machine-hour overhead rate
overhead divided by the mac-
hine hours worked.
machine hour rate
the rate at which the use of
equipment is charged for esti-
mating and costing purposes.
machine hours method
the method of apportioning
overhead costs on the prop-
ortion of machine hours.
machinery and plant
mail rule
an internal control rule that
requires all incoming mail to
be opened in the mailroom.
main account

main book

the book that must be kept
under double entry system.
main material cost

direct material costs minus
cost of the purchased parts.

maintenance cost
1-cost incurred in maintaining
the equipment. 2-operating
cost.

maintenance ratio
of railroad companies, total
expenses involved in the up-

keep of road and equipment
divided by gross revenue.

major book
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majority interest

the interest in a company by
holding 50% or more than its
voting stock.

majority shareholder

single shareholder who con-
trols 51 % or more of a com-
pany.

make-up wages

the payment to female empl-
oyees who have left the wor-
kforce to have or raise their
children.

managed audit

a self-audit of the books and
records under the guidelines
set by some states

managed capacity cost

capacity cost the amount of
which could be controlled by
the management.

managed cost

management accounting

the accounting designed to
provide information for the
management.

management advisory service

the accounting service deal-
ing with the design, installa-
tion and improvement of a
client's accounting system,
plus advice on planning,bud-
geting, forecasting and other
fields of accounting.

management assertion

the representation of the
management.
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management audit

the assessment of all mana-
gement functions and tech-
niques to establish the level
of effectiveness.

management control report

a report that summarizes the
variance in standard costing
and the effect on Income.

management discussion &-
analysis

first section of the financial
statement of a government, a
discussion by management
of the significant activities of
the government as a whole in
the period and for the future.

management fee

1-a fee charged for managing
a bond issue. 2-fee charged
by mutual fund managers.

management fraud

fraudulent reporting that ma-
kes the statement mislead-
ing.

management letter

a letter from the auditor to the
managers that contains prof-
essional advice.

management representation
management review

a review by an external audi-
tor of management's perfor-
mance.

management'’s discussion

section in a quarterly or ann-
ual report in which the mana-
gement describes the prior
period operating results and
current outlook.

management statement
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a statement to stockholders
and creditors prepared by the
company's management.

manager
(Fr. = gestionnaires)

executive in a public account-
ing firm who supervises two
or more concurrent audit eng-
agements.

managerial accounting

managerial audit
(Fr. = vérification de la gestion)
managerial control

the functions by measuring

and evaluating the effective-
ness of other controls.

managerial cost accounting

accounting that provides cost
information for control, bud-
get and decision making.

manager’s fee

manual control
internal control performed
manually.
manufactured dividend
manufactured goods
manufactured product cost
manufacturing account
the account that shows direct
cost.
manufacturing budget
the statement of the estimat-
ed costs for materials, direct
labor, and overheads associ-
ated with producing the num-

ber of units estimated in the
budget.
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manufacturing cost

the cost incurred to produce
goods for resale.

manufacturing cost of goods
sold

the manufacturing cost that
has been allocated to the
goods sold.

manufacturing cost variance

the difference between the
actual and standard manuf-
acturing costs.

manufacturing expense
manufacturing labor

the labor consumed in the
manufacturing, assembiling,
rework or testing of products.

manufacturing profit
amount by which the cost of
self-made asset is lower than

the fair market price of the
same asset.

manufacturing statement
a report that shows the costs

incurred to manufacture a
product in a period.

margin
marginal contribution
marginal cost (MC)
the increase or decrease in

cost as the result of pro-
ducing one additional unit.

marginal cost accounting

accounting which traces mar-
ginal cost to the inventory.
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marginal cost equation

revenue-marginal cost = fixed
cost + profit.

marginal costing
marginal income

1-personal income other than
the regular wages and sala-
ries. 2-additional income. 3-
marginal profit.

marginal income ratio
marginal overhead

additional overhead cost that
will be newly incurred if it is
decided to make another unit
of output.

marginal profit

the excess of marginal reven-
ue over marginal costs.

marginal revenue (MR)

extra revenue from selling or
producing one additional unit
of product.

margin contribution
margin of profit
margin of safety

the excess of a company's
current sales over the break-
even sales.

margin of safety ratio

a ratio calculated as: (actual
sales - breakeven sales) +
actual sales.

market adjustment account
account used to record unre-

alized holding gain or loss of
investment securities.
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market-book ratio

the market price of a share
divided by book value per
share.

market capitalization

the market price of the total
number of shares outstand-
ing.

market discount

amount by which the market
price of a security is below its
issue price.

marketing audit

an auditor's analysis of
market environment, strateg-
ies and marketing activities.

marketing budget

details of advertising, and
promotional activities, public
relations, marketing research,
customer services, and also
selling costs, and distributing
budget.

market price

the price determined by buy-
ers and sellers in the market.

market price basis

the basis of reporting assets
at their market value in the
balance sheet.

market price method
a method of determining yield
from stock investment by ad-

ding the market price effects
to the dividends received.

market risk

market value

(Fr. = valeur marchande)
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market value adjustment

the increase or decrease in
the surrender value of a life
insurance policy or annuity
contract depending on the
market.

markon

the amount added to the cost
to arrive at the sales price.

mark up
marriage value

the amount by which the val-
ue of two companies, if mer-
ged, is greater than the sum
of their separate values.

marshalling

the listing of assets and li-
abilities in a balance sheet
according to their liquidation
order.

mass asset theory

the judicial concept that the
elements of goodwill can not
be broken down into distinct
items.

massive statement

a statement showing the per-
formance of many projects
concerning environmental im-
pacts.

master budget

comprehensive or overall pla-
n for the business that typi-
cally includes budgets for
sales, production, equipment,
cash and a planned income
statement and the balance
sheet.

master control account
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master limited partnership

the partnership that looks like
a corporation in that it acts
like one and is traded on a
stock exchange, but is taxed
like a partnership.

master pension plan

a qualified retirement plan sp-
onsored by a financial institu-
tion.

master's account

an account used by the
agency bookkeeping in which
the operating capital of the
corporation is finally entered.

matching concept

a concept holding that when
balancing cost against inco-
me to arrive at a net profit or
loss in a period, the cost
taken is accrued cost and
income is accrued income.

material
(Fr. = d'importance relative)

the integral component of the
finished goods.

material asset
material audit

internal audit that focuses on
the cost of materials.

material burden

material information

the information that would be
likely to affect a stock's price
once it becomes known.

material in process
material in the process of ma-

nufacturing and not yet fini-
shed.
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material inventory

the material held in stock.
materiality
(Fr. = importance relative)

a concept that decision mak-
ers should take into account
only those factors which will
be significantly affected by
their decision.

material ledger

the ledger for recording re-
ceipts, issues and balances
of every raw material item in
stock.

material price standard

an estimate of what the price
of a unit of a given raw
material should be for the
next period under economic
purchasing condition.

material quantity standard

estimate of the quantity of a
given type of material that
should be used in manu-
facturing a unit of output
under carefully controlled
operating conditions

materials cost

the expense incurred to ac-
quire the materials to be used
in the production of the go-
ods.

materials purchases budget
a budget which shows quan-
tity and cost of each material.
materials return journal

the journal for recording mat-
erial returns.
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material weakness

a condition that does not
reduce to a low level the risk
that material misstatements
might occur and not to be
detected timely by employees
in the ordinary course and
performing assigned function.

matrix bookkeeping

old bookkeeping system that
uses spread sheet to set the
credit items (column) and
debit items (row) into a ma-
trix.

matrix form
maturing liability

a debt soon due to be paid.

maturity date

the date on which a bill or
note, an insurance policy, or
a bond becomes due for
payment or repayment.

maximum cost

the maximum amount of cost
that may incur.

maximum foreseeable loss

the maximum dollar which can
be lost if a catastrophe occurs.

maximum probable loss

the maximum amount that
can be lost under realistic
situation.

meals and entertainment
expense

the tax deduction up to 50%
of the cost of meals and
entertainment incurred in the
ordinary course of bus-iness.
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means of salvaging

means used by an auditor for
rendering piecemeal opinion
when he can not provide
either qualified or unqualified
opinions.

measured income

memo
(Fr. = mémoranda)

written record supporting jou-
rnal entries.

memorandum entry

an entry with description only,
no debits or credits are inclu-
ded.

memorandum of audit
mental accounting

the tendency to categorize
funds or items of value even
though there is no logical
basis for the categorization.

merchandise inventory

unsold merchandise on hand
at a given time.

merchandise ledger

a detailed ledger for record-
ing receipt, selling and the
balance of each merchandise
on hand.

merchandise purchases
budget

the estimate of the units and
costs of merchandise to be
purchased by a firm.

merged account
an account which contains

the balance carried forward
from the last budget year.
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merger
(Fr. = fusion)

acquiring assets and liabili-
ties of one or more other
companies in exchange for
the stock, cash or other
properties.

method of accounting
method of fixed percentage on
cost
micro accounting
the accounting for a person,

a company, or a government
agency.

mid-term audit
mid-term gain or loss

profits from the sale of pro-
perty owned more than one
year but not more than 18
months.

mine development cost
the cost incurred to develop
minerals.

mine exploration cost
a cost incurred before a mine

has reached the development
stage.

minimum cash balance
safety cushion needed to
avoid a future cash shortage.
minimum lease payment
regular rental payments excl-
uding executory costs to be
made by the lessee to the
lessor in capital lease.
minimum wage
the smallest hourly wage that

an employee may be paid as
mandated by law.
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minority interest

equity in a subsidiary not ow-
ned by the parent company.

minority shareholder

the shareholder who owns
less than 50% of the voting
stock of a company.

minutes book

the formal record of the
issues discussed and actions
taken in meetings of stock-
holders and of the board of
directors.

miscellaneous cost

cost that is not frequently
incurred and small in amount.

miscellaneous expense

a non-recurring expense that
is very small in amount.

miscellaneous income

income not specifically listed
as a single taxable item, such
as personal service, student
income.

mischarge

an error made in the process
of charging an account.

misleading
(Fr. = fallacieux)

a wrong direction given to
those who read the financial
statement because of the
mistakes and incompleteness
of the statements.

misposted account
the account into which an
entry has been misposted.

misposting
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misstatement

an error, fraud or a direct ille-
gal amount that has an imm-
ediate impact on reported
figures.

mixed account

an account having both nom-
inal and real elements.

mixed business asset

an asset used for business
and non-business purposes.

modified cash basis

a basis that treats an asset
cost as one to be depreciated
over its life, expenses such
as rent paid in advance are
also regarded as assets and
are deductible only in the
period to which they applied.

modified equity basis

the basis under which inve-
stment in subsidiaries is adju-
sted, and subsidiary earnings
are recognized only when the
dividends have been receiv-
ed.

modified internal rate of return

internal rate of return adjus-
ted for negative cash flow.

monetary approach

an approach that uses money
as a measure for the balance
of payments.

monetary capital
monetary gain

a gain arising from holding
monetary liabilities during a
period where there has been
a rise in the price level, or
holding monetary assets in a
price declining period.
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monetary income

net income adjusted by the
purchasing power of money.

monetary liability

a liability with money amou-
nts fixed by contract or com-
mitment regardless of the
exchange rate or price level
changes.

monetary loss

a loss arising from holding
monetary assets during infla-
tion, or from holding monet-
ary liabilities in deflation.

mixed cost

the cost that is not clearly
variable or fixed, but is a
combination of both.

mixed-dollar income
mixed fund

a fund consisting of the
proceeds of both real and
personal property.

mixed income

a balancing item in the in-
come distribution account
that equals value added
minus salaries and wages,
minus taxes and plus sub-
sidies receivable.

mixed shares
the shares issued with priority

in dividend but with no or less
priority in residual assets.

modern internal audit

modified accrual

a method under which gover-
nment revenue is recognized
when it becomes available
and measurable.
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modified basis

a custom that uses cash
basis at daily bookkeeping,
but uses accrual basis at the
end of the period.

monetary measure

accounting custom of using
money for measuring trans-
actions.

monetary measurement unit
principle

a principle that accounting
should use money as a mea-
surement unit.

money balance sheet

a balance sheet showing
money receipts and disburse-
ments in a period by social
accounting.

money capital
money circuit account
money income

the income measured in ter-
ms of money.

money payment
monthly basis

the basis where journal
entries are posted into the
ledger monthly.

monthly trial balance
the trial balance prepared
monthly.

morale audit

an audit of the employee's
morale in an organization.
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movable property

1-the property that is not
fixed in place or intended to
be a permanent part of immo-
vable property. 2- personal
property.

multi-national accounting
multiple asset account

an account containing more
than one asset, created for
the purpose of depreciation
or cost recovery deductions.

multiple costing

using different costing meth-
ods in the same factory.

multiple posting method

the posting of entries into the
detailed ledger as well as into
the general ledger by carbon
papers in one writing.

multiple recording

the government accounting
under which entries are made
in more than one fund, when
there are 2 or more funds
each having authority over
the transaction.

multiple-step approach

income statement prepara-
tion method by which revenu-
es and expenses are match-
ed in several steps to get the
interim totals.

multiple-step combined
income and retained earnings
statement

a combined income and
retained earnings Statement
prepared under the multiple-
step approach.
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multiplier method

the method under which the
value of human resources is
determined by multiplying the
value of human resources of
previous period by the perce-
ntage change in the current
income.

multi-product breakeven point

breakeven point for a com-
pany that sells a number of
products determined by using
a hypothetical unit made up
of units of products in the
expected units.

municipal accounting

the accounting for city gover-
nments.

municipal bond

debt obligation issued by a
state or a local municipal en-
tity.
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narrative form

a form of reporting the ope-
rating results and the finan-
cial positions of a company
by descriptive words.

national account

an account for transactions
of all locations in a country.

National Accounting
Automated Research System

computerized database for
retrieving annual reports of
the public companies and
governmental entities.

National Audit Office

the government office charg-
ed with examining all depart-
ments and local authorities.

national balance sheet

a balance sheet that includes
all sectors of the nation's
economy.

national economic accounting

the reporting of cost incurred
in complying with anti-pollu-
tion, safety and health, and
socially beneficial requirem-
ents and impact of the busin-
ess entity on the environme-
nt.

national income

all income earned by a coun-
try's people, including labor
and capital investment.

national income accounting

the procedure that provides
information about a nation's
operation of the economic
system.
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national wealth statement

a form of the national balan-
ce sheet on which the obliga-
tions and credits among sec-
tors of the economy have
been eliminated.

natural cost

a cost classified according to
its basic nature, such as
salaries, material, expense,
etc.

natural cost system

the system under which nat-
ural costs would be gathered
together as a total for this
item.

natural hedge

foreign currency hedging that
arises in the ordinary course
of business.

near-cash asset

that portion of liquid asset
other than cash.

necessary expense
negative account balance

credit balance in the accou-
nts that normally have debit
balances, or debit balance in
those normally have credit
balances.

negative amortization

a gradual increase in mort-
gage debt that occurs when
the monthly payment is insu-
fficient to cover the interest
due, and the principal bala-
nce owed keeps increasing.

negative asset

negative assurance
(Fr. = assurance négative)

an opinion made by an aud-
itor stating that no material
modifications should be ma-
de to the financial statem-
ents.
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negative basis

tax basis in properry of less
than zero.

negative confirmation

the confirmation of accounts
payable and receivable bal-
ances by sending out letters
which will be returned to the
auditor's  only when the
balance differs from that of
the recipient's.

negative carry

a condition in which the cost
of borrowing money exceeds
the return from it, implying a
loss, except when some tax
advantages may result.

negative cost of carry
negative debt
negative equity

decline in the value of an
asset after it is purchased to
a level lower than the out-
standing loan balance that
financed the purchase.

negative gearing

an investment strategy under
which related costs such as
interest exceed income from
the asset, thus creating a
deduction against income
from other sources.

negative goodwill

1-the amount by which cur-
rent fair value of the com-
pany is less than the carrying
value of its net assets. 2-
credit diff-erential.

negative income tax

the program for a guaranteed
minimum income, which pro-
vides maintenance payments
based on low income.
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negative incremental cost
negative profit
negative verification

the verification of a bank sta-
tement if no difference is
reported in 30 days the acc-
ounts will be considered co-
rrect.

negative working capital
a situation in which the cur-

rent liabilities of a firm
exceed its current assets.

negligence
an accountant or auditor's

failure to conduct an audit
with due care.

negotiated price method

the transfer pricing method
which uses the price arrived
at through negotiation.

neoclassical school

a group of people who com-
ply with the historical cost
principle.

net accretion concept

a concept under which inco-
me should be measured by
increases in an individual's
wealth in a period.

net adjusted present value
the adjusted present value

minus the cost of an invest-
ment.

net after-tax gain
net amount payable

toral amount of tax and Medi-
care levy.

n;mt"mj incremental cost

ﬁ;mﬁﬂj net loss
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net annual income

gross annual income of an
individual less income taxes
paid.

net assets

1-active assets minus the
negative assets. 2-the fixed
assets plus net working ca-
pital.

net asset value

the value that is calculated
as (market value + cash in
hand - debts) + the number
of shares the mutual funds
have outstanding.

net basis

net capital

it equals total capital - bor-
rowed capital - deferred
capital.

net capital employed

all fixed and current assets
less current liabilities.

net capital gain

excess of the net long term
capital gain for the year over
net short-term capital losses
for the year.

net capitalized cost

gross capitalized cost minus
capitalized cost reduction.

