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About the Book
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Lexicon of Certified Management Accountant (CMA) Terminology is a comprehensive reference guide designed for professionals, students, and aspiring Certified Management Accountants (CMAs). This book provides clear definitions and explanations of essential terms across key areas of management accounting and financial management.

Structured in two main sections, the book covers Financial Planning, Performance, and Analytics in the first part and Strategic Financial Management in the second. Each chapter dives into critical topics such as financial reporting, budgeting, cost management, performance analysis, risk management, corporate finance, investment decisions, and professional ethics.

Whether you are preparing for the CMA exam, working in finance and accounting, or simply looking to enhance your understanding of financial concepts, this lexicon serves as an invaluable resource. It simplifies complex terminology, making it easier to grasp fundamental and advanced concepts essential for decision-making and strategic financial planning.

With a practical and structured approach, this book ensures that readers can quickly find and comprehend key terms, empowering them with the knowledge needed to excel in the dynamic world of management accounting.
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Section One: Financial Planning, Performance, and Analytics
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Financial Statements are structured reports that summarize a company’s financial position, performance, and cash flows over a specific period. They include the income statement, balance sheet, and cash flow statement, providing crucial insights for investors, creditors, and management.

Income Statement is a financial report that shows a company’s revenues, expenses, and net profit or loss over a specific period. It provides insight into profitability and operational efficiency by detailing how revenue is generated and costs are managed.

Balance Sheet is a financial statement that presents a company’s assets, liabilities, and shareholders’ equity at a specific point in time. It reflects the company’s financial stability and is used to assess liquidity, solvency, and capital structure.

Cash Flow Statement is a report that tracks the inflow and outflow of cash within a company over a period of time. It categorizes cash activities into operating, investing, and financing activities, helping businesses evaluate their liquidity and financial health.

Statement of Retained Earnings is a financial document that shows changes in a company’s retained earnings over a reporting period. It includes net income, dividends paid, and other adjustments, providing insights into how profits are reinvested or distributed to shareholders.

Generally Accepted Accounting Principles (GAAP) are standardized accounting rules and practices used in financial reporting. They ensure consistency, comparability, and transparency in financial statements, making them useful for investors and regulators.

International Financial Reporting Standards (IFRS) are global accounting standards that provide guidelines for preparing financial statements. They aim to create consistency across international markets, making it easier for investors and companies to compare financial information globally.

Accrual Accounting is an accounting method where revenues and expenses are recorded when they are earned or incurred, regardless of when cash is received or paid. It provides a more accurate picture of a company’s financial position than cash accounting.

Revenue Recognition is the accounting principle that determines when and how revenue should be recorded. Under accrual accounting, revenue is recognized when it is earned and realizable, not necessarily when cash is received.

Matching Principle is an accounting concept that requires expenses to be recorded in the same period as the revenues they help generate. This ensures accurate profit calculation and aligns costs with related income.

Fair Value Accounting is the practice of measuring assets and liabilities at their current market value rather than historical cost. It provides a more accurate representation of an entity’s financial condition but can introduce volatility in financial statements.

Historical Cost is the original price paid for an asset at the time of acquisition, recorded in the financial statements. Unlike fair value accounting, historical cost does not reflect changes in market value over time.

Depreciation is the systematic allocation of an asset’s cost over its useful life. It reflects wear and tear on tangible assets like machinery and buildings, reducing their book value over time.

Amortization is the gradual reduction of an intangible asset’s value over its useful life. It applies to assets such as patents, trademarks, and goodwill, spreading their cost over multiple accounting periods.

Impairment occurs when an asset’s market value falls below its recorded book value, requiring a write-down. It usually happens due to changes in market conditions, technological advancements, or financial difficulties.

Inventory Valuation is the process of assigning value to a company’s inventory, affecting cost of goods sold and profitability. Common methods include FIFO, LIFO, and weighted average cost.

LIFO (Last-In, First-Out) is an inventory valuation method where the most recently acquired inventory is used first in cost calculations. It reduces taxable income during inflationary periods but may not reflect actual physical inventory flow.

FIFO (First-In, First-Out) is an inventory valuation method where the oldest inventory is used first in cost calculations. It results in lower costs during inflationary periods and provides a more accurate reflection of inventory value.

OEBPS/d2d_images/chapter_title_above.png





OEBPS/d2d_images/chapter_title_corner_decoration_left.png





OEBPS/d2d_images/cover.jpg
LEXICON OF TECH AND
BUSINESS

Lexicon of
Cerlified
Management
Accountant
(CMA)
Terminology






OEBPS/d2d_images/chapter_title_corner_decoration_right.png





OEBPS/d2d_images/chapter_title_below.png





