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A

Abnormal spoilage, 52
ABO (accumulated benefit
obligation), 365-366
Absences, compensated, 262
Accelerated methods for
depreciation, 151-153
Accounting consolidation, 235
Accounting for Government
Grants and Disclosure of
Government Assistance (IAS
20), 2-3
Accounting for inventories, 53—
54, 62-67, 69-71, 73-75, 78-81
controls, 69-71
cycle counting procedure, 65—
66
examples, 53-54
forms, 73-75
inbound consignment
inventory, 67
journal entries, 78-79
obsolete inventory review, 67
part logging procedure, 66
periodic inventory, 63—-65
perpetual inventory, 65-66
physical count procedure, 63—
65
policies, 62
procedures, 63—-67
recordkeeping, 80-81
reports, 73-75
Accounting for Leases (IAS 17),
206, 329, 331-332, 340-342
Accounting for lessee, 331-335,
343-344
Accounting for lessor, 335
Accounting for Revenue
Arrangements with Multiple
Deliverables (EITF Issue 00-
21), 100
Accounting Policies, Changes in
Accounting Estimates and
Errors (IAS 8), 3, 239, 378
Accounting staff, 109
Accounts payable, 260, 277-278
Accounts receivable:
cash to, 19
defined, 10
journal entries for, 36-37
for long-term payments, 36
payment due from, 36
and recourse obligation, 36
sale of, 36
write-offs, 37
Accrued benefits, 292-293
Accrued benefit obligation, 358
Accrued bonuses, 293
Accrued commissions, 293
Accrued liability (accrued
expenses), 258, 261

Index

Accrued pension costs, 358
Accrued postretirement benefit
obligation, 358
Accrued property taxes, 293
Accrued royalties, 293
Accrued salaries, 293
Accrued taxes, 293
Accrued vacation pay, 293-294
Accrued wages, 293
Accrued warranty claims, 294
Accumulated benefit obligation
(ABO), 365-366
Acknowledgment of bill and hold
transactions, 120-121, 136
Acquirees, 235
Acquiree assets, 237-239
Acquirers, 235
Acquisitions:
defined, 235
reverse, 243-244
Actuarial gains, 358
Actuarial losses, 358
Actuarial present value, 358
Actuarial valuation, 358
Additional paid-in capital, 373
Adjusting events after the
reporting period, 258
Advances, 261
Agency liabilities, 261
Aging report, 32
Allocated shares, 373
Amortization:
of allocatec asict valuation,
221
defirea, 137, 296, 358-359
Annu.! offective tax rate, 418
Appropriation, 373
Assed(s). See also Intangible
asse(s
acquiree assets, 237-239
available-for-sale financial
assets, 190, 193
contingent, 258
corporate, 138
fixed, 138
intangible, 157-161, 166-167,
170, 172-173, 182, 184, 239—
240
inventory of, 167-168
jointly controlled assets, 201
long-lived, 137-188
monetary, 139
nonmonetary, 139
plan, 361
similar productive assets, 140
Asset ceiling, 359
Asset impairment:
disclosure of, 181-182
example, 155-157
impairment loss, 155-157
long-lived, 155-157, 170, 181—
182

property, plant, and equipment,
155-157, 170
testing for, 170
Asset payments, 168
Asset retirement obligation, 137
Asset sales, 126127
disclosure of, 126-127
gain or loss on, 126-127, 169
property, plant, and equipment,
169
recording, 169
Assignments, 11-13
Associates, 190
Attached rights, notes with, 303
Attribution, 359
Authorization:
bad debt write-offs, 23-24
date of, 258
Authorized shares:
defined, 373
disciosure of, 402—403
Avcilable-for-sale financial
asszs, 190, 193
Available-for-sale investments,
195-196, 215-217, 229-230
controls, 217
example, 195-196
journal entries, 229-230
procedures, 215-216

