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Index

A

Accounting estimates, 54, 66
Accounting period, 75, 120
Accounting rules, 47
accrual accounting, 63
cost of goods sold. 64
depreciation, 93
examples, 75
interest, 59
plant, property and equipment, 93
prepaid expenses, 92
profit and loss statement, 73
sale recognition, 48
retained earnings, 101
revenue recognition, 52
taxes, 262-263
timing of cash flows, 75, 82
owners’ equity, 100
Accounting software, 283
Accounts payable, 17, 90
Accounts receivable, 17, 90
Accrual accounting, 52, 273, 274,
276-279
Accumulated depreciation, 120, 130
Acid test, 183
Alexandria, Virginia
Asset activity cash flow, 73, 74
balance sheet, 129

cash flow statement, 129

defined, 44-45

examples, 44
Asset lease payments, 192
Asset Turnover

at Boutique Handbags, 170

defined, 165

formula, 165
Assets

defined, 87, 89
Average asset turnover, 166
Average collection cycle, 162
Average collection period, 162
Average inventory turnover, 165
Average payment cycle, 163
Average payment period, 163

Bad checks, 32
Balance sheet
cash, 124
defined, 87-88
snapshot, 89
Balance sheet at Bonnie’s Beachwear,
103-110
business startup, 103
depreciation, 109
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inventory purchases, 105, 108-109
operating activities, 107, 109-110
owners’ investment, 103
startup capital, 103
Balance sheet at Boutique Handbags,
112-115
accounts receivable, 114
inventory, 114
Balance sheet at Uptown Chiropractic,
115-118
accounts receivable, 115, 117
bank loan, 117
equipment leases, 115
plant, property and equipment,
115
owners’ investment, 117
Banking system, 32
Banks, 287
Beginning cash balance, 124
Bottom line, 62
Business focus, 9
Business knowledge checklist, 293-
294
Business operations checklist, 298
Business plan elements, 290-291
Business strategies, 4, 209

C

Cash, 31-34, 63, 90, 217, 228
defined, 31
reported on balance sheet, 124
startup, 229
Cash accounting, 52, 273, 274, 280-
282
Cash assets, 182
Cash conversion cycle, 214, 215, 216,
217
at Boutique Handbags, 169
by industry, 174-175
defined, 164
formula, 164
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Cash flow activity, 41
Cash flow statement
at Bonnie’s Beachwear, 36-37
cash paid, 37
cash received, 38
defined, 35, 39
examples, 37-39
Cash management, 213
Cash paid, 38
Cash received, 37
Cash without profit, 80
Capacity, 287, 289
Character, 287, 288
Checking accounts, 32
Checks, 32, 63
Chiropractic services, 19
Collateral, 287, 289
Collection period
at Boutique Handbags, 169
by industry, 172-174
defined, 162
formula, 162
Community loan fund, 287
Competitive advantage, 4, 10, 209,
224, 225, 299
Cost of goods sold
at Bonnie’s Beachwear, 52, 63-64
defined, 52
per day, 161, 163
COGS, 52
COS, 52
Cost of services, 53, 54
Credit card, 33, 286
Credit history checklist, 295
Credit report, 288
Credit union, 287
Currency, 31-32
Current assets, 159, 182, 183
defined, 90
Current liabilities, 159, 182, 183
defined, 98
Current market value, 93, 100



Current ratio
at Bonnie’s Beachwear, 185
by industry, 186-187
defined, 181
formula, 182
Customer-centric, 9-10, 208, 210-212,
216, 217, 223
Customer service strategy, 5, 211
defined, 8

Days in inventory, 214
at Boutique Handbags, 169
by industry, 170-172
defined, 160
formula, 161
Days payables outstanding, 163
Days sales outstanding, 162
DDB, 97
Debit card, 32
Debt to equity ratio
at Uptown Chiropractic, 196
by industry, 197-198
defined, 190
formula, 190
Depreciable life (see useful life)
Depreciation
accelerated, 264
at Bonnie’s Beachwear, 67
balance sheet, 130
concept, 57
example, 74, 94-95
noncash expense, 57
profit and loss statement,
120-121
section 179, 265
taxes, 263-264
useful life, 96-97, 264
Double declining balance, 97

