

Management The process of leading and directing all or part of an organization, often
a business, through the deployment and organization of resources.

i B R IEAERE AL, SR E —DMHL GREZ M) 4 iei—
%Bﬁj\o

Management The process of identification, measurement, accumulation, analysis,

Accounting (Managerial

Accounting)

preparation, interpretation, and communication of financial information
used by internal decision makers in order to plan, evaluate, and control
an entity and to assure appropriate use of and accountability for its
resources.

il
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Management-by- The management practice of focusing on areas that deserve attention
Exception and ignoring areas that seem to be running smoothly.

T A1 R O HE U TR EER AT X B RIS AT B 5 T T DA A

S

Management Control

An organized, integrated process and structure through which
management attempts to achieve enterprise goals effectively and
efficiently.

B PR | EHEREREA AR TARR PRI, ARk AL f) B
*/]T\‘c

Management A discussion of Management’s views of an entity’s performance,

Discussion and required by the US Securities and Exchange Commission to be included

Analysis in the Annual Report on Form 10-K.

R A BT
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Management
Information System

A system that provides past, present, and prospective information about
internal operations and external intelligence.

EHEE RS
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Manufacturing

The transformation of raw materials into finished goods.

il &

R SRR AR i et (T R

Manufacturing Cost

The costs incurred to transform materials into other goods through labor
and factory facilities.

TR RLIE L 55 30 73 A0 ) i 4 A2y HoAh R it R R B i 2R 1) 45 0
JEA

Margin of Safety

The excess of budgeted sales over the break-even volume.

LARNREE, 2Ty

TR B R ORI 230

Marginal Cost

Cost resulting from the production of one additional unit.

A BRAAS
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Market Comparables

Estimating the price of an asset by comparing to recent sales prices of
assets with similar characteristics.
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Market Equilibrium
Price

The price of a good or service that will balance the supply and demand.

374
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Market Penetration

A measure of an entity’s sales of a given product or service compared to
the total sales of all suppliers in the market. (Also called Market Share.)

WInBER
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Market Price

The current price for which a good or service is offered in the
marketplace.

Hiphis, Wi
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Market Risk The portion of stock price (or portfolio) movement that is attributable to
the movement of the market as a whole. (Also called Systematic Risk.)

i3 WU S (BOEFRA S &t i T R i AR A T A R AR 8 — 8
AN (OURR “RGHEREE” o )

Market Skimming Charging a relatively high price for a short time when a new, innovative,

Pricing or much-improved product is launched onto a market.

T I 2 ik Hrr i SR B B R R BTN, AR R AR AN AR AT

(EEAEE

Market Structure

The organizational and other characteristics of a market, in particular
those that affect the nature of competition and pricing.

EEZER]
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Market-to-Book Ratio

Current stock price divided by book value per share, where “book value”
equals common shareholders’ equity. (Also called Price-to-Book Ratio.)

IR LE R Tl
i
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Market Value

The value of a good, a service, or a security as determined by buyers
and sellers in an open market.

e FENTT T 7 b BT B 07 S5 i 2 IR IR 55 BIEZ R HO O (8
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Marketability

A characteristic of a security that allows it to be sold at a reasonable
price in a short period of time.

&
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Marketable Securities

1. Liquid securities that can be converted into cash quickly.
2. A balance sheet classification for negotiable financial instruments.

AWIESF
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Market-Based Transfer
Price

When the price for goods or services charged by one division of a
company to another is based on the market price.

[EEZE- Sty
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Master Budget

A budget that consolidates all budgets into an overall plan and control
document, for a budgeted period. (Also called a Comprehensive
Budget.)

ST TEE K — TSI R B BT 5 TS & 9 — A SR T IR 2 ) SO A B UL
(PR “EREaTE” o )
Matching The process of recognizing expenses in the same accounting period as
that in which the related revenues are recognized.
Bic bt BN R G AR IR S T [l — e v TR BEAT WA B0

Material Requirements
Planning (MRP)

A system that translates a production schedule into requirements for
each component needed to meet that schedule.

ks Kt 0 4 i) AR A 7 1 52 G o g S 122 a3 o o B B AL O TH R R G
(MRP)

Materiality The concept that accounting should separately recognize only those
events that are relatively important for understanding an entity’s
statements.

HENE TS, AR T R RLIZEA B DA IS 0 F R SR B A SR A
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Maturity Date

The date on which a debt becomes due for payment.

I H
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Maturity Matching

The matching of asset and liability maturities; i.e., financing long-term
assets with long-term sources and short-term needs with short-term
sources.

B BIRC &
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Maximum Possible
Loss

The most pessimistic view of possible loss; when referring to insurance
of a building, for example, the risk that the entire structure, its immediate
surroundings, and all the building’s contents will be destroyed. (Also
called Extreme or Catastrophic Loss.)

B i AT ER R A
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Merger The combining of two or more companies.

aIF, BE I TP FRECE 2 KA & IR,

Mission The purpose or reason for an organization’s existence.

fii i —FHLWAEAE R B BB .

Mix Variance A variance that results when actual proportions of the components of

revenues or costs are different from the proportions used in arriving at
the budgeted or planned revenue or cost, or the standard cost.
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Mixed Cost

A cost composed of fixed and variable elements.
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Modified Accelerated
Cost Recovery System
(MACRS)

The accelerated depreciation method used for U.S. income taxes.

& 15 & IS 1HVE
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Monetary Items

Money or a claim (an obligation) to receive (or pay) a sum of money, the
amount of which is fixed or determinable without reference to future
prices of specific goods and services.
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Monopolistic A situation where there are a large number of independent sellers, each

Competition producing a differentiated product in a market with low barriers to entry.

EWrPETE S BIRMFAEE NS AL Ty, BRI & B — AR i
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Monopoly A market structure characterized by a single seller of a well defined
product for which there are no good substitutes and by high barriers to
the entry of any other firms into the market for that product.
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Monte Carlo Technique

An analytical technique in which a large number of simulations are run to
infer the most likely result, using random quantities for uncertain
variables.

E LN S PIRTA — ATk, M E R R BENESUE, EE T KEECRHE T H
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Mortgage A claim given by the borrower to the lender against the borrower’s
property.

AP fEFRNICEH SR PG TBERN, ALK IRIIE .

Moving Average

A method of calculating central tendency over time in an attempt to
identify long-term trends. The average is calculated over a specific time
period (e.g. years). For each time period after the initial one, the earliest
value is dropped from the calculation and the most recent one is added
in, to make an average over the same length of time.
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Multinational Company

Company operating in several countries.
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Multiple Regression

A statistical method used to model the relationship between one
dependent (or response) variable and one or more independent (or
explanatory) variables by fitting a linear equation to observed data. (Also
called Multiple Linear Regression.)