net cash balance

the beginning cash balance
plus cash receipts minus
cash disbursements.

net cash flow

cash after paying cash exp-
enses and debt services, it
equals income plus deprecia-
tion less dividends paid.
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net cash inflow
net cash investment

the fund invested in a lease
by a lessor.

net company tax

company tax minus tax refu-
nds.

net cost

1-cost of an item before the
expense of doing business
are added. 2-gross cost less
financial gain. 3-amount paid
for the shares of a labour-
sponsored fund less any ass-
istance received.

net current assets

net current cost

estimated current cost of an
asset after deduction of
accumulated depreciation.

net debt

1-the borrowings of a firm
together with related derivati-
ves less cash and liquid as-
sets. 2-the sum of fixed and
existing liabilities less sinking
fund and other assets that are
earmarked for payment of the
liabilities. 3-net federal debt.

net direct interest expense
interest expense on short-

term government obligations
after deduction of discounts.

net domestic products

gross domestic
min-us depreciation.

products

net earnings

net errors and omissions
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net estate

the estate left to the benefi-
ciaries after deductions for
administering the estate.

net family income

income of a taxpayer and sp-
ouse or common-law partner.

net federal debt

the gross federal debt minus
financial assets, such as
loans, investments and the
foreign exchange accounts.

net income

1-excess of revenues over
expenses of a business in a
given period. 2-the amount
received after deducting
inco-me taxes, social
security  pay-ments, and
other expense.

net income after depreciation
income less capital consu-
mption.

net income after tax

income less taxes.

net income before income
taxes

net income before interest and
taxes

net income before deducting
the interest expense and
income taxes.

net income per books

the net income computed un-
der GAAP.

net income per return

income shown on the tax ret-
urn.
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net income stabilization
account

an account under the net
income stabilization account
program.

net income to net worth

net increase

amount of the increase in the
book value of an insurance
company over a period of
time.

net interest

excess of interest payments
made by the domestic busin-
ess sector over its interest
receipts from other sectors,
plus interest received from
abroad.

net interest cost

total interest that will be paid
on a debt.

net interest margin
net investment

1-the investment in a project
le$s depreciation. 2-in lease,
present value of the sum of
minimum lease payment and
the unguaranteed residual
value. 3-assets in a foreign
subsidiary plus the equity in
it.

net invoice method

the method of accounting for
cash discounts where such
discounts are excluded from
income until the discounted
goods are sold.

net lease

the lease the lessee under-
takes to pay all expenses of
maintaining the leased pro-
perty, such as insurance,
tax-es, utilities, etc.
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net level premium

life insurance premium that is
fixed from year to year.

net liquid assets

liquid assets minus current
liabilities.

net loss

1-the excess of expenses
over revenue. 2-loss absor-
bed by the insurance com-
pany minus reinsurance app-
licable to the loss.

"net" method

a method where  the
minimum lease payments
and ungua-ranteed residual
value are debited in asset
accounts, and unearned
interest is cre-dited in the
same account.

net net income

the amount that emphasizes
the net income resulting in
usable cash, after all costs
and expenses have been
paid.

net net lease

lease in which the lessee
pays rent, as well as insur-
ance and taxes that arise
from the use of the property.

net net net lease

a lease in which the lessee
pays rent, as well as all ex-
penses, insurance and taxes.

net operating earnings

excess of gross profit from
operations over operating ex-
penses.
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net operating income

the income after deducting
for operating expenses but
before deducting for income
taxes and interest.

net operating profit
net plant

of utilities companies, the
val-ue of assets and facilities
us-ed in supplying utility
service, taken at their original
costs less depreciation.

net premium

gross premium on an insura-
nce policy less dividends
received or receivable and
less premium returned.

net present value

present value of the future
cash inflows from the project
minus the cost of initial inv-
estment.

net present value method

a method for evaluating inv-
estment alternatives by com-
paring the present value of
their expected cash inflows.

net price method

a method that records inv-o-
ices at the full sale price less
cash discounts.

net proceeds

1-the amount received from
the sale or disposal of prop-
erty less all direct costs
associated with the sale. 2-
amount received from the
issuance of securities less
floatation cost.

net profit
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net purchases

total purchases minus purch-
ase returns and allowances
and discount, then plus fre-
ight-in.

net quick assets

the quick asset minus current
liability.

net realizable value

1-expected sales value less
expected additional costs of
processing a joint product
after the split-off point. 2-
what an asset will bring into
the firm when sold, after
deduction of costs of sale.

net realizable value
accounting

the accounting method for
restating the balance sheet
assets by the net realizable
value measured in money.

net realizable value method

a method for assigning joint
costs to the joint products in
proportion to their net rea-
lizable values.

net realizable value operating
income

operating income from sales
plus the operating income
from revaluation of inventory.

net receivables

the average balance of acc-
ounts receivable less allowa-
nce for bad debts.

net residual income

the controllable residual val-
ue less uncontrollable inter-
est expense.

net revenue

1-total revenue less unrea-
lized revenue. 2-revenue le-
ss total costs of a respon-
sibility center.
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net sales

total sales less discounts, al-
lowances and returns.

net salvage value

the excess of gross salvage
value over the estimated cost
of removal of a plant asset,
permissible except under the
asset depreciation range
sys-tem.

net statutory income
net surplus

profit remaining after sub-
trac-ting for operating
expenses, taxes, interest,
insurance and dividends.

net tangible assets
1-net worth less goodwill. 2-

total assets minus intangible
assets and liabilities.

net total assets
net value of debt

total value of a business min-
us total debt.

net working capital
net world income

income from all sources both
inside and outside Canada.

net worth

a company's total assets in
excess of the total liabilities.

net worth ratio

net worth divided by total
capital.

net worth to debt ratio

net worth turnover
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neutrality

quality of accounting infor-
mation that requires freedom
from bias.

new balance

the current balance of an
account immediately after a
transaction has been entered
in it.

newspaper technique

the way of audit report that
completely showing a firm's
financial position and oper-
ating results.

nominal account
(Fr. = comptes de résultats)

a temporary account for wh-
ich balances are closed out
at the end of a period.

nominal asset
1-asset with implicit value. 2-
asset that is reported at its

book value. 3- fictitious ass-
et.

nominal cost

an expenditure that has no
character of cost but which is
treated as a cost.

nominal income
nominal interest rate
nominal price
nominal profit
nominal reserve
loss reserves that are not

discounted for the time value
of money.

nominee
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nominee dividend

the dividend that is received
on behalf of someone else.

nominee interest

the interest received on beh-
alf of someone else.

nominee shareholder

a registered owner of shares
in a company, but who holds
the shares on behalf of ano-
ther person.

non-accrual asset

an asset considered by a
bank auditor as a slow-mov-
ing asset, or maybe a bad
debt.

nonaccrual experience
method

a method under which accr-
ual method companies are
not required to accrue the
amount of services perfor-
med that based on their ex-
perience will not be collect-
ed.

non-accumulation method

the method under which total
cost of a product is simply
the sum of all the costs
incurred in each process.

non-adjusting event

a post-balance sheet event
that concerns conditions whi-
ch did not exist at the bala-
nce sheet date.

nonadmitted asset
non-amortizable asset

an asset the cost of which is
not necessarily amortizable.
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nonassessable stock

a stock whose owner cannot
be assessed in the event of
failure or insolvency.

nonattest service
nonaudit service

an accounting service not

rel-ated to auditing.
nonbudgetary transaction

a transaction that involves

offsetting financial assets

and liabilities thus leaving net
fed-eral debt unchanged.

nonbusiness bad debt
bad debt that qualifies for short-
term capital loss treatment.
nonbusiness damage
any damage not related to
business, such as personal
physical injury or sickness.
nonbusiness income
noncapital loss
1-the excess of expenses

over income of a mutual
fund. which can be offset

against a  shareholder's
ordinary inco-me. 2-business
loss.

noncash expense

an expense which does not
require an outlay of cash e.
g. depreciation.

noncash income
any income in property other
than cash.
noncompensatory plan
employee stock option plan
created for an ordinary issue

of stock and does not involve
compensation expense.
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non constant cost
noncontributory plan

the pension plan under which
the employer makes no con-
tribution.

noncontrollable cost
noncontrolling interest
noncontrolling shareholder
noncumulative

noncumulative preferred
dividend

the preferred dividend that
does not accumulate when
unpaid.

noncumulative preferred stock

a class of preferred stock on
which the dividend does not
accumulate if not paid every
year.

noncurrent asset

an asset not expected to be
sold or exchanged within the
operating cycle of the bus-
iness.

noncurrent liability

claims against the assets of
an entity that will become
due in one year or more.

noncurrent receivable

account receivable that can
not be collected in the
current period.

nondepreciable asset

a fixed asset, e. g. land, wh-
ich does not deteriorate with
the passage of time, and not
exhausted through use.

nondifferential cost
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nondischargeable debt

a debt that cannot be canc-
elled in bankruptcy, e. g. ali-
mony.

nondiscretionary dividend

1-the dividend not based on
the operating results. 2-pre-
ferred dividend.

nondiscretionary trust

a personal frust the trustee of which
has no discretion in deciding how
income is distributed.

nondividend distribution

a distribution that is not
treated as a dividend but
rather as a return of capital if
the distributing company
lacks earnings.

nonequity dividend
a dividend related to a
nonequity share.

nonequity share

a share issued by a credit
union which represents a
debt to the holder.

nonequity shareholder
nonexchange transaction

a transaction in which a
government gives or re-
ceives value without directly
receiving or giving equal
value in exchange.

nonexempt income
nonexistent asset
nonexpendable trust

a trust the principal of which

can not be expended but
earnings can.
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nonfinancial asset

the asset with physical value,
such as real estate or per-
sonal asset.

noninventoriable cost
nonledger asset

1-the asset actually exists
but not included in the books.
2- property of an insurance
company that is due and
payable in the current year
but has yet to be received.

nonliability statement
the statement of the items
that do not relate to the

liability statement, e. g. licen-
se fees, cash securities etc.

nonliquid asset

nonmanufacturing cost

a cost such as distribution
cost, advert

nonmonetary asset
nonmonetary item
a financial statement item
stated in old dollars and
therefore requiring adjust-
ment in the price-level finan-

cial statements, e.g. depre-
ciation.

nonoperating asset
nonoperating gain or loss
nonopinion report
nonperforming asset
nonphysical asset

nonprenotice audit
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nonprofit accounting

the accounting policies, proc-
edures, and methods emplo-
yed by nonprofit organiza-
tions.

nonprofit corporation

the corporation organized for
charitable, educational, relig-
ious and other purposes, and
not to generate profit for the
shareholders.

nonpublic company
nonpyramid inventory method
nonqualifying debt

testamentary debt other than
death taxes in respect of
assets or interests in a trust.

nonquantifiable cost
nonreciprocal transfer

1-transfer of assets or ser-
vices from a business to its
owners. 2-exchange of dis-
similar assets in a non-
monetary transaction.

nonrecurring charge
nonrecurring cost

one time expense or write off
that appears in the financial
statement.

nonrecurring earnings

business earnings from so-
me special source not likely
to appear again.

nonreproducible asset

tangible asset with unique
physical properties, like a
parcel of land, a mine, or a
work of art.
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nonsampling error

the error due to factors not
directly caused by sampling.

nonsampling risk

all aspects of audit risk that
are not due to sampling.

nonstatistical sampling

the sampling whereby audi-
tors judge risk by using
professional judgment.

nonstock corporation
nonstrategic asset
nonsystematic risk
nontaxable income
nontrading asset

nonvalue-added cost

the cost of activities that can
be eliminated without the
customer perceiving and
decline in product quality or
performance.

nonvariable cost

the cost that does not
change in proportion to the
volume of activity, such as
capacity cost and program
med cost.

nonvisible property

nonvoting stock

normal account balance
the balance of an account
under normal condition, e.g.

debit balance of an asset
account.

AunghSsivsiiicmsng
usgmnisAnmisRnuisiituEsuAMuEH
il as] 4

mErwdstustiicung
puGgmaisumsfwnisnyitudsiveuamasn
NN ST

fificuAjBeiusaih
ShinAsigunisniisiumasw thwmilsiwmy
T

anfiingdstmsipumat)s
[syrnysivsuygan |y

fgmﬁﬂj unsystematic risk

fgmﬁﬂj exempt income
[snjunygdsivsniing

3 a %y 9
igiudsmsynninvuigy

ipidutsmngmoisumemuiniimuhe §sts
MATTHEBNS SmimnAsesanmn yRguHvams 4

igifuSsijuyn

igidy iuEsipyusimsummpissiuny-
mo gum igdemsgmn Sigidengis v

ﬁ;mﬁﬂj intangible asset
matsitundsnsagimsima
CUHRNANNE HYM

RN ISANSI{MEURSANEYM 89, [YHAY]
sumeirisnang gejrwlh |

-216-



normal-activity variance

that portion of capacity var-
iance caused by the dif-
ference between the budge-
ted activity level and a nor-
mal level of activity.

normal cost

1-cost that should be incurr-
ed in normal conditions. 2-
current service cost. 3- nor-
mal standard cost.

normal costing method

a method under which the
costs of a product is deter-
mined by the total of the di-
rect materials cost, direct
labor and overhead.

normal depreciation

the depreciation caused by
wear and tear and natural
factors.

normalizing method

normal loss

a loss that is expected and
for which provision has been
made.

normal lost units

physical units lost in produc-
tion for the reasons expected
during the productive pro-
cess.

normal performance standard
cost

standard cost determined by
the average of expected
levels of activity for the
coming periods.

normal profit

the minimum return nece-
ssary to persuade capital
suppliers to retain their
investment in a firm.
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normal spoilage

loss of physical units that is
normal in the production
process.

normative accounting

a theory which holds that
accounting should be based
on the events that have hap-
pened.

note
note payable

a liability evidenced by a
formal written promise to
pay.

note receivable

a promissory note to be
collected from a customer.

note to financial statements

a descriptive note attached
to the statements.

notice account

the savings account in which
the owner promises to tell
the bank in advance before
withdrawal.

nuisance value

the amount an insurance
company will pay to settle a
claim even though it is
invalid.

numbering system
a system where all docume-

nts and accounts are num-
bered.
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object classification

the classification of ledger
accounts into assets, liabili-
ties, capital, etc.

object cost
objective

objectives of financial
reporting

goal of presenting useful info-
rmation to financial stateme-
nt users.

objective statement

cost statement expressed in
direct costs or objectives of
the expense.

objectivity

1-a concept that focuses on
the factual, unbiased informa-
tion as a basis for a business
decision. 2-the degree of
disclosure of facts of an acc-
ounting measurement system

obligatory audit

observation
(Fr. = observation)

an audit procedure pertaining
to watching or witnessing the
performance of some activity.

observation test
physical and visual verifica-
tion by inspection of financial
statement items or activities.

occurrence

the recorded transaction act-
ually occurred.
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official audit

the audit of an insurance
company by a government
agency, such as the Depar-
tment of Insurance.

old account

an account receivable collect-
ed after a long period of time.

once-a-year physical count

the physical inventory taking
under the perpetual inventory
system, usually at the end of
a year.

on-site audit
on-site peer review

a review that examines a
CPA firm's system of quality
control over its accounting
and auditing practice, and
usually includes a review of
selected accounting and
auditing engagements.

opening balance account

an account with an opening
balance carried forward from
the last period.

open ledger

a ledger that is open to the
external parties.

operating audit

examining, analyzing and
appraising the overall perfor-
mance for searching ways of
improving efficiency and effe-
ctiveness.

operating cash cycle

a series of events that begin
with taking cash, investing it
in inventory, making credit
sales and generating acc-
ounts receivable, and conver-
ting the accounts receivable
back into cash.
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operating effectiveness

how an internal control was
applied, the consistency with
which it is applied, and by
whom.

operating reserve

allowance for costs such as
repairs or maintenance which
have not yet been incurred.

operating risk
(Fr. = risque d'exploitant)

a risk of loss caused by
fluctuations of operating inco-
me.

operational asset

an asset used by the firm in
generating revenues, includ-
ing tangible and intangible
properties.

operational audit

an audit performed by the
internal auditors to evaluate
the efficiency and effective-
ness of an entity in achieving
its goals.

opinion audit

the audit performed to
prevent material effects on
statements.

opinion paragraph

the paragraph in an audit
report which expresses the
auditor's conclusions.

opinion shopping

a company's action of sea-
rching for an auditor who will
give a positive opinion of its
financial statements.

opportunity cost approach

a method for appraising
investment alternatives by
comparing their opportunity
costs.
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optimal capital structure

the capital structure with a
minimum weighted average
cost of capital.

optimum capacity
the output level that creates
the lowest cost per unit.

optimum leverage ratio

the borrowing level that min-
imizes the cost of capital.

optional dividend

the dividend where stock-
holders have the choice of re-
ceiving a stock dividend or
cash.

ordinary annuity

a series of fixed payments
made at the end of each pe-
riod over a fixed amount of
time.

ordinary dividend

the dividend that is a
distribution of a company's
profits, treated as ordinary
income to the shareholder.

ordinary expense

an expense that need not be
capitalized.

ordinary income

the gain that does not qualify
for capital gains treatment.

ordinary repairs

expenditures, of a recurring
nature, that ire necessary to
maintain an asset in good
operating condition.

organization and system audit
the audit focusing on the

organization and system of a
firm.
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original document
original entry

initial record of transactions
in the book.

original function of audit

the function of checking
internal fraud and errors of
audit before the 13 century.

