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A Shares

Abacus

Aa

A Shares Ordinary shares in a company
that usually do not carry voting rights.
Non - voting shares are issued by a com-
pany when it wishes to raise additional
capital without committing itself to a fixed
dividend and without diluting control of
the company. They are, however, un-
popular with institutional investors ( who
like to have a measure of control with
their investments) and are therefore now
rarely issued .
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Al A description of property or a person
that is in the best condition. In marine
insurance, before a vessel can be in-
sured, it has to be inspected to check its
condition. If it is “maintained in good
and efficient condition” it will be shown
in Loyal’ s Register of Shipping as ‘A’

and if the anchor moorings are in the

" is added .

This description is also used in life assur-

same condition the number °1
ance, in which premiums are largely
based on the person’ s health. After a
medical examination a person in perfect
health is described as “an Al life”.
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Abacus 1.

used to perform arithmetic calculations by

instrument of ancient origin

sliding counter along rods or in grooves.
2. semiannual accounting research journal
(founded in 1965) published by the Syd-
ney University Press, edited by the Uni-
versity of Sydney, Department of Ac-
counting. The subject matter covers “all
areas of accounting including international
accounting .
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Abandonment

ABC Method

SRR ENNFAITEH,
Abandonment Value The amount
which could be recovered from an invest-
ment project if it were immediately to be
abandoned. It is of importance in the
field of capital budgeting as a concept rel-
evant to the monitoring and review of on-
going capital projects. No decision to in-
vest should be regarded as imevocable,
and if at any time the abandonment of a
project is of greater value than its contin-
uance then abandonment is indicated.
The simple decision rule is that & project
should be abandoned if its abandonment
value exceeds the net present value of its
projected cash flows.
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Abatement The term is usually applied
to an abatement of taxation which is given
in special cases. Small companies, for
example receive an abatement of corpora-
tion tax by being charged an especially

low rate.
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ABC Method
method that categorizes items in terms of
Thus,
placed on higher dollar value items (“A"”

Inventory management

importance. more emphasis is
s) than on lesser dollar value items (“B”
s), while the least important items (“C”
s) receive the least time and attention.
Inventory should be analyzed frequently
when using the ABC method. The proce-
dure for ABC analysis follows: (1) Sepa-
rate finished goods into types ( chairs of
different models, and so on); separate
raw materials into types (screws, nuts,
and so on). (2) Calculate the annual
dollar usage for each type of inventory
(multiply the unit cost by the expected
future annual usage) . (3) Rank each in-
ventory type from highest to lowest, based
on annual dollar usage. (4) Classify the
inventory as A — the top 20% ; B - the
next 30% ; and C ~ the last 50% of dol-
lars usage respectively. (5) Tag the in-
ventory with its appropriate ABC classifi-
cation and record those classifications in

the item inventory master records.
ABC * HHRUARNEEHXMFRI;T
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Abnormal

Abnormal
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Abnormal Rate of Return The amount
by which a security” s return differs from
the market’ s expected rate of return
based on the market's rate of retun and
the security” s relationship with the mar-
ket.
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Abnormal Return  The retum eamed
on a financial asset in excess of that
required to compensate for the risk of the

asset.
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Abnormal Spoilage Spoilage that is rec-
ognized as a loss when discovered. NOR-
MAL SPOILAGE is inherent in the manu-
facturing process and is unavoidable in the
short run. Abnormal spoilage is spoilage
beyond the normal spoilage rate. It is
controllable because it is a result of ineffi-
ciency. It is not a cost of good produc-
tion, but rather is a loss for the period.
Costs are assigned to the spoiled units and
then credited to WORK IN PROCESS in-
ventory and debited to a loss account.
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Abnormal Wastage Wastage leading to
an unanticipated additional cost. Many
industrial processes create a certain
amount of waste material. When garments
are cut out of cloth, for example, there
will be pieces of material which cannot be
used. The actual amount of waste de-
pends partly upon the care with which the
process is undertaken but there will be an
irreducible minimum which depends upon

the technicalities- of the process. Abnor-



Absolute

Absorption Costing

mal wastage is that amount by which actu-
al wastage exceeds the irreducible mini-
mum, known as normal wastage Its signif-
icance is that it represents a loss due to
avoidable causes as opposed to a neces-
sary part of the cost of production for cost-
ing purposes it should be shown separately
in the costing profit and loss account.
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Absolute Priority Rule Participation by
various classes of stockholders in a reor-
ganized corporation must be in strict order
of the seniority of their claims; junior
claimants cannot participate until rights of
claims above them are satisfied.
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Absorb 1.