ESMEVEPEE2VYEE|
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Mutually Exclusive
Project

Competing investment projects in which accepting one project eliminates
the possibility of undertaking the remaining projects.
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Negotiable CD

A Certificate of Deposit with a very large denomination, usually $1
million or more. They are usually in bearer form, considered low risk and
highly liquid. (Also called Jumbo CD.)
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Negotiated Price

In transfer pricing, the price charged by one segment of an organization
to another for a product or service that is determined by negotiation
between the segments.
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Net Income Income for a period after subtracting expenses from all sources for that
period. (Also called Net Earnings.)

2RI RE — BN T R B SON IR 25 S e R e . COURR “IR A7 o )

Net Loss The negative amount that results when expenses are greater than
revenues.

EEPS TR TN S8 B

Net Present Value
(NPV)

The difference between the present value of all cash inflows from a
project or investment and the present value of all cash outflows required
to obtain the investment, or to undertake the project at a given discount
rate.

HHUE (NPV)
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Net Profit Margin

A financial ratio where net income is divided by sales. (Also called Net
Profit Margin Percentage.)
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Net Realizable Value

1. The estimated selling price in the ordinary course of business less the
reasonably predictable cost of completion and disposal.

2. Accounts receivable less allowance for bad debts.
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Net Working Capital

Current assets less current liabilities.

FEIBTA (B
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Net Working Capital
Ratio

A liquidity financial ratio that measures net working capital as a percent
of total assets.
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Network In data communications, a configuration in which two or more locations
are physically connected for the purpose of exchanging data.

R 265 ERIRBES, TR, AR B A B IR
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Network Controls

Internal controls to insure accurate and secure flows of data in computer
and communication systems.

W 2% 42 B DR B £ T B AS 28 Ge A 22 A MR 3 ) PN ST 428 1
Nominal A term signifying that a value has not been adjusted for inflation.
24 SLH) 1) A 22 0ok 3 B 2K U B AN B

Noncumulative
Preferred Stock

Preferred stock whose holders do not receive dividends in arrears.

AR R IR AR M SIS I -
Non-monetary The exchange of goods or services between entities for which no
Exchange monetary instruments are involved. (Also called Barter.)
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Non-price Competition | Methods firms use to attract customers other than price reductions,
including advertising, free gifts, special packaging, etc.

AR A% T BRI 2 AN AR TG P 5%, AR S Al R
%,

Nonrecurring Items One-time occurrences for an entity involving unusual income or
expense.

Ay A= SEAR— MR A AR R RSN B H

Non-value Added An activity that increases a good’s costs without increasing its value to
the consumer.

RSB AEAF Y S0 TR ot BAS FN ARG I R 2 BB AR

No-par Stock The shares of a company that carry no nominal or par value. (Also called
Non-par Stock.)

pIIKEN ) ANty 44 S B A B 2 =] A

Normal Cost A costing system whereby cost objects are assigned the sum of direct

materials and labor resources consumed plus an allocation of overhead
based on normal capacity.

TEH A —MRATH R ITE, RUEEEA R A% SRR & A R0 BC,  {H ]
BB FH U2 0E 5 7 Re 43 B o

Normal Profit The net earnings for an enterprise that recognizes that a reasonable
return on capital (both debt and equity) is one of the costs of the
enterprise.

1EH A EEHR A (RS R AR AR 22— B3 Ak
A

Normal Spoilage Inherent product deterioration that is expected even under the best
operating conditions. It is unavoidable in the short run.

1WA R AE e B IS RS T WAL IR R AR i I B IR . 1240 4E
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Notes Payable A short-term debt instrument whereby the issuer promises repayment on
or before a specified date.
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Notes to the Financial Supplemental disclosures that describe a company’s major accounting
Statements policies and other relevant information.
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Objective Function

In Linear Programming, the variable to be maximized (profit) or
minimized (cost).

ERZNEA FEL AR, ZEMA s R CRIED Bl MM (A B2 &,

Objectivity A trait of financial reporting that emphasizes the verifiable, factual nature
of events or transactions and minimizes personal judgment in the
measurement process.
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Obsolescence

The loss in usefulness of an asset caused by technological or market
changes.

ik, BRIA PRI BT 72 A i B3R 7 A PR 2 2k
Off-Balance Sheet Financing from sources other than debt and equity offerings that are not
Financing reflected on an entity’s balance sheet, such as joint ventures,

partnerships, and operating leases.

B G iR Sl B

ML 2 PAAN BRI R BF 3K S RYEAN S R AE SEAR B B3 7 i3k L
nE vk, KRR M E TR DT

Oligopoly A market situation in which a small number of sellers comprise the entire
industry.
SRk ZE T BTN D BEE T S T 1

Operating Budget

Detailed projection of all estimated revenue, expenses, and income
based on forecasted sales revenue during a given period (usually one
year). (Also called Operational Budget.)
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Operating Cycle

The average time between the acquisition of materials or services and
the final cash realization from the sale of products.
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Operating Expenses

Expenses incurred in the course of ordinary activities of an entity.
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Operating Income

Earnings before Interest and Taxes.

B
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Operating Lease

A lease that does not meet the criteria for capitalized a lease; accounted
for as rental payments.

2B AR
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Operating Leverage

The percent of fixed costs in a company’s cost structure.

EIBALAT
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Operating Loss

Reduction of prior years’ taxable income by a current net operating loss.

Carrybacks

B K [m] 4 E AR R ATHRAT A LB

Operating Loss Reduction of future years’ taxable income by a current net operating
Carryforward loss.

ERIZTEREIES 2B VA R AR SR AF A AR N

Operating Profit The profit from a firm’s core ongoing business operation.

ED A AN AR B B AZ UL 55 BT AR R

Operating Profit Margin

A financial ratio represented as operating profit divided by sales. (Also
called Operating Profit Margin Percentage.)

LA &

PUENP AR B LU 5 T A5 1) — TV 55 Lo
t” . )

COLRR BV ANE T 73

Operational Audit

A process of obtaining and evaluating evidence about operating
procedures and events as compared with established criteria of good
performance.
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Operational Budget

A plan for the revenues and expenses associated with operating
activities of a given period. (Also called Current Budget.)
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Operational Risk

Risks resulting from breakdowns in internal procedures, people and
systems.
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Operations Activities of an entity that deal with producing, delivering and selling
goods or services.
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Opportunity Costs The value of the forgone alternatives.

DIRZS PRI IO E -

Option A legal right to buy or sell something at a specific price within a specified
time.
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Ordering Cost

The cost of preparing a purchase order, and the special processing and
receiving costs related to the number of orders processed.
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Organization Structure

The arrangement of responsibilities within an entity.
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Organizational Culture

The set of key values, beliefs, understanding and norms of an
organization.
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Organizational Goals

A desired future state that the organization attempts to attain.