INDEX

Earnings before interest and taxes, 59
Earnings before taxes, 60
EBIT, 59
EBT, 60
Efficiency ratios, 213
defined, 160
Electronic funds, 32, 63
Ending cash balance, 124
Entrepreneurship, 221

F

Family members, 286
Fifth Avenue, 3-4, 8
Finance Without Fear Business
Forecasting Workbook, 228, 243,
291, 301
Financial return, 229-230
Financial projections, 225, 300
Financial projections checklist, 296
Financial statements, 11-12
Financing activity cash flow, 73, 74
balance sheet, 128
defined, 45
examples, 45
Fiscal year, 271-273
Fixed assets, 93
Fixed payment coverage ratio
at Uptown Chiropractic, 196
by industry, 197-198
defined, 192
formula, 192
Float, 32
Fortune 500, 158
Friends, 287
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General and administrative expenses
at Bonnie’s Beachwear, 66
defined, 56
equipment leases, 56
salaries, 56
rent, 56
utilities, 56

Gross margin, 15, 16, 25, 211, 216
at Bonnie’s Beachwear, 137
by industry, 139-141, 150-151
defined, 136
formula, 136

Gross margin percentage, 137

Gross markup, 137

Gross profit, 136
defined, 54

Gross profit margin percentage, 137

Growth rates
at Bonnie’s Beachwear, 200-206
comparing alternatives, 206-208
defined, 199
formula, 200

Growth strategies, 215-217

G&A, 57

Historical cost, 93, 100
Home equity, 286

Income, 47
Income from operations, 59
Income statement, 49
Income tax payments, 263
Income tax rate

federal, 261

state, 261

Hsns

Income taxes, 61, 261-266
Innovation and design strategy, 5, 211
defined, 5
Insurance company reimbursement,
21, 196, 255
Insurance forms, 20
Insurance policies, 92
Insurance premiums, 92
Interest coverage ratio
at Uptown Chiropractic, 196
by industry, 197-198
defined, 191
formula, 191
Interest payments, 191, 192
Interest rate, 289
Inventory, 183, 216
at Bonnie’s Beachwear, 233-238
defined, 90
Inventory conversion cycle, 161
Inventory turnover, 216, 217
at Boutique Handbags, 169
by industry, 170-172
defined, 164
formula, 164
IRS, 33, 96, 262, 264. 265

J

Japanese automakers, 164, 214
Just-in-time inventory, 164, 214

L

Lease, 21, 191, 192
Lending institution, 287
Leverage Ratios

defined, 189
Liabilities, 190

defined, 87, 98
Liquid assets, 91
Liquidity Ratios



defined, 181
Loan principal, 99
Long-term assets, 93

MACRS, 97

Margin trends, 151-153

Meals and entertainment expenses,
262

Medicare taxes, 266-268

Miami, 23, 63

Modified accelerated cost recovery
system, 97

Net income, 62
Net loss, 50
Net margin
at Bonnie’s Beachwear, 147
by industry, 149-151
defined, 146
formula, 146
Net margin percentage, 147
Net profit, 49, 216
defined, 61, 73
operation of business, 74
tie to balance sheet, 120
Net profit margin, 147
Net profit margin percentage, 147
New York, 3-4
Noncash expense, 57

Nonoperating income and expense, 50

One-time expenses, 50

Operating activities, 119-120

Operating cash flow, 73
defined, 43

INDEX

examples, 43
Operating expenses, 50, 211, 217
general and administrative, 56
research and development, 56
selling expenses, 56
Operating expenses at Bonnie’s
Beachwear
accounting, payroll and legal
services, 26, 65
advertising, 26, 65
rent, 26, 65
sales staff, 26, 65
utilities, 26, 65
Operating expenses at Boutique
Handbags
accounting, payroll and legal
services, 16
bookkeeper, 16
rent, 16
travel, 16
utilities, 16
Operating expenses at Uptown
Chiropractic
accounting, payroll, and legal
services, 21
billing specialist, 21
bookkeeper, 21
equipment lease, 21, 246
rent, 21, 246
salaries, 246
utilities, 21, 246
Operating income, 59
Operating margin
at Bonnie’s Beachwear, 143
by industry, 144-146, 150-151
defined, 142
formula, 142
Operating margin percentage, 143
Operating profit, 191, 192, 216
defined, 58
Operating profit margin, 143
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Operating profit margin percentage,
143
Operating statement, 49
Operational-centric, 11, 211-212, 216,
217, 223, 225
Operations strategy, 5, 210
defined, 6
Other assets, 93
Outside investor, 298-301
Outstanding balance, 99
Owners’ equity, 190
defined, 87, 99-100
Owners’ investment, 229
defined, 100

