Shaping Smart Business Arrangements

Glossary Of Business Terms

A

accounting.  The process of measuring, interpreting, evaluating, and communicating financial information for the purpose of financial control and effective decision making.
accounting equation.  A basic accounting concept .The total (all) assets of the business equals its liabilities plus owners’ equity. 
accounts payable (AP). Amounts companies owe suppliers and vendors for goods and services.  Accounts payable amounts are usually considered current liabilities and are shown in the “Current Liabilities” section of the Balance Sheet.  
accounting process.  Method of converting individual transactions to financial statements.

accounts receivable (AR). Amounts customers owe the business.   An accounts receivable arises from the sale of goods or services on credit.   The business expects to collect these amounts within one year. Accounts receivables are listed in the current assets section on the Balance Sheet.   Other types of “receivables” include employee receivables, and long-term receivables.    Employee receivables usually are payroll advances.   Long term receivables invoices or amounts due form customers that are not going to be paid within the 12 months or one operating cycle.   Long term receivables are shown below the “current assets” part on the balance sheet.
acid ratio.  A ratio measuring the ability of a firm to meet its current debt on short notice.  It’s calculated by dividing the current assets minus inventory by current liabilities.  It’s also called quick ratio.

ACO.  Administrative Contracting Officer.   This term is used in government contracting.
activity based costing.  An accounting process that measures the costs of objects, such as products, services, and customers.  Activity-based costing (ABC) first assigns resource costs to the activities performed by the organization.  Then those “activity costs” are assigned Ito the products, customers, and services that benefit from or are creating the demand for the activities.

activity ratio.  A category of ratios measuring the effectiveness of the firm’s use of its assets.  Examples of activity ratios are inventory turnover, days sales outstanding, asset turnover.   Each of those ratios measures how quickly the asset is used up in the process of generating revenues and profits.
actual cost.  Amounts determined on the basis of costs incurred, as distinguished from forecasted costs.   Standard costs can be considered actual costs if the standard costs have been adjusted for variances.
administrative change.  A unilateral contract change, in writing, that does not affect the substantive rights of the parties (e.g., a change in the paying office of the appropriation data).

Administrative Contracting Officer (ACO).  A contracting officer who is administering federal government contracts

advertising.  A form of promotion in which a business attempts to persuade someone to buy their products or services.
allocate.  To assign an item of cost or a group of items of cost, to one or more cost objectives.  This term includes both direct assignment of cost and the reassignment of a share from an indirect cost pool.

allowable cost.  Sometimes companies that sell to the Federal Government have to identify their costs are allowable or unallowable.   An allowable cost is a cost that a company can include in a proposal for Federal Government work, in an invoice or final claim for work done on a contract with the Federal Government.  Not all contracts with or purchases made by the Federal Government require a company to identify their allowable costs.
American Stock Exchange.  The second largest exchange in the United States.

amortization. The gradual decrease in value of certain types of capital assets.  The term amortization is usually used with the intangible assets.
analyst.  An analyst can be an employee of a brokerage or fund management house who studies companies and makes buy and sell recommendations on their stocks.  Most specialize in a specific industry.  The term can also be used to refer to an employee in a company who could do financial or other types of analysis for the company.
annual report. A report a company publishes for its stockholders at the

end of each fiscal year. The report includes required elements such as an

auditors' report and the company's balance sheet, income statement, and statement of cash flows. The report also includes elements such as letters and articles by the company's executives, information on its financial condition, and significant events.

assets. Anything owned by an company that has a monetary value. Assets can be physical assets such as buildings, trucks, inventories of products, equipment, and cash or intangible assets such as goodwill, trademarks, and patents.   The types and values of a business’s assets are listed on a company’s balance sheet.
audit. An independent inspection of accounts, according to set principles, by accountants who are qualified auditors.

auditor. A firm of certified public accountants a business hires as an

independent third party to review its financial information. The auditor's

main purpose is to make sure the income statement, balance sheet, and statement of cash flows fairly present the company's financial condition, and that they comply with GAAP.

auditors' opinion. A summary of the findings of a firm of certified public

accountants that audits, or examines, a company's financial statements.

This report is included in the company's annual report. Also called

auditors' report and report of independent accountants.

auditors' report. A summary of the findings of a firm of certified public

accountants that audits, or examines, a company's financial statements.

This report is included in the company's annual report. Also called

auditors' opinion and report of independent accountants.

B

backlog. The amount of a company's unfilled orders at the end of the year.

