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Accelerated depreciation method, 110
Accounting

changes, 280

deferred income tax, 157-58

for deferred tax, 210-11

for defined benefit plans, 307

for defined contribution plans, 307

initial, 197-98

for inventories, 83

investor, 161-62

lessee, 263-65

lessor, 265—68

subsequent, 156-57

for uncertainty in income taxes, 214
Accounting and Reporting by Retirement Benefit

Plans (ASC 960 and 962), 323-29

defined benefit plans, 325-27

defined contribution plans, 324-25

definition of key terms, 323-24

disclosures required by standards, 327-28
Accounting estimates, changes in, 46—47

disclosures with respect to, 47
Accounting policies, 43-52

applying changes in, 44—46

background and introduction, 43

change in reporting entity, 4745
changes in, 46-47

consistency of, 44

correction of prior period errors, 48—50

Segment Reporting, 271-76

Statement of Cash Flows, 37-42
Statement of Financial Position, 25-30
Stockholders’ Equity, 331-43

defined, 43 using, 7-8

definition of key terms, 43 Accounts payable, 228
disclosures to changes in, 46 Accounts receivable, defined, 67
extracts from financial statements, 51 Accrual basis, 346

factors governing changes in, 44

limitations of retrospective application, 46
Accounting principles

presentation and disclosure, 1

recognition and measurement, 1

Accrued liabilities, 228

Accrued real estate taxes, 229

Accumulated benefit obligation (ABO), 317
Accumulated postretirement benefit obligation

Accounting Principles Board, creation of GAAP (API.}O)’ 314
Acquiree, defined, 191
and, 2 Acqui
cquirer

Accounting procedures, 185-86
Accounting Research Bulletin (ARB), 2
Accounting Series Releases (ASR), 7

defined, 191
identifying, 193-94

. . ) Acquisition
Accounting Standards Codification (ASC), 2, 4 cost of. 194
Accounting and Reporting by Retirement Benefit date 1’91

Plans, 323-29

accounting policies, changes in accounting
estimates, and errors, 43-52

“as amended” guidance in, 7

Acquisition date fair value (ADFYV), 195
Acquisition method, 156, 192

defined, 191
Acquisition-related costs, defined, 191
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Active market, defined, 53
Actuarial assumptions, 314
Actuarial present value, defined, 323
Additional paid-in capital, 335-37
defined, 331
donated capital, 337
Aging the accounts, 70, 71
defined, 67
American Accounting Association (AAA), 18
American Institute of Accountants, 2
American Institute of Certified Public
Accountants (AICPA), 2, 5,17
Code of Professional Conduct, 21
creation of GAAP and, 3
diminished influence of, 14
Amortization, 77
impairment and, 176-77
schedule, 125
software and, 174-75
Amortized cost, 124-27
Amortized cost basis (ACB), 133
Amount known, current liabilities, 228
Analogous entities, 165-66
Annual (periodic) rent payments, 264
Antidilution, defined, 297
ASC. See Accounting Standards Codification
(ASCO)
ASC 210. See Statement of Financial Position
(ASC 210)
ASC 225. See Income Statement (ASC 225)
ASC 230. See Statement of Cash Flows (ASC
230)
ASC 260. See Earnings Per Share (ASC.25V)
ASC 270. See Interim Reporting (ASC 270)
ASC 274. See Personal Financial Statements
(ASC 274)
ASC 280. See Segment Reporang (ASC 280)
ASC 305. See Cash, Receivables, and Prepaid
Expenses (ASC 305, 310, 860)
ASC 310. See Cash, Receivables, and Prepaid
Expenses (ASC 305, 310, 860)
ASC 323. See Equity Method Investments and
Joint Ventures (ASC 323)
ASC 330. See Inventory (ASC 330)
ASC 350. See Intangible Assets (ASC 350)
ASC 360. See Property, Plant, and Equipment
(ASC 360)
ASC 480. See Long-Term Liabilities (ASC 480
and 835)
ASC 505. See Stockholders’ Equity (ASC 505)
ASC 605. See Revenue Recognition (ASC 605)
ASC 715. See Employee Benefits (ASC 715)
ASC 740. See Income Taxes (ASC 740)
ASC 805. See Business Combinations (ASC 805)
ASC 810. See Consolidated and Separate
Financial Statements (ASC 810)
ASC 820. See Fair Value (ASC 820)
ASC 825. See Financial Instruments (ASC 825)

