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Preface

he complexity of today’s health care sys-

tem and the seemingly constant change

in national health policy have brought
with them a need for all managers and execu-
tives to have a solid understanding of account-
ing. This book is geared toward the student
or current health care manager who needs a
basic grounding in financial accounting and
analysis within health care organizations. It is
presented from the basic premise that knowl-
edge of accounting is beneficial, regardless of a
person’s primary focus within the health care
system. The operating room nurse, the com-
pliance officer, the physician practice manager,
and the pharmaceutical sales representative
can all benefit from a better understanding of
health care accounting.

This book will not make anyone a chief
tinancial officer. It will, however, provide the
vocabulary and introduction to the tools and
concepts employed by finance officers. It will
help the nonfinancial manager assess financial
information, ask the appropriate questions, and
understand jargon-laden answers. It will also
assist board members in these same tasks, pro-
viding stronger oversight and accountability.

To help enable the use of this book within
the framework of a health care accounting
course, there are homework questions and prob-
lems at the end of each chapter. Instructors can
gain access to the solutions, PowerPoint class
notes, and other instructor materials online.
We have attempted to cover the material in a
thorough, yet not overwhelming, manner. How-
ever, we recognize that there is always room for
improvement. Readers are encouraged to email
us directly to point out errors or unclear pas-
sages or to suggest additional applications or
other improvements. All contributions will be
acknowledged in the next edition. Any correc-
tions to errors in the text will also be posted on
the webpage.

The authors wish to thank Michael
Brown, Danielle Bessette, Robert Boder, and
Juna Abrams at Jones & Bartlett Learning for
all their help in bringing this book from con-
ception to reality.

—Steven A. Finkler steven finkler@nyu.edu
—Thad D. Calabrese thad.calabrese@nyu.edu
—David M. Ward david.ward@uncp.edu
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' he website for this book contains Excel templates available for download. These
' templates have been designed to help the reader use various tools illustrated in the
' text of this book. To access the templates, please redeem the access code found at the
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New to This Edition

In 2010, the Patient Protection and Affordable
Care Act (PPACA) became law and was imple-
mented. A discussion of the law and some of its
financial considerations for health care organi-
zations has been expanded in Chapter 3, which
discusses the financial environment of health
care organizations. When the second edition
was published, many of the PPACA elements
were not entirely clear, and it was uncertain
how they would play once implemented. We
expanded the discussion of the health insur-
ance market reforms that came from this
major piece of legislation. At the time of this
edition’s writing, reforms to the PPACA are
still unknown; we have not attempted to fore-
cast this policy uncertainty, choosing instead
to focus on the law as it currently stands.

The Financial Accounting Standards
Board significantly altered reporting for not-
for-profit entities, beginning in 2018. Specifi-
cally, donor-restricted contributions and net
assets are now all classified as “with donor
restrictions,” rather than as “temporarily” or
“permanently” restricted. Resources formerly
termed “unrestricted” are now termed “without
donor restrictions” The examples throughout

this text, the templates, and the problems all
reflect this change in financial reporting.

We switched the order of Chapters 15 and
16, so that investment analysis comes before
working capital management. The primary rea-
son for this change was to use the time value of
money techniques in determining the rate of
return for trade credit rather than the traditional
formula that ignores the time dimension. Read-
ers will find this new approach in Chapter 16.

Additionally, in this third edition, many
general updates have been made. All exam-
ples throughout the book have been updated.
Minor changes have been made throughout
all chapters to improve clarity. All Excel tem-
plates have been updated. Faculty will find that
the teaching resources have been updated and
expanded.

We believe that the many changes made
throughout this edition will significantly
enhance the reader’s learning experience.

Steven A. Finkler, PhD, CPA
Thad D. Calabrese, PhD

David M. Ward, PhD
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