HZH
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Output Controls

Output controls ensure that a complete and accurate audit trail of the
results of processing is reported to appropriate individuals for review.
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Outsourcing

The process of purchasing goods and services from outside vendors
rather than producing the same goods or providing the same services
within the company.
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Outstanding Shares

Shares of stock that are owned by shareholders rather than by the
corporation.
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Overdraft A facility (usually at a bank or other financial institution) enabling an
account holder to borrow up to an agreed amount, often for an agreed
time.
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Overhead Allocations

Methods used to assign overhead costs to products, activities, or
processes

()42 B Y 0
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Overhead Budget

The estimated or planned expenditures of an entity for overhead costs
(costs other than those directly related to products or services).

] 2 P SRR A (57 R 5 T AR S (A LS A £ B
R

Overhead Indirect costs.

]2 9k H 127359 N,

Overhead Rate

The ratio of overhead costs for a specific period related to the amount of
some measurable causal factor during the same period. (Also called
Burden Rate.)

(152 2% FH 7 e
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Owners' Equity

Claims of the owners to the firm's assets.

P E Bt O] P R m B R AL
Paid-In Capital The amount paid by investors in exchange for stock. (Also called
Contributed Capital.)
SEE B PR NBIUBA I S a8 GO “RANTEAR” o )
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Par Value 1. The dollar amount printed on the face of some stock certificates.
2. The face value of a bond.
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Participative Budgeting

A type of budgeting that allows managers to participate in the
preparation of budgets. (Also called Bottom-Up.)
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Payback Period

The period of time necessary to recover the cash cost of an investment
from the cash inflows attributable to the investment.

EaAgcilie AT 7 AR R BN A WS TR 22 150 % R B0 <5 s A T 5 P T TR

Payroll Cost 1. Payments to employees for labor services.
2. Taxes and tax-like payments an employer incurs as a legal condition
of employment such as unemployment insurance paid to state and
federal governments.
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Penetration Pricing

Pricing technique of setting a relatively low initial price to attract new
customers (a price usually lower than the market price.)
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Pension An amount given to a person usually after retirement.
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Percentage-of-
Completion Method

A method of accounting for long-term construction contracts where
revenue and gross profit are recognized each period based upon the
progress of the construction.
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Ho
Performance A general term applied to part or all of the conduct or activities of an
entity over a period of time, often with reference to some standard.
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Performance A management process of reviewing an employee’s performance over a

Evaluation period of time, comparing that performance to expectations or
standards, and communicating the results to the employee.
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Performance A quantification of the effectiveness and efficiency with which the

Measurement objectives of a responsibility center have been accomplished.
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Period Cost An expenditure or loss that is charged to the current period rather than
as a cost of the products produced in that period.
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Periodic Inventory
System

A method of recordkeeping that involves updating the accounting
records at the end of the accounting period.
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Permanent Differences

Difference between accounting income and tax income that will not
reverse in later years.
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Perpetual Inventory
System

A method of recordkeeping that involves updating the accounting
records at the time of every purchase, sale, and return.
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PEST Analysis A method of analyzing external factors, including Political, Economic,
Social and Technological.

BUGR, 20, teME | afrANER RIS, BEBUAK, KUTH, AR IREIRE .

ARIrHr

Phishing An email from someone who falsely claims to be an established,
legitimate company.
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Physical Inventory

A physical count of all inventories on hand.
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Plant

Land, buildings, machinery, equipment, furniture and other fixed assets
used to produce products.
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Plant-Wide Overhead
Rate

A single overhead rate for an entire plant used to allocate overhead
costs to products produced in the plant.

) IR B o e — IR LR, TR L) P AR R A S g 1% L) A
H = it o

Political Risk The risk of loss when investing in a given country caused by changes in
a country's political structure or policies, such as tax laws, tariffs,
expropriation of assets, or repatriation of profits restrictions.
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Porter’s Five Forces

A method of analyzing external factors. Three “horizontal” forces: the
threat of substitute products or services, the threat of established rivals,
and the threat of new entrants; and two “vertical” forces: bargaining
power of suppliers, and bargaining power of customers.
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Portfolio A group of investments held by an institution or individual.
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Post-Audit A set of procedures for evaluating the results of a capital budgeting
project.
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Post-Retirement
Benefits

Payments to which former employees may be entitled once they are no
longer employed, including pension benefits, death benefits, health
benefits, and life insurance.
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Practical Capacity

Measure of capacity that is the maximum level at which the plant or
department can operate efficiently.
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FRREM R ARE, R LT BT RS A RO AT M R KT

Preferred Stock

Capital stock that provides a fixed dividend paid before any dividends
are paid to common shareholders. It takes precedence over common
stock in the event of liquidation.
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Premium The extra amount paid for a security over and above its intrinsic or par
value.
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Premium on Bonds

The difference between the face value of the bonds and its selling price

Payable when the selling price is greater than the face value.
ezl Ay 5027 BB A DR T L T A A Z2 T 2

Premium Pricing

The practice of setting a price artificially high in order to encourage a
perception of exclusivity or status appeal.
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Prepaid Expenses Payments made for services to be received after the date of payment.
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Present Value The value today (or at some specific date) of an amount or amounts to
be paid or received later (or at other, different dates), discounted at
some discount rate.
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Prevention Costs

Costs incurred by an entity to prevent defects in the products or services
it produces. Examples include inspection, design, and quality training.
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Price Elasticity of
Demand

The percentage change in the quantity of a product demanded divided
by the percent change in its price. It indicates the degree of consumer
response to a variation in price.
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Price Variance

The difference between actual price and budgeted price multiplied by
the actual quantity of input. (Also called Rate Variance or Sales Price
Variance.)
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Price-to-Book Ratio

Current Market Price per share divided by Net Book Value per share.
(Also called Market-to-Book Ratio.)
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Price/Earnings (P/E)
Ratio

Current Market Price per share divided by Earnings per share.
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Pricing The process of determining the amount to charge customers for
products or services.
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Prime Cost The cost of direct materials and direct labor.
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Pro Forma Statements

1. Financial statements that have one or more assumptions or
hypothetical situations built into the data.

2. Budgeted balance sheets and income statements are sometimes
referred to as pro forma statements.

WitiRR, mutkiRR

1. Bl RN 7 T 2 U B AR E 2 A I 55 1R
2. WS B BT A U R RAT I B PR R

Probability

The likelihood or chance of occurrence of an event.

FAF R AR AT REE BN .