ASC 830. See Foreign Currency (ASC 830)
ASC 835. See Long-Term Liabilities (ASC 480
and 835)
ASC 840. See Leases (ASC 840)
ASC 860. See Cash, Receivables, and Prepaid
Expenses (ASC 305, 310, 860)
ASC 960. See Accounting and Reporting by
Retirement Benefit Plans (ASC 960 and 962)
ASC 962. See Accounting and Reporting by
Retirement Benefit Plans (ASC 960 and 962)
Asset gains and losses
defined, 305
defined benefit plans, 311-12
Assets, 26
classification of, 116-19
contingent, 227
current, 67
current tax, 210
deferred income tax, 207
deferred tax, 213-14
defined, 25, 169
estimated current value of, 345
financial, 53
intangible, 159, 169-81
pensien, 310
plar...296, 309
recegnition of, 108-9
ve.ated to discontinued operations, 150
repossessed, 150
residual value of, 169
tangible, 159
Assets test, 272-73
Assigning, receivables, 73
Audit and accounting guides (AAG), 3
Available-for-sale securities, 116, 117, 127
example of, 118-19, 129, 130-31
OTTI of, 132-33

B

Balance sheets, 26
consolidated, 28-29
Bargain purchase option, defined, 261
Bargain purchase option (BPO), 263
Base layer, 87
Basic earnings per share, 298-300
defined, 297
Bonds
convertible, 136
defined, 53, 249
notes and, 249-53
Bonus payments, 230
Bureau of Labor Statistics (BLS), 91
Business combination, 192
defined, 191
Business Combinations (ASC 805), 191-205
acquisition method, 192
background, 191
control, 192-93
cost of acquisition, 194
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definition of key terms, 191-92
disclosures, 198

extracts, 198-203

goodwill, 196-97

identification of acquirer, 193-94
initial accounting, 197-98

net assets acquired, 194-96

C

Capital
additional paid-in, 331, 335-37
contributed, 25
donated, 337
legal, 332-34
working, 117
Capitalization, costs subject to, 172-73
Capital leases, 263—64
Capital stock, 332-34
Carrying value, of investment, 159-60
Cash, 68-69
compensating balances, 68—69
defined, 67
notes issued for, 251
notes issued solely for, 250
not immediately available, 69
overdrafts, 69
petty, 69
Cash, Receivables, and Prepaid Expenses (ASC
305, 310, 860), 67-79
background and introduction, 67
cash, 68—-69
definition of key terms, 67-68
disclosures, 77-78
extracts, 78
prepaid expenses, 7677
receivables, 69-76
Cash basis, accrual versus, 346
Cash equivalents, defined, 67
Cash flow hedges, 138, 142-44
disclosures, 147
Cash flow per share, 40
Cash flows, 282
statement of, 284—-85, 289-90, 292-93
Change in accounting estimate, defined, 43
Changes, in accounting policies
application in, 44-46
disclosures with respect to, 46
factors governing, 44
Chief operating decision maker (CODM), 272
defined, 271
Classification, of cash flows
financing activities, 38-39
investing activities, 38
noncash disclosures, 39
operating activities, 39
Closing date, defined, 191
Closing rate, defined, 283
Combined financial statements, defined, 191

Committee on Accounting Procedure, creation of
GAAP and, 2
Commodity prices, 134
Common stock, 296-97
defined, 297
obligation to transfer value, 163
potential, 297
risks and rewards of ownership, 163
subordination and, 163
voting, 163-64
Comparative financial statements, 346
Compensated absences, 230
Compensating balances, 68—69
Comprehensive income, 14748
defined, 31
investor’s proportionate share of, 162
other, 32
statement of, 35
Conceptual framework (FASB), 21-22
components of, 21-22
Consignment, 82
Consolidated and Ccparate Financial Statements
(ASC 810), 183-90
accountiny procedure, 185-86
consolidatea financial statements, 184—85
defin‘on of key terms, 183—84
aisclosures, 187-88
extracts, 188—-89
presentation of financial statements, 184
scope, 183
variable interest entities, 186—87
Consolidated financial statements, 184-85, 211-
12
defined, 183
Constructive retirement method, 341-42
Contingencies, 233-37
defined, 227
estimate versus, 234
guarantees, 234-37
interim reporting and, 280
loss contingency, 233-34
unasserted claims or assessments, 234
Contingent assets, defined, 227
Contingent liability, 194
Contributed capital, defined, 25
Control, 184, 192-93
defined, 183, 191
Controlling financial interest, defined, 183
Convertible bond, 136
Corporate joint ventures
defined, 155
equity investments in, 164—66
Corporations, equivalent to limited liability
companies, 165-66
Corridor approach, 312
Cost approach, valuation, 56
Cost flow assumptions, 85-87
first-in, first-out (FIFO), 86-87
last-in, first-out (LIFO), 87
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Cost method, 341 asset gains and losses, 311-12