P

Passionate, 222
Payment period
at Boutique Handbags, 169
by industry, 172-174
defined, 163
formula, 163
PayPal, 33
Payroll expenses, 98
Payroll taxes, 266-268
Peachtree software, 283
Personal funds, 286
Plant, property and equipment
accumulated depreciation, 120
defined, 92
depreciation expense, 130
Porter, Michael, 4
Prepaid expenses, 92
Principal amount
(see Loan Principal)
Producing efficiently, 9
Product sales at Boutique Handbags,
15
Projected cash flow
at Bonnie’s Beachwear, 233, 235,
238, 240
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Projected inventory and sales volume
at Bonnie’s Beachwear, 235, 237
Profit and loss at Bonnie’s
Beachwear, 63-71
gross profit, 65
income taxes, 69
interest, 68
net profit, 70
operating expenses, 65-66
operating profit, 67
profit before taxes, 68
sales activities, 63-64
Profit and loss statement
defined, 47, 49
Profit before taxes
defined, 59
Profit without cash, 76
Profitability Ratios, 135
Profits, 47, 49-50
Providing value, 9
P&L statement, 49

0

Quick ratio
at Bonnie’s Beachwear, 185
by industry, 186-187
defined, 182
formula, 183

QuickBooks, 283

Raw materials, 90
Receivables, 17
Research and development expenses
defined, 56
Retained earnings
cumulative profits, 101
defined, 100
dividends, 100
profit and loss statement, 120



Retirement funds, 286
Return on assets
by industry, 154-155
defined, 153
formula, 153
Return on equity
by industry, 156-157
defined, 155
formula, 155
Revenue, 136
defined, 51
per day, 162
recognition, 52
Revenue and expense statement, 49
ROA, 154
ROE, 156
Rules of Accounting
(see Accounting rules)
R&D expense, 57

S

Sales, 51
Sales activities, 50
defined, 51
Sales and marketing strategy, 5, 211
defined, 7
Sales tax, 268-269
Savings accounts, 286
Scribner’s bookstore, 3
SEC, 158
Section 179 depreciation, 97, 265
Securities and Exchange
Commission, 158
Selling expenses
advertising, 56
at Bonnie’s Beachwear, 66
defined, 56
marketing, 56
SGA expense, 57
Short term assets, 91
Social Security Administration, 266

INDEX

Social Security taxes, 266-268
South Beach, 23, 63
SOYD, 97
Startup capital, 239, 285
Startup expenses, 241-243
Startup expenses at Bonnie’s
Beachwear
cash registers, 25, 232
computers, 25, 232
fitting rooms, 25, 232
merchandise displays, 25 ,
232
software, 25, 232
Startup expenses at Boutique
Handbags
computers, 17
machinery, 17
software, 17
Startup expenses at Uptown
Chiropractic
computers, 21
furniture, 21
software, 21
Statement of assets and liabilities, 89
Statement of earnings, 49
Statement of operations, 49
Straight-line depreciation, 96
Strengths, 223-224
Sum of the year’s digits, 97

T

Three C’s of credit, 287
Timing of cash flows, 75, 82
Travel expenses, 262

Useful life
taxes, 264
defined, 96-97
U.S. Census Bureau, 157
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vV W

Variable expense, 53 Weaknesses, 223-224
Venture capitalist, 298-301 Work in process, 90
Working capital, 46, 213, 215, 216
at Bonnie’s Beachwear, 239
at Boutique Handbags, 169
at Uptown Chiropractic, 196, 251
defined, 159
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