original issue discount

amount by which the issue
price is less than the face
amount of a stock or stated
redemption price of a debt
instrument.

original issue premium

the amount by which the
original issue price of a bond
or stock is above its face
value.

original issue stock

the stock issued when the
company was incorporated.

orthodox accounting

other auditor

one who audits a small port-
ion of the company.

other comprehensive basis of
accounting

the basis of accounting, other
than GAAP, that an entity
uses to report its assets,
liabilities, equity, revenues
and expenses, e. g. income
tax basis and cash basis.

other financing source

non-revenue increase in a
fund net assets.
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other financing use

non-revenue decrease in a
fund net assets.

other incidental expense

other income

the income from activities
other than normal business
operations, such as inves-
tment, rent etc.

other liability

a liability not classified in a
major category.

other long term liabilities

the balance sheet item that
includes the value of lease.
future employee benefits.
deferred taxes and other
obligations  not  requiring
interest payments during the
next year.

other nonprofit organization

non-business  organization
not covered by AICPA audit
guides.

outlay
output approach

the approach where national
income is equal to the sum of
output and the net property
income from abroad.

output cost

the sum of manufacturing
cost and the cost of other
nonmanufacturing inputs.

output cost statement

a statement that shows out-
put costs for a given product.

outstanding capital stock
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outstanding check

a check issued but not yet
cleared by the bank.

overall budget

overall opinion

the auditor's general opinion
on the statements as a
whole.

overall review

reading the financial statem-
ents and considering ad-
equacy of evidence gathered
in response to unusual or
unexpected balances.

overcapitalization

a situation in which a
company has too much cap-
ital for the needs of its
business.

over-costing

a situation where the costs
applied to the products
exceed the actual costs.

over-depreciation

1-the excess of actual depre-
ciation over that amount
allowed by law. 2-extra depr-
eciation.

overhead capacity variance

overhead variance caused by
the difference between aaua1
and normal capacity.

overhead controllable variance

the difference between actual
overhead cost and the
budget overhead cost based
on actual activity level.
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overhead efficiency variance

that portion of overhead vari-
ance caused by the diff-
erence between actual input
and standard input.

overhead expenditure variance

difference between actual
overhead incurred and the
budget allowance.

overhead fixed unit cost

fixed overhead cost per unit
of output.

overhead summary

the summary of all overheads
incurred in the whole com-

pany.
overhead utilization variance

1-that portion of overhead
cost variance caused by the
difference between the actual
and budgeted volume of
output. 2-overhead capacity
variance.

overhead variance

difference between actual
overhead costs and standard
overhead costs.

overlapping debt

the debt of a state gov-
ernment where its tax base
overlaps the tax base of
another political entity such
as a city within the state.

overlap profit

the profit that has been taxed
twice because part of the
accounting period falls within
the basis period for more
than one year.

overlap relief

tax credit for overlap profits
carried forward.
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overplus
owner's capital

the capital invested in a com-
pany by its owner.

ownership equation

yyien surplus
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paid-in capital
paid in dividend
paper asset

1-an asset not readily usable
or convertible into cash. 2-
stock, bond etc. represented
by a piece of paper.

paper audit
an audit that focuses on the

books and financial state-
ments.

paper expense
paper gain or loss
paper loss

the loss which has occurred
but has not yet been realized
through a transaction.

paper profit
paper profit or loss

unrealized capital gain or loss
in an investment portfolio by
comparing the market prices
of securities to the price origi-
nally bought.

paper trail
paper transaction
par

parent company
(Fr. = société-mere)

a company that holds enough
voting stock in another comp-
any to control its manage-
ment and its operations.

parent company concept

the concept under which just
the parent's share of the
revaluation is shown and the
minority interest is reported at
its share of the subsidiary's
book value.
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parent’s equity
parity

1-an odd or even digit. 2- co-
nstant spread between two
prices. 3-salary equality amo-
ng workers.

parked cash

the cash temporary invested
in certificate of deposits.

partial audit

an audit that focuses on a
part of the books.

partial bad debt deduction

the deduction for partial wort-
hlessness of a debt.

partial cost

1-product cost that only inclu-
des manufacturing cost. 2-
cost that includes only the
fixed or variable component.

partial equity method

a method used to record
investment in subsidiary, the
initial investment is in cost,
amortization of goodwill does
not reduce the share of
income.

partial income statement
an income statement that
shows only some items.
partial loss
damage of property that is
not total.
partially approving opinion
partially controllable cost
the cost only a part of which

can be controlled by manag-
ement.
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partially funded plan

a pension plan in which some
liabilities are not funded.

partial payment

the payment of a debt obliga-
tion for less than the full am-
ount.

partial presentation

the presentation of prospec-
tive financial information that
excludes the items required
for prospective financial stat-
ements.

partial surrender

the removal of a portion of
the original cash balance of
an insurance policy or ann-
uity.

participating preferred stock

the class of preferred stock
that receives extra dividend
in addition to the preferred
dividend.

participation

any work done by an indi-
vidual in connection with the
activity.

participatory management

staff participation in the
setting of goals, and the est-
blishing of the cost standa-
rds.

particular average

the damage or partial loss
happening to the ship, cargo
or freight in consequence of
an accident.

particular charge

expenditure incurred to prot-
ect the insured goods from
loss in the cover of an insu-
rance policy.
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partner's capital
partner's drawing

the withdrawal of money from
the partnership by a partner.

partner's equity

the amount by which partner-
ship assets exceed its liabili-
ties.

partnership
an unincorporated organiza-
tion through which a bus-

iness, financial operation or
venture is carried on.

partnership accounting
the accounting procedures
for a partnership, the profit

and loss are divided among
partners.

partnership distribution

the tax-free transfer of asset
from a partnership to a part-
ner.

partnership equity
partnership income

earnings of a partnership whi-
ch will be passed through to
each partner.

part-time employee

an employee who works less
than 40 hours a week.

par value
par value stock

a stock to which the issuing
company has assigned a par
value.

passed dividend

1-common stock

2-preferred stock
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passive income

the income from operations
that a taxpayer does not ac-
tively participate in, such as
royalties, dividends, interest,
annuities, rents and the like.

passive investment income

past cost
1-cost that has been paid out
of cash. 2-historical cost.

past due account receivable
the account receivable remai-
ned uncollected for a long
period of time.

payable

(Fr. = dettes)

payable date

the date on which dividend is
paid to the holders of record.

pay-as-you-earn (PAYE)
pay-as-you-go method

a method under which pens-
ion cost or expense is reco-
gnized only when benefits ac-
tually are paid to retired emp-
loyees.

pay-as-you-go profit-sharing

the profit sharing plans with
current payouts according to
company profits with no def-
errals.

payback period

time period required to reco-
ver the original cost of in-
vestment.
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payment date

the date on which a dividend,
mutual fund distribution, or
bond coupon interest pay-
ment is made.

payment float
payment of debt
payment penalty
payments balance

payment voucher
a voucher for the payment of
cash.

payoff

payout

1-the capital gains and profits
paid from a mutual fund. 2-
expenditure.

payout journal
payout period

a period in which cash flow of
an investment is negative.

payroll

(Fr. = feuilles d'émargement
des salaires)

total wages and salaries and
other payment in a particular
period.

payroll accounting
the accounting for disburse-

ments for wages, salaries
and related payroll taxes.

payroll audit
examination of the wage str-

ucture of the company by
outside auditor.

payroll cost

muuiigsismigas
muthigeitumivtEnmennAgETEagm: yms
gmﬁmimﬁmﬁm@ﬁgﬂn@ims@gﬁﬁ q

ﬁgﬁt%m outstanding check

ﬁgﬁt%m debt repayment

n;m%m prepayment penalty

tyy1d bop

witpulims gufopged

MRl EuMANMIgNHANG [ 4

ﬁgﬁtﬁﬂl payback period

(MAGINNMYUES , [MATNSEOMW

o- RSN YUEsituMsgaEnyUETN: 1
B-misame

fgmﬁm cash disbursement journal
miwuTigesamw

My ywiubanS Al miSnEms
MNHIRNS

(mty)ing

[IARDAIEITY BimAte SumIgafiijoisiny
MIUIEeMAMAY 1

AnNisu (At ing

ALMSU ER A NTgNRIG B IMARG {1
s ShuiiGngAiapnp g

tisnytbiy)is

mitgapighdsnuiguiinuanssieg
SHEIO NI

fggtﬁm labor cost

-233-



payroll journal

a special journal used to
summarize the earnings and
deductions of all employees
for a given pay period.

payroll ledger

a subsidiary ledger that
contains wages accounts for
each employee or cost
department.

payroll register

a summary of payroll infor-
mation, including the em-
ployee names, gross pay,
withholding.

payroll summary

a statement of payroll and
deductions of a pay period.

payroll tax

a tax levied on the amount of
a payroll or on the sum of an
employee's gross pay.

peer review

a review by one auditor of the
work done by another indep-
endent auditor, including a
review of the company's com-
pliance with applicable mem-
bership requirements.

pencil footing
a temporary total underneath

a list of figures written by
pencil.

pension fund

resource set aside for an
employee pension plan.
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pension plan

the contract between the
company and its employees
whereby the company agrees
to pay benefits to the
employees upon their retire-
ment.

pension trust fund

a government trust fund for
the pension benefits of
government employees.

per capita income

the income per person in a
population.

percentage of net sales
method

the method under which a
percentage of net sales is
used to calculate the allow-
ance for bad debts.

percentage of original cost
method

percentage rate method
a method used to compute
the required standard withho-

Iding as a percentage on the
employee's gross income.

per contra
self-balancing items in the
balance sheet.

per contra account

per diem rate

travel and entertainment rei-
mbursement per day.

perfect standard cost
performance audit

performance control
accounting

performance margin
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performance report
period cost

the cost of service benefits
excluded from inventory cos-
ts and instead is treated as
expense and can be deduc-
ted from gross income.

period depreciation charge

depreciation charge as an
expense in the period that is
deductible from gross inco-
me.

periodical audit

an audit performed in a fixed
period, usually one year.

periodic annual cost

the sum of the annual order-
ing cost and the annual cost
of carrying stock under fixed
order interval system.

periodic budget

a periodically prepared budg-
et.

periodic inventory

an inventory determined by a
periodic inventory system.

periodic inventory system

a system in which inventories
and cost of goods sold are
based on the periodic
physical inventories.

periodic loss

excess of period cost over
periodic income.

period of cost recovery
period of depreciation

a period of time for full depre-
ciation of assets.

fgmﬁm flexible budget performance report
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perks

permanent account

an account which must be
kept permanently.

permanent audit
documentation

items of continuing account-
ing significance, such as ana-
lysis of balance sheet.

permanent book

the book of accounts that
must be kept permanently,
such as the general ledger.

permanent capital

the sum of common stock,
preferred stock and retained
earnings.

permanent establishment

a fixed place of business
through which an entity's
business is wholly or partly
carried on.

permanent file
(Fr. = registre permanent)

the audit working paper gat-
hered during the first audit
about the client's background
information and summary of
policies.

permanent income

1-income that is fixed or slig-
htly variable. 2-national weal-
th multiplied by interest rate.

permanent record
permitted asset

any asset chat can be put
into a financial asset securiti-
zation trust, such as cash
and cash equivalent, certain
debt instruments etc.
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permitted nonaudit service

nonaudit service allowed to
provide to a client that is
being audited by the auditor.

perpetual annual cost

the sum of the annual order-
ing cost and the annual cost
of carrying under fixed order
size system.

perpetual inventory

the inventory from adding the
units and the cost of the
coming goods to previous in-
ventory figures and subtract-
ing the units and cost of
outgoing goods.

perpetual inventory method

a method in which an
individual record is kept for
each product of the units on
hand at the beginning, the
units purchased, units sold,
and the new balance after
each purchase or sale.

perpetual inventory records

the detailed records showing
the receipts, issues, and
balance in terms of physical
quantities and costs for each
type of material and finished
product.

perpetual inventory system

an inventory system in which
inventories and cost of goods
sold are based on the book
inventory records.

personal account (PA)
the bank account the title of

which is the name of a per-
son.

personal capital asset
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personal company

a company own by an individ-
ual taxpayer.

personal consumption
expenditures

market value of goods and
services purchased by indi-
viduals and nonprofit institu-
tions or acquired by them as
income in kind.

personal expense

1-an expense that is not ded-
uctible for income tax. 2-per-
sonnel expense minus sala-
ries.

personal financial statement

financial statement prepared
for an individual using the
accrual basis.

personal holding company

the company 50% or more of
irs shares are held by less
than 5 persons, and the net
income of which is very high.

personal income

the amount of current income
received by individuals from
all sources.

personal interest

non-deductible interest exp-
ense on personal loans other
than home mortgage interest,
investment interest, or bus-
iness interest.

personal loss

losses that neither arise in a
trade or business nor are a
result of a business tran-
saction.

personal property

the property other than real
property.
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personal savings
personal income in excess of
personal outlays.

personnel cost

all costs incurred to obtain
employees services.

personnel expense

an expense such as salary,
wage, benefit, tax, etc.

per unit variable costs
petty cash

petty cash voucher

a form provided with spaces
for recording data concerning
disbursement from petty ca-
sh.

physical asset
physical depreciation

an asset's decline in useful-
ness because of physical
wear and tear.

physical examination
(Fr. = examen sur place)

an auditor's physical inspec-
tion of the certificate or the-
documents evidencing invest-
ments and similar assets.

physical income

the income other than mo-
ney, e. g. safety, happiness
etc.

physical inspection

an auditor's physical tour of
the facilites in order to
identify the areas which app-
ear to merit special attention.
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physical inventory
(Fr. = inventaires matériels)

the inventory on hand after
the actual inventory taking.

physical life
economic life under functio-

nal depreciation.
physical standard

a standard established from
systematic observation, mea-
surement, and controlled ex-
perimentation, or from careful
planning.

physical verification

auditor's actual inspection of
the assets to confirm their
existence and value.

physical walk-through
piece-meal opinion
the audit opinion on only a

limited event.

piece-work account

an account for recording a
construction work.

placed-in-service date

the day on which an asset
became available for use by
a business.

planned budget

the budgets for all activities
planned to be completed.

planned cost

an estimate of the costs for a
future period based on the
assumption that management
will consciously act in such a
way as to affect amount of
the costs significantly.
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planned value
plant asset

any tangible asset having a
relatively long life used in the
production or the sale of oth-
er assets or service.

plant asset cost

the cost of acquiring a plant
asset and any additional ex-
pense to make it available for
use.

plant fund

a fund used to account for
plant assets in non-profit org-
anizations.

plant ledger

the subsidiary ledger contain-
ing accounts for each plant
asset.

policy depreciation

the depreciation in asset's
usefulness because of the
fiscal or social policy of the
state.

policyholders' surplus account

the account maintained by a
life insurance company in
which taxes deferred are
entered.

political cost

the cost of political action,
such as excess profit tax,
antitrust actions, etc.

poly-corporate accounting

accounting that reflects the
actual equities of each sub-
sidiary in the financial state-
ments.
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population

account balances and trans-
actions of interest to the
auditor in audit sampling.

portability

an employee's ability to con-
vert an investment in one
plan into another.

portfolio income

the income from interest, div-
idends, annuities and certain
royalties.

position
position audit
position bookkeeping

self-balancing procedure for
special transactions included
in the double entry system.

positive assurance
(Fr. = assurance positive)

a statement as to what the
auditor believes.

positive confirmation

the confirmation of accounts
receivable requesting the rec-
ipient to reply whether the
balance is correct or not.

positive contribution margin
positive form

a form sent by an auditor to
confirm the accounts receiv-
able, requesting the recipient
to indicate if the information
provided is correct or not.

positive goodwill
the excess of cash flow over

the book value of an asset or
assets.
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positive pay

a check fraud prevention sys-
tem based on a requirement
that the paying banks verify
that the check is on a daily
list of authorized checks fur-
nished by the drawer.

post-balance-sheet-date event

post balance-sheet review

the audit applicable to the
interval of time between the
date of the financial state-
ments and the completion
date of the audit field-work.

posting

the process of transferring
information from the journal
to the ledger for summariz-
ing.

posting of account

posting rule

a rule that the total sum of
entries posted to subsidiary
ledgers must be equal to the
amount posted to their ledger
controlling account.

post list

a list showing new balances
of all accounts after a run of
posting.

postponable cost

a cost that can be postponed
to the future by a manage-
ment decision, e. g. mainte-
nance cost.

postponing income
purposely delaying receipt of

income to a later year to
reduce tax liability.
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post-statement event

an event occurred after the
financial statements are pre-
pared.

potential asset

an asset that can be obtained
in the future.

potential liability
practical capacity

the highest activity level at
which the production center
can operate with an accep-
table degree of efficiency.
taking into consideration un-
avoidable loss of productive
time eg. the interruptions.

practical standard cost
preacquisition profit

the accumulated profit of a
corporation before it is acg-
uired by a parent company.

preadjustment balance
the balance of an account

before adjusting entries are
entered.

pre-audit
preceding balance
preclosing trial balance

the trial balance before clos-
ing entries are entered.

predecessor auditor

the auditor or CPA firm which
audited the client before.

predepreciation profit
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predetermined cost

an estimate of the amount of
a cost to be incurred in the
future.

predetermined cost
accounting

the accounting that uses
standard cost or estimated
cost figures.

predetermined standard cost

a standard cost based on the
predetermined quantity of us-
age and price.