Cost of goods sold, 83 classification of, 306

Costs defined, 323

of acquisition, 194
amortized, 124-27
debt issuance, 194
defined, 107, 169
of inventories, 83—85
measurement of, 109
overhead, 84
of pension plans, 316
product, 278
replacement, 94, 108
subject to capitalization, 172-73
Currency
functional, 283, 284
presentation, 283
Currency rates, 134
Current assets, defined, 67
Current liabilities, 228-33
amount and payee known, 228
environmental remediation liabilities, 23233
paid time off, 230-31
payee known, amount unknown, 229-30
payee unknown, amount estimated, 231-32
short-term obligations, 229
sick pay, 230
vesting, 230
Current Liabilities and Contingencies (ASC),
227-47
background, 227
contingencies, 233-37
current liabilities, 228-33
definition of key terms, 227-28
extracts, 23746
Current rate method, 284, 285
Current service cost, defined, 595
Current tax assets, 210
Current tax liabilities, 210
Current tax recognition, 215
Curtailments, 310-11

D

Debt, 61
Debt issuance costs, 194
Debt securities, OTTI of, 133-34
Declining balance depreciation method, 110-11
Defensive intangible assets, 170
Deferred income tax accounting, 157-58
Deferred income tax asset, defined, 207
Deferred income tax liability, defined, 207
Deferred tax

accounting for, 210-11

assets, 213-14

recognition, 215

temporary differences not recognized for, 212-13
Defined benefit obligation, measuring, 309
Defined benefit plans, 306, 325-27

accounting for, 307

defined contribution plans versus, 3067
key information about, 308
Defined contribution plans, 306, 324-25
accounting for, 307
classification of, 306
defined, 324
defined benefit plans versus, 306—7
Degree of influence, 162
Depreciable amount, defined, 107, 169
Depreciation, 109-11
accelerated methods, 110
declining balance, 110-11
defined, 107, 169
straight-line method, 110
Derecognition, 111, 120-23
of financial assets, 120-22
of financial liabilities, 123
Derivative financia! instruments (DFI), 61, 134
Derivatives
disclosure, 14.6-47
embedded, 135-37
financial mstruments and, 134-37
Diluted ~arnings per share (DEPS), 300-302
¢amnatation of, 300
identification of potentially dilutive securities,
300
if-converted method, 300-302
treasury stock method, 300
Dilution, defined, 297
Dilutive securities, 300
Direct financing leases, 262, 266—68
Direct method
defined, 37
indirect method versus, 39-40
Disclosure, 77-78
business combination and, 198
consolidated financial statements and, 187-88
for defined benefit and contribution plans, 327-
28
derivatives, 14647
earnings per share and, 302
entity-wide, 274-75
fair value, 146
financial statements and, 348
foreign currency and, 294
foreign currency net investment hedges, 147-48
hedge, 147
income tax and, 215-18
of interim information, 278
inventory and, 95
pension, 312-13
property, plant, and equipment, 111-12
requirements for guarantees, 237
revenue and, 104
segment, 274
Discounting, 214-15
Dividends, 27, 215, 253, 337, 338-41
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liquidating, 340

payable, 228

property, 339

scrip, 340

stock, 34041
Dollar-value LIFO, 89-90

computing, 90-91

defined, 81

double-extension method, 90

indexing methods, 90-92

link-chain method, 90
Donated capital, 337
Double-extension method, 90
Due process

under ASC, 6

prior to ASC, 5

E

Earnings Per Share (ASC 260), 297-304
background, 297
basic, 298-300
common stock, 297-98
definition of key terms, 297
diluted, 300-302
disclosures, 302
extracts, 302-303
presentation of, 298, 302
rights issues, 300
Earnings per share (EPS)
basic, 298-300
diluted, 300-302
presentation of, 298
Economic life, 109
EDGAR (Electronic Data Gathering, Anaiysis,
and Retrieval), 18
Edison Electric Institute (EEI), 17
Effective interest method, defix\2G; 249
Effective interest rate, 125
method, 125
Effective settlement, defined, 207
Embedded derivatives, 135-37
Emergency Economic Stabilization Act, 224
Emerging Issues Task Force (EITF), creation of
GAAP and, 3—4
Employee Benefits (ASC 715), 305-21
asset gains and losses, 311-12
curtailment and settlements, 310-11
defined benefit plans, 306, 307, 308
defined contribution plans, 306, 307
definition of key terms, 305-6
disclosure, 312-13
extracts, 313-19
income statement, 309
measuring defined benefit obligation, 309
pension assets and liabilities, 310
plan assets, 309
scope, 305
statement of financial position, 308-9
Energy Credit, 224

