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The Accountants in Your Life

Securities Exchange Commission

Audit Committee Members

CFO

Controller

Internal Audit

Independent Auditors

Consultants (M&A deals, forensic audits)

Business Partners
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Accounting Events in Your Life

SEC Filings

Annual report to

Stockholders

M&A Transactions

Contracts w/ Gov’t

FAR’s

Municipal contracts

Strategic Planning

Raising capital

Borrowing

Leases

Capital Spending

Depreciation

Amortization

Budgets & Forecasts

Accruals

Reserves

Write offs
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What should Financials Tell You?

Liquidity and Solvency
Measure capacity to pay bills and claims

Credit Risk or Leverage
Should we provide loans ?

Profitability

Operations or Asset Management
Do they manage AR, Inventory, effectively?
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Basic Financial Statements

Balance Sheet

Statement of Income

Statements of Cash Flow

Notes to Financial Statements

MD&A

Interim Financials
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Rules and Rule Makers

GAAP

GAAS

FASB

PCAOB

AICPA

SEC

Regulation SK

Regulation SX

CorpFin

IRS

NBA
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Be familiar with . . .

Audited vs. Unaudited

Cash vs. Accrual Methods

Review vs. Audit

Opinion Letters

Contingent Liabilities

Deferred Revenues /Accrued Expenses
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Be familiar with . . .cont’d

Recognition of Revenue/Expense (Peregrine

Systems)

Order Receipt vs. Sale

Capitalize vs. Expense (World Com)

ISO’s and Non-Statutory Options

COGS
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Important Ratios to Know . . .

Return on Investment/Assets

Earnings Per Share

EBITDA

Inventory Turnover Days

AR Turnover Days

Operating Margin%

Pro Forma Ratios

What’s important to your industry?
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More about ratios

www.toolkit.cch.com/text/P06_7000.asp

www.onlinewbc.gov/docs/finance/fs_ratio1.

html

http://edwardlowe.org (Entrepreneur Resource Center)

http://cpaclass.com/fsa/ratio-01a.htm
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Pop Quiz
1. Where do stock options appear on

the books?

2. Why is high inventory level a red
flag?

3. How can you move debt off the
balance sheet without paying for it?

4. What is channel stuffing?

5. What’s wrong with related party
transactions? TYCO

6. What is the general ledger?

7. What is the ACFE?

8. What is “burn rate”?
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Tips for the Novice

Learn industry hot spots and conventions
– Software Industry – Percentage of Completion and Revenue

Recognition (Computer Associates)

– Internet Advertising – Unique Visitors

– Consumer Products – Inventory Buybacks

– Retailers - Same store sales increases

– Energy – Oil/Gas reserves (Royal Dutch Shell)

In house counsel role is closer to the Outside
Auditor than the CFO

Review Financial Policies and Controls

Find a friendly accountant who speaks your
language
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More information . . .

SEC
www.sec.gov/investor/pubs/begfinstmtguide.htm

ACC Infopaks

FASB

ACFE www.acfe.net

Barron’s Dictionary of Finance

and Investment Terms
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