When the company fills the orders the following year, it records the

revenue on the statement of earnings. Frequently, a company will give its

perspective on backlog in the management discussion section in the annual

report.

balance sheet. A financial statement that reports a company's assets and

the claims against them — liabilities and stockholders' equity — at a set

date noted on the statement. Also called Statement of Financial Position.

Bankruptcy.  A provision of Federal Law whereby a debtor surrenders his assets to the bankruptcy court and is relieved of the future obligation to repay his unsecured debts.  A trustee in bankruptcy administers the assets, selling them to pay as much of the debts as possible.  If you seller is in bankruptcy, the trustee in the bankruptcy owns the property and is the party to sign the contract and make decisions.  After bankruptcy, the debtor is discharged and his unsecured cr3dtiors may not pursue further collection efforts against him.  Secured creditors, those holding deeds of trust of judgment liens continue to be secured by the property but they may not take other action to collect from the debtor.

bear.  An investor who believes that stock prices are going to fall.

billing rate.  An indirect cost rate (a) established temporarily for interim reimbursement of incurred indirect costs and (b) adjusted as necessary pending establishment of final indirect cost rates.

Blue-chip stocks.  Stocks of large, high-quality companies with a proven track record.

board of directors.  People elected by the stockholders of a corporation.   They are the governing authority for that corporation setting overall policy, authorizing major transactions involving the corporation, and hiring the chief executive officer (CEO).

bond. A form of debt sold by a corporation.  A bond usually has a face-value of $1,000 or a multiple of $1,000 ($5,000, $10,000, $100,000).   When a corporation sells its corporate bonds, it promises to pay back the face-value of the bonds plus interest.   The interest rate is a fixed amount usually stated on the face of the bond itself.  How often (when) the interest is paid is also fixed and stated somewhere on the bonds.  The date when the bond principal (face-value) is due to be paid back is also stated on the bond.  Federal, state, and local governments also sell bonds to raise cash.
book value. The value of an asset, a liability, or a stockholders' equity account. For a fixed asset, it is typically the cost of the asset minus accumulated depreciation. As companies continue to use fixed assets to generate revenue, the book values lessen, and sometimes ultimately reach zero. See also depreciation.  “Book value” can also refer to the overall value of a company.  In that instance, the book value is calculated by subtracting the value of the company’s liabilities (per the accounting records) form the company’s assets (also, per the accounting records).
break-even point.  A concept used in fixed and variable costing.  It’s the point at which a company’s fixed and variable costs equal its revenues.   Break-even point is a very important tool used in developing prices.  
budget.  A financial plan that specifies revenues, expenses, cash flows, capital expenditures, etc.  for a given time period.   A budget is an internal management tool a company uses to forecast its financial position.
Bull.  An investor who believes that stock prices are going to rise.

C

CAO.  Contract Administration Office.

callable bond.   This is a type of bond that can be repurchased by the issuer at any time.  Usually in the bond agreement, the terms of recall are stated.

capital budget.  The management document that authorizes spending for resources, such as plant and equipment, that will have multiyear useful lifetimes.
capital budgeting.   A method for evaluating, comparing, and selecting projects to achieve the best long-term financial return for the business.

capital expenditures.  Long-term expenditures that are amortized over a period of time as determined by Generally Accepted Accounting principles (GAAP), Financial Accounting Standards Board (FASB), and Internal Revenue Service (IRA) regulations.
CAS.  Cost Accounting Standards.

CASB.  Cost Accounting Standards Board.

cash.  Currency and checks on hand and deposits in banks. Listed in the current assets section on the statement of financial position. See also cash equivalents.

cash equivalents. Short-term, temporary securities that can be quickly and easily converted to cash. Listed in the current assets section on the statement of financial position. See also cash.

CEO.  Chief executive officer.

Certified public account (CPA).  A public accountant who has met state certification requirements of education and job experience and has passed a comprehensive examination.
CIM.  Computer-Integrated Manufacturing.

CFO.  Chief financial officer.
Clayton Act.  A federal law that prohibits tying agreements, interlocking directorates, and certain anticompetitive stock acquisitions.
common stock.  Securities that represent equity ownership in a company.  Common stock let an investor vote on such matters as the election of directors.  They also give the holder a share in a company’s profits via dividend payments or the capital appreciation of the security.

CICA.  Competition in Contracting Act.