Probability Distribution

A collection of data that shows all the values that the random variable
can take and the likelihood that each will occur.
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Process Analysis

The review of business processes including definition, monitoring,
measurement, and reporting with the goal of improving processes to
meet customer requirements profitably.
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Process Costing

A method of allocating manufacturing cost to mass-produced identical or
similar products to determine an average cost per unit. Each unit
receives the same manufacturing input as every other unit. Refineries,
paper mills, and food processing companies are examples that use
process costing.
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Processing Controls

Controls on the processing stage of an information system, including
Run-to-Run controls, Operator Intervention controls, and Audit Trail
controls.
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Procurement Policies

Rules and regulations to govern the process of acquiring goods and
services needed by an organization in order to function efficiently.

SR 5 B Dy % BE R ) Pt 85 S5 1) T it RT3 55 170 o 5 ) 25 TR 25 1) 22

Product Cost The direct material, direct labor, and production overhead cost of a
product.

77 i A P ELREAR B N AR A S AR

Product Life-Cycle

The time span between the initial concept of a product or service and
the time when the entity no longer produces the product. Stages are
Introduction, Growth, Maturity, and Decline.
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Product Line

A grouping of similar products.

FRERER, 7T RS
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Product Mix

The array of products offered for sale by a company.
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Production Budget The planned cost of producing goods during a given period.
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Production Costs

The material, labor, and overhead cost of producing products and
services. Excludes distribution and selling costs. (Also called
Manufacturing Cost.)
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Production Volume
Variance

The difference between budgeted fixed overhead and applied fixed
overhead.
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Productivity The relationship between output and inputs; i.e., the effectiveness of
using particular inputs (e.g., labor) to produce an output.
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Profit Center

A responsibility center whose financial performance is measured by the
difference between its revenue and its expenses or cost.
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Profit Margin

The profit margin on sales; income as a percent of sales revenue. There
are three specific measures: gross profit margin, operating profit margin,
and net profit margin.

ZEIRERES EMIEE, FESHERARE . FIEERTETEA = B
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Profit Plan A schedule of planned or expected revenues, expenses, assets, and
liabilities. A profit plan provides guidelines for future operations and
appraisal of performance. (Also called Budget.)

A R THRIECHTH & TN S B G AR . FNE TR AR SR Y
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Profitability Analysis

An analysis performed to determine whether a specific product, group of
products, or an entire entity is making a profit.

ARANBE S b NHAEFE R iy — 4 S ECEA llE BSRAN AT B 47
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Profitability Index

A measure used in capital budgeting to rank projects, calculated as the
present value of the future cash flows from an investment divided by the
initial investment. (Also called the benefit-cost ratio.)
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Program Budget

A budget that is structured to show the expenses (and often revenues)
of the principal programs that the entity will undertake.

i H 1
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Progress Payment

A payment of an interim billing based upon partial completion of a
contract.

HLHE AR
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Project Budget

A budget of costs classified by resources and function for a specific
project over the project’s life, which may span several operating budget
time periods.
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Promissory Note

A signed statement promising to pay to a specified person or the bearer
a particular sum of money on a fixed date or on demand.

WAZE, ARG

FRVEAEZE — ] 5 H 1B SR I [ 98 R N 03 B 52 N SR Bk I i) 2%
LT

Property, Plant, and
Equipment (PP&E)

A balance sheet classification for fixed assets used in business
operations. Property, plant, and equipment items are normally grouped
and reported at acquisition cost using separate disclosure of
accumulated depreciation or depletion. (Also called Plant Assets,
Operational Assets, or Fixed Assets.)

B TR
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Prorate To allocate; to charge an indirect cost to the several cost objects that are
assumed to have caused this cost.
iz et o3 TrHC: AT A 7 BE 45 BN 5 IZ AR A T AR B
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Protectionism

Steps taken by countries to protect their domestic industries from foreign
competition.
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Provision Estimated liability or expense when the exact amount is not known.
#AK, R FEAFHAER BTG OL T, X 5T B2 F B A B T0Lg

Proxy Authorization given by one person to another so the second person can

act for the first. Often used by shareholders to authorize management
to vote shares of stock.
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Public Company

A company that has issued securities through an offering, and which are
now traded on the open market. (Also called publicly-held or publicly-
traded company.)

WSO AT H H AR B Al GRS RFFA LS
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Public Company
Accounting Oversight
Board (PCAOB)

A board established by the U.S. Sarbanes-Oxley Act of 2002 which
regulates the auditing profession and sets standards for audits of public
companies.

bl AT E R 5
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Purchase Returns and | Amounts that decrease the cost of inventory purchases due to returned
Allowances or damaged merchandise.
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Pure Competition

A model of industrial structure characterized by a large number of small
firms producing a homogeneous product in an industry (market) that
permits complete freedom of entry and exit.

Preow i — MM ZER BRI, R RO Fo VR AR P A R e B AR N A
A4 H AT () .
Put Option An option to sell a particular asset within a specified period of time for a

specified price
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Qualitative Factors

Factors that are relevant to a decision but which cannot be expressed
numerically.
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Quiality The extent to which a product or service conforms to specifications or
provides customers the characteristics that were promised.
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Quality Assurance

The function responsible for providing assurance that products or
services are consistently maintained at a high level of quality.

Jii B ARAIE
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Quality Control

A process, such as statistical sampling, that monitors the quality of
operations.

Jo A ]
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Quality of Earnings

Refers to how well a reported earnings number communicates the firm's
true performance.
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Quantity Discount

An allowance given by a seller to a buyer because of the size of an
individual purchase transaction or the total size during a specified
period.

K ifr4n 275 BT H SR AL S K B T T) B8 e e S K e Sy B2 4 ) 9
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Quick Ratio A ratio that measures an entity’s ability to pay off short-term obligations
using the most liquid current assets (excluding inventory). (Also called
Acid-Test Ratio.)

HB LR — A ATHE — A USRS PR R R 5 CREFEAE L) A A H
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Quotas Limits on the amount of a good produced, imported into the country,
exported, or offered for sale.
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Random Variable

A gquantity, resulting from measurement of a random process, that
varies, but whose statistical distribution can be determined.
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Rate of Return

A measure of the cash flows from an investment compared to the
amount of the investment.

EIECE P ES
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Ratio Analysis

The calculation of significant financial and other ratios and the
comparison of these ratios with those of prior years, industry averages,
or standards.

e
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Real Option

An alternative or choice that becomes available with a business
investment opportunity. For example, by investing in a particular project,
a company may have the real option of expanding, downsizing, or
abandoning other projects in the future. A value can be calculated using
option pricing models.
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Realize

Converting non-cash resources and rights into money, used in
accounting and financial reporting to refer to sales of assets for cash or
claims to cash.
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Receivable

An amount owed to an entity, whether or not it is currently due.