Entity-wide disclosures, 274-75
geographic areas, 274
major customers, 274—75
products and services, 274
Environmental remediation liabilities, 232-33
Equity
defined, 25
stockholders’, 27
Equity interests, defined, 183
Equity investments, in corporate joint ventures
and noncorporate entities, 164—66
Equity method, 155-64
change in level of ownership or degree of
influence, 162
deferred income tax accounting, 157-58
defined, 155
differences in fiscal year, 158-59
example of, 157, 158
initial measurement, 156
intercompany transactions, 160-61
investee income itcme, 161
investor accouring for investee capital
transactions; 161-62
investor share of investee losses, 159—60
investoi’s proportionate share of other
corunrenensive income items, 162
sieniticant influence in absence of ownership of
voting common stock, 163—64
subsequent accounting, 156-57
Equity Method Investments and Joint Ventures
(ASC 323), 155-67
background, 155
definition of key terms, 155
equity investments in corporate joint ventures and
noncorporate entities, 164-66
equity method, 155-64
Errors
defined, 43
prior period, 4850
Estimate, contingency versus, 234
Estimated current amount of liabilities, defined,
345
Estimated current value of asset, defined, 345
Exchange differences
defined, 283
recognition of, 293
Exit price, defined, 53
Expenses, 32, 284
defined, 31
External index, 90, 91
Extraordinary items, 32-33
defined, 31

F

Factoring

defined, 68

receivables, 73-76
Fair market value, 252, 253
Fair value
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defined, 53, 100, 107, 169
disclosures, 57-58, 146
estimating, 236-37
of leased asset, 263
measurements, 63—-64
measuring liabilities at, 256-57
of plan assets, 309
subsequent measurement and, 127-31
transfers between categories, 119
use of, 15
Fair Value (ASC 820), 53-65
definition of key terms, 53-55
disclosures, 57-58
extracts, 59—-64
measurement considerations, 5657
measurement principles, 55-56
option, 58
presentation and disclosure, 5859
scope, 53
scope exceptions, 55
valuation techniques, 56
Fair value hedge, 138, 14042
disclosures, 147
Fair value option (FVO), 58
FAS (free alongside), 82
consignment, 82
product financing arrangement, 82
right of return, 82-83
Finance receivables
held for investment, 61
held for sale, 61
Financial Accounting Standards Board (FASK),
2-3,5, 6,11, 20,39, 57,132, 170, 256, 284
conceptual framework, 21-22
conducting research through Web site, 22-24
creation of, 2
creation of GAAP and, 2-3
initiatives to reduce complexity; 13
Financial assets
classification of, 116-19
defined, 53
derecognition of, 120-22
transfers of, 121, 150
Financial instruments, defined, 115-16
Financial Instruments (ASC 825), 115-53
classification of financial assets and liabilities,
116-19
derecognition, 120-23
derivatives, 134-37
disclosures, 14648
excerpts from, 148-50
hedge accounting, 137-46
measurement, 123-34
recognition, 119-20
scope, 115-16
Financial instrument with off-balance-sheet risk,
defined, 54
Financial liabilities
classification of, 116-19
defined, 54

derecognition of, 123
fair value of, 128
Financial Reporting Releases (FRR), 2,7
Financial Reporting Standards (FRS), harmful
effects of, 14-15
Financial statements
components of, 346
consolidated, 184-85, 211-12
presentation of, 184
purpose of, 346
of reporting entity, 166
Financing, 284
Financing activities, 38-39
defined, 37
Firm commitment, defined, 54
First-in, first-out (FIFO) inventory costing
methods, 4, 44, 86-87, 93
Fiscal year, differences in, 158-59
FOB (free on board), 82
Foreclosed real estate, 150
Foreign Currency. (A ST 830), 283-96
definitions of k=y terms, 283
disclosure, 294
extracts, 294-95
functignal currency, 284
object ves and scope, 283
recegnition of exchange differences, 293
translation methods, 284-93
translation of foreign operation, 293-94
Foreign currency contracts, 61-62
Foreign currency net investment hedges, 147
Foreign operation
defined, 283
translation of, 293-94
Free alongside (FAS). See FAS (free alongside)
Free on board (FOB). See FOB (free on board)
Functional currency, 284
defined, 283
Funding policy, defined, 324
Future deductible temporary difference, defined,
207
Future product returns, 232
Future taxable temporary difference, defined,
207