Computer-integrated manufacturing (CIM).  A manufacturing system that automates all of the factory functions and links them with company headquarters.

consolidated statements. Financial statements of a company that presents the financial information of all its holdings as one company.

contribution margin.  This is a term used in fixed and variable costing.   It’s calclulated by subtracting the variable cost from the price.  
Corporate officers.  Individuals legally empowered to represent the corporation and to bind it to contracts.

corporation.  A legal organization whose assets and liabilities are separate from those of its owner(s).  It can be formed only with the approval of the appropriate state agency.  Shares of stock represent ownership in a corporation.
Cost Accounting Standards.  The cost accounting standards promulgated by the Cost Accounting Standards Board that are incorporated into law.

Cost Accounting Standards Board (CASB).  The federal governmental body set up to establish methods of accounting for costs by government contractors.

cost centers.  Responsibility centers whose manager and other employees control costs but not revenues or investments.

cost input.  The cost, except general and administrative (G&A) expenses, which for contract costing purposes is allocable to the production of goods and services during a cost accounting period.

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

cost of capital.  The return that the organization must earn on its investments in order to meet its investors’ return requirements.  This is the interest rate that organizations use in their time value of money, discounting, or compounding calculations.

cost realism.  The costs in an offeror’s proposal are realistic for the work to be performed, reflect a clear understanding of the requirements, and are consistent with the various elements of the offeror’s technical proposal.

cost variances.  Differences between actual and standard costs.

CPA.  Certified Public Accountant.

CPSR.  Contractor purchasing system review.

current assets. Assets a company can convert to cash within one year.  Examples are accounts receivable and inventories of products to sell.  Listed on the asset-side of the balance sheet at the top.   Also see accounts receivable, assets, fixed assets.

current liabilities. Obligations a company has to others, such as creditors, suppliers, and tax authorities, payable within one year. Listed in the liabilities category on the statement of financial position. See also accounts payable, debt, income taxes.

current ratio.  A ratio that’s used to measure the ability of a business to meet its current debt on short notice.  It’s calculated by dividing quick assets (cash, accounts receivable, inventory) by total current liabilities.  
customary contract financing.  Financing deemed by an agency to be available for routine use by contracting officers.  Most customary contract financing arrangement should be usable by contracting officers without specific reviews of approvals by higher management.

D

DCAA. Defense Contract Audit Agency.
DCMA.  Defense Contract Management Agency.

debt. Money a business has borrowed and must repay, frequently with interest. Listed in the liabilities category on the balance sheet
Defense Contract Audit Agency. DCAA.

Defense Contract Management Agency.  DCMA.

Defense Industrial Base.  

depreciation.  The cost (Income Statement related) or allowance (Balance Sheet related)  for wear or age made to the value of a fixed asset.  Depreciation is used to allocate an capital (fixed) asset cost over its estimated useful life. Listed in the assets category on the Statement of Financial Position. See also book value.

direct cost.  Any cost that can be identified specifically with a particular final cost objective.

directly associated costs.  Any cost which is generated solely as a result of the incurrance of another cost, and which would not have been incurred had the other cost not been incurred.

directors’ and officer’s liability insurance.  Coverage of the costs of lawsuits against board members and senior corporate executives arising out of their actions.

dividends. Cash or stock payments from a company's profits distributed to stockholders, an equal amount for each share of stock owned. Listed as dividends on the statement of stockholders' equity.

durable goods.  Goods that do not wear out quickly.

E

earnings per share (EPS). The portion of a company's profit assigned to each share of stock. For example, if the profit is $1 million and 500,000 shares are outstanding, the earnings per share would be $2 ($1 million ÷ 500,000 shares = $2). Listed in the per-share of common stock amounts category on the statement of earnings.

earnings report. A financial statement that reports the results of a company's business operations (revenue and expenses) for a set period, usually one year. Also called an income statement, statement of earnings, statement of operations, and statement of profit and loss.

EBIT.  Earnings Before Interest and Taxes.

economic order quantity (EOQ).  An inventory-ordering model that balances order and carrying costs and reduces the likelihood of running out of inventory.

entrepreneur.  Risk taker in the private enterprise systems.  A person who seeks profitable opportunity and takes the necessary risks to set up and operate a business.