VL€

RS RAF RIS RS R,

Reciprocal Allocation

A method for allocating service department costs by including the mutual

Method services rendered among all departments.
A& X 53 i SrBCHRED (RS ETTRCAR —Fh 7%, BAE&ET ]2 AR SR A AR 55
BFEAEN
Recognition The process of formally recording an item in an entity’s financial
statements.
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Reconciliation

A schedule or calculation showing how one amount is derived from
another amount.
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Recourse

The rights of a lender if a borrower does not repay as promised.
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Reengineering

A technique used to make improvements within an

organization, focusing on identifying and abandoning outdated rules
and fundamental assumptions. The end result is a new work method to
achieve organizational goals within production, support, or decision-
making processes.
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Regression Analysis

A statistical analysis tool that quantifies the relationship between a
dependent variable and one or more independent variables.

[ )94 73 Hr
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Regression Equation

A statistical technique used to explain or predict the behavior of a
dependent variable, taking the form of Y = a + bx + ¢, where Y is the
dependent variable that the equation tries to predict, x is the
independent variable that is being used to predict Y, a is the Y-intercept
of the line, and c is a value called the regression residual.

EVEpsyE:
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Reinvestment Rate

The rate of return at which cash flows from an investment are expected
to be reinvested.

PSR

BB BIE LB Y] = B B LR

Relative Sales Value
Method

A method used to allocate joint costs in proportion to the sales value of
joint products produced.
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Relevance The capacity of information to make a difference in a decision by helping
users to form predictions about the outcomes of past, present, and
future events or to confirm or correct prior expectations.
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Relevant Cost

A cost that should be considered in choosing among alternatives. Only
those costs yet to be incurred (future costs) that differ among the
alternatives (differential costs) are relevant in decision making.
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Relevant Range

The range of economic activity within which estimates and predictions
are valid.
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Reliability The quality of information that assures that information is reasonably
free from error and bias and faithfully represents what it purports to
represent.
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Reorder Point

The quantity level of an inventory item that triggers an order to replenish
the item.
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Reorganization

1. Afinancial restructuring of an organization, such as bankruptcy.

2. Arestructuring of a firm’s operations in order to focus on core
activities and outsource others.
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Repair The activity of putting assets back into normal or expected operating
condition without an increase in the asset’s previously estimated service
life.
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Replacement Cost

The cost to replace currently owned assets.
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Reporting Currency

The currency in which an entity prepares its financial statements.
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Repurchase Agreement

A contract in which the seller of securities, such as Treasury Bills,
agrees to buy them back at a specified time and price. (Also called Repo
or Buyback.)
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Required Rate of
Return

The minimum acceptable rate of return on an investment. (Also called
Hurdle Rate.)
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Required Reserves

The minimum amount of funds that a bank is required by law to keep on
hand in order to back-up its deposits.
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Research and
Development Cost

Outlays made in an attempt to discover new knowledge (research) or to
use the results of research to develop new or improved products or
processes (development).
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Reserve A term used primarily to segregate part of retained earnings, such as for
a reserve for contingencies.

HES & GARTE EE M TR0 050 H B A e, e an R b T % 4

Residual Income

A means of measuring performance of an investment center that
stresses profit responsibility and the financial management efficiency of
the investment center manager. Residual income is typically calculated
as the difference between investment center profits and a charge for
capital resources committed to the unit.
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Residual Risk The risk remaining after controls have been put in place to mitigate the
inherent risk; or, the exposure to loss after all known risks have been
mitigated.
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Resource Allocation

A plan for using available resources, for example human resources,
especially in the near term, to achieve goals for the future; the allocation
of resources among the various projects or business units.
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Resource Driver

A measure of the quantity of resources consumed by an activity (e.g.,
floor space occupied by the activity).

el el ey X —BHENV A HAE R IR BCR TR Camizd L & R A .
Responsibility A system of accounting that assigns revenues, costs, and/or capital to
Accounting units of an enterprise (responsibility centers).
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Responsibility Budget

A budget that sets forth approved plans structured in terms of the units
responsible for carrying them out. It is a control device in that it is a
statement of performance expected of each responsibility center
manager against which actual performance can be compared.
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Responsibility Center

An organizational unit headed by a manager who is responsible for its
activities.
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Restructuring

A significant modification made to the debt, operations, or structure of a
company.
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Retained Earnings Net income over the life of a corporation less dividends.
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Return The change in the value of an investment over an evaluation period,
including any cash flows received pertaining to the investment during
that period.

[k, I AN R B OME AR S, CFZIANL RN, 528 R &

Nragi =N
PILE o

Return on Assets
(ROA)

A measure of how effective an entity is at earning a return on the assets
employed in its business.
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Return on Common
Equity

A measure that indicates the rate of return on the shareholders’
investment. (Also called return on owners’ equity.)
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Return on Invested
Capital

A measure of how effectively a company uses the money (debt or
equity) invested in its operations.
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Return on Investment
(ROI)

The ratio of income earned on the investment to the investment made to
earn that income.
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Revenue

Inflows or other enhancements of assets of an entity or settlements of its
liabilities (or a combination of both) during a period from delivering or
producing goods, rendering services, or other activities that constitute
the entity’s ongoing major or central operations.
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Revenue Center

A responsibility center in which management control is focused on the
revenue that the center earns.
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Revenue Recognition

An accounting principle under generally accepted accounting principles
(GAAP) that determines the specific conditions under which revenue is
recorded in the financial statements.
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Revenue-recognition
Principle

The principle that revenue should be recognized when it is earned and
its collection is reasonably assured.
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Rights

An offer made by a company to its shareholders to enable them to buy
new shares in the company at a discount from the market price.
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Risk

A measure of the variability of the return on investment

P
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Risk Analytics

The process of defining and analyzing the dangers to firms posed by
potential natural and human-caused adverse events; quantitative risk
analysis estimates the probabilities of adverse events and the likely
extent of the losses; qualitative risk analysis defines the threats,
determines the extent of vulnerabilities, and devises countermeasures
should an adverse event occur.
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Risk Assessment

1. In capital budgeting, methods used to identify, and quantify the
relative risk of a project.

2. In auditing, a systematic process for exercising and integrating
professional judgments about potential adverse conditions and events.
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Risk Premium

The return in excess of the risk-free rate of return that an investment is
expected to yield; a form of compensation for investors who take on the
extra risk.
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Risk Response

Steps taken to deal with variance types of risk; four different strategies:
avoidance, mitigation, acceptance, or transference. (Also called Risk
Treatment.)
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Risk Transfer

Shifting risk from one party to another (e.g., insurance).
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Risk-Adjusted Return

In capital budgeting, a rate of return that is adjusted for the expected risk
of the proposed project. The net present value of a project whose risk is
expected to be greater than average is found by using a higher than
average discount rate. (Also called Risk-Adjusted Discount Rate.)
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Rolling Budget

A moving projection of financial operations for a series of weeks,
months, or quarters immediately ahead. At the end of each period, the
portion of the projection then lapsed is removed and a new projection for
a period of similar length is added to the series. (Also called Continuous
Budget.)
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Safety Stock A quantity of inventory held to meet unanticipated demand during the

time between placement of an order and its receipt into inventory, or
unanticipated delays in receiving the replenishment.
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Sales Budget

A projection of sales for a given period of time.