corporate amounts in an account or a

to assimilate, transfe; or in-

group of accounts in a manner in which
the first entity loses its identity and is
“absorbed” within the second entity. Ex-
amples include the sequential transfer of
expenditure account amounts to WORK -
IN - PROCESS, FINISHED GOODS,
and COST OF GOODS SOLD.
2. to distribute or spread costs by the
process of probation or allocation.
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Absorption Costing Method in which
all manufacturing costs, variable and
fixed, are treated as PRODUCT COSTS,
while nonmanufacturing costs (e. g.,
selling and administrative expenses) are
treated as PERIOD COSTS. Absorption
costing for inventory valuation is required
for external reporting. See also DIRECT
COSTING.
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Academy

Acceptance

Academy Of Accounting Historians
Voluntary organization dedicated to the
study of accounting history. This organi-
zation publishes the ACOUNTING HISTO-
RIANS JOURNAL in addition to mono-
graphs, working papers, and a newslet-
ter.
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ACCA The designatory letters of an as-
sociate member of the Chartered Associa-

tion of Certified Accountants.
ACCA HHFIFEITWHIEMN &AM
ki

Accelerated Depreciation Method rec-
ognizing higher amounts of depreciation in
the earlier years and lower amounts in the
later years of a fixed asset’s life. Some
machines for example are more efficient
early on and generate greater service po-
tential ; matching dictates higher depreci-
ation expense in those years. Over time,
depreciation expense moves in a down-
ward direction and maintenance costs tend
do become higher; thus the effect of ac-
fairly

celerated  depreciation is even

charges to income. Greatest tax benefits

from depreciation are enjoyed in the earli-
er years.
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Acceleration Clause  Provision con-
tained in a BOND INDENTURE requiring
that in an event of default any remaining
interest and principal become immediately
due and payable.
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Acceptance 1. The signature on a bill
of exchange indicating that the person on
whom it is drawn accepts the conditions of
the bill. 2. A bill of exchange that has
been so accepted. 3. Agreement to ac-
cept the terms of an offer, for example,
the agreement of an insurance company to
provide a specified insurance cover or of a
trader to accept a specified parcel of
goods at the offer price.



Accepting House

Accommodation Endorser
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Accepting House  An institution spe-
cializing in accepling or guaranteeing bills
of exchange. A service fee is charged for
guaranteeing payment, enabling the bill
to be discounted at preferential rates on
the money market. The decline in the use
of bills of exchange has forced the accept-
ing houses to widen their financial activi-
ties, many of whom have returned to their
original role as merchant banks.
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Acceptor The drawee of a bill of ex-
change after acceptance of the bill, i.e.
the acceptor has accepted liability by
signing the face of the bill.

ERA EHIRBRRZENTEA.
M ARRAZERRBZERETRIAT
20T PR O

Accommodation Bill A bill of ex-
change signed by a person (the accommo-
dation party) who acts as a guarantor.
The accommodation party is liable for the
bill should the acceptor fail to pay at ma-
turity .
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Accommodation Endorsement - Written
agreement to be liable made without con-
sideration on a credit instrument (e.g.,
notes payable) to which another person or
firm is a party, thus adding strength to
the credit application.
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Accommodation Endorser A person or
a bank that endorses a loan to another
party; for example, a parent company
may endorse a bank loan to a subsidiary.
The endorser becomes a guarantor and is
secondarily liable in case of default.
Banks may endorse other bank’s accep-
tance notes, which can then be traded on

the secondary market.
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Accommodation Paper