predicted cost

1-an estimate of costs for a
future period based on the
assumption that management
action will have little or no
effect on the costs. 2- stan-
dard cost.

predictive value
a qualitative characteristic of
information based on its rel-
evance and its usefulness to
a decision maker in forecas-
ting a future event.

pre-emptive audit
an audit made before actual
payment of an investment
project costs.

preference share

preferred capital stock
capital obtained from the is-
suing of preferred stock.

preferred dividend

a dividend paid to preferred
stockholders.
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preferred security

a security issued by a bank,
corporation, or foreign entity
which has the fixed payment.

preferred stock

a stock which entitles the
holder to preferential rights to
the dividend over other sto-
ckholders or to the assets in
a liquidation.

preferred stock dividend
preliminary audit

1-examination before the pro-
gram is started. 2-procedures
in the preliminary stage of
operating audit that includes
physical walking tour of the
facility, acquisition of written
data, interviews with man-
agement, and financial ana-
lysis.

preliminary balance sheet
preliminary entry

premium
(Fr. = prime)

the amount by which the sell-
ing price of a bond exceeds
its face value.

premium on bonds
premium price

the acquirer's offered price
higher than the market price
of a stock.

pre-money valuation

the value of a company bef-
ore external financing al-
ternatives are added to its
balance sheet.
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prenotice audit

an audit the date, the object
and scope of which are
known before it is performed.

prepaid asset
an asset that appears in the
balance sheet as prepaid ex-
penses.

prepaid expense
current payment of expense
that relates to future years.

prepaid income

prepaid interest

prepayment penalty

the penalty paid for prepaying
a debt.

present profit loss

the loss of present profit cau-
sed by out-of-stock.

present standard cost

present value

value today of a future pay-
ment or stream of payments
discounted at an appropriate
compound interest rate.

present value concept

a concept which recognizes
that one dollar obtained in the
future is worthless than one
dollar received today.

present value income

the estimated worth today of
an amount of money to be
received at a future date.
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present value method

a method of evaluating the
worth of property that creates
a flow of income or is to be
received outright in the fu-
ture.

present worth
president

the person in charge of an
organization.

pretax accounting income

net income before income
taxes as shown in the his-
torical cost income state-
ment.

pretax book income
prevention cost

the cost of quality manage-
ment that the company incurs
to optimize its total quality
cost.

preventive control
(Fr. = contréles préventifs)

a control designed to avoid
an unintended event.

previous balance method

the method for calculating fin-
ance charge based on the
outstanding balance at the
end of the previous billing
period.

price
price/book ratio

the market price of a stock
divided by the book value per
share.

price/cash flow ratio
the market value per share

divided by the cash flow per
share.
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price-cost margin

the difference between the
sales price and the cost of a
product.

price discount
price/earnings ratio

the current price of a stock
divided by its dividends per
share.

price/free cash flow ratio

the market price per share
divided by free cash flow per
share.

price index
measure of the changes in

prices of a particular market
basket of goods or services.

price of capital
price of money
price risk

the difference between the
current market price of a
convertible preferred stock
and its investment value.

PricewaterhouseCoopers
(PWC)

one of the big 4 accounting
firms in the world.

primary account

the account in which transac-
tions are first entered.

primary auditor
primary liability

the seller's responsibility to
pay stock transfer tax.
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primary reserve

the bank's reserve of cash
and demand deposits with
the Fed and other banks.

prime cost

direct materials and direct
labor, in UK, plus direct over-
head.

principal

the sum of money, as oppo-
sed to the profits or interest
made on that money.

principal account

the most important account
used by bank bookkeeping.

principal auditor

an auditor retained by the
parent company to perform
most of the audits and known
to the public.

principal book
principal of instrument
principal statements

the most important flnancial
statements: the balance she-
et, the income statement and
the statement of changes in
flnancial position.

principle of allocation of costs

a principle that the cost
consumed should be treated
as period cost and be mat-
ched with the current reven
ue.

principle of debit and credit
principle the debit items alw-

ays equal the credit items in
amount.
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prior preferred stock

a preferred stock ranking ah-
ead of other issues of prefe-
rred stock.

prior service

employee service before ent-
ry into the pension plan.

prior stock
private account

private accountant

an accountant that serves
one organization only.

private audit

the audit from the 13 century
to the 17 century for pro-
tecting private assets only.

private cash book

a book for recording spot
cash and the balance of de-
posits only, other than the
cash receipts or disburseme-
nts book.

private company

a company owned by a few
people.

private cost

the cost of a specific item to
an individual.

private ledger

a ledger of partnership that
contains only the capital
accounts and withdrawals ac-
counts.

procedural audit
an audit that focuses on the

accounting policies, procedu-
res, and internal control.
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proceeds

amount a taxpayer receives
from the sale of a property.

process account

under process costing, an
account used to replace the
work-in-process account.

process audit

a social audit approach dev-
eloped by Baner and Fenn of
Harvard University.

process cost

manufacturing cost of a pro-
cess.

process costing

the costing procedure under
which unit costs are com-
puted by dividing the cost of
a batch for a time period by
units of output for that time
period.

process cost report

the report used in process
costing, including schedule of
equivalent production, unit
analysis schedule, and cost
summary schedule.

process cost sheet

a sheet listing total and unit
costs under process costing.

process cost system

the system in which costs are
assembled in terms of steps
or processes in manufactur-
ing a product.

processing cost

product approach
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product contribution margin

excess of the sales over the
cost of a product or products.

product cost

cost that is associated with
the product inventories which
are expected to provide a
future service benefit at the
time of production.

product income statement

the income statement for a
product or a group of pro-
ducts.

production account

an account used by social
accounting for recording out-
put and costs of the produ-
ction sector.

production available cost

the sum of the beginning wo-
rk-in-process costs and over-
head costs.

production-based cost

a cost which varies as the
product changes.

production budget

an estimate of the number of
units to be produced during a
budget period.

production capacity cost
the cost of maintaining produ-
ction capacity.

production cost
the sum of factor cost and
administration cost.

production costs per unit

cost of production per unit of
output.
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production department
expense

the expense incurred in the
production department other
than materials cost and labor
cost.

production hours method

a method of depreciation ba-
sed on the proportion of
production hours.

production method

a method of recognizing rev-
enue of a period based on
the proportion of the pro-
duction volume in that period
to total production volume
expected.

production order system
production overhead
productive output method
productivity

the efficiency with which peo-
ple and capital are combined
in the output of the economy.

product line costing

the costing under which costs
of each product line are
accumulated and distributed
separately.

product line profit

contribution margin for a defi-
ned product or group of pro-
ducts less the costs directly
assignable to the segment.

product warranty cost

a cost of providing product
warranty.

professional accountant

professional association

(Fr. = association professionnelle)
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professional audit
professional corporation

an entity having some chara-
cteristics of a corporation but
not offering limited liability.

professional ethics

moral principles and standa-
rds of conduct guiding CPAs
in performing their functions.

professional fee

money paid for work done by
a professional.

profit

excess of revenue over cost.
profitability
(Fr. = rentabilité)

average income after taxes
generated by investment in a
project.

profitability accounting

the more popular name for
financial accounting, perfor-
mance evaluation accounting
and accounting for decision
making.

profitability index
a ratio of revenue to expendi-
ture.

profitability ratio
a ratio used to measure the

profitability of a business,
such as the profit on sales.

profit and loss account
1-an account that shows gro-

ss profit and expenses. 2-
income statement.
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profit and loss accounting

accounting for the revenue,
expenditures and the profit
and loss.

profit and loss adjustment
account

account used by banks for
recording profit and loss adj-
ustment items, such as
deferred revenue, deferred
expense, accrual income and
accrual expense.

profit and loss statement
profit and loss statement
equation

revenue - expenditure = profit
and loss.

profit budget
budget a budget summarizing
the projected revenues, exp-
enses and net income for the

coming period, together with
supporting details

profit equation
profit flow
revenue = expenditure +

profit.
profit from business

profit from manufacturing
profit in suspense

the allowance made out of
the profit for the retention
monies that may incur in the
future.

profit margin
operating income divided by
sales.

profit maximizarion
1-maximizing the net profit in
the income statement. 2-

maximizing the presenr value
of asset.
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profit maximization approach

the method under which the
relationship of advertising co-
sts and protits in the past is
examined, and the adver-
tising cost budget for the
coming period is based on
the highest profit level.

profit of stock

the sum of the interest in
capital and the entrepreneur
profit.

profit on paper
profit on sales

financial relationship of net
income after taxes to the
company's net sales for a
period.

profit plan
a summary of the projected
revenues, expenses and inc-
ome for the budget period.
profit rate
profit ratio
a ratio, used for reporting
gains from installment sales.

It equals gross profit divided
by the total contract price.

profit reinvestment
profit reserve
profit sharing

a plan to provide deferred
benefits from participation in
profits by employees.

profit statement

profit target

profit variance

the difference between actual
profit and its planned amount.
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pro forma balance sheet

when 2 companies are plann-
ing to combine, a balance
sheet showing the planned
new corporation and the rel-
ative position of each present
company.

pro forma cost
pro forma financial statement

a statement based on the
results had a hypothetical
event happened in the past.

program accountability

the accountability in connec-
tion of the economic effect-
iveness of a plan or program.

program approach

a method for preparing state-
ment of activities of a govern-
ment unit, the program cost
format provides cost informa-
tion about the primary func-
tions of the government and
indicates the program's depe-
ndence on general revenues
of the government.

program audit
program costing

calculating cost of a specific
program.

program evaluation and review
technique

a method under which all
tasks needed to complete a
job are diagrammed in the
network which is composed
of events and activities and
which shows relationship.

programmed controls

the controls built into compu-
ter softWare that include
reasonableness tests, control
totals, and sequence checks.
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programmed cost

the cost that results from a
decision by management rat-
her than from a change in the
volume of activity.

progress billing
account used to record bill-
ings to customers before

completion of the construc-
tion contract.

prohibited nonaudit service
nonaudit service not allowed

to provide to a client being
audited by the auditor.

project accountant

management accountant res-

ponsible for the projects.
projected balance sheet

the balance sheet in projec-

ted data prepared when refi-

nancing, merger or reorgan-
ization.

projected cost

projected income statement
the income statement based
on cost analysis for planning
in a service industry.

projected planning
making special decisions, so-
me of which may extend over
many periods.

promise to pay

promissory note
written promise to pay a cer-
tain sum of money either on
demand or by a certain time.

promotion expense
cost of obtaining, producing

or sending promotional items
to the potential buyers.
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prompt assessment

the assessment of tax liability
by the IRS immediately upon
the request of a taxpayer.

proof of cash

an audit procedure that reco-
nciles the bank's record with
the client's accounting reco-
rds.

proof of cost

any evidence supporting the
cost figure in the contract wo-
rk.

proof of loss

the documentation of loss re-
quired by an insurance com-

pany.
proper journal

property dividend

a dividend paid in the form of
securities of other corpora-
tions.

property income

taxable income from proper-
ty-related activities.

property, plant and equipment
proportional cost

a cost in direct proportion to
the sales quantity or produc-
tion volume.

proprietary
proprietary account

1-an account for recording
actual transactions. 2-the ac-
count used in government ac-
counting for recording asset,
liability, revenue, expense,
profit and loss.
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proprietaty company
proprietary fund

a fund used to finance a gov-
ernment's business-like activ-
ities, e. g. enterprise fund and
internal service fund.

proprietorship

1-the unincorporated busin-
ess owned by an individual.
2- net worth.

proprietorship bookkeeping
the bookkeeping for earnings

of an owner.
proprietorship equation

prospective cost

prospective financial
statement

either financial forecast or
financial projection, including
summaries of significant ass-
umptions and accounting pol-
icies.

prospective forecast

financial projection including
summaries of the significant
assumptions and accounting
policies.

prospectus
a document accompanying a
new offering of securities.
protest fee

a bank charge for the protest
of a dishonored bill.

prototype plan
proving the ledger

the preparation of trial bala-
nce and the conformity betw-
een the sum of all detailed
account balances and the
ledger balance.
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provision

an amount estimated for an
expense or loss that is quite
possible to incur in the future.

provisional account
provision for income taxes al/c

"prudence" convention

the convention where inclu-
sion of revenue only when
they are realized and inclu-
sion of liabilities whether their
sum are known or can only
be estimated.

public accountant
(Fr. = expert-comptable)

one that provides accounting
service to all kinds of organi-
zations, and holding a lice-
nse.

public accounting
independent auditing and

reporting on financial state-
ments.

public accounting firm

a firm engaged in the practice
of public accounting and aud-
iting.

public accounts

(Fr. = comptabilité publique)

financial statements of the
federal government.

public audit
public company

a company the stock of which
is traded in a stock excha-
nge.

public corporation
(Fr. = entreprises publiques)

an entity established to carry
out specific governmental pu-
rposes.
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public corporation accounting

the procedure and methods
for public corporations.

public goods and services

the benefits that cannot be
withheld from those who do
not pay for them, such as law
enforcement.

public limited partnership
publicly held company
publicly traded partnership
public relations audit

the research that measures
the programs anempt to influ-
ence public opinions.

public unit account

an account which carries
funds provided by the federal
Government.

published financial statement

financial statement that has
been opened to the public.

pump priming
pup company

a small company that is a
subsidiary of a very large co-
mpany.

purchase accounting

purchase acquisition

acquiring a company by buy-
ing its assets or stocks.

purchase allowance

the seller's reduction in price
at the buyer's request or ba-
sed on the quantity purcha-
sed.
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purchase cost
the cost incurred in the pur-
chase of merchandise.
purchase discount

a discount allowed for prompt
payment of invoice.

purchase journal
a journal for recording purch-
ases of goods on account.
purchase ledger
a ledger that contains the
accounts of customers.
purchase method

purchase rebate

reduction in price for purch-
ases above a certain amount
in a given period.

purchase return

the return of boughtin goods
to the vendor.

purchase return journal

book of first entry in which a
listing is made of goods retur-
ned to the suppliers.

purchase returns and
allowances

an account used to accumu-
late cash refund and allowa-
nces that the seller has to
make to its customers if the
product is returned as being
unsatisfactory.

purchases audit

an audit of the purchase pro-
cedures and records.
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purchases invoice method

a method under which all the
unpaid invoices are kept in
an open me according to
their due dates.

purchasing cost

1-cost incurred in the process
of purchasing. 2-purchase
cost.

purchasing power gain
purchasing power loss
pure capital

pure operational audit

operating audit that is only
limited to searching for pro-
blems.

pure premium

of an insurance policy, it equ-
als total amount of loss di-
vided by number of units of
exposure.

pure profit

1-net income less capital
return. 2-non-contract cost
less economic rent.

purpose statement

a form filed by a borrower
that details the purpose of a
loan backed by securities.

pyramid ratios

a concept that management
and financial ratios are best
realized in a hierarchical seq-
uence starting with profits
related to capital.
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qualification of the opinion

addition to the opinion about
the restriction, doubt or adve-
rse opinion.

qualified investment expense

tax deduction connected with
the production of qualified
investment Income.

qualified liquidation

a decrease in the closing
inventory of the liquidation
year from the beginning inv-
entory.

qualified net investment
income

the excess of qualified invest-
ment income over qualified
investment expenses.
qualified opinion
(Fr. = opinion avec réserve)
an auditor's opinion stating
"except for" or "subject to"
the effects of the matter to

which the qualification rel-
ates.

qualified report

an audit report holding qualif-
ied opinions in it.

qualified stated interest
stated interest that is uncon-

ditionally payable in cash or
property.

quality audit

review of the quality of an
accounting system.
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quality control standards

(Fr. = normes de controéle de
qualité)

audit standards for establish-
ing quality control policies
and procedures that provide
assurance that a CPA firm's
engagements are conducted
in accordance with applicable
professional standards.

quality cost

the cost or expense incurred
in order to improve the quality
of products.

quality cost accounting

the accounting that accumul-
ates and report quality cosit
information.

quantifiable cost
quasi-capital assets

property helps for the requisite
long holding period.

quasi-external transaction

the payment from one gove-
rnmental fund to another for
services or goods that are
being provided in the current
period.

quasi-liability

the item that appears as a
liability in the balance sheet
which is actually not a liabil-
ity.

quick asset

a highly liquid asset such as
cash, marketable securities,
note receivable and perhaps
accounts receivable that may
be converted into cash.
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random-number sampling

the audit sampling which
uses a random number table
or computer program to
generate the random num-
bers so that every unit has
the same probability of being
selected.

random sampling
random variances

differences which occur due
to chance.

rate of return

the rate at which the present
value of cash inflows equals
the present value of the cash
outflows.

rate of tax
ratio analysis

evaluating the financial stren-
gth or weakness of a comp-
any and its operating trend by
various ratios.

real account

an account for the balance
sheet items, such as asset,
liability, and capital, having
balance which will be carried
forward from one period to
another.

real estate
real property

the interest in land or the
things attached to it.

reasonable criteria

reasonableness test

procedures used to examine
the logic of accounting data.
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reaudit

after obtaining an independ-
ent auditor's opinion, the
client engaged  another
independent auditor to give
another opinion.

recalculation

audit procedure involving a
reperformance of calculations
made by the client.

receipt ledger

the ledger containing the
accounts for each kind of
receipts.

receipts and payments
statement

the statement showing the
receipts, disbursements of
cash in a given period.

receiving report

document used within a firm,
upon receiving the goods, to
report the actual quantity re-
ceived.

reclassification

change in the depreciation
life of an asset.