G

GAAP
Accounting Standards Codification and, 4
creation of, 2—4, 5-6
defined, 1
hierarchy of, 6-8
materiality in application of, 8—10
objective of, 1
overview of, 1
problem solving, 19-21
researching, 1-24
researching nonpromulgated, 17-18
researching problems, 15-21
Sarbanes-Oxley Act and, 10-15, 11
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Generally accepted accounting principles
(GAAP). See GAAP
Goods
ownership of, 82
sale of, 102-3
in transit, 82
Goodwill, 196-97
identified intangible assets and, 202
Government Accountability Office (GAO), 18
Gross cash receipts, net versus, 40
Gross investment, 265
Gross profit method, 279
defined, 81
Guarantees, 234-37
disclosure requirements, 237

H

Hedge accounting, 137-46
accounting treatment, 138
cash flow hedge, 14244
conditions, 138—40
defined, 137
discontinuation of, 145-46
effectiveness assessment and measurement, 144—
45
fair value hedge, 14042
hedge of net investment in foreign operation, 144
relationships, 137-38
Hedge disclosures, 147
cash flow hedges, 147
fair value hedges, 147
Hedged item, 138
Hedge of net investment in foreign operatica, 144
Hedging instrument, 137-38
fair value hedge and, 140
Hedging relationship, 137-38
cash flow hedges, 138, 1424«
fair value hedges, 138, 14042
net investment in foreign operation, 138, 144
Held-to-maturity investments, 116
example of, 117-18
Highest and best use, defined, 54
Highly certain income tax position, defined, 208
Host contract, 135

I

Identifiable intangible assets, 200-201
Identified intangible assets, goodwill and, 202
If-converted method, 300-302
Impairment, 132-34, 173-74, 201-2
amortization and, 17677
other than temporary (OTTI), 132
Implicit interest rate, defined, 261
Imputed interest, 71-73
Income
approach, valuation, 56
comprehensive, 31, 32, 147-48
investee, 161
statement, 45, 309

Income Statement (ASC 225), 31-36
content, 31-33
definition of key terms, 31
extracts from, 34-35
format, 33
scope, 31
Income taxes, 346
accounting for uncertainty in, 214
disclosure, 215-18
payable, 229
Income Taxes (ASC 740), 207-26
accounting for deferred tax, 210-11
accounting for uncertainty in, 214
background, 207
consolidated financial statements, 211-12
current and deferred tax recognition, 215
current tax liabilities and assets, 210
deferred tax assets, 213—-14
definition of key terms, 207-8
disclosure, 215-18
discounting, 214-15
dividends, 215
extracts, 21825
tax rates, 214
temporery differences not recognized for deferred
tax,; 212-13
Income cax position, defined, 208
In'ct emental borrowing rate, defined, 261
Incurred but not reported (IBNR) claims, 233
Indefinite-lived intangibles, 177-78
Indexing methods, 90-92
external, 90, 91
internal, 90, 91
Indicative price, defined, 54
Indirect method
defined, 37
direct method versus, 3940
extract, 41
Indirect overhead, 84
Initial accounting, for business combination,
197-98
Initial measurement, 124
of equity method investment, 156
Initial recognition
income tax and, 214
intangible assets and, 176-78
Intangible assets, 159, 203
defensive, 170
defined, 169
identifiable, 200-201
identified, 202
leasehold improvements, 170-72
measurement of, 176-78
software developed for internal use, 172—75
Web site development costs, 175-76
Intangible Assets (ASC 350), 169-81
background, 169
defensible, 170
definition of key terms, 169
extracts, 179-80
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initial recognition and measurement of, 176-78
leasehold improvements, 170-72
software developed for internal use, 172-75
Web site development costs, 175-76
Intercompany transactions, 160-61, 284
Interest, imputed, 71-73
Interest cost, defined, 305
Interest rate, 134, 250
effective, 125
swaps, 62, 63
Interim financial report
contingencies and, 280
defined, 277
form and content of, 277-78
Interim financial statements, periods presented
by, 278
Interim period
defined, 277
measurement in, 27879
Interim reporting, 95
Interim Reporting (ASC 270), 277-81
accounting changes, 280
contingencies, 280
definition of key terms, 277
disclosure of interim information, 278
form and content of, 277-78
measurement, 278-79
objective, 277
periods presented by interim financial statements,
278
Internal index, 90, 91
Internal Revenue Code (IRC), 87, 157
International Accounting Standards Boa:d
(IASB), 7,18
International Financial Reporting Standards
(IFRS), 12
for Small and Medium-Sized :ntitics (SME), 12
Internet-based research sources, 18-19
Inventory
accounting for, 83
cost of, 83-85
defined, 81
first-in, first-out (FIFO), 86-87
last-in, first-out (LIFO), 87
manufacturing, 84-85
measurement of, 83
merchandise, 84
perpetual inventory system, 83, 86
purchase commitments, 95
raw material, 84
stripping costs during production in mining, 95
taxes and, 94
valued at selling price, 95
Inventory (ASC 330), 81-97
accounting for, 83
background, 81
cost flow assumptions, 85-87
cost of, 83-85
definition of key terms, 81
disclosure, 95

extracts, 96
FAS, 82-83
FOB, 82
interim reporting, 95
LIFO conformity rule, 92-93
LIFO liquidation, 87-91
lower of cost or market, 93-94
measurement of, 83
ownership of goods, 82
scope, 81
topics, 95
Inventory Price Index Computation (IPIC), 91
Investee income, 161
Investing activities, 38
defined, 37
Investments
carrying value of, 159-60
held-to-maturity, 116
Investor accounting, for investee capital
transactions, 161-62