EOQ.  Economic order quantity.

equity. The part of a company's assets that belongs to the stockholders. In other words, the amount that would remain if a company sold all of its assets and paid off all of its liabilities. Listed as stockholders' equity on the statement of financial position and on the statement of stockholders' equity.  It can be considered an claim against the asset of a business.  

expenses. Costs such as salaries, rent, office supplies, advertising, and taxes. Listed in the operating expenses category on the statement of earnings.

express contract.  One in which the parties make oral or written promises.

express warranty.  A guarantee offered orally or in writing.

expressly unallowable costs.  A particular item or type of cost which, under the express provisions of an applicable law, regulations, or contract is specifically named and stated to be unallowable.

F

Fabrication.  Combing materials or parts in order to form or assemble them into a finished product.

facilities capital.  Net book value of tangible capital assets and of those intangible capital assets that are subject o amortization.

family brand.  A brand used with all of the products a firm sells.

fast freight.  The rapid conveyance of perishable goods by train.

FAR.  Federal Acquisition Regulation
Federal Trade Commission Act.  A federal law that prohibits unfair trade practices and established the Federal Trade Commission.

FIFO.  An inventory valuation system under which the first goods produced or acquired are considered the first one sold, i.e. first in, first out.

final cost object.  A cost objective that has allocated to it both direct and indirect costs and, in the contractor’s accumulation system, in one of the final accumulation points.

final indirect cost rates. Indirect cost rates established and agreed upon by the Government and the contractor as not subject to change; usually established after the close of the contractor’s fiscal year to which it applies.

financial accounting.  The process of producing financial statements for external useres—people outside the organization, such as shareholders, creditors, and governmental authorities.  This process is heavily constrained by standard setting, regulatory, and tax authorities and the auditing requirements of independent accountants (contrast with management accounting).

Financial Accounting Standards Board (FASB). An association of accounting

professionals that decides, maintains, and communicates generally accepted

accounting principles (GAAP).

fiscal year.  The accounting period for which annual financial statements are regularly prepared, generally a period 12 months, 52 weeks, or 53 weeks.

fixed assets. Anything companies use for more than one year to

manufacture, display, store, and transport products. Often called

"Property, plant, and equipment" because that's what fixed assets usually

are. Listed after current assets in the assets category on the statement

of financial position. See also assets, noncurrent assets.

fixed costs.  Costs that independent of the level of production (or sales).

Flexible manufacturing system (FMS). A manufacturing system in which computer-controlled machining centers produce complicated parts at high speed.

footnotes. An annual report section that provides information essential to

fully understanding the financial statements. Notes explain the financial

statements' numbers and any significant events affecting them. Notes also

provide additional detail and provide supplementary financial information.

Also called notes.

Form 10-K. A financial report the SEC requires companies to submit yearly.

This audited form contains more detailed information than the financial

statements in the annual report.

Form 10-Q. A financial report the SEC requires companies to submit

quarterly. This unaudited form includes briefer, less detailed financial

statements than those in the annual report.

forward pricing rate agreement.  A written agreement between the government and a contractor regarding certain rates and factors to be used during a specified period for pricing contracts or contract modifications.  Such rates and factors represent reasonable projects of specific costs that are not easily estimated for, identified with, or generated by, a specific contract, contract end time, or task.  These projections may include rates for labor, indirect costs, material obsolescence and usage, spare parts provisioning, and material handling.
forward pricing rate recommendation.  A rate set unilaterally by the administrative contracting officer for use by the Government in negotiations or other contract actions when forward pricing rate agreement negotiations have not been completed or when the contractor will not agree to a forward pricing rate agreement.

FPRA.  Forward pricing rate agreement.

FPRR.  Forward pricing rate recommendation.

franchise.  A business agreement that sets the methods a dealer can use to produce and market a supplier’s good or service.  A franchisee is the person or business allowed to sell a good or service of a supplier.  

FTC.  Federal Trade Commission established by the Federal Trade Commission Act.

full cost.  Sum of all costs (direct material, direct labor, other direct, and support) assigned to a product.

full absorption costing. A system of accounting for costs in which both fixed and variable manufacturing costs are considered product costs.

full and open competition.  When used with respect of a federal government contract action, means that all responsible sources are permitted to compete.

future value (FV).  The amount to which an amount invested today will increase over a stated number of period at a stated periodic rate of return; the ending value of an investment n periods from now at a sated rate of interest.

G

GAAP.  Generally accepted accounting principles.

GAAS.  Generally accepted auditing standards.
GATT.  General Agreement on Tariffs and Trade.

generally accepted accounting principles (GAAP). A set of rules and

financial reporting guidelines companies must follow to prepare and

present the financial information on the statements. See also Financial

Accounting Standards Board (FASB).