reclassification entry

an entry intended for the
auditor's working paper per-
taining to the proper financial
statement presentation of a
correct balance.

recommended entry

an adjusting entry recomm-
ended to the client by aud-
itors.

recomputation
performing procedures again

and comparing to original
results.
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reconciliation

(Fr. = rapprochement des
comptes)

adjusting  the  difference
between two items, such as
debit and credit entries. so
that they agree.

reconciliation of bank account
the accounting for the
difference between the bank

balance and the cash book
balance of the depositor.

reconciliation of cash receipts
and payments

reconciliation of surplus
reconciliation for the ending
and beginning surplus.
recording principle
the rule that must be applied
with when keeping records.
record keeping
(Fr. = comptabilisation)

safe keeping and maintaining
of accounting records, books,
accounts, evidence papers,
etc. necessary for tax and
management purposes.

recovery of uncollectible
accounts written-off

the collection of the bad
debts which have been
written off in the previous
periods.

recovery value
recurring audit
recurring cost

the cost that incurs repeated-
ly under the same condition.
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redeemable stock

a preferred stock that can be
called in for redemption by
the issuing company.

redeemed share
registered auditor

a member of a recognized
supervisory body having
granted an order to perform
audit.

registered public accounting
firm

a public accounting firm regi-
stered with the Public Comp-
any Accounting Oversight
Board.

regression analysis

the measurement of the
average change in cost or ex-
pense associated with one
unit of increase in. production
or other variables.

regression approach

a method using both the
average ratio and the av-
erage difference in calculat-
ing an estimate of the total
amount for the population.

regular account

regulatory accounting
principle

requirements or methods of
accounting and reporting
specified by regulatory agen-
cies.

regulatory capital

capital which must be main-
tained in accordance with
statutory requirements.

related party transaction

a ftransaction between two
parties one of whom can
exercise control or significant
influence over the operating
policies of the other.
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relative risk

a risk that may happen in the
financial statement audit be-
cause of the wrong test
scope selected.

relevance

accounting information ca-
pable of making a difference
in a decision by helping users
to form predictions about the
outcomes of past, present
and future events.

reliability level

reliance strategy

the strategy under which an
auditor sets control risk below
maximum and relies on in-
ternal control and performs
less substantive test.

relief
rent-to-own property

a property rented and trans-
ferred to the renter at the end
of the contract.

reorder point

a predetermined signal which
a replenishing order should
be placed.

repair, maintenance and
depreciation fund method

a method under which repair
costs and maintenance exp-
enses are added to the
depreciable cost of an asset
for depreciation purposes.

repair reserve method

a method under which repair
costs are added to the
depreciable cost of an asset.

repeat audit
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repeating audit

an audit of the client that has
ever been audited by the
same auditor before.

rep letter
report of directors

the annual report prepared by
the board of directors, that
lists the dividends, reserves,
names of directors, main
operations, fixed assets,
issues of securities, etc.

report on internal control

an audit report on the internal
control of a client.

repossession

the creditor's taking of
property pledged as collate-
ral.

representation letter

the written representative
from management in meeting
the field auditor.

research and development
cost

the cost to discover and
develop improved process
and products.

research and development
expenditure

reserve account

1-an account for recording
reserves. 2-an account for
recording a difference occ-
urred when translating for-
eign subsidiary statement to
the home currency version.

reserve asset
1-the asset held by banks so

that it can be created as gold.
2-legal reserve.
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reserve assets ratio

a ratio between a bank's
eligible liabilities and its re-
serve assets.

reserve for asset valuation
reserve for the future decline

in assets value.
reserve for contingencies

reserve for guarantee

the amount set aside as a
reserve for credit risk as
guarantee.

reserve for obsolescence
reserve for the future obsole-
scence of plant assets.
resident audit
an audit performed when the

auditor lives in the client's
site.

resource accounting

the accounting for the consu-
mption and measurement of
the resources.

responsibility audit
restatement of balance sheet

adjustment of balance sheet
by current cost or general
price level index.

restricted fund

the fund in a non-profit
organization whose assets
are limited to designated
purposes as per donor or
grantor request.

restricted-use report

audit report intended only for
specific parties.
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retained earnings statement

a statement which reports the
changes in a company's
retained earnings in a period.

retirement accounting

a system of depreciation
under which tax deductions
are claimed only when an as-
set is retired from use.

retirement annuity

an annuity paid out of a
retirement scheme.

retirement method

a method whereby the cost of
plant asset units (net of
residual value) is charged to
expense in the year in which
the asset is retired.

retirement of stock

a company's purchasing of its
stock not to be held as
treasury stock but for cance-
llation.

retiring partner

a partner who leaves a part-
nership.

retroactive method

adjustment of the past state-
ment data after a change in
accounting  principle  has
been adopted, accumulated
effect is entered in current
retained earnings as prior
period adjustment.

retroactive statement

a financial statement presen-
ted as if it has originally been
prepared using the new acc-
ounting principle.

return on equity

retained earnings of the
period divided by owner's
equity.
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return on investment

dividing earnings by invest-
ment.

return on net assets

income divided by the sum of
fixed assets and net working
capital.

return on sales

income before interest and
tax divided by revenue.

return on total assets

net income divided by avera-
ge total assets.

revaluation account

the stockholders' equity acc-
ount for recording increases
or decrease in assets and li-
abilities after the revaluation.

revaluation reserve

the difference between histo-
rical cost and current cost
when assets are revalued in
a current value accounting
system.

revenue and expense account

the accounts the balance of
which are closed to income
summary account when fin-
ancial statements are pre-
pared.

revenue principle

a principle which holds that
the revenue should be
recognized before net income
can be determined.

revenue received in advance
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reversal of entries

an error in bookkeeping that
is not uncovered by a trial
balance being due to a credit
entry having been debited
and the corresponding debit
entry having been credited.

risk accounting

method and procedures for
rendering information for risk
management.

risk adjusted return

a measure of how much an
investment return in relation
to the amount of risk it took
on.

risk analysis
(Fr. = analyse des risques)

process of measuring and
analyzing the risk associated
with financial and investment
decisions.

risk-free rate

a theoretical interest rate at
which an investment may
earn interest without incurring
any risk.

rolling capital
royalty income

payment for the use and
exploitation of certain kinds of
property, such as artistic or
literary works, patents, and
mineral rights.

rubricated account
running audit
running balance
account balance after the

recording of each transaction
under perpetual inventory.
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S-1 review

procedures carried out by
auditors at the client's office
on or close to the effective
date of a registration state-
ment.

SAB (Staff Accounting Bulletin)

safeguarding of assets
(Fr. = protéger les actifs)

protecting a firm's assets thr-
ough a good internal control
system.

safe payment approach

distribution of a partnership
where the amount of the
payment to partners is com-
puted at specific period in
time.

safety audit

examination of an organiz-
ation's operations, and real
and personal property to
discover existing and poten-
tial hazard and the action
needed to reduce the hazard.

safety margin
safety stock

minimum balance carried in
inventory to take care of ire-
gularities in supply and rate
of usage.

sale accounting

sale-leaseback

a lease when an owner of an
asset sells it and immediately
leases it back from that buyer.
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sales

inflow of assets from the sale
of goods of services.

sales allowance

the reduction in the selling
price of goods because of a
particular problem.

sales audit

analysis of sales by the pro-
duction, size of product, geo-
graphical distribution etc.

sales basis

the basis under which rev-
enue is recognized and mat-
ched with expenses when the
sales are made.

sales budget
(Fr. = budget des ventes)

an estimate of goods to be s-
old and revenue to be reali-
zed.

sales cost

sales discount

the discount given on the
sale of merchandise.

sales journal

a journal in which all sales
are recorded.

sales ledger

a detailed ledger that cont-
ains the accounts for each
credit sale.

sales margin

1-the manufacturing margin
less variable selling costs. 2-
gross profit

sales margin selling price
variance
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sales method

a method of separating
byproducts costs at the time
of sales, under which net
realizable value of byprodu-
cts is reported as ordinary
sales, other income or contra
to cost of sales.

sales percentage method
sales per share

total revenue earned in a
fiscal year by the weighted
average of shares outstand-
ing for that fiscal year.

sales price variance

the difference between the
actual unit selling price and
the budgeted unit selling
price, multiplied by the actual
number of units sold.

sales return

the return to the seller by the
buyer of goods sold previo-
usly.

sales returns and allowances

account used to accumulate
cash refund granted to
customers or other allowan-
ces related to prior sales.

sales revenue

revenues that arise from
sales of goods by a mercha-
ndising company.

sales tax

state or local tax based on
the selling price of goods or
services, and paid by the
buyer.

e gymumind
Thsigamimfhwigingiige g
et iuiiunhniguggistlsumgine
NWMIAASIIe FuANRGA R NS EUmE i
RIRGYM SIS YRRty giRuundam 1
ﬁgﬁtﬁm income statement approach
miufghywmat)s

EUEE R A RS g S G
BujEmAlMATSRIENEIRNO gugianing |
AnNaigs

mngrsgrhiiitnmmm Ayt i

nrmmufmipnusansitestiitaiisanma 1

miv§usEmuApuouRim
mIvBRRUTIMMWERLE  EhwERemeiésm
IERMSUANYSE |

9

miufusEmuAputunin Eﬁvn;z’igmﬁm,g
Annst RNty Raugians it neuiua
penngnglo ygmgimiumsiguigumgiomnig
SUMIUANYS

BUGAQUTimiuf
suSnuitusgumshminisammmshsus
g8 4

NgUvMIuA

ngnuyue Bgihwignubigundsn yiwhny

W MITHNgthugnIvaHRG 4

-282-



sales to cash flow ratio

the ratio that indicates whe-
ther or not a company's sales
are high in comparison to its
cash flow, usually equals sal-
es per share divided by cash
flow per share.

sales to fixed assets
sales turnover

net sales less sales taxes.

sales-type lease

a lease used by a manu-
facturer or dealers to sell the
product on an installment ba-
sis.

sales variance

the difference between actual
sales and budgeted sales.

sales volume variance

the variance which results
from the difference in unit
sales prices or unit produc-
tion costs.

salvage value

the share of an asset cost
recovered at the end of its
service life through the sale
or a trade-in allowance on a
new asset.

sample size

the number of samples re-
quired for the audit sampling.

sampling audit
sampling error

difference between the value
obtained by sampling and the
value that would have been
obtained if the entire popula-
tion were investigated.
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sampling interval

the interval between corresp-
onding points on two succe-
ssive samples.

sampling risk
a risk that the auditor's conc-
lusion based on a sample,
might be different from the
conclusion which would be if

the test were applied to the
entire population.

sampling unit

an individual item in an audit
sampling, such as a voucher.

SAS (Statements on Auditing
Standards)
savable cost

an expense which can be sa-
ved under certain conditions.

savings
savings income

dividend, interest and equi-
valent foreign income subject
to a lower tax rate.

scheduled cost

scheduled debt

scheduled property

schedule of account balances

schedule variance

the difference between actual
production and scheduled
production.

scope limitation

(Fr. = limitation de la portée de
la vérification)

when an auditor is not allow-
ed to or unable to perform an
audit procedure.
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scope paragraph
(Fr. = paragraphe de délimitation)

scope section

that part of an audit report
listing the audit goal, stan-
dards, procedures, certifica-
tion, etc.

S corporation

a corporation treated for inc-
ome tax purposes as a part-
nership.

scrap

1-results from the fact that
the materials being process-
ed is not of the exact length,
width, or thickness required
for the product being made.
2-salvage value.

scrap cost

the cost of scrap material.

scrap material
scrap value

1-the excess of the scrap sal-
es over scrap cost. 2-salvage
value.

scrip

any temporary promissory
note for the payment of divid-
ends deferred.

scrip dividend

the dividend declared that
consists of promissory notes
caling for payment at a
future date.

scrubbing the book

reviewing accounting entries
by management.
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search cost

expense associated with lo-
cating a counterpart for a tra-
de.

seasonal company

a company the sales of which
vary due to seasonal effects.

seasonal cost

the cost which is high in one
season, but low in another.

secondary account

the account into which the
classified items from the
book of first entry are
entered.

secret account

the account kept by the own-
er and is not open to the pub-
lic.

secret ledger

a ledger containing secret
accounts.

secret partner

a partner whose identity is
undisclosed.

sectional balance sheet

Securities and Exchange
Commission

the federal agency monitor-
ing and regulating corporate
fin-ancial reporting and the
dis-closure, use of
accounting principles, au-
diting and trad-ing activities.

security capital
low risk capital such as gov-

ernment bonds, housing mor-
tgages, etc.
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security interest

an interest in the property of
another consisting of the right
to sell it when the owner de-
faults.

security specific risk
seed capital

1-money used for the initial
investment in a project or
startup company, market res-
earch, or initial product de-
velopment. 2-retained earn-
ings.

seed money
1-money put up by venture

capitalists to finance a new
business. 2-seed capital.

segment
a division of an enterprise.
segment accounting

the accounting for the profit
and loss of a department, an
area, etc.

segment asset
the asset that belongs to a
segment.

segmented reporting
the process of reporting act-

ivities of various segments of
a firm, e. g. product lines.

segregated account

the account with an insur-
ance company, the fund in
which is not exposed to the
creditors' claims.

segregated asset account
the asset account segregated

from the general asset acc-
ounts.
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segregation of duties
(Fr. = répartition des taches)

internal control concept in
which individuals should not
have responsibility for incom-
patible duties.

selective audit

an audit of a selected object.

selective disclosure

the disclosure of financial
information to a selected
group of users by a public
company.

self-balancing ledger

a ledger the trial balance of
which balances itself.

self-constructed asset

an asset constructed by a
firm that intends to use it.

self-employed

a taxpayer who is not emp-
loyed by any person or com-
panies, e. g. individual in
bus-iness or profession and
cer-tain partner.

self-employment income

personal income from self-
employment business.

self-employment loss

the amount by which the self-
employment income is less
than the self-employment ex-
pense.

self-employment profit

the amount by which the self-
employment income is grea-
ter than the self-employment
cost and expenses.
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self-insurance fund

cash set aside by a bank or
other financial institution for
emergency use.

self-service cost

the cost of rendering services
to other departments.

selling and administrative
expense

an expense incurred in the
selling and administration ac-
tivity.
selling and administrative
expenses budget

the detailed plan of operating
expenses needed to support
the sales and overall opera-
tions of the organization for a
future period.

selling cost

the cost incurred in selling
goods and services.

selling expense

the expense of preparing and
storing goods for sale pro-
moting sales, making sales,
and if a separate delivery
department is not maintained,
the expenses of delivering
goods to customers.

selling expense budget

a budget about the selling
expense of a future period.

selling expense variance

the difference between the
budgeted selling expense
and the actual selling exp-
ense.

selling, general and
administrative expense

operating expenses relating
to the storage, promoting or
selling of a product.
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selling overhead

the overhead cost incurred in
inducing customers to place
orders.

selling price method

a method under which a seg-
ment's revenue is based on
the selling prices and actual
product units sold.

semi-annual statement
semi-variable budget
senior accountant

staff accountant in a CPA
firm who supervises the client
engagement.

senior auditor
(Fr. = vérificateur principal)

person who is responsible for
the overall planning, direct-
ing, & reporting of a large au-
dit project.

senior partner
a high-level partner in a firm

with considerable influence
on management.

senior share
SEOS (Socio-Economic opera-
ting Statement)

separate account
separate income

the income of a spouse in a
community property jurisdic-
tion.

separate property

a property that belongs to the
husband or wife, not both.
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separation of duties

(Fr. = séparation des taches)
sequence of accounts

(Fr. = succession des comptes)

the order of accounts in the
ledger.

sequential sampling

a sampling plan for which the
sample is selected in several
steps with each step condi-
tional on the results of the
previous step.

service
service auditor

the auditor who reports on
the processing of transacti-
ons by the service organiza-
tion.

service center

service cost

a service department's cost
incurred in rendering service
to the production departme-
nts and other service depart-
ments.

service department

a department that does not
produce revenue but which
supplies other departments
with essential services.

service department cost

service department overhead

the overhead because of the
allocated service costs from
other departments.

service life method

a method of calculating dep-
reciation by the proportion of
the time period an asset is
used in the production and
sale of other assets.
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services budget

the budget about boiler hou-
se, gate-keeping, night wat-
chman, security and similar
activities.

service unit method
service-yield basis

a method of calculating depr-
eciation by the proportion of
the volume of service ren-
dered by the plant asset.

servicing asset
benefit that results in serving
financial assets, e. g. collect-

ing, paying taxes and insura-
nce, investing, accounting, etc.

servicing liability

the liability which results when
the cost of servicing financial
assets exceeds the compen-
sation.

set of accounts

a group of ledger accounts that
a particular firm adopts.

settlement of debt

settlement value

share bonus

share dividend

shared responsibility opinion
an audit report in which the
principal auditors decide to
share responsibility  with

other auditors who performed
so-me segments of the client.

shareholder

shareholder's equity
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shareholder value

the value that a shareholder
is able to obtain from his/her
investment in a company, e.
g. capital gain, dividend.

share-related benefit

the benefit provided to an
employee through share-rel-
ated bonus items.

shipping income

income derived from, or in
connection with, the use of
an air-craft or vessel in fore-
ign commerce, or income de-
rived from space and ocean
activities.