J
Joint venture
corporate; 125
defined. 155
K
ick-out rights, 164
L
Last-in, first-out (LIFO) method, 4, 44, 51, 87, 93
Layaway, 103
Leasehold improvements, 170-72
Leases

capital, 263-64
classification of, 261-63
defined, 261
direct financing, 262, 266—-68
lessee classification, 261-62
lessor classification, 262
leveraged, 263, 268
operating, 263, 265
sales-type, 262

Leases (ASC 840), 261-70
background, 261
classification of, 261-63
definition of key terms, 261
extracts, 269
lessee accounting, 263—65
lessor accounting, 26568
sale-and-leaseback transactions, 268—69

Lease term, 171

Legal capital, 332-34

Lessee accounting, 263—65
capital leases, 263-64
operating leases, 263

Lessee classification, 261—62

Lessor accounting, 265-68
direct financing leases, 26668



Index

365

leveraged leases, 268
operating leases, 265
sales-type leases, 265—66
Lessor classification, 262
Leveraged leases, 263, 268
Liabilities, 26-27
accounts payable, 26
accrued, 228
accrued expenses, 27
advances and deposits, 27
agency collections and withholdings, 27
classification of, 116-19
current, 228-33
current portion of long-term debt, 27
current tax, 210
deferred income tax, 207
defined, 25, 227
dividends payable, 27
environmental remediation, 232-33
estimated current amount of, 345
financial, 54
measuring at fair value, 256-57
pension, 310
related to discontinued operations, 150
trade notes payable, 26
LIFO conformity rule, 92-93
weighted-average and moving-average, 92-93
LIFO liquidation, 87-91
computing dollar-value LIFO, 90-91
defined, 81
dollar-value LIFO, 89-90
pooling approach, 89
Limited liability companies (LLC)
equivalent to corporations, 165-66
maintaining specific ownership account tor each
investor, 165
Limited partnerships (LP)
controlled by general partneis, 105
controlled by limited partners, 165
equity investments in, 164—65
Link-chain method, 90, 91
Liquidating dividends, 340
Liquidation of LIFO inventories, defined, 277
Loan losses, allowance for, 149-50
Loans receivable, 149
Locked-up assets, 176. See also Defensive
intangible assets
Long-Term Liabilities (ASC 480 and 835), 249—
58
definition of key terms, 249
mandatorily redeemable shares, 253-55
measuring liabilities at fair value, 25657
notes and bonds, 249-53
obligations to issue or repurchase shares, 255-56
Loss contingency, 233-34
Lower of cost or market (LCM), 83, 93-94
defined, 81

M

Maintenance fees, 173

Mandatorily redeemable shares, 253-55
at death of holder, 254-55
defined, 249

Manufacturing inventories, 84-85

Marketable securities, 61

Market approach, valuation, 56

Market participants, defined, 54

Market rate, defined, 249

Market risk premium, defined, 54

Markets
active, 53
most advantageous, 54
participants, 54
principal, 55
risk premium, 54

Materiality
in application of GAAP, 8-10
defined, 89
qualitative component to, 10
quantitative component to, 9

Measurement
of cost, 109
financial instiuraents and, 123-34
financial ctarsments and, 34647
hedge =ffeciiveness, 144—45
inceir- tax and, 214
witiag, 124
ot intangibles, 17678
of inventories, 83
principles, 55-56
after recognition, 109
at recognition, 108-9
of revenue, 100-101
subsequent, 124-31

Merchandise inventory, 84

More likely than not (MLTN), defined, 183

Mortgage rates, 134

Mortgage servicing, 149

Most advantageous market, defined, 54

Moving-average method, 92-93

Multiemployer plan, defined, 305

Multiple-pooling method, 90

N

NASDAQ Capital Market, 239—40
Natural business unit method, 90
Net assets acquired, 194-96
Net assets available for benefits

defined, 324

example, 326
Net cash receipts, gross versus, 40
Net realizable value, defined, 55, 81
Net worth

defined, 345

statement of changes in, 346, 349
Noncash disclosures, 39
Noncash transactions, 252-53
Noncontrolling interest, defined, 184
Noncontrolling interests, 185
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Index