Accord
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Accommodation Paper A note, bill,
draft, or other form of loan instrument
made, accepted, or endorsed by a person
or firn, without consideration, to help
another person or firm obtains money or
credit. The lender may look either to the
borrower or the accommodating party for
payment. The endorsement is thus a
guarantee . Because of the two signatures,
an accommodation paper is a form of dou-
ble — name paper.
Banks commonly request accommodation
endorsements; (1) by an officer of a fi-
nancially weak corporation that seeks to
borrew on its note; (2) by a strong par-
ent corporation on a loan to a weak SUB-
SIDIARY CORPORATION; (3) by a
strong subsidiary on a loan to a weak par-
ent corporation; (4) by a wife in her hus-
band’ s note when he has placed title to
almost all his property in her name.
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Accord And Satisfaction An accord is
a mutual agreement by the parties to a
contract to change some part of the origi-
nal obligations; when the modified obliga-
tions have been performed there has been
an accord and satisfaction. For example,
during an office renovation a contractors is
engaged to lay 5000 square feet of floor
tile at a fixed price but due to & change in
plans the office owner asks the contractor
to lay only 4500 square feet and to adjust
the price in proportion. If the contractor
agrees, there is an accord. When the
contractor finishes and is paid, the cont-
ract is discharged through accord and sati-
sfaction and neither party has any rights or
obligations with respect to the 500 square
feet .

If the modified performance consists of
one party paying an amount smaller than
originally agreed, many jurisdictions hoid
that discharge of the contract is not com-
plete unless there had been a bona fide
dispute as to the correct amount.
MRSRE MREAEFENFRIEY
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Account Sales

Accountant
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Account Sales A detailed statement
sent by an agent with responsibility for
making sales to his principal. the agent is
not selling on his own behalf and does not
therefore own the goods which he is sell-
ing nor become entitled to the profits aris-
ing from their sale. He will, however, be
entitled to receive a commission and to be
reimbursed for his expenses whilst en-
gaged on the principal’ s business. The
account sales will show the total amount
received from the sales of goods and the
deductions from this to be made for the
agent's commission and expenses. Hence
it will show the net amount due from the
agent to the principal.
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Accountability
mental responsibility to perform a certain

Individual or depart-

function. Accountability may be dictated
or implied by law, regulation, or agree-
ment. For example, an auditor will be
held accountable to financial statement
users relying on the audited financial
statements for failure to uncover corporate
FRAUD because of negligence in applying
GENERALLY ACCEPTED AUDITING
STANDARDS.
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Accountant One who performs account-
ing services. Accountants prepare finan-
cial statements and tax returns, audit fi-
nancial records, and develop financial
plans. They work in private accounting
(e.g., for a corporation), public ac-
counting {(e.g., for a CPA fir), not -



Accountant In Charge

Accountant’ s Liability

for - profit accounting (e.g., for a gov-

emmental agency ). Accountants often
specialize in a particular area such as tax-
es, cost accounting, auditing, and man-
agement advisory services. A BOOK-
KEEPER is distinguished from an accoun-
tant as one who employs lesser profession-
ul skills. The bookkeeping function is pri-
marily one of recording transactions in the
journal and posting to the ledger. See also
CERTIFIED PUBLIC ACCOUNTANT.
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Accountant In Charge Professional re-
sponsible for the field engagement associ-
ated with an audit. Duties include the
general supervision of the engagement,

distributing the workload to assistants, re-

viewing audit findings, and drafting
- required field reports.
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Accountant’ s Liability Potential legal
obligation of an accountant who commits
fraud or is grossly negligent in the perfor-
mance of professional duties. The term
typically applies when an auditor conduct-
ing the ATTEST FUNCTION does not em-
ploy GENERALLY ACCEPTED AUDIT-
ING STANDARDS with sufficient care.
To avoid liability, the accountant must be
knowledgeable about the accounting pro-
fession’ s authoritative pronouncements
such as FASB statements and AICPA
STATEMENTS ON AUDITING PROCE-
DURES as well as SEC ACCOUNTING
SERIES RELEASES. An accountant who
violates the established rules and guide-
lines can be held legally liable to parties
retaining him and those relying on work
performed (e.g., investors, creditors).
Most accounting practitioners carry mal-
practice insurance. See also NEGLI-
GENCE.
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