S-H-M accounting principles

principles established by 3
American professors: Sand-
ers, Hatfield, and Moore.

short form report

an audit report without detai-
led comments analyzing the
client's financial position and
results of operations.

short-life asset

an asset with a life shorter
than it is expected.

short run approach

the method for determining
whether to accept a rate of
interest by the capital cost of
a project.

short run capacity cost
capacity cost that remains

constant in a short period of
time.

short-term
less than a week, 1 month, 6

months, 9 months, and 1 ye-
ar.
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short-term asset

1-an asset that will change its
form within one operating
cycle. 2-current asset.

short-term debt

obligation payable by the de-
btor within one year.

short-term debt ratio

the ratio of short term debt to
total debts.

short-term financial liability

short-term gain or loss

capital gain or loss on an
investment which was held
for less than one year.

short-term liability
short-term solvency ratio
"should be" cost
should-cost

shut-down cost

1-the cost incurred to stop a
department, an operation or
a factory. 2-prime cost.

sick pay
payment to an employee whi-

le away from work due to sic-
kness.

side transaction

a transaction that will not aff-
ect asset, liability, and capi-
tal, and need not to be recor-
ded in books.

sight test

the auditor's test without det-
ailed analysis.
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significant control

the influence over the operat-
ing, financial, or accounting
policies.

silent partner

a partner who does not parti-
cipate in the management.

simple average method
a method for pricing the issu-
ed materials by the simple

average purchase price of all
purchased materials.

simple cost accounting

cost accounting that classif-
ies the costs by nature.

simple interest

the interest calculated on a
principal sum, and not on any
interest that has been earned
by that sum.

simple journal
a journal that has only credit
and debit columns.

simple journal entry
an entry which includes only
two accounts.

simple liquidation

simple negligence

simulation
a condensed case study sec-

tion of the new computerized
uniformed CPA exam.

single asset depreciation

the depreciation calculated
under the single asset depre-
ciation method.
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single asset depreciation
method

the accounting procedure for
depreciation of assets where
accounts are kept for each
depreciable asset.

single audit

combination of financial sta-
tements audit and complia-
nce audit relating to federal
financial assistance program,
governed by the Single Audit
Act.

Single Audit Act

the law that establishes uni-
form requirements for audits
of federal financial assistance
provided to state and local
governments.

single cost

single cost system

a cost system that applies
the same costing procedure
to different products.

single entry

an entry to record the trans-
actions in only one account.

single journal entry
a journal entry that has only
one debit or credit.

single posting system
a bank system in which the
deposit slips are posted to

the deposit ledger at once by
carbon paper.

single premium
a premium that substantially

all of it is paid within 4 years
from the purchase date.
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single premium life insurance

an insurance policy that sub-
stantially all the premiums
are paid within the first four
years from the purchase
date.

single presentation

the reporting of primary earn-
ings per share only.

site audit
site direct expense

direct expense that is incurr-
ed on the site of the con-
struction project.

situation audit
assessing a company's per-
formance in absolute terms

or in comparison to a comp-
eting or parallel organization.

size approach

the method for deciding whe-
ther to report an item as a se-
parate item by the percent-
age of it to the net income in
the income statement.

Sales Journal (SJ)
skeleton account
sleeping account
sleeping partner
sliding budget
slip

a document for recording tra-
nsactions.

slip daybook
a book consisting of slips un-

der bookless accounting sys-
tem.
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slip system

SL method (Straight Line
Method)

slow asset

an asset that can not be ex-
changed for cash without cut-
ting price.

slow loan

a short-term loan not repaid
for more than 60 days, or
long-term loan not repaid for
more than 90 days.

slow turning account

an account receivable that
needs a long time to collect.

small business corporation

1-one with capital of less
than $1 million. 2-qualified
small business corporation.
3-S co-rporation.

small business investment
company

a privately-owned investment
company which provides eqg-
uity investments and man-
agement services.

social accounting
social asset

staff asset, organization re-
source, and the use of public
properties.

social audit

a study of the social impact
of company or national poli-
cies, including how far they
are realizing and being
affected by the expectations.

fgmﬁm bookless accounting system
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social balance sheet

the balance sheet showing
social assets, socialliabilities
and social equities.

social capital

all resources of the society
used to produce goods and
services.

social cost

a decrease in social wealth
measured in terms of effects
on the social amenities, the
lives and happiness of
people with environmental
factors such as pollution.

social dividend
social economic accounting

taking social consequences
of decisions into an account
in financial management inf-
ormation and accounting pro-
cedure.

social goods

social impact statement

the detailed report to assess
the effect and consequences
of the public interest and
non-profit activities of an
entity.

social liability
staff liability, organization lia-
bility and public liability.
social opportunity cost
the cost to the society when
resources are transferred

from the private sector to the
public sector.

social overhead capital

social overhead cost

expenditure on the public co-
nstruction of the society.
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social performance ccounting

the accounting for measuring
the relationship between a
business and other organiza-
tions, between resources and
environment, and also bet-
ween products and all resou-
rces, etc.

social responsibility
accounting

the accounting that focuses
on the measuring and report-
ing of the prevention, disposi-
tion, rectification and repay-
ment of unfavorable impact
to the society by the activities
of a firm.

social security number

the nine-digit number assign-
ed to a person by the Social
Security Administration.

society's equity

the excess of social assets
over social liabilities measur-
ed of a particular organiza-
tion.

socio-economic operating
statement

the expenditures statement
of a business on activities
conc-erning the  society,
people, and environment.

soft asset
an asset such as intellectual
property and information.
soft cost
architectural, engineering
and legal fees, as

distinguished  from  land
construction costs.

software control
solvency

the ability to pay debts when
due.
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solvency ratio
source document
sourcing rule

a rule of categorizing income
based on its source.

spare capacity

the amount of available plant
and equipment not in use.

special account
(Fr. = compte spécial)

an account, such as variance
account, that provides spe-
cial information.

special accounting

the accounting that classifies
a nation into several sectors
for budgeting and accounting
purposes.

special allocation

the allocation of one or more
items of income, gains, loss-
es deductions or credits to a
partner that depart from the
partner's general allocation of
profits and losses.

special assessment fund

a fund used in government
accounting to account for the
financing of public improve-
ments or services from the is-
suance of bonds or assess-
ments levied against proper-
ties benefited.

special audit

1-audit on the specific eve-
nts. 2-audit with a restricted,
narrow scope to confirm with
a governmental agency's
reg-ulatory requirements.
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special audit report

audit report about special ev-
ents.

special cost

the cost that relates to special
problems in decision making,
such as opportunity cost.

special cost investigation

cost investigation for special
purposes.

special daybook
special dividend
special journal

the journal for recording one
kind of transaction.

special ledger
a ledger consisting of special
accounts.

special order cost system

special report
(Fr. = rapports spéciaux)

1-a financial report for special
use, such as further investi-
gation of cost variance by
managers. 2-audit report
issued on a special event.

special revenue fund

account for the proceeds of
specific revenue sources that
are legally restricted to expe-
nditures for specific purpo-
ses.

special trust

a trust established to carry
out a particularly purpose.

specification cost
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specific cost

the direct cost of a given
department or product.

spread sheet

a ledger sheet with the data
from the income statement,
balance sheet and the sales
statements laid out in colu-
mns and rows.

staff asset

in social accounting, the sum
of human resources and the
investment in training work-
ers.

staff assistant
staff audit

staff auditor

auditor in a CPA firm who
examines a client's financial
records.

staff expense
staffing technique

a technique for estimating the
man-hours required to finish
a job by envisioning the job,
the location, and the equip-
ment or machine required,
and estimating the number of
people and skill that would be
needed to staff a particular
operation.

staff liability

the liability expressed as the
wages and salaries payable
to the employees.

stake

stakeholder
any party that has an interest
in a firm, such as stock-

holder, creditor, employee,
supplier, etc.
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standard accounting
procedures

the standard procedures
established by the
accounting profession.

standard audit report

standard confirmation form

the form used by auditors to
obtain information from finan-
cial institutions and other
accounts receivable custom-
ers.

standard cost

the cost that should be
incurred under normal condi-
tions in producing a given
product, or in performing a
particular service.

standard cost sheet

a sheet that illustrates how
standard costs are developed
and accounted for.

standard cost system

the cost system under which
goods in process and finish-
ed goods are reported in
standard costs.

standard deviation

a measure of the dispersion
around the expected value, it
is the square root of the
mean of the squares differe-
nces between the observed
values and the expected
value.

standard direct labor cost

standard income statement

the income statement for
internal use, under which the
standard costs are reported.
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standard labor cost

labor cost based on the stan-
dard labor rate.

standard labor rate

the direct labor rate that
should be paid for each hour
of labor time.

standard opinion
standard report

standards of field work

the generally accepted audit-
ing standards served as a
guideline for the audit field
work.

standards of reporting

the generally accepted audit-
ing standards served as a
guideline for the audit report.

standing auditor

one acting as an auditor for
the same client for more than
two consecutive periods.

standing cost
stated capital

sum of capital calculated by
its stated value.

statement
(Fr. = énoncés)

a report which has a stated
format.

statement billing

the method in which the sales
for a period are collected into
one statement and the cus-
tomer should pay all of the
invoices at once.
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statement of account

(Fr. = présentation des états
financiers)

a report indicating the acco-
unt status of an agreement
between creditor end debtor.

statement of accounting
policies

the form attached to the
financial statement giving
cletails of accounting poli-
cies.

statement of activities

statement of assets and
liabilities
statement of cash flows

statement-of-cash-flows
method

the method of  cash
budgeting that is organized
along the lines of the
statement of cash flows.

statement of cash receipts and
disbursements

statement of changes in
financial position

a statement reporting the
financing and investing activi-
ties of a business in a period,
and indicating the effects on
working capital.

statement of changes in
retained earnings

statement of changes in
stockholders' equity

the statement showing the
increases and decreases in
stockholders' equity of a
corporation in a given period.

statement of condition
(Fr. = relevé de la situation)

statement of consolidated
income
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n;m%m income statement

ﬁgﬁtﬁﬂl balance sheet

ﬁgﬁtﬁﬂl cash flow statement
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ﬁgmﬁm balance sheet
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statement of cost of goods
sold

the statement showing all
components of the cost of
goods sold for a period.

statement of earnings
Statement of Financial
Accounting Concepts

a definition of broad account-
ing principles or ideas used
in the US and generally app-
licable worldwide.

statement of income and
retained earnings

the income statement that
sh-ows the changes in
retained earnings.

statement of liquidation
statement of loss and profit
statement of net worth
statement of position
statement of profit and loss
statement of profit calculation

statement of realization and
liquidation

Statement of Recommended
Practice

accounting professional guid-
elines for UK companies.

statement of stockholders’
equity

the statement that shows the
changes in stockholders' eqg-
uity.

statement of surplus analysis

statement of working capital

a statement that shows the
current assets, current liabili-
ties, and the working capital.
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statement order

the order of account titles in
the financial statements.

Statements on Auditing
Standards

statements issued by the
ASB to provide CPAs with
guidance regarding the
application of GAAS.

static analysis

the analysis that focuses on
the balance sheet.

statistical sampling

(Fr. = échantillonnage statisti-
que)

the audit sampling whereby
auditors judge sampling risk
by using statistical techn-
iques.

statistical test audit

the test audit made under
random sampling of
statistics.

statute of frauds

a law enacted in most juris-
dictions requiring certain con-
tracts to be in writing and
signed by any party charged
with failing to fulfill obligations
under the contract.

statutory accounting

the accounting, such as tax
accounting, the procedures
and statement format of
which are set by legislation.

statutory audit

statutory books

the books that must be kept
by every limited company
registered.
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statutory employee

an employee such as an
outside salesperson who can
deduct 100% of the business
expenses.

stock

legal capital of a corporation
divided into a number of
shares.

stock account

1-a report showing increase,
decrease and book balance
of goods of a branch when
the goods shipped to which
are not recorded at cost. 2-
an account for recording
capital stock. 3-an account
for recording the stock of
merchandise by social acc-
ounting.

stock at close
stock at start
stock bonus

stock discount

the amount a stock's par
value exceeds its paid-in
capital.

stock dividend
a distribution by a company
of its own shares to its com-
mon stockholders without

any consideration  being
received in return thereof.

stock goods

stockholder
(Fr. = actionnaire)

the owner of the shares is-
sued a company or mutual
fund.

stockholders' capital

the capital invested by stock-
holders.
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stockholder's equity

the equity of a stockholder in
a corporation's asset.

stockholder's ledger

a detailed ledger controlled
by the capital stock account
which shows the number of
shares of stock held by each
stockholder at any time.

stockholder's report

the annual report and other
report sent to stockholders.

stock interest
stock in trade

stock statement

a statement prepared by the
social accounting showing
the stock balance of each
item.

storage cost

the cost incurred in safe
keeping the assets.

stores ledger

stores received and issued
book

straight-line amortization

the amortization of intangible
property in equal amounts
each year.

straight-line depreciation

the depreciation of tangible
asset in equal amounts each
year.

straight-line method

the method under which the
bond discount or premium is
spread uniformly over the life
of the investment.

YUHSHIIURIIIMATS UYUBTmASEn

iugsismamatesiuignjunylinyyw ¥

i) fINB U IMAUS

tgf it S RnmuhsnuSmaTIsyuBSIBRTINM
fitgsismamsmamihwmima st gwomy
106U

IwMNAURGEomans

IMWMINAEEIE  Swimwminigisigimtunsd
ISR METS 4

tyH18IU dividend

ﬁgﬁtﬁﬂl merchandise inventory

rwminluga

ImInAE USRS R BN -
DU E R S HE DY

vgAsaMwiGmIAsNER

gametRam gt mi8InNgi |8 wny |

fgmﬁm material ledger

fgﬁtﬁm material ledger

MU IBIHBUsAYHTW

thmitueigi{gnjunysibwsidssigmoisimug
8YWo

MRS HEUsAYTw

mimaingignjunybugisssigmigimu®
Sywo

T |iuei s
Thenpgitoygana gsgumieniEineasen
npnwsgsmmwmaismiigima |

-310-



straight-line method of
depreciation

a method that allocates equal
share of depreciation to each
year in a plant asset's life.

subsidiary
(Fr. = société subsidiaire)

a company a majority of its
voting stock is owned by a
parent company.

subsidiary account
1-either a contra account or

an adjunct account. 2-det-
ailed account.

subsidiary book of account
subsidiary company

subsidiary company
accounting

the accounting undertaken by
a subsidiary for the recording
of transactions with the par-
ent company.

subsidiary corporation
subsidiary journal

subsidiary ledger
(Fr. = livre de compte auxiliaire)

a group of accounts other
than general ledger accounts
that show the details under-
lying the balance of the
controlling account in the
ledger.

subsidiary ledger account

substantive test
(Fr. = tests de corroboration)

audit test of details of tran-
sactions and balances, and
analytical procedures.

subtotal

total of cercain figures only.
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successor auditor

an auditor who has accepted
an engagement or auditor
who has been invited to
make a proposal for engage-
ment.

summary account

a temporary account maintai-
ned for revenues and ex-
penses of a sole proprietor-
ship or partnership.

summary book

a book for recording summa-
rized data.

summary journal

the journal for adjusting ent-
ries and summarizing them.

summary of financial position

a summary of the uses and
sources of funds in a given
period.

summary schedule
summary worksheet

a work sheet the trial balance
of which contains the general
ledger accounts only.

sum of the years' digits

the total of the years' digits in
the estimated useful life of a
plant asset.

sundry expense
sundry income

sunk cost

the cost incurred as a conse-
quence of a past decision
and which, therefore, cannot
be avoided.
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super profit

1-partnership profit after ded-
uction of the partners' sala-
ries and investment interest.
2-excess profit.

supervision cost

that part of indirect labor cost
incurred to supervise the
wor-kers.

supplementary account
the account providing supple-
mentary information.
supplementary statement
a statement giving additional

information of price level
changes.

supplies ledger

a sub-ledger that contains
accounts for each supply.

support costs

the costs incurred for ad-
ministration, marketing, rese-
arch and development, occ-
upancy, and others of a
comparable nature.

supporting document

the basic written evidence of
a business transaction.
supporting evidence

all items of a given type that
are used by an auditor.

supporting worksheet

the work sheet that contains
subsidiary accounts and their
adjustments.
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surcharge

added on top of another
charge, such as fuel sur-
charge.

surplus

1-the excess of assets over
liabilities and capital stock. 2-
the excess of revenue over
expenditure of a government.

surprise audit

the audit performed occasio-
nally.

surprise count

inventory taking made occas-
ionally.

survey memorandum

the summary of the results in
preliminary audit.

suspense

suspense account

the account used temporarily
for the items which for lack of
detail at the time of posting
cannot be placed into their
regular appraisal accounts.

sustainable income
swap

1-the sale of one security for
the purchase of another. 2-
an agreement under which
two investors exchange pay-
ments based on the price
change of a security.

sweat equity
increase in property value

due to an owner's improve-
ments.
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sweep-out dividend

a dividend that an investment
company may deduct for a
tax year, provided that it is
declared within that year or
paid soon after the close of
the company's tax year.

switching cost

the cost incurred when a
customer changes from one
supplier or marketplace to
another.

synergies

the economic gains resulting
from a merger or acquisition.

systematic risk

the risk associated with the
movement of a market as op-
posed to distinct elements of
risk associated with a specific
security.

systematic sampling

an audit sampling technique
in systematic sampling which
every n" item is selected
after a random start.

system audit

1-the audit of the efficiency,
target, and benefit, etc. of the
new system that substituted
the old one. 2-operating au-
dit.

systrust

an engagement in which a
CPA considers availability,
security, integrity and main-
tainability of a company's
computer system.
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T-account

a form of account that shows
only the account title the
debit and credit sides.