General Agreement on Tariffs and Trade (GATT).  An international agreement and organization designed to eliminate tariff barriers to worldwide trade.

general and administrative (G&A) expense. Any management, financial, and other expense which is incurred by or allocated to a business unit and which is for the general management and administration of the business unit as a whole; does not include those management expenses whose beneficial or causal relationship to cost objectives can be more directly measured by a base other than a cost input base representing the total activity of a business unit during a cost accounting period.

general partner.  A partner who is active in the operation of a business and has unlimited liability.

GFE.  Government furnished property

goodwill. An intangible asset that adds value to the worth of a company;

for example, the reputation of its products, services, or personnel.

Listed in the assets category (sometimes as "Investments and sundry

assets") on the statement of financial position. See also asset,

intangible assets, noncurrent assets.

government furnished property.  Property in the possession of or directly acquired by the Government and subsequently made available to the contractor.

gross domestic product.  The sum of all goods and services produced within a nation’s boundaries.

gross income. The difference between a company's total sales and its cost of sales. Listed as a category on the statement of earnings. Also called gross profit.

gross profit. The difference between a company's total sales and its cost of sales. Listed as a category on the statement of earnings. Also called gross income.

H

home office.  An office responsible for directing or managing two or more, but not necessarily all, segments of an organization.  It typically establishes policy for, and provides guidance to, the segments in their operations.

hurdle rate.  The discount rate required by a company before it will invest in a project.

I

IFB.  Invitation for Bid

implied contract.  One created by the actions of one or more parties.
implied warranty.  A guarantee that automatically accompanies the sale of a product.
income statement. A financial statement that reports the results of a company's business operations (revenue and expenses) for a set period, usually one year. Also called an earnings report, statement of earnings, statement of operations, and statement of profit and loss.

income taxes. Fees placed by federal, state, local, and foreign governments on a company's earnings. Listed on the statement of earnings.

Independent Research & Development (IR&D).  Costs of efforts which are neither sponsored by a grant, nor required in performing a contract, and which falls within any of the following four areas: (a) basic research, (b) applied research, (c) development, and (d) systems and other concept formulation studies.
 

indirect cost.  Any cost not directly identified with a single, final cost objective, but  identified with two or more final cost objectives or an intermediate cost objective.

inside directors.  Directors who are employees of the firm.  For “public”
Institutional advertising.  Advertising designed to create goodwill and build a desired company image.

Institutional investors.  Organizations that bu6 securities with their own funds or with funds held in trust for others.

intangible assets. Anything nonphysical, such as goodwill, trademarks, and patents, that have value for a company. Listed in the assets category (sometimes as "Investments and sundry assets") on the statement of financial position. See also asset, fixed assets, goodwill.

interested party.  For purposes of filing a protest, means an actual or prospective offeror whose direct economic interest would be affected by the award of a contract or by the failure to award a contract.

interlocking directorate.  An arrangement in which a majority of the board of directors of two or more competing corporations with assets in excess of $1 million are the same people.

Internal auditor.  In-house accountant who ch3cks the accuracy of the organization’s records and accounting methods.

internal rate of return.  The rate of interest earned on an investment when inflows equals outflows 

inventories. All goods and materials available for sale (in the case of wholesalers, retailers, and distributors) or raw materials and supplies  work in process, and finished goods (in the case of manufacturers). Listed in the current assets section on the statement of financial position.

investments. A company's equity ownership in unconsolidated subsidiaries

and affiliates. Listed in the category of assets (for example,

"Investments and sundry assets") on the statement of financial position.

investor relations. The division of a company that answers stockholders'

questions and sends them regular updates about the company's performance.

IR&D.  Independent Research & Development.

IRR.  Internal Rate of Return.

ISO 9000.  International quality standards developed by the International Organization for Standardization (ISO).

J

JIT Inventory.  Just-in-time inventory.

job cost.  An accounting system that traces costs to individual units for output or specific contracts, batches of goods, or jobs.

joint venture.  A partnership formed for a specific undertaking.  Two or more companies pool their resources to create, produce and market a product; when viewed as a partnership, it usually temporary and created for the purpose of carrying out a single business project.

Just-in-time inventory.  A system of receiving inventory just before it is needed in the product process.
L

leverage. A company's use of debt, instead of its equity, to support its

assets and grow; the use of borrowed funds to increase the return on equity.

liabilities.  An amount owed at a set time, often split into short-term (less than one year) and long-term (more than one year).  

