



Glossary



Accounts Received Turnover: The number of times accounts receivable are collected in the year.



Agency Problem:  The likelihood that managers may place personal goals ahead of 

  	corporate goals.



Amortization: To liquidate a debt by installment payments.



Annuity:  A series of periodic payments, not necessarily annual.  Usually they are not of equal magnitude and are paid at identically spaced time intervals.



Asset Utilization/Activity Ratio:  This reflects the way in which a company uses its assets to obtain revenue and profit.



Authorized Shares:  The maximum amount of stock the company can issue according to the corporate charter.



Average Collection Period:  The length of time it takes to collect accounts receivable.  It represents the number of days receivables are held before collection.



Bond:  A long-term debt instrument, usually promising to pay its face value on a specific date and a periodic fixed amount in the interim.



Book Value per Share Ratio:  The total equity of the corporation, exclusive of preferred stock, divided by the total number of common shares in the hands of the public.  Not an indicator of the market value of common stock.



Bull Market:  Characterizes the stock market when there is a 20% or greater rise in stock prices and ends with a 20% decline.



Call Option:  This gives the bond issuer the right to retire the debt before the maturity date after specified amount of time, usually several years, at face value plus a fixed payment usually equal to one  year’s coupon payment.



Capital Budgeting:  The process of assessing the desirability of proposed investments.



Capital Structure:  The composition of the right-hand side of a corporate Balance Sheet.



Common Stock:  The residual equity ownership in the business; it does not involve fixed charges, maturity dates, or sinking fund requirements.



Corporate Equity:  This is made up of stocks and/or bonds.



Cost-Benefit Analysis:  The assessment of the costs incurred and the benefits realised from the adoption of  a course of action.  It is the essence of the managerial decision-making process and has received renewed publicity as a tool for governmental decision-making.  In organisations that are not profit-oriented, benefits are often very difficult to quantify.



Coupon:  A negotiable certificate attached to a bond that represents a sum of interest due.



Cumulative Voting:  The right of shareholders that allows for minority participation in voting.



Current Ratio:  A company’s ability to relieve current debt from its current assets..



Debt-Equity Ratio:  This reveals if the company has a great amount of debt in its capital structure.



Debt Ratio:  This reveals the amount of money a company owes to its creditors.



Discount:  The calculation of present value, which is inversely related to compounding.  This is used to evaluate future cash flow associated with long-term projects.



Discount (of a bond):  When a bond is selling at a value that is less than par, or face value.



Dividend Ratio:  It helps one to determine the current income from an investment.



Earning per Share Ratio:  It shows the net income per common share owned after reducing net income by preferred dividends.



Face (Par) Value of Bond:  The obligation the borrower has to meet upon maturity of the bond.



Franchise:  Authorization granted to someone to sell a company’s goods or services.



Gross Profit Margin:  The percentage of each dollar remaining once the company has paid for goods acquired.



Indenture:  A legal agreement between the issuers of bonds and the bondholders.



Industry Comparison:  The comparison of the company’s ratio to those of competing companies in the industry or with industry standards.



Internal Rate of Return:  The interest rate that equates the cost of an investment to the present value of the expected returns from the investment.



Internal Sources of Financing:  Income or revenues from service charges, equipment rental, installation fees, sale of products, profits, and funds received from the sale of assets or from employee  contributions.



Issued Shares:  The number of authorized shares that have been sold.



Joint Venture Partnership:  Involves the agreement with a private investor to participate in the financing, construction or management of the telecommunication’s infrastructure in return for a share of the revenues or profits from that infrastructure.



Leasing:  The practice of contracting for the services of an asset instead of acquiring its ownership.  Minimizes the initial cash outflow to the using organization.



Limited Recourse Project Finance:  When the project is financed with no recourse to any of the company’s other assets, and the assets and cash flow of the project are used instead to secure the loan.



Liquidity:   A company’s ability to satisfy maturing short-term debt.



Liquidity Ratios:  Indicators of a company’s ability to pay off its current obligations in times of stress. 



Milestones:  Interim objectives.



Net Present Value:  The difference between the present value of an expected annuity and the present value of the investment required to acquire the annuity.



Nominal Interest:  The interest payment to the bondholder.  The interest on the face of the bond and which is equal to the coupon (nominal) interest rates times the face value of the bond.



On Balance Sheet Project Finance:  When other balance sheet assets or cash flow are used to secure the loan.



Outstanding Shares:  The issued shares actually being held by the public.  Is equal to issued shares minus treasury shares.



Perpetual Preferred Stock:  This preferred stock is automatically converted to common stock at a given date.



Preferred Stock:  An equity instrument that promises to pay its holders a fixed dividend if declared by the Board of Directors.  This dividend is not guaranteed.



Premium:  When a bond is sold above face value.



Present Value:  The stock of wealth an investor is willing to accept today in lieu of promises to receive returns at future dates.



Price-Earnings Ratio:  The market price of a security divided by its expected annual earnings.



Project Finance:  Financing that is specifically involved with one or more particular projects.



Project Management:  Managing and directing time, material, personnel/labor, and costs to complete a project in an orderly, economical manner and to meet the established objectives of 	time, costs, and technical and/or service results.



Proxy Voting:   A legal grant of authority by a shareholder to have someone else vote his or her shares.



Quick Ratio:  The more liquid assets are totalled and divided by current liabilities.



Replacement Decisions:  Decision made decide whether or not to replace existing facilities with new facilities, such as opting to replace an old machine with a high-tech one.



Return on Investment Ratio:  This allows one to evaluate the profit one will earn if invested in the company.



Selection Decisions:  Decision made when determining whether to obtain new facilities or expand existing ones.



Solvency/ Leverage Ratios:  The company’s ability to satisfy long-term debt as it becomes due.



Straight Voting:  This allows a shareholder to cast all of his or her votes for each candidate for the Board of Directors.



Times Interest Earned Ratio:  Shows how many times the company’s before tax earnings will cover interest.



Total Asset Turnover Ratio:  This shows whether a company is efficiently employing its total asset base to obtain revenues from sales.



Treasury Stock:  Stock that has been bought back by the company.



Trend Analysis:  	It allows one to see how the business is doing over time.  It is done by tracking a given ratio for the company over several years to determine any trends and see the direction of the company’s financial health or operational performance. 
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