T-account method

a method that uses T-accou-
nts to analyze transactions in
preparing statement of cash
flows.

tainted income (Australia)

the foreign passive income
and certain sales and service
income.

tainting percentage
the amount of misstatement

divided by dollar amount of
the sample.

takeover premium
takeover target

taking a business approach

an audit method under which
the information obtained sho-
uld be documented by the
auditor and retained in a file
for use in subsequent ex-
amination.

tangible asset
(Fr. = actifs corporels)

asset which can be seen and
touched other than a financial
asset.

tangible capital asset
tangible cost

the oil and gas drilling accou-
nting phrase, meaning cost of
items that can be used over a
period of time.

tangible fixed asset
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tangible loss
a loss of an asset which has
a physical form.

tangible movable asset
an asset capable of being
realized.

tangible net worth

total assets less intangible
assets and total liabilities.

tangible property
target benefit plan

a pension the benefits are
based on the performance of
investments.

target company

a company chosen as the
target for takeover.

target cost

1-a cost that is used as a
target. 2-standard cost.

target costing

identifying the estimated cost
of a new product that must be
achieved for that product to
be priced competitively and
still produce a profit.

target income

amount of income an organ-
ization is trying to achieve
during a particular period.

target income sales

amount required to attain a
particular income level or
target net income.

target profit

the desired level of profit-
ability of management, which
is measured either in dollars
or interms of a financial ratio.
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tax

a charge imposed by a
government on personal and
corporate income, estates,
gifts or other sources to
obtain revenue for the public
good.

taxable acquisition

taxable award

money awarded to the tax-
payer by the court in a
lawsuit, the attorney fees are
taxable under the AMT rules.

taxable income

income that a taxpayer has
after exemptions, and de-
ductions have been subtra-
cted, that is subject to tax.

tax accounting

the accounting methods pro-
perly used for tax purposes.

tax accrual workpaper

the workpaper, e. g. memora-
nda generated by account-
ants to evaluate a taxpayer's
contingent tax liability.

tax allocation method

one method of charging all or
a portion of the consolidated
tax liability of a group to
individual member of that
group.

tax audit

an IRS audit that focuses on
the calculation of taxable
income.

tax basis
the cost used to determine

capital gains and losses for
tax purposes.
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tax cost

tax cost basis

the basis of property not
received in exchange for
property or money but was
reported as income.

tax credit

1-a direct, dollar for dollar,
reduction in tax liability. 2-
(UK) a reduction in tax al-
lowed to a taxpayer for the
dividend from a company.

tax deductible expense

an expense deductible tor tax
purpose.

tax deduction

an amount, whether paid in
cash, in kind, or merely
claimed on paper which is
used as an offset in deter-
mining taxable income or a
raxabie estate.

tax deferral
a tax result or strategy under

which reportable income is
deferred until a future year.

tax-deferred income

ordinary income and capital
gains from investments in a
qualified retirement plan.

tax depreciation
the depreciation calculated
for tax purpose.

tax effect accounting
the accounting for the calcu-

lation and distribution of tax
revenue and expense.

tax efficiency ratio
the ratio of aftertax returns to

pre-tax returns of an inves-
tment.
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tax equivalent income

the tax-exempt income that,
for comparative purposes,
has been increased by an
amount equal to the taxes
that would be paid if this
income were fully taxable.

tax exempt bond
tax exempt income
tax exemption

deductions of a specified am-
ount which a taxpayer can
claim.

tax exempt security
tax expenditure

revenue lost to government
because of any form of legal
tax reduction or tax forgive-
ness.

tax-free bond

tax-free capital dividend
tax-free income

taxing master

tax liability

total amount of tax that a
taxpayer must pay based on
the taxable income and the
current income tax rates.

tax loss

1-the loss because of the
improper use of the account-
ing methods. 2-the negative
amount of taxable income.

tax lot accounting

record keeping technique that
traces the dates of purchase
and sale, cost basis and
transaction size for each sec-
urity in a portfolio.
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tax offset
tax on corporations
tax option corporation

tax payable
(Fr. = impots a payer)

tax liability of a taxpayer as
fixed by assessment.

tax rate

percentage at which tax is
calculated based on taxable
income.

tax rebate
tax refund

return of tax previously paid
or overpaid back to the tax-
payer.

tax relief

tax return

a report by taxpayers setting
forth the facts necessary to
establish the amount of tax
due in their capacities as the
parties liable for the tax.

tax revenue
(Fr. = produit de I'impot)

the calculated revenue of a
government in the form of tax.

tax sale

a judicial sale of property for
the payment of taxes due.

tax withholding
tax written-down value
original cost of an asset less

accumulated depreciation re-
ported for tax purpose.
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team audit

an audit underraken by a
group of revenue agents in
case where there are multiple
related taxpayers or transa-
ctions.

team captain

one responsible for organiz-
ing and conducting a peer
review or quality review.

tearing and lading
technical cost

the cost such as mainrena-
nce, depreciation, material,
labor, fuel, power, etc.

technological obsolescence

decrease in the efficiency of
a plant asset due to the
technological advance.

technology cost

a cost associated with the
development, acquisition, im-
plemenration and maintena-
nce of technology assets.

temporary account
temporary asset

the current asset that fluctua-
tes in response to seasonal
or anticipated shorr-term.

temporary helper

the employee hired tempora-
rily to help finish a job.

temporary owner ’s equity
account

temporary restricted net
assets

the balance of resources that
a nonprofit organization is
permitted to spend in accor-
dance with the specific legal
restriccions  imposed by
outside donors.
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tentative balance sheet

balance sheet that needs to
be revised.

terminal account

an account the balance of
which is referenced when
preparing financial stateme-
nts.

terminal funding method

the method under which the
provisions, funding and reco-
gnition of pension expense
for fucure benefit payments
are made at the end of an
employee's period of service.

terminal loss

the undepreciated balance in
a class of depreciable proper-
ty.

terminal reserve

terminal salvage value
terminal value
termination accounting
term out
to transfer a debt within the

balance sheet without acquir-
ing new debts.

test
testamentary debt

amount payable as a conse-
quence of death.

test audit
test audit by experience

test audit the scope of which
is determined by the auditor's
experience.

test basis examination

1] ﬂﬁfj[l{]ﬁ’l I

mnsga iR g mndugiio 1

anNsghimw

AMNSI BB ITRh{E eI
rsmInAdIenis 4

iglinaTIjus

Thanynmyusiwlnuunomm

TEanpgigwninmeniinens MIgwYLEE S
ggRINABAMIENESEIRSGNTMIUHH UGS
INUHNAR G NS FIgHnsHUTisTiwtiEe
TR YIUR ST 4

minnuli Sss18maTue
R R S Y ER T
563 4 '

neUhisighE)

fgm't’mr salvage value

ngt%[U salvage value

fgm't’mr accounting for liquidation

iy runnu

UGS RN Mt SegnMS TN

B
tyHIBIU audit test
snnugjRfin:mo

Sanepgiaieuthsni nnisgnnmo 1

ey H1BU audit test
inngrisngmuvsiiinnns

wtgeisnyiBnl anumnsuahiginstandithe
UGG aIuaIMIsHI 4

tyu1B audit test

-323-



test check
(Fr. = contréle par sondage)

substantiation of some items
in an account or financial rec-
ord so the auditor can form
an opinion as to the accura-
cy of the entire account or
financial record.

test checking
test costing

the costing of the sample
batch, the result of which is
used to determine the avera-
ge cost of all batches of pro-
ducts.

test data

a method for EDP auditing
whereby dummy data are
developed by the auditor and
processed under auditor's
control by the client's comp-
uter.

testing
(Fr. = essais)
testing day

the first day of the partner-
ship's tax year as otherwise
determined by the IRS.

test of completeness

tracing from the source docu-
ments to the ledger to deter-
mine the completeness of re-
cording and to detect under-
statement.

test of controls

a test of a client's controls
over internal control by using
test data or parallel simula-
tion.

test of details
examination of the actual det-

ails making up various ac-
count balances.
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test of existence

tracing from the ledger to the
source documents to determ-ine
the existence of an account
balance to detect over-statement.

test of profitability

the measurement of profita-
bility by the gross profit ratio
and the rate of return.

text book method

1-a method for calculating the
depreciation rate. 2-the me-
thod used under declining
balance method, in which the
R =1 - "L/P, where P mea-
ns the asset cost, L means
the salvage value.

T form account

theoretical amount

the asset amount determined
by an auditor after calculation
and observation.

theoretical concept

a concept accepted by acc-
ountants just because of its
conformity with the principle
of financial disclosure of priv-
ate entities.

theoretical depreciation

a method under which depre-
ciation is equal to the present
value of the future income
when using internal rate of
return as the discount rate.

theory of accounts approach

a method for establishing the
accounting theory, which hol-
ds that the accounting equat-
ion must always be maintai-
ned.
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third party recovery

the delinquent accounts rece-
ivable recovered by a collec-
tion agency for a fee.

third statement

the third important financial
statement, that is the statem-
ent of changes in financial
position.

three-account system

1-invenrory system that main-
tains three accounts, namely
sales account, purchases
account, and last period in-
ventories account. 2-the acc-
ount system that classifies
the accounts into three grou-
ps, assets and capital, reve-
nue and expenditures, costs
and income.

three-column cash book

a ledger that combines cash
and deposit accounts into
one account with three colu-
mns, namely, discounts, det-
ails and bank.

three-digit system

the coding system that uses
three digits to identify an
account or an item.

three-dimensional analysis

cost analysis in three eleme-
nts, namely cost, department,
and product.

three-division horizontal
working paper

combined working paper that
is divided into 3 columns the
left column for the balance
sheet, the middle column for
the income statement, the
right column for the state-
ment of changes in financial
position.
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three-division vertical working
paper

a combined working paper
which is divided into three
stages, the upper part for the
balance sheet, the middle
part for the income state-
ment, and the lower part for
the statement of changes in
financial position.

three-ledger system

the system which maintains 3
ledgers, the general ledger,
the accounts receivable led-
ger end the accounts payable
ledger.

three-way classification

1-the classification of costs
into manufacturing, selling,
and general administration
cost. 2-the classification of
merchandise accounts into
beginning stock, purchases
and goods sold.

three-way separation

additional separation of inve-
ntory into raw materials, work
in process, and finished goo-
ds.

thrift plan

defined contribution plan in
which an employee contribu-
tes, usually on a before-tax
basis, toward the ultimare
benefits that will be provided.
The employer agrees to mat-
ch all or a portion of the em-
ployee's contributions.

through-put accounting

the accounting that recogni-
zes costs by both the book of
original entry and the balance
sheet.

throwback dividend
any dividend paid in two

months after the end of a tax
year.
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throwback rule

an anti-tax avoidance plan in
order to tax the beneficiaries
of complex trusts on delayed
distributions of earnings, oth-
er than capital gains as if the
beneficiary had received the
earnings on a current basis.

tick mark
(Fr. = marques de pointage)

a symbol used in working
papers by the auditor to
indicate a specific step in the
work performed.

till money

1-cash kept by a cashier for
daily disbursements. Also:
vault cash. 2-cash reserve.

time adjusted rate of return

time-adjusted revenue method

the method for calculating
depreciation cost based on
the proportion of discounted
revenue of each period.

time apportionment

apportionment of income and
expenses be tween two per-
iods before and after the
effective date of a new tax
legislation.

time-based cost

the cost that increases as the
time passes.

timeliness

(Fr. = respect des délais)

the qualitative characteristic
of accounting information that
reaches the user in time to
help the user in making a
decision.

time note
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time of supply

for value added tax purpose,
the time of occurrence of a
supply of goods or services.

time-period concept

the idea that the life of a
business is divisible into time
periods of equal length.

times-fixed charges earned

net income before fixed char-
ges and taxes divided by the
fixed charges.

time sharing accounting

methods and procedures for
recognizing each client, reco-
rding usage time, storage,
controlling errors, etc. when
using a computer on time
sharing basis.

times interest earned

operating interest divided by
annual interest expense.

times interest ratio

times preferred dividends
earned

net income divided by annual
preferred dividends.

time value

excess of the price at which
the company is merged over
the price of its stock before
merger.

time value of money

(Fr. = valeur de I'argent dans le
temps)

value that money can prod-
uce in a given period, often
equals the future value in
excess of the present value.

time weighted value of money

the value of money taking
into account the rate of return
it will earn and the length of
time for which it will be used.
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timing classification

classifying cost into period
cost and product cost.

timing error

the error incurred in one
accounting period but the
effect of which is reflected in
another period.

title of accounts method
title of statement
tolerable error

tolerable misstatement

the maximum monetary miss-
tatement that may exist
without causing the financial
statements to be materially
misstated.

tolerable rate

maximum rate of deviation
from a control structure policy
or procedure that an auditor
is willing to accept without
modifying the planned asse-
ssed level of control risk.

top line
sales or revenue as it is sho-
wn at the first line of an
income statement.

top office expense
an expense incurred in the
top office of a business, e. g.
the president's salaries.

total account

total assets

total amount of the assets of
an organization.

total brought forward
total of a column brought

from the previous page in a
ledger.
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total carried down

the column total brought
forward to the next page in a
ledger.

total cash flow

total cash flow from all sour-
ces.

total consolidated asset

consolidated asset plus una-
mortized goodwiill.

total cost

1-total costs including manu-
facturing cost and selling and
distribution costs. 2-purchas-
ing cost + storage cost +
ordering cost + cost of not
carrying.

total costing
total cost of ownership

purchase price plus additio-
nal costs of an asset.

total cost ownership

tracing costs to a person or
organization responsible for
costs related to their des-
ignated products, services
and/or customers.

total cost per unit

sum of the average cost of
each process or each elem-
ent under process costing.

total debt to total assets

a ratio calculated by adding
shore-term and long-term
debt, and then dividing by a
company's total assets.

total depreciation
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total direct labor cost variance

the difference between stand-
ard direct labor cost for the
good units produced and the
actual direct labor costs inc-
urred.

total direct materials cost
variance

the difference between stand-
ard cost for direct materials
and the actual cost incurred
for those items.

total enterprise value
calculated as market capital-
ization + interest bearing debt

+ preferred stock - excess
cash.

total equity

1-equity
2-net worth.

total factor productivity
total fixed cost

1-the sum of all fixed costs.
2-the a in the cost volume
formula: f = a + bx.

total income

sum of all income subject to
tax.

total inventory method

the method of applying the
lower-of-cost-or-market meth-
od to inventory pricing.

total liabilities

the sum of the current liabili-
ties and long-term liabilities
as listed on the balance
sheet.

total loss

damage to such an extent
that it cannot be rebuilt or
repaired to equal its condition
prior to the loss.
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total manufacturing cost

total cost of direct materials,
direct labor, and manufactur-
ing overhead incurred and
charged to production in a
given period.

total manufacturing overhead
variance

the difference between the
actual manufacturing overh-
ead costs incurred and the
standard manufacturing over-
head costs applied to produc-
tion using the standard vari-
able and fixed manufacturing
overhead rates.

total process cost

the sum of the cost of each
process under process cost-

ing.
total profit

1-the sum of profits of all
departments or all subsidia-
ries. 2-the accumulated pro-
fits from the set-up of the
business till now.

total return

1-the investment return inclu-
ding income from dividends
and interest, as well as
appreciation in the price of
the securities. 2-for bonds
held to maturity, discount rate
at which the initial investment
in the bond will grow to the
total value available at matur-
ity with interim cash flows
invested at an assumed rein-
vestment rate.

total revenue
total sales revenue and reve-
nue from other sources for a
particular period.

total risk

the sum of systematic risk
and unsystematic risk.
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total shareholder return

1-the total return of a stock to
investors (capital gain plus
dividends). 2-internal rate of
return of cash flows to an
investor in its holding period.

total tax bill

total unstated interest

present value of all imputed
interest from a deferred pay-
ment sales contract.

total variable cost

a cost that varies in total in
direct proportion to changes
in activity.

total work cost
Totten trust

a bank account the balance
in which will be left to a ben-
eficiary should the account
holder die.

trace
(Fr. = suivre)

1-to determine if the financial
statement item has been ha-
ndled according to the cor-
porate or accounting policy.
2-to assign cost to an activity
or a cost object using an
observable measure of the
consumption of resources by
an activity.

traceability

assignment of costs to a seg-
ment based on a definable
set of cause-effect relation-
ships.

traceable cost
tracing backward

tradeable asset
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trade asset

an asset used in or derived
from the company's activity.

trade balance

trade certificate

a certificate is sued by the
Registrar of Companies ena-
bling a company to do busi-
ness.

trade deficit

negative balance of trade,
i.e. exports exceeds imports.

trade discount

reduction of the list price in
return for purchase in large
quantities.

trade fixture

the fixture installed in a prem-
ise for the use in a trade or
business.

trade-in allowance

a price reduction for turning
in an old item when buying a
new item.

trade liberalization

multilateral reduction in tariffs
and other measures that
restrict international trade.

trade-off in cost

the situation under which the
cost of carrying increases
while the cost of not carrying
decreases.

trade payables turnover period
calculated as (bills payable +

accounts payable) + daily
sales.
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trade surplus

positive balance of trade, i. e.
exports exceeds imports.

trade working capital

the difference between curr-
ent assets and current liabi-
lities directly associated with
daily business operations.