Nonpromulgated GAAP, researching, 17-18
Notes, 249-53
issued for cash and right or privilege, 251
issued solely for cash, 250
noncash transactions, 252-53
Notes payable, 228
Not-for-profit entities (NFP), 191

o

Off-balance-sheet risk, financial instruments
with, 150
Offsetting, 27, 128
One-line consolidation. See Equity method
Operating activities, 39
defined, 37
Operating cycle, defined, 228
Operating leases, 263, 265
Operating segments, 271-72
Orderly transaction, defined, 55
Outstanding stock, defined, 331
Overdrafts, 69
Overhead costs, 84
indirect, 84
Owners, defined, 184
Ownership
absence of, of voting common stock, 163-64
change in level of, 162
of goods, 82

P

Paid time off, 230-31
Parent (company), defined, 184
Participants, defined, 324
Par value method, 341

defined, 331
Past service cost, defined, 305
Payee known, current liabilities, 228
Payments, share-based, 55
Pension assets and liabilities, 310
Pension plans, cost of, 316
Percentage-of-sales method, 70, 71
Permanent differences, defined, 208
Perpetual inventory system, 83, 86

Personal Financial Statements (ASC 274), 345-

52
definition of key terms, 345
disclosures, 348
hypothetical set of, 348-51
measurement, 34647
purpose and components of, 346
scope, 345
Personal property taxes, 229
Petty cash, 69
Plan assets, 309
defined, 306
return on, 306
Pledging, receivables, 73-74
Pooling approach, 89
Pools, for wholesalers, retailers, jobbers, 90

Postretirement benefit plans, 313-19
Potential common stock, defined, 297
Potentially responsible party (PRP), 232
Preferred stock, 330-31
Prepaid expenses, 76-77
amortization, 77
example of, 77
Presentation currency, defined, 283
Present value of cash flows (PVCF), 133
Present value of defined benefit obligation,
defined, 306
Present value (PV), 262
Prices, indicative, 54
Primary beneficiary, defined, 184
Principal market, defined, 55
Principles-based standards, rules-based versus,
11-12
Prior period errors, correction of, 48-50
disclosures in respect to, 48
Probability, of future events, 233
Product costs, 278
Product financirng arrangement, 82
Product warrantes, 231
Profit and-1yss test, 272
Project¢q uafunded benefit obligation, defined,
306
Pru.erty, plant, and equipment, defined, 107
Prouperty, Plant, and Equipment (ASC 360), 107-
13
background, 107
definition of key terms, 107
depreciation, 109-11
derecognition, 111
disclosure, 111-12
extracts from, 112
recognition of asset, 108-9
Property dividends, 339
Prospective effectiveness, 145
Public Company Accounting Oversight Board
(PCAOB), 10, 14
Published price quotation, 128
Purchase method, 156
defined, 192

R

Raw material inventory, 84
Receivables, 69-76
example of, 69-70
imputed interest, 71-73
pledging, assigning, and factoring, 73—76
valuation allowance for uncollectible amounts,
70-71
Recognition
current and deferred tax, 215
financial instruments and, 119-20
Recognition, of asset, 108-9
criteria for, 108
measurement after, 109
measurement at, 108-9
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Reconciliations, 274
Record of decision (RoD), 232
Recourse
defined, 68
factoring of receivable without, 74-75
Refundable deposits, 228
Remeasurement method, 284, 290-93
Replacement costs, 94, 108
Reportable segments, 272-73
assets test, 272—73
defined, 271
profit and loss test, 272
revenue test, 272
Reporting entity, change in, 47-48
Repossessed assets, 150
Research
defined, 169
through FASB codification Web site, 22-24
GAAP problems, 15-21
Internet-based sources, 18—-19
procedures, 16—17
search authoritative, 17
strategy, 17
Research and development (R&D), 172
Residual value, 178
Residual value of an asset, defined, 107, 169
Restatement, defined, 43
Restricted share, defined, 331
Retained earnings, 33742
defined, 331
Retirement benefit plans, 324
Retrospective application, 46
Retrospective effectiveness, 145
Return on plan assets, defined, 306
Revenue, 31-32
defined, 31, 100
measurement of, 100-101
test, 272
Revenue Recognition (ASC 605), 99-106
background, 99-100
definitions of key terms, 100
disclosures, 104
extracts, 104-5
identification of transaction, 10
measurement of revenue, 100-101
rendering of services, 104
sale of goods, 102-3
scope, 100
Right of return, 82-83
Rights issues, 300
Royalty commitment, 245-46
Rules-based standards, principles-based versus,
11-12