HEMA X A4 7E RIS ) B B P 8 5 AT A ) T
Sales Discount A reduction in the sales price of a product.
BEAT 7 i B B B TR

Sales on Installment

Arrangements in which the buyer takes possession of the property
immediately but does not receive the deed and title until a series of
payments (installments) have been made.
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Sales-Mix Variance

The difference between budgeted and actual sales caused by a
difference between the budgeted and actual proportions of products with
different profit margins.
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Sales-Volume Variance

The difference between the flexible budget units and the static budget
units multiplied by the budgeted unit contribution margin.

HELEER

SV TS ) B B S T A B TR 22300, afe DA TR 1Y) B o7 3 o

DUHR -

Salvage Value

The expected value of an asset at the end of its useful life.
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Sarbanes-Oxley

A U.S. law enacted in 2002 to specify the requirements of corporate
governance, including accounting issues. It addresses the regulation of
the accounting profession, the standards for audit committees of public
companies, the certifications management must make, and standards of
internal control that companies must meet.
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Seasonal Trend

A consistent rise or drop in business activity that occurs due to
predictable changes in the calendar.
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Scenario Analysis

The process of estimating the expected value of a portfolio, assuming
changes in key factors that would affect security values; more broadly,
the process of analyzing possible future events by considering
alternative possible outcomes.
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Scenario Planning

A planning technique where the revenues and/or costs from a few
(typically three) cases are compared.
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Secondary Offering The issuance of new stock for public sale from a company that has
already made its initial public offering. (Also called Subsequent
Offering.)
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Securities and
Exchange Commission
(SEC)

The U.S. federal agency empowered to regulate U.S. financial markets
in order to protect investors. All publicly-traded companies have to
comply with SEC rules and regulations, including the filing of annual,
guarterly, and other disclosure reports.
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Segment One of two or more divisions, product departments, plants, or other
subdivisions of an entity reporting directly to a home office, usually
identified with responsibility for profit and/or producing a product or
service.
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Segregation of Duties

A basic key internal control used to ensure that errors or irregularities
are prevented or detected on a timely basis by employees in the normal
course of business. It requires that no single individual should have
control over two or more phases of a transaction or operation.
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Selling and
Administrative Budget

A budget for costs related to selling or marketing (e.g., sales
representatives’ salaries, commissions, traveling expense, and
advertising) and for the general administration of the corporation (e.g.,
salaries of top officers, rent, and other general office expense).
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Selling Costs

Any expense or class of expense incurred in selling or marketing.
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Sensitivity Analysis

A technique that identifies and analyzes alternative outcomes of an
investment resulting from the alteration of one or more of the variables in
the analysis (Also known as What-if analysis).
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Separable Costs

For products produced in a joint process, the costs incurred beyond the
split-off point that are assignable to one or more individual products.
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Service Department

A unit (department) within an entity that provides services to other
departments of the entity.
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Shareholder The owner of shares in a company.
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Shareholders’ Equity The owner’s equity in a corporation. (Also called Stockholders’ Equity.)
P A A T EAEAT I G (XFR “FRRAM G )

Short Position

The sale of a security with the expectation that the security will fall in
value.
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Short Run

A time period of insufficient length to allow decision makers to adjust
fully to a change in market conditions. In the short run, producers may
be able to increase output by using more labor or raw materials, but they
will not have time to expand the size of their plants.
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Short-Term Credit

Credit extended to an entity by a financial institution (Bank Loan),
investors (Commercial Paper) or suppliers (Trade Credit).
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Shrinkage The loss of raw materials, work-in-process, or finished goods in terms of
weight or volume due to the nature of the product or the methods
employed for production, transportation, and storage.
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Sight Draft A draft which is payable on demand.
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Simple Regression

A regression model that uses only one independent variable to estimate
the dependent variable.
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Simulation A method of studying an operational problem, whereby a model of the
system or process is subjected to a series of recalculations of possible
outcomes to reflect varying assumptions.

ED) WU E A ) — M7, SRR OTVERS, RSB B 00 7] fE

L RREAT — RAVE R, DU A B 45 A

Situation Analysis

A method that managers use to analyze an organization's internal and
external environment to understand the organization's capabilities,
customers, and business environment.

ERkeal LI T LA A AN ARG AR AR LA O RETT, 207, AR ML SR
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Slack In budgeting, the difference between the costs or expenses actually

required in the operation of a responsibility center and the costs or
expenses that have been proposed or approved in the budget.
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Software A collection of computer programs and related data that provide the
instructions telling a computer what to do and how to do it.
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Solvency The ability to pay all debt obligations as they become due.

ATRE 15155 2 I SAS Firf 0155 1 e

Special Purpose Entity

Entities created by corporations, usually as subsidiaries but sometimes
as partnerships or trusts, for a single, well-defined, and narrow purpose,
usually the acquisition and financing of specific assets. (Also known as
Special Purpose Vehicles.)
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Specific ldentification

The inventory cost flow method in which the actual cost of the specific
goods sold is recorded as cost of goods sold.
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Spending Variance

Actual amount of overhead incurred less the expected amount based on
the flexible budget for actual inputs.
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Spin-Off A new independent company created by divesting part of a parent

company’s assets and operations, and distributing shares in the new
company to the parent company’s shareholders.
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Split-Off Point

The point of production beyond which the cost of separate products can
be measured. Up to this point, the products were either joint products or
byproducts.

