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Lexicon of Certified Public Accountant (CPA) Terminology is a comprehensive reference guide designed to provide clear and concise definitions of essential accounting and financial terms used in the CPA profession. This book is part of the Lexicon of Tech and Business series, offering professionals, students, and researchers a reliable resource for understanding key concepts in financial reporting, auditing, taxation, cost accounting, and business law. Focused solely on terminology and definitions, this lexicon serves as a valuable tool for those preparing for the CPA exam or seeking to enhance their knowledge of accounting principles and industry standards.
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Terminology:

Financial Accounting 
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Accounts Payable (AP) The amount a company owes to its suppliers for goods or services received but not yet paid for.

Accounts Receivable (AR) The money a company is entitled to receive from customers for products or services delivered on credit.

Accrual Accounting An accounting method that records revenues and expenses when they are incurred, regardless of when cash is exchanged.

Amortization The gradual reduction of an intangible asset's value or the repayment of a loan in regular installments over time.

Assets Economic resources owned or controlled by a business that are expected to provide future benefits.

Balance Sheet A financial statement that summarizes a company's assets, liabilities, and shareholders' equity at a specific point in time.

Cash Flow The movement of money into and out of a business, representing its operational, investing, and financing activities.

Cost Principle An accounting rule requiring assets to be recorded at their original purchase price rather than their current market value.

Depreciation The systematic allocation of an asset’s cost over its useful life to reflect wear and tear or obsolescence.

Equity The residual interest in the assets of a company after deducting liabilities, representing ownership value.

GAAP (Generally Accepted Accounting Principles) The standard framework of accounting rules and guidelines used in financial reporting.

IFRS (International Financial Reporting Standards) A set of global accounting standards designed to ensure consistency and transparency in financial statements.

Income Statement A financial report that shows a company’s revenues, expenses, and profits over a specific period.

Liquidity The ease with which an asset can be converted into cash without affecting its market price.

Revenue Recognition Principle An accounting guideline stating that revenue should be recognized when it is earned, not necessarily when cash is received.

Working Capital The difference between a company’s current assets and current liabilities, indicating short-term financial health.

Double-Entry Accounting A bookkeeping system in which every transaction affects at least two accounts to keep the accounting equation balanced.

Financial Statements Reports that provide a summary of a company's financial performance, including the balance sheet, income statement, and cash flow statement.

Going Concern Principle The assumption that a business will continue operating in the foreseeable future and not be forced to liquidate.

Materiality Principle The concept that financial information should only be reported if its omission or misstatement could influence business decisions.

Matching Principle An accounting rule that requires expenses to be recognized in the same period as the revenues they help generate.

Retained Earnings The accumulated portion of a company’s profits that is reinvested in the business rather than distributed as dividends.

Shareholder Equity The portion of a company’s net assets that belongs to its shareholders, calculated as total assets minus total liabilities.

Trial Balance A summary of all ledger accounts and their balances at a given time to check for accuracy in bookkeeping.

Chart of Accounts A structured list of all accounts used by a company to record financial transactions systematically.

General Ledger The main accounting record that contains all financial transactions of a business, categorized by account type.

Historical Cost The original monetary value of an asset as recorded in the financial statements, unaffected by inflation or market fluctuations.

Net Income A company’s total earnings after deducting expenses, taxes, and costs from its total revenue.

Non-Current Assets Long-term assets such as property, equipment, and patents that are not expected to be converted into cash within a year.

Non-Current Liabilities Long-term financial obligations such as bonds payable and long-term loans that are due after more than one year.

Prepaid Expenses Payments made in advance for goods or services to be received in the future, recorded as assets until they are used.

Profit and Loss Statement A financial report summarizing a company's revenues, expenses, and net profit or loss over a specific period.

Revenue The total income generated by a business from its operations before any expenses are deducted.

Subsidiary Ledger A detailed ledger that contains individual accounts for transactions, supporting the general ledger.
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