S

Sale-and-leaseback transactions, 268—-69
Sale of goods, 102-3

Sales incentives, 231

Sales markets, 284

Sales prices, 284
Sales-type leases, 262, 265-66
cost, 265
fair value of leased asset, 265
gross investment, 265
Sarbanes-Oxley Act, 2, 10-15
AICPA and, 14
development of GAAP and, 11
effects of Financial Reporting Standards and, 14—
15
FASB initiatives and, 13
internal control assessments, 10—11
principles- versus rules-based standards, 11-12
standards overload and, 12-13
Scrip dividends, 340
Seasonality, defined, 277
Securities and Exchange Commission (SEC), 2,
99, 132, 162, 172,277
guidance in ASC, 7
Security deposits. See Refundable deposits
Segment disclosures, 274
information abous, 274
interim-period intormation, 274
reconciliations, 274
Segment Reporting (ASC 280), 271-76
backgound, 271
aeinition of key terms, 271
entity-wide disclosures, 27475
extracts, 275
operating segments, 271-72
reportable segments, 27273
restatement of previously reported segment
information, 275
scope, 271
segment disclosures, 274
Services, rendering of, 104
Settlements, 310-11
Severance, 242-44
Share-based payments, 55
Share-based payment transactions, 215
Shareholders’ equity, statement of, 35
Shares
issuance of, 333-34
mandatorily redeemable, 253-55
obligations to issue, 255
obligations to repurchase, 255-56
retained, 331
Short-term obligations, 229
Sick pay, 230
Significant influence
in absence of ownership of voting common stock,
163-64
defined, 155
Software for internal use, 172-75
amortization, 174-75
costs subject to capitalization, 17273
impairment, 17374
Spot rate, defined, 283
Staff Accounting Bulletins (SAB), 7
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Index

Standards
overload, 12-13
principles- versus rules-based, 11-12
Statement of Cash Flows (ASC 230), 37-42
cash flow per share, 40
classification, 38—-39
considerations, 38
definition of key terms, 27
extracts from, 41
gross versus net basis, 40
presentation, 39-40
scope, 27
Statement of Changes in Equity, 45-46
Statement of changes in net worth, 346, 349
Statement of Financial Accounting Concepts
(CON), 20, 21
Statement of financial condition, 346, 348—49
Statement of financial position, 308-9
Statement of Financial Position (ASC 210), 25-30
definition of key terms, 25
extracts from, 28-29
scope, 25
structure and content, 25-27
Statement of Income and Retained Earnings, 50
Stock
capital, 332-34
common, 297-98
outstanding, 331
preferred, 332-33
subscriptions, 334-35
treasury, 27, 332, 341-42
Stock-based compensation, defined, 332
Stock dividends, 340-41
large, 341
small, 34041
Stockholders’ equity, 27
Stockholders’ Equity (ASC 505), 25143
additional paid-in capital, 332-37
background, 331
definitions of key terms, 331-32
legal capital and capital stock, 332-34
retained earnings, 33743
stock subscriptions, 334-35
Stock prices, 134
Stock rights, defined, 332
Straight-line depreciation method, 110
Subsequent accounting, 156-57
Subsequent measurement, 124-31
amortized cost, 124-27
fair value, 127-31
Subsidiary
defined, 184
disclosures, 187

Tangible assets, 159
Taxes
accrued real estate, 229
personal property, 229

Tax position, 214
Tax rates, 214
Tax Reform Act, 157
Temporary differences
defined, 208
not recognized for deferred tax, 212-13
Trading, 127
Trading securities, 116, 117
example of, 118, 129
fair value and, 127
Transaction
components of, 101
identification of, 101
intercompany, 160-61, 284
noncash, 252-53
sale-and-leaseback, 268—69
share-based payment, 215
Transfer, defined, 68

Translation, of foreign operation, 293-94

Translation methods, foreign currency and, 284—

93
Treasury stock. %7, 341-42
accounting o1, 342

constructize retirement method, 341-42

cost.meachoaq; 341

defined, 332

na -~value method, 341
Treusury stock method, 300

U

Unasserted claims, 234

Uncollectible amounts, valuation allowanced for,

70-71
Underlyings, 134
Unearned revenues, 228
Useful life, 178
defined, 107, 169
expected, 109

\Y%

Valuation allowance, 208
for uncollectible amounts, 70-71
Valuation techniques, 56, 128
cost approach, 56
income approach, 56
market approach, 56
Variable interest, defined, 184

Variable interest entity (VIE), 164, 183, 186-87,

191, 235
defined, 184
Vested benefits, 328
defined, 324
Vesting, 230

W

Web site, development costs of, 175-76
Weighted-average method, 92-93
Working capital, 117
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