I3 R RO ZAE P R 5, AR SRR B alth & fEIZR AT, 7
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Split-Up Reorganizing a corporation whereby all capital stock and assets are

exchanged for the stock of two or more newly established companies,
resulting in the liquidation of the parent corporation.
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Spot Rate

The exchange rate for immediate delivery of currencies or commodities
exchanged; the rate of interest or price being charged currently.
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Spreadsheet

A work sheet organized in the form of a matrix with rows and columns
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Static Budget

A static budget is a budget that does not change as volume changes.
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Standard Cost

The anticipated cost of producing a unit of output; a predetermined cost
to be assigned to products produced. Standard cost implies a norm, or
what costs should be.
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Standard Deviation

A statistical measure of the spread or dispersion of a set of data,
calculated as: the square root of the arithmetic mean of the squares of
the deviation of each of the class frequencies from the arithmetic mean
of the frequency distribution.
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Start-Up Costs

The costs of preparing to operate facilities which can include costs of
designing, tooling, recruiting, and training the labor force before
production starts; moving; preparation of facilities; and related general
and administrative costs.
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Statement of Cash
Flow

A statement that classifies cash receipts and payments according to
whether they are the result of operating, investing, or financing activities.
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Statement of Changes
in Shareholders’ Equity

An accounting statement presenting the individual components of
Shareholders’ Equity at various points in time and the changes that
occurred within the individual components.
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Statement of Earnings
(Income Statement)

A financial statement that reports revenues, expenses, gains, and losses
for an accounting period, usually compared with amounts in one or more
earlier periods.
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Statement of Financial
Position (Balance
Sheet)

The statement of financial position that discloses the assets, liabilities,
and equity accounts of an entity at a particular date. Comparable
information from one or more prior periods may be included.
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Statement on

Practice-based monographs on critical issues that affect the profession

Management of management accounting, published by IMA.
Accounting (SMA)
EHTHA S S PR THIM P S ARAE SL R, B B 23 T AT VA 52 00 R B K ) i i

A1 A% TE A

Step-Down Method

The method of allocating service department costs that begins by
allocating one service department’s costs to production departments and
to all other service departments. A second service department’s costs,
including costs allocated from the first, are then allocated to production
departments and to all other service departments except the first one,
etc. The costs of all service departments are ultimately allocated to
production departments.

DN WL, B
PAELAPS

IIECHR S BRI A T %, ST TP — DRSS BT T A 7 Bl 2 2B
PRSI TR HA R 5 BT ) . BRSNS BT R RA (R —
AT AR L FE B A RSAS ) Mo Bogs A2l T TATRSR 128 — AR S5 #8112 41
RIBTAT HAt AR 558010, DABCSSHE . P AR 55 38 1) (0 AR i 8 8 o e 4 A 7
e

Stock Dividends

The payment of a dividend to shareholders in the form of stock instead
of cash.
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Stock Option The right to purchase or sell a specified number of shares of stock in a

company for a specified price at a specified time.
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Stock Split

An increase in the number of common shares outstanding resulting from
the issuance of additional shares to existing shareholders without
requiring payment from the shareholders.
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Stock-Out Costs

The contribution margin or other measure of profits not earned because
a seller has run out of inventory and is unable to fill a customer’s order.
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Storage Controls

Internal controls for computer data and business information; e.g. off-site
storage, locked rooms, passwords, backups, etc.
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Straight-Line Method

A method of depreciating assets in which an equal amount of
depreciation is taken each year over the estimated economic life of the
asset.
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Strategic Business Unit
(SBU)

A business unit within the overall corporate entity which is
distinguishable from other business units because it serves a defined
external market where management can conduct strategic planning in
relation to products and markets.
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Strategic Planning

A process used to make decisions about the long-term goals and
strategies of an organization.
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Strategic Risk

The possible impact on earnings or capital arising from adverse
business decisions, improper implementation of decisions, or lack of
responsiveness to industry changes.
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Strike Price Price at which a call option or put option may be exercised (carrying out
the terms of agreement). (Also called Exercise Price.)
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Subsidiary A corporation that is controlled, directly or indirectly, by another
corporation. The usual condition for control is ownership of a majority of
the outstanding voting stock.
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Sunk Costs A past cost which cannot now be changed and therefore should not
enter into current decisions for increasing or decreasing present profit
levels.
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Supply The total amount of a good or service available for purchase. One of the
two key determinants of price along with demand.
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Sustainable Equity
Growth Rate

Maximum growth rate a firm can sustain without increasing financial
leverage.
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Swaps

An arrangement whereby two companies lend to each other on different
terms; e.g., one at a fixed interest rate and the other at a variable
interest rate.
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System

In data processing, a collection of people, machines, and methods
organized to accomplish a set of specific functions.
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Systematic Risk

The portion of stock price (or portfolio) movement that is attributable to
the movement of the market as a whole. (Also called Market Risk.)
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Systems Development

A process used to determine the needs of an information system and
then designing and implementing the system to meet those needs
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SWOT Analysis A method of analyzing internal (Strengths and Weaknesses) and

external (Opportunities and Threats) as part of strategic planning.
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Tactical Planning

A plan for achieving the entity’s objectives covering a relatively short
time period, usually one year.
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Target Costing

A cost management tool used to reduce the overall cost of a product
over its entire life cycle. The target is a predetermined cost that should
result in an acceptable price to customers as well as an acceptable
return to the organization.
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Target Pricing

Setting a selling price for a product or service based on the value of the
product or service to the customer, constrained by competitor’s prices of
similar items.
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Tariffs Taxes levied on goods imported into a country.
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Taxation The act of a government imposing a levy on individuals or corporations.
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Temporary Differences

Difference between accounting income and tax income that will reverse
in later years.
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Theory of Constraints

A method of optimizing a process when faced with limiting factors and
bottlenecks.

AR, BREER

T X R A 44 ERL 2R AR T T DA IR AR 77 7%

ICMA

Page 102 of 111 Copyright © 2014




Glossary of Terms Used in the CMA Examination

(March 28, 2014)
CMA A Bt A 117 G & M 1A] i
(20144 3 B 28 H)

TERM i DEFINITION & X

Throughput Revenue less direct material costs of goods sold.

Contribution
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Throughput Costing An inventory costing method that treats all costs except those related to
variable direct materials as costs of the accounting period in which they
are incurred. The variable direct material costs are the only ones
included in inventory values. (Also called Super-Variable Costing.)
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Time Drafts A financial instrument that is payable at a specified point in the future.
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Time Value of Money

The concept that money now is worth more than in the future, even after
adjusting for inflation, because the money now can earn interest until the
time the money in the future would be received.
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Times Interest Earned

The ratio of earnings before interest, income taxes, and extraordinary
items (EBIT) to annual interest expense. A measure of the entity’s ability
to make interest payments when they are due; i.e., the number of times
interest is covered by earnings. (Also called Interest Coverage.)
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Top-Down Approach

An approach to auditing internal controls whereby specific risk factors
are identified to determine the scope and evidence required in the
assessment of internal control. (Also called Risk-based Approach.)
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Tracking Stock

A class of common stock that is tied to the performance of a particular
division within the corporation; a way of divesting a business line without
losing complete control.
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Trade Credit

Buying goods and services on account; a form of short-term financing.
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Trade Discount

A reduction in the stated selling price based on quantities ordered or
purchased.
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Trading Securities

Investments in debt and equity securities that the company has
purchased to sell in the short term.
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Transaction Controls