trading book

1-portion of a bank's balance
sheet for trading activities.
2- the portfolio of financial
instruments held by a broke-
rage or bank.

trading capital
sum of fixed capital and liquid
capital.

trading cost

the cost of making a secu-
rities trade including both the
commission and the bid/ask
spread.

trading difference
trading loss

expenses in a trade exceed
receipts.

trading profit

1-profit on an investment
position held for less than
one year, taXed as ordinary
income. 2-gross profit. 3-ope-
rating income.

trading profit and loss account
trading securities
traditional allowance

allowance given to married

women in 1990 if their husba-
nds were on low income.
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traditional cost allocation

allocating the indirect cost
without using cost driver.

traditional costing

traditional form of cost
ascertainment

a method for determining the
fixed and variable behavior of
cost by verifying the invoices.

traditional lifo

lifo that applies to each unit
of inventory items.

transactional stage

a period in which a company
tries to acquire or establish
another company, the expen-
ses incurred are not deduc-
tible.

transaction approach

an audit procedure that pre-
dominates in the examination
of physical assets as a result
of low turnover, all transac-
tions are verified completely.

transaction balance

the balance of cash or other
current assets that must be
maintained for the need of
operations.

transaction documents

written record, either hand-
written or prepared me cha-
nically for every transaction
taking place in a business.

transaction in securities
(Fr. = opérations sur titres)
transaction method

the method for reporting the
currency gains and losses
under which each transaction
is reported on the basis of
exchange rates prevailing at
the time of transaction.
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transaction review

reexamination of transactions
by auditors.

transactions cost

the cost incurred in the per-
formance of a transaction,
e.g. cost of obtaining informa-
tion about the price, quality,
usefulness, etc.

transaction system

a system in which inventory
taking is made only when
there have been quite a
number of transactions incur-
red.

transaction trail

the chains of evidence prov-
ided through coding, cross
references, and documenta-
tion connecting accounting
balances and other summary
results with original transac-
tions and calculations.

transfer

movement of money between
government and proprietary
funds.

transfer cost

1-the cost that a department
accepts for items supplied by
other departments. 2-book
cost.

transfer-in cost
transfer payment

1-the funding by the federal
government to the provinces
and territories. 2-flow of
income which represents a
change in the distribution of
national wealth but not com-
pensation for current contri-
bution to the production pro-
cess.
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transfer pricing

the pricing where one service
department within a company
charges for the use of its ser-
vices by other divisions of the
company either at the cost or
some agreed formula.

transferred basis

the basis of property determ-
ined by reference to the basis
of property in the hands of
the transferee.

transferred-in cost

the cost of the previous pro-
cess transferred as an input
into this production process.

transferred-out cost

the cost of current process
transferred to the next pro-
cess under process costing.

transfer slip

a slip other than the cash
receipts and cash disburse-
ments slips.

transfer to other account

the amount of inventory tran-
sferred to another account for
calculation of cost of goods
sold.

transfer variance

difference between the actual
cost and standard cost crans-
ferred to the next process
under process costing.

transfer voucher

transformation of cost

the change of cost behavior
from fixed cost to variable
cost, or vice versa.
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transit account

1-an account for recording
goods or accounts in transit
when a branch is using inde-
pendent accounting system.
2-suspense account.

transitory income

1-current income minus per-
manent income. 2-windfall pr-
ofit.

translation

changing functional currency
statements back to home cur-
rency statements.

translation adjustment

the amount to balance the
accounts due to translation
gain or loss.

translation exposure

translation exposure
accounting

translation gain

the gain from the translation
of foreign subsidiary financial
statements into home curr-
ency when the exchange rate
is favorable.

translation loss

the loss from translation of
foreign subsidiary financial
statements back to home
currency due to fluauarion in
the exchange rates.

translation of account
balances

the translation of the foreign
subsidiary's account balan-
ces back to the home curre-
ncy.

transnational accounting
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transportation expense

1-the cost of transportation
when a taxpayer is not trave-
ling away from home. 2-cost
of moving products from one
place to another.

transportation in
transportation ratio

of railroad companies, total
expenses incurred in moving
trains divided by gross reve-
nue.

traveling audit

auditing of the branches, in
which the auditor must travel
to the places where the bran-
ches reside.

traveling auditor

1-one who performs audit of
branches. 2-a CPA who per-
forms field audit for a client
on a continuous basis.

treasury stock

the issued stock that has
been reacquired by the issu-
er.

treasury stock method

the method of computing the
number of common stock un-
der the assumption that the
money paid by those who
have stock option in buying
common stock will be used
as a fund for purchasing the
treasury stock.

treaty-exempt income
the income of a nonresident

that is exempt from income
tax.
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treaty-protected business

a business the income from
which is exempt from tax
because of a tax treaty with
another country.

trend analysis

an analysis of the change in
accounting data over time.

trial balance
(Fr. = balance de vérification)

the listing of all assets, li-
abilities, capital, revenue, and
expense account balances.

trial balance of balances

list of all the account balan-
ces of a self balancing led-
ger.

trial balance of footings
trial balance of totals

a list of the debit totals and
the credit totals of all the
accounts.

trial balance of totals and
balances

a combination of the trial
balance of totals and the trial
balance of balances.

trinsically fixed cost

the fixed cost that must be
considered by the accounting
methods.

trinsically variable cost
variable cost that must be

considered by the accounting
methods.

triple net lease

true balance

the bank account balance
after reconciling items are
adjusted.
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true lease

true rate of return
true value rule

a rule under which one who
subscribes for and receives
stock must pay therefor the
par or stated value thereof
either in money or in its wor-
th.

trust

1-the arrangement in which
one person holds the proper-
ty for the benefit of a named
party. 2-close combination.

trust company

a company that offers fiducia-
ry administration of estates,
trust and pension plans.

trust corporation

a company that acts like a
public trustee.

trust distribution

trustee

1-the person who holds the
property in a trust. 2-a person
with fiduciary duty to another.

trust fund
(Fr. = fonds de dép6t)

a fund restricted by a trust
agreement, such as pension
trust fund, investment trust
fund and private-purpose tru-
st fund.

mIguRvg
Gnong)
fgﬂtﬁm internal rate of return

(MIjUiduasgnumntmy

Tmssinfia
TmsigugnGmmalspivimeiiowin - gRiv
isithans e ushdin

gimsmoguylf, mivmug, sendy

9-MIIfUBTEU N USMAMSMUgN]ruH]H
f&nifmmﬂﬁé?smnﬁmgtﬁ 1 B-AMIUCRENGH[MEn
(et (pUANYUS
[ensgmy s

l
Ujﬁﬁ]s%tﬂmgmmilﬁﬁtﬁﬁ%mﬁpﬁﬁmslgm HeUS-
frog: SudiminanEssing 4

o

anfinygmyugnvls yeonnun

Ny ~ 1 ~ owm an

uistsanEmigsth symiuiaganmann: 4

mifutisnsiunwyngmygivgnds gugning

yamsmuognjylf. (uici§ts, gatBUmMI
o k'Y

e (ni Uy HRLTS

9 -UHIBUMSMU{EN e H RSl fssmIGents 1

B-upnigumsmifyisinEngis 1

yuiissndy

YRR (NG (iR N faeenty futhyras

GSHERIANGSEIHNS YUERGSHEHISNG SuumER

s R NUIMuTANMIRTS |

-343-



trust protector

someone appointed to audit
the trustee's books and pro-
tect the trust assets.

trust throwback rule

turnover
(Fr. = chiffre d'affaires)

two-account system

1-the system for calculating
sales cost, with only a pur-
chases account and a sales
account. 2-a bookkeeping sy-
stem that classifies account
into active and passive gro-
ups.

two-class method

a method of showing earn-
ings per share, in which earn-
ings per share of the prefe-
rred and ordinary stock are
reported separately.

two-part accountability report

the accountability report whi-
ch includes production quan-
tity and cost amount.

two-rate system

a taxation system under whi-
ch retained earnings are
taxed at a higher rate, while
declared dividends are taxed
at a lower rate.
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ultimate cost
unadjusted gross profit

gross profit before deducting
the unrealized income and
contra income item.

unadjusted trial balance

a trial balance prepared after
transactions are recorded but
before adjustments are ma-
de.

unallowable cost
any cost not allowed to be

treated as cost under the cost
plus contract.

unallowed cost
unamortizable asset
unamortized intangibles

the intangible assets not fully
amortized when being liqui-
dated.

unappropriated profit

the earnings not paid out as
dividend but instead reinv-
ested in the business or used
to payoff debt.

unaudited financial statement
unaudited opinion
an opinion by a CPA who has

not audited the relevant fin-
ancial statements.

unbalanced entry

an entry the credit and debit
of which are out of balance.

unbilled receivable
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uncertified financial statement

the financial statement that
has not been audited by a
certified public accountant.

uncollectible account
uncompleted transaction

a transaction that has not
been completed and may
cause other accounting eve-
nts to be happened.

unconfirmed profit

the profit on subsidiary
income statement that has
not been certified by the
parent company.

unconsolidated subsidiary

a subsidiary showing indivi-
dual financial statements that
are not presented in the
consolidated financial state-
ments.

uncontrollable cost

a cost the amount of which a
specific manager can not
control within a given period
of time.

uncontrollable expense

unavoidable expense of a
government, e.g. contract co-
st, interest on public debts,
etc.

uncontrollable variance

cost variance not under the
control of the manager.

undepreciated cost
undercosting
the costing process that
results in understatement of

cost in the financial state-
ments.
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underdepreciation
underground economy

the legal and illegal activities
that people do not report to
the IRS.

under/over stock report

the report of the stock inven-
tory level as compared with
the maximum or minimum
levels.

under reporting

illegal practice where a
person under states taxable
income or a company under
states earnings.

understandability

qualitative characteristic of
accounting information that is
presented in a form and in
terms that its user can
understand.

understated product cost

product cost in the income
statement, which is less than
the actual product cost.

understocking
underwithholding

a situation when a taxpayer
has withheld too little income
tax and therefore owes tax
when filing a return.

undistributed profit

1-the profit of a joint-venture,
a syndicate, or a partnership
before distributions to the
related parties. 2-retained ea-
rnings.

undivided profit

1-the net profit not transferr-
ed to the appropriated re-
tained earnings. 2-that por-
tion of the unappropriated ret-
ained earnings that may be
used to pay dividends, bad
debts loss or any other spe-
cial losses.
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undrawn profit

unearned income

an individual's income deriv-
ed from sources other than
employment, such as interest
and dividends.

unearned interest
the interest received on a
loan but can not be treated
as income since the principal

has not been outstanding for
a given interest period.

unencumbered balance
the amount of resources that
can still be obliged or exp-

ended without exceeding the
legal or authorized limit.

uneven cash flow

unexpired cost
unfinished goods
uniform accounting

the application of uniform
principles, terms and system-
atic procedures in accou-
nting.

unit loss
unit of money financial
statement

unit of product
unit process cost
unit purchase price

unjustified accounting change

change in accounting prin-
ciples not supported by
management, thus auditor
should express qualified or
adverse opinion.
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unpaid capital

the amount of capital not paid
by the shareholder, usually
the total capital authorized
exceeds the paid up capital.

unpaid dividend

a dividend which has been
declared by the board of di-
rectors but has not reached
its payment.

unpaid expense
unproductive asset

1-asset not used in the pro-
duction of goods or services.
2-asset that can not produce
income by itself.

unqualified opinion
the opinion in which the aud-
itor absolutely agrees with

the client's accounting rec-
ords and behavior.

unqualified report
unrealized profit
unrecorded expense

an expense incurred but the
applicable amount of which
has not been recorded in the
mont

unsystematic risk

a risk that affects a small
number of securities only,
which can be avoided by div-
ersification.

untaxed income

usable cost

usage value
total cost of the quantity of
stock of a particular stock

keeping unit used during a
period of time.
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useful life

usefulness

user auditor

the auditor who reports on
the financial statements of
the user organization, which
uses a service organization in
data processing.
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vacation pay

payment to employees who
are on a vacation.

validity control

the control of the validity of
the internal behavior and
accounting records.

valuation account

1-an account for recording
adjustment to another acc-
ount. 2-account for accum-
ulated depreciation.

valuation basis

the basis of property determ-
ined according to the value of
the property as of a certain
date.

valuation loss

the amount by which the
appraised value of an asset
is less than its book value.

value added

attributes of a transaction or
a process that increase the
value of the transaction or
process by their addition.

value-added cost

the cost of activity that can
not be eliminated without the
customer perceiving a de-
cline in product quality or
performance.

value added tax

a tax imposed on the value
increase of a product after a
process.

value asset

amount calculated as: (ass-
ets - liabilities - liquidation
value and accrued dividend
of preferred stock) ~ number
of shares of common stock.
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value at risk

the method which uses the
statistical analysis of his-
torical market trends and
volatilities to estimate the
likelihood that a given port-
folio's losses will exceed a
certain amount.

value chain

design, procurement, market,
distribution and post-sale ser-
vice of a product.

value-decrease schedule
value index

net income produced by one
dollar of research expense on
new products.

value in use

present value of future cash
flows expected to be derived
from the use of an asset at
an appropriate rate that
allows for the risk of the
activities concerned.

variable budget
variable capital

capital that varies as the vol-
ume of production changes.

variable cost
a cost that changes in total

amount proportionately with
the production-level changes.

variable costing
the costing procedures by
which only the variable costs
are applied to the products.

variable cost plus pricing

determination of price by
adding a markup to the varia-
ble cost.
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variable costs percentage

total variable costs divided by
total sales.
variable costs per unit
cost of the variable inputs of
production per unit of output.
variable direct expense
the direct expense that is var-
iable.
variable expense
the expense that varies as

the volume of production
varies.

variable factory overhead
variable overhead

VAT

VAT invoice

an invoice from the seller with
value added tax shown on it.

verification of assets
the work of an auditor in
checking the existence and

the value of the assets of a
business.

vertical balance sheet
vertical working paper
visible balance
voluntary audit

an audit made at the decision
of the management.

voodoo accounting

the accounting that does not
follow principles of conserv-
atism.
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voting stock

a stock the holder of which
has the right to vote.

voucher

a paper for summarizing a
transaction and approving it
for recording and payment.

voucher audit

inspection of vouchers and
comparing them with the
records.

vouching account

an account approved by the
payment vouchers.
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wage audit
wages cost

walk-through test

a procedure whereby the
auditor looks at the support-
ing document for a transa-
ction from its starting point
and then proceeds to exam-
ine the accounting system
steps thereafter until ultimate
disposition of the item.

wall-to-wall inventory

warehouse expense

wastage

wasting asset
wealth account
wear and tear

windfall profit

window dressing

taking steps just before finan-
cial statements are prepared
to make current position ap-
pear better than it is.

window posting
the procedure under which a
cashier who receives the
cash from the customer also

posts the entry directly to the
customer's account.

withdrawal

working account

W
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working capital

the capital in productive use
represented by the amount
by which current assets ex-
ceed current liabilities.

working capital expense
working capital ratio

1-working capital divided by
net sales. 2-current ratio.

working capital turnover rate

working paper
(Fr. = fiches de travail)

1-the memo, analysis, and
other paper prepared by the
accountants and auditors and
used as a basis for the more
formal reports. 2-work sheet.

work-in-process cost

work sheet

a working paper used by an
accountant to bring together
in an orderly manner the
information used in preparing
the financial statements and
adjusting entries.

world accounting
world-wide income
worthless account
write-down
write-off

1-operating loss that can be
reduced from the taxable in-
come of the company. 2-an
adjustment on the books that
reduces the undepreciated
value of a fixed asset.

write-up

1-increase in an asset's book
value not resulting from added
costs. 2-an adjustment of an
asset account to correspond
to an appraisal value.
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year-end adjustment

the process of adjusting the
entry to an account at the
end of a calendar or fiscal
year to properly state it for
financial statement purposes.

year-end audit
the audit performed at the
end of a year.

year-end dividend
a dividend declared by the

board at the end of a fiscal
year.

yearly interest

interest expressed to be paid
yearly.

year of service

a 12-month period in which
an employee has over 1,000
hours of service, or the
equivalent.

year to date
the period beginning January

1st of the current year up
until today's date.

year-to-date amount

Yellow Book

yield
income received by an in-
vestor from a security expre-
ssed as a percentage of the

money invested or of the
current price of the security.
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yield advantage

extra amount of earnings an
investor earns if he buys a
convertible security instead of
the common stock of the
same company.

yield to maturity
yield variance
cost variance caused by the

difference between the actual
and planned output.

YTD
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zero balance account

a checking account with
which checks are written, or
deposits are made and the
net balance is transferred to
a concentration account.

zero balance system

a system where the inven-
tories are counted when the
stock on hand balance drops
to zero.

zero budgeting

expenditure planning on the
basis that no present com-
mitments exist and no
balance is carried forward.

zero proof
proving of the posting of

entries by verifying all the
accounts.

zero rate

y4

AN UGNJRYS]
AnnymgiesipitummegugNsifn{gins
fniesl URARIBN 1WA EA g i msinng]
ALNSU AT 4

[UNgIBBNYE]
UgRNINTENNNAANS TR B H AT
HHEIS]

mituGeimengs)

igsmiBAMWIGYUhSiEumeminsNeam i
msBHuINg Figw e |

fIgElEuANNE

mIvmiuMmER TS EMIRRuETES 1

HMN§JSJA

-360-



10.

11.

12.
13.
14.

15.
16.
17.

18.
19.
20.
21.
22.
23.
24.
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