Usually a liability represents a creditor’s claim on a business’s assets.  Liabilities can be the company's debts to a lender, a supplier of goods and services, a tax authority, a landlord, and others.  They are a separate category on the right side of the Income statement.

license.  A legal agreement in which one firm gives another the right to manufacture and sell its product in return for paying a royalty.

LIFO.  Last in, First Out Inventory valuation Method where the lad goods produced or acquired are considered the first ones sold.

limited partner.  A partner whose liability is limited to his or her investment in the business.

liquid asset. An asset that can be quickly converted into cash. Examples include cash and marketable securities. See also cash equivalents.

liquidation.  The sale of all assets to meet outstanding debts.

liquidity.  The ease with which an asset can be converted into cash.

long-term debt. Debt a company will repay after one year. Listed in the liabilities section on the income statement.

loss leader.  A product that is priced below cost to attract people into a store.

M

management accounting.  The process of producing financial and operating information for organizational employees and managers.  The process should be driven by the informational needs of individuals internal to the organization and should guide their operating and investment decision.

manufacturing costs.  All the of transforming raw materials into finished products, classified as direct and indirect costs.

manufacturing cycle.  The cycle in which costs are incurred in the production of a product.

manufacturing cycle efficiency (MCE).  Method of assessing process efficiency based on the relationship between actual processing time and total cycle time.

manufacturing support costs.  Indirect cost of transforming raw materials into finished product; indirect manufacturing costs.

market research.  Collecting, and analyzing information about capabilities within the market to satisfy agency needs.

market value. The amount two unrelated parties agree one of them will pay for something the other has. Also, the value of a company determined by multiplying the total number of outstanding shares by the market price per share. For example, if a company has 4,000,000 shares of stock outstanding and the current price per share is $50, the company's market value is 4,000,000 x $50 or $200 million.

marketable securities. Financial assets, such as stocks and bonds, that companies can convert to cash. Listed as assets on the statement of financial position.

merger.  Two or more firms that combine for form one company.

monopolistic competition.  A market situation where firms are able to differentiate their products from those of competitors.  There are many firms, each producing only a small share of the total output demanded.

monopoly.  A market situation in which there are no competitors.

N

net earnings. A company's total revenue less total expenses, showing what a company earned (or if lost, called net loss) for a set period, usually one year. Listed often literally as the "bottom line" on the statement of earnings. Also called net income and net profit.

net income. A company's total revenue less total expenses, showing what a company earned (or lost, called net loss) for a set period, usually one year. Listed often literally as the "bottom line" on the statement of earnings. Also called net earnings and net profit.

net present value.  The sum of the present values of all the cash inflows and cash outflows associated with a project; also known as residual income and economic income.

net profit. A company's total revenue less total expenses, showing what a company earned (or lost, called net loss) for a set period, usually one year. Listed often literally as the "bottom line" on the statement of earnings. Also called net earnings and net income.

net sales. A company's total sales less returned merchandise and discounts. Listed on the statement of earnings.

net worth. The amount of a company's stockholders' equity. Listed as total stockholders' equity on the statement of financial position.

New York Stock Exchange.  The largest and best-known exchange in the United States.

noncurrent assets. Anything of long-term value to a company, including fixed assets and intangible assets. Listed in the assets category (after current assets) on the statement of financial position. See also fixed assets, goodwill, intangible assets.

nonpersonal services contract.  Contract under which the personnel rendering the services are not subject to the supervision and control usually prevailing in relationships between the Government and its employees.

notes. An annual report section that provides information essential to fully understanding the financial statements. Notes explain the financial statements' numbers and any significant events affecting them. Notes also provide additional detail and provide supplementary financial information.  Also called footnotes.

notes receivable.   These are amounts due to the business.   They can occur when the business loans another business money (or loans even an individual money).  Sometimes, an accounts receivable is converted to a note receivable.   A note receivable may or may not have a due date and an interest rate.   If it doesn’t have one or the other or both, the company has to make some assumptions for financial reporting purposes.  If the note is due in 12 months or less, it is reported in the Current Assets portion of the balance sheet.

O

OFPP.  Office of Federal Procurement Policy.

oligopoly.  A market in which there are few sellers. 

operating expenses. Costs related to a company's operations. Examples are salaries, advertising, sales commissions, travel, and entertainment.  Listed as a category on the statement of earnings.

operating income (or loss). Operating Income is shown on the Income Statement.   It is calculated by subtracting Cost of Goods Sold and Operating Expenses from the Sales (or revenues) on the Inome Statement.   
Opportunity costs.  The amount of lost profit when the opportunity afforded by one alternative is sacrificed to pursue another alternative.