Internal controls within information systems to review individual
transactions for accuracy, completeness, and validity.
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Transaction Gains or
Losses

Gains or losses that result from a change in exchange rates between the
functional currency and the currency in which a foreign currency
transaction is denominated.
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Transaction Processing

The component of an information system that converts economic events
into financial transactions, records financial transactions in the
accounting records, and distributes financial information to operating
personnel.
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Transfer Pricing

Price at which goods and services are transferred from one profit center
to another.
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Translation Adjustments that result when an entity’s financial statements are

Adjustments translated from the entity’s functional currency into the reporting
currency.
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Transmission

In communications, the mechanism by which the message is transferred
from the sender to the intended recipients.
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Treasury Bills (T-bills)

Short term securities issued by the U.S. Treasury with minimum
denominations of $10,000 and maturities of three months, six months
and one year. They are issued at a discount to face value.
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Treasury Bonds

Long term securities issued by the U.S. Treasury with minimum
denominations of $1,000 and maturities of ten years or more.
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Treasury Notes

Medium term securities issued by the U.S. Treasury with minimum
denominations from $1,000 and maturities of two to ten years.
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Treasury Stock

Fully-paid capital stock reacquired by the issuing company through gift,
purchase, or otherwise, and available for resale or cancellation.
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Trial Balance

A list of all of the accounts in the general ledger with their respective
debit or credit balances at a given point in time.

R

9 KR T BT K 7 B AT L 45 7 I 8] £S5 R AU 527 R0

Trojan Horse

A computer program that appears to perform a useful and innocent
function, however, it is actually a malicious program that is harmful when
executed.
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Uncollectible Accounts
Receivable

An Account Receivable that has been reviewed and a determination
made that the amount due will not be collected.
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Unearned Revenue

A liability that represents the amount of goods or services that a
company owes its customers. The cash has been collected, but the
revenue has not been earned.
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Unexpected Loss

Loss in excess of the expected average loss.
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Unfavorable Variance

The amount by which actual cost exceeds standard or budgeted cost, or
the amount by which actual revenue is less than standard or budgeted
revenue.
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Unit Contribution The difference between the selling price and the variable cost of one unit
of a product.

B TR BALEN 5 AR AR 7

Unit Cost The cost of one unit of a product or of one unit of a cost element of a
product. It is usually obtained by dividing a total cost by the total number
of units.
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Unrealized Gain or
Loss

An increase or decrease in the market value of a company's investments
in securities that have not been sold.
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Unsystematic Risk

The risk of price change due to the unique circumstances of a specific
security or enterprise, as opposed to the overall market. This risk can be
virtually eliminated from a portfolio through diversification. (Also called
Company Risk.)
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Upstream Costs

Costs incurred prior to the time a product is manufactured, including
research and development and design.
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Utility The relative satisfaction or need gratification derived from a good or
service.

R el it B IR 55 T 5 1 A AR R s R A 3 R IR

Valuation The process of determining the value of an asset, a security, or an entire
entity.
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Value Attributed worth, expressed in money and applied to a particular asset,
to services rendered, to a group of assets, or to an entire business unit,
such as the value of a plant or business enterprise.
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Value at Risk (VAR)

The worst loss that might be expected from holding a security or portfolio
over a given period of time, given a specified level of probability.
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Value Chain The basic business functions that increase the usefulness to the
customer of a product or service. For a manufacturing entity, the
functions typically include Research and Development, Design,
Production, Marketing, Distribution, and Customer Service.
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Value Engineering

An evaluation of the activities in the Value Chain to reduce costs without
sacrificing customer satisfaction.
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Value-Added Activities and processes that add value or usefulness to consumers of a
product or service.
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Value-Based Pricing

A pricing strategy where the selling price of a good or service is based
primarily on the customer’s perceived value of the good or service.
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Variable Costing

Method of inventory costing that includes all direct manufacturing costs
and variable indirect manufacturing costs as inventory (fixed indirect
manufacturing costs are excluded). (Also called Direct Costing.)
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Variable Cost

An operating expense that varies directly, and proportionately, with sales
or production volume, facility utilization, or some other measure of
activity.
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Variable Overhead
Efficiency Variance

Cost driver inputs actually used less the inputs that should have been
used multiplied by the budgeted rate.
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Variable Overhead
Expenses

The portion of overhead costs that increase (decrease) as the number of
units produced increase (decrease).
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Variable Overhead
Spending Variance

Actual amount of overhead incurred less the expected amount based on
the flexible budget.
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Variance The difference between actual results and standard budgeted results.
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Verifiability The ability, through agreement among measures, to ensure that

information represents what it purports to represent or that the chosen
method of measurement has been used without error or bias.
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Vertical analysis

Compares each amount on a financial statement with a base amount
selected from the same year; e.g., advertising as a percent of sales.
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Virus A self-replicating computer program that infects the host computer by
spreading copies of itself into other executable programs.
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Vision A statement describing the aspirations of the organization.
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Warrant A certificate entitling the holder to buy a specified number of shares for a
specified time for a specified price.
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Warranty A promise by a seller to correct, for a stated period of time, deficiencies
in products sold.
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Weighted Average Cost
of Capital (WACC)

An average representing the required return on all of a company's
securities. Each source of capital, such as stocks, bonds, and other
debt, is weighted in the calculation according to its percentage of the
company's capital structure.
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Weighted Moving
Average

A method of calculating central tendency over time in an attempt to
identify long-term trends. For each time period after the initial one, the
earliest value is dropped from the calculation and the most recent one is
added in, to make an average over the same length of time. More
recent data points are weighted higher than earlier data points.
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Whistleblower

Person who tells the public or someone in authority about alleged
dishonest or illegal activities occurring within an organization.
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Working Capital

Current Assets less Current Liabilities. (Also called Net Working Capital.)
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Work-in-Process
Inventory

The costs incurred to date on products for which production has begun
but has not been completed.
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Write-Off

Charging the cost of an asset to expense or to a loss account.
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Yield Income as a percentage of price.
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Yield Variance

The difference between the actual quantity of material used for a given
amount of product and the standard quantity of the material required for
that amount of product, priced at the standard cost per unit of material.
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Zero Balance Account

A disbursement (checking) account that has a zero balance. As checks
are submitted for payment, funds are transferred from another account
to exactly cover the amount of the checks, generally on a daily basis.
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Zero-Based Budgeting | Preparing a budget from the ground up, as though the budget were
being prepared for the first time. Alternative means of conducting
activities and alternative budget amounts are evaluated.

TR MEKIF A RIS, D028 — R Gm I TS — . XA % T 3 (K 46 1k 7
ARSI U 0, AR PR

ICMA Page 111 of 111 Copyright © 2014




