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Preface

The complexity of today’s health care system has brought with it a need for all managers and
executives to have a solid understanding of accounting. This book is geared toward the student
or current health care manager who needs a basic grounding in financial accounting within
health care organizations. It is presented from the basic premise that knowledge of accounting
is beneficial, regardless of a person’s primary focus within the health care system. The operat-
ing room nurse, the compliance officer, the physician practice manager, and the pharmaceuti-
cal sales representative can all benefit from a better understanding of health care accounting.

This book will not make anyone a chief financial 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,
providing 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 problems at the end of each chapter. Instructors
can gain access to the solutions, PowerPoint class notes, Excel templates that can help the
reader use the various tools presented in the book, and other instructor materials online at
the book’s Companion Website at http://go.jblearning.com/FinklerResources. We have
attempted to cover the material in a thorough, yet not overwhelming, manner. However,
we recognize that there is always room for improvement. Readers are encouraged to e-mail
us to point out errors or unclear passages or to suggest additional applications or other
improvements. All contributions will be acknowledged in the next edition. Any corrections
to errors in the text will also be posted on the web page.

The authors wish to thank Michael Brown, Maro Gartside, Chloe Falivene, and Tracey
McCrea at Jones & Bartlett Learning for all their help in bringing this book from concep-
tion to reality.

Steven A. Finkler
steven.finkler@nyu.edu

David M. Ward

dward1l@une.edu

Thad D. Calabrese
thad.calabrese@baruch.cuny.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. End-of-chapter questions and problems have
also been posted to this site. To access the supplemental material for this text,
please visit the website:

http://go.jblearning.com/FinklerResources.
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New to This Edition

The first new thing about this Second Edition of Accounting Fundamentals for Health Care
Management is the addition of a new coauthor, Thad D. Calabrese, PhD. We believe that
Dr. Calabrese brings a new perspective felt throughout all chapters of this book.

One of the main new features in this edition is the introduction of a new chapter
(Chapter 2) that provides an Excel tutorial. Electronic spreadsheets have become an indis-
pensible part of health care management. All health care managers need to be conversant
in either Excel or one of the competing electronic spreadsheet programs. Although some
readers may skip this chapter because they are already familiar with Excel, this is essential
reading for anyone who is not yet an electronic spreadsheet user.

In 2010, the Patient Protection and Affordable Care Act (PPACA), often referred to as
Health Care Reform, became law. A discussion of the law and some of its financial consid-
erations for health care organizations has been added to Chapter 3, which discusses the
financial environment of health care organizations.

Over the last several years there has been a strong movement toward developing a unified
global set of accounting standards, called the International Financial Reporting Standards
(IFRS). The motivation for this movement, the progress to date, and some of the implica-
tions for health care management are discussed in various places throughout the book.

A weakness in the first edition of this book is that we did not explicitly discuss the distinc-
tion between the cash basis of accounting and the accrual basis of accounting. This is an
important conceptual issue, and that shortcoming of the first edition has been corrected
in this second edition.

Some argue that a major cause of the subprime crisis of 2008 was “fair value” or “mark-
to-market” accounting. A discussion of fair value accounting has been added to this edition
to provide readers a better understanding of this conceptual issue.

After careful review, the authors have decided that our discussion of the IRS’ Modified
Accelerated Cost Recovery System (MACRS) depreciation approach was too complex. This
discussion has been retained, but significantly simplified.

In this “post-Madoff” era, we would be remiss if we did not address the need for
organizations to be ethical and operate in an environment that reduces the chances of
fraud occurring. We have added discussion regarding the Sarbanes-Oxley Act (SOX) and
the COSO Opinion to address this concern.

XV
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Additionally, in this second 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. Also, the Test Your Knowledge section at the end of each
chapter has been substantially expanded with the addition of many new discussion ques-
tions and homework problems. All Excel templates 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
David M. Ward, PhD
Thad D. Calabrese, PhD