OTC.  Over-the-Counter Market.  A marketplace for unlisted securities that trade outside the organized securities exchanges such as the New York and American.

overhead expenses.  

owners’ equity.  The investment in the business made by owners of the firm and retained earnings that were not paid out in dividends, i.e., the owners’ claim on the assets of a business.

P

payback period.  The number of periods required to recover a project’s initial investment.
partnership.  An association of two or more persons who operate a business as a co-owners by voluntary legal agreement.  It is the traditional form of ownership for professionals offering a service such as physicians and lawyers.
Patent.  A federal government grant of exclusive control over and use of a discovery or a new product or process for 17 years.

preaward survey.  An evaluation by a surveying activity of a prospective contractor’s capability to perform a proposed contract. 

preferred stock.  Stock that provides preferential treatment in the payment of dividends and the distribution of assets.

performance-based contracting.  Structuring all aspects of an acquisition around the purpose of the work to be performed as opposed to either the manner by which the work is to be performed or broad and imprecise statements of work.
personal services contract.  A contract that, by its express terms or as administered, makes the contractor personnel appear, in effect, Government employees.

present value (PV).  The future cash flow’s value at time zero; the value at the current moment in time of an amount of be received n periods from now and given a rate of interest.
price earnings ratio (P/E ratio). A ratio used to evaluate the relationship between a company's price per share and the earnings per share (EPS). For example, if a company's stock is selling for $12 per share and the earnings per share is $2, the P/E ratio is 6 (12 ÷ 2 = 6).

process costing.  An accounting system that is used when identical units are produced through an ongoing series of uniform production steps.  Costs are allocated by department and then allocated to units produced.  

productivity.  A measure of efficiency.  It can be defined as the relationship between the number of units of goods and services produced and the number of inputs of human and other resources necessary to produce them.

profit center.  A responsibility center whose employees control revenues and costs but not the level of investment.

protest. A written objection by an interested party to (a) a solicitation or other request by an agency for offers for a contract for the procurement of property or services; (b) the cancellation of the solicitation or other request; (c) an award or proposed award of the contract; (d) a termination or cancellation of an award of the contract, if the written objection contains an allegation that the termination or cancellation is based in whole or in part on improprieties concerning the award of the contract.

public accountants.  Provide accounting services to individuals or business firms for a fee.  They are not employees of the firm for which they are providing services.  As such, they provide unbiased advice about the firm’s financial condition.

pure competition.  Involves many firms in an industry close enough in size that no single company can influence the prices charged in the marketplace.

R

ratio. A measure of the relative size of two numbers. Usually, financial ratios are expressed as a times multiple (x) or a percentage (%). Ratios provide a quick way to compare a company to its performance over time, to other companies in the same industry, and to the industry average.

real property.  Land and property attached to land.

report of independent accountants. A summary of the findings of a firm of independent certified public accountants that audits, or examines, a company's financial statements. This report is included in the company's annual report. Also called auditors' report and auditors' opinion.

retained earnings. The total amount of a company's net earnings since its inception, minus any payments made to stockholders (i.e., dividends). Retained earnings is actually part of stockholders' equity and represents the portion of a company's assets that are financed from profitable operations rather than from selling stock to investors or borrowing from external sources. Listed on the statement of financial position.

revenue. The total flow of funds into a company, mostly for sales of its goods or services. Listed as the first category on the statement of earnings.

RFP.  Request for proposal.

ROA.  Return on assets.   Usually calculated by dividing a company’s operating income (from the Income Statement) by its total assets (from it’s Balance Sheet).   A company’s ROA usually indicates how efficiently the assets are being used to create operating income.
ROE.  Return on equity.   Usually calculated by dividing a company’s net income (from the Income Statement) by its total owners’ equity (from its balance Sheet).   Stockholders of a company are usually very interested in this ratio since it is an indication of how well their investment in the company is doing.
ROS.  Return on sales.  Usually calculated by dividing a company’s net income (from the Income Statement) by the revenues (or sales from the Income Statement).   This is usually one of the first ratios looked at.
S

S Corporation.  A corporation that has fewer than 35 stockholders and is taxed as a partnership but maintains the rights and liabilities of a corporation.
SBA.  The Small Business Administration.  The principal government agency concerned with small U.S. firms.  The SBA provides financial assistance, aids in government procurement matters, and offers management training and consulting.
SEC. Abbreviation for Securities and Exchange Commission. A U.S. government agency responsible for, among other things, ensuring publicly held companies report financial information to stockholders regularly.  
SEC Form 10-K. A financial report the SEC requires companies to submit yearly. This audited form contains more detailed information than the financial statements in the annual report.

SEC Form 10-Q. A financial report the SEC requires companies to submit quarterly. This un-audited form includes briefer, less detailed financial statements than those in the annual report.

Securities and Exchange Commission (SEC). A U.S. government agency responsible for, among other things, ensuring publicly held companies report financial information to stockholders regularly.

securities. Investments, including stocks and bonds. Listed as assets on the statement of financial position.

share. A certificate of ownership in a company. Also called stock.

shareholder value.  
Sherman Antitrust Act.  Came about in 1890.  Prohibits all agreements created for the purpose of restraint of trade and monopolization in interstate commerce.

Silent partner.  A partner known to be an owner in the business but who plays no active role in running the operation.

simplified acquisition procedures.  The methods prescribed in Part 13 of the Federal acquisition Regulations for making purchases of supplies or services.

small business.  As defined in at 15 U.S.C. 632 and implementing regulations of the Administrator of the Small Business Administration.

sole proprietorship.  Most common, and the oldest, form of private business ownership.  There is no legal distinction between the sole proprietor as an individual and as a business owner.  The assets, earnings, and debts are those of the owner.  

statement of cash flows. A financial statement that reports the flow of cash in and out of a company for a set period, usually one year. It reports the operating activities, investing activities and financing activities of the company.

statement of earnings. A financial statement that reports the results of a company's business operations (revenue and expenses) for a set period, usually one year. Also called an earnings report, income statement, statement of operations, and statement of profit and loss.

statement of financial position. A financial statement that reports a company's assets and the claims against them — liabilities and stockholders' equity — at a set date noted on the statement. Also called the Balance Sheet.

statement of operations. A financial statement that reports the results of a company's business operations (revenue and expenses) for a set period, usually one year. Also called an earnings report, income statement, statement of earnings, and statement of profit and loss.

statement of owners' equity. A financial statement that reports the changes in the owners' interests (equity); for example, by detailing changes in net earnings or dividends paid to stockholders. This statement is usually separate but a company may prepare a statement of retained earnings instead. Also called statement of stockholders' equity.

statement of profit and loss. A financial statement that reports the results of a company's business operations (revenue and expenses) for a set period, usually one year. Also called an earnings report, income statement, statement of earnings, and statement of operations.

statement of stockholders' equity. A financial statement that reports the changes in the owners' interests (equity); for example, by detailing changes in net earnings or dividends paid to stockholders. This statement is usually separate but a company may prepare a statement of retained earnings instead. Also called statement of owners' equity.

stock. A certificate of ownership in a company. Also called share.

stockholder. An owner of part of a company. Also called a shareholder.  This is someone who acquires shares of stock in a corporation.  

strategic planning.  The process of determining the primary objectives of an organization, adopting courses of action, and allocating the resources necessary to achieve those objectives.

subcontractor.  Any supplier, distributor, vendor, or firm that furnishes supplies or services to or for a prime contractor or another subcontractor.

T

TCO.  Termination contracting officer.

Termination contracting officer (TCO). A contracting officer who is settling terminated federal government contracts.

trend. A pattern in a company's financial performance over time. For example, if a company's sales have been increasing over many months or years, analysts would describe this pattern as a sales growth trend.

U

unallowable costs.  Any cost which under the provisions of any pertinent law, regulations, or contract, cannot be included in prices, cost-reimbursements, or settlements under a Government contract to which it is allocable.1
V

variable costs.  Costs that change proportionally with production (or sales) volume.  They represent resources whose consumption can be adjusted to match the demand placed for them.

venture capital firms.  Financial intermediaries that specialize in funding ventures with special promise.
venture capitalist. Someone who specializes in small firms that offer potential for rapid growth and high returns.

W

working capital.  Capital available for daily operations of an organization.   Usually calculated by subtracting current liabilities from current assets  Currents assets include cash, accounts receivable, and other short-term assets required to maintain the business.

Z

zero-based budgeting.  A system of establishing financial plans beginning with an assumption of no activity and justifying each program or activity level.
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