B

Bad debt(s), 16-17
Bad debt authorization form, 31
Bad debt expenses, 37
Bad debt recognition, 34
Bad debt reserves, 23
Bad Debt Write-Off Approval
Form, 23
Bad debt write-offs, 23-24
Balance agreements, 34
Bank accounts, 21-22
Bank reconciliation report, 28-29
Bargain purchase option (BPO),
328,333
Barter revenues, 104, 114, 126
controls, 114
disclosure of, 126
policies, 104
Benefit(s):
accrued, 292-293
employee, 359
postemployment, 287-288, 361
postretirement, 358-371
retirement benefit plans, 362
retroactive benefits, 362
short-term employee benefits,
362
termination, 362
vested, 363
Benefit obligation:
accrued benefit obligation, 358
expected postretirement, 360



projected, 362
Bill and hold transactions, 88-89,
108-109, 120-121, 125, 133
acknowledgment of, 120-121
disclosure of, 125
examples, 88—-89
journal entries, 133
processing, 108-109
Billings, 107
Bond(s), 298-301, 305-306, 310-
312, 314-315, 317-318, 323-
324
borrowing, 311-312
callable, 297
controls, 314-315
converted, 403
defined, 297
at discount, 300-301
effective interest method for,
301-302
face value of, 300-301
forms, 317
journal entries, 323-324
loan borrowing/paydown form,
317
loan collateralization report,
312,318
policies, 310
at premium, 300-301
procedures, 311-312
reports, 318
retirement of, 305-306
scheduled retirement of, 305—
306
serial, 298
Bond issue costs, 297
Bond Ledger Sheet, 219-220
Bond status report, 318, 319
Bonuses, 261-262
accrued, 293

Index

goodwill impairment testing,
240-242

and intangible assets, 239-240

journal entries, 255-256

leveraged buyouts, 243, 247—
248

and noncontrolling interests,
243

policies, 248-249

procedures, 249-250

reports, 250

and reverse acquisitions, 243—
244

and spin-off transactions, 245—
246

in stages, 244-245

terms, 235-236

Business Combinations (IFRS 3),

2-3, 162, 238, 239, 244-245

Buy-back shares, see Treasury

shares

Buyouts, 247-248. See also

Leveraged buyouts

C

Callable bonds, 297, 373
Callable obligations, 321
Capital. See also Legal caniial

additional paid-in capiiii, 373

contributed, 374

legal capital. 374-379, 390,
397, 399-40¢ 410

share, 378-27Y, 390, 393-394,
397, 292-400, 410

Capitalization limit, 138
Capitalization of interest, 144—

A5

Capital purchase proposals, 168—

169
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and mailroom remittance
receipt, 27-28
petty, 20-21
policies, 18
procedures, 19-22
receiving, 20
reconciling, 20-22
recordkeeping, 37-38
reports for, 27-30
restrictions on, 33-34
and revenue recognition, 90
terms for, 10-11
in uninsured accounts, 34
Cash deposits, 221
Cash dividends, 404
Cash flow hedges, 4344, 47
concepts, 43—-44
controls, 47
defined, 39
examples, 43—44
Cash iurecasting model, 29-30
Cach-generating unit, 138, 161,
235
Cash payments, 114-115, 133
Changes in Existing
Decommissioning, Restoration
and Similar Liabilities (IFRIC
1), 267
Chief operation decision maker,
429
CIF (cost, insurance and freight),
53
CIP, see Construction in process
Claims:
accrued warranty claims, 294
unasserted, 290
Closing rate, 436
Collateral:
defined, 11, 297
receivables as, 12—-13, 35

Capital stocks, 374
. Capital structure, 402
Book inventory, 51 Carrying amount, 138, 190

Book value, 137 .
> C lue, 297
Book value approach, 297, 307 C:gimg value

Collection:
of overdue accounts, 109-110
policies, 104

Collection actions report, 31-32

staff bonus, 291

Boot, 137
Borrowing Costs (1AS 23), 144
Borrowing rate, incremental, 330
BPO, see Bargain purchase option
Business combinations, 235-256
and acquiree assets, 237-239
concepts, 236247
consolidation of, 246-247
and contingency, 242-243
controls, 250
decision tree for, 247-248
defined, 235
disposal of, 246
examples, 236-247
fair value determination, 237—
239
footnotes, 250-255
forms, 250

to accounts receivable, 19

and balance agreements, 34

and bank accounts, 21-22

and bank reconciliation report,
28-29

and cash forecasting model,
29-30

concepts, 11-12

controls, 24-26

and credit card payments, 20

to customers, 90

defined, 11

depositing, 20

examples, 11-12

footnotes on, 33-34

forms for, 27-28

journal entries for, 35

Commercial substance, 141
Commissions, 262, 293
Commission calculation
worksheet, 281, 282
Comparability, 2
Compensated absences, 262
Compensation:
balance agreements, 34
share-based, 375-376, 407
Compensatory plans, 373
Comprehensive income:
defined, 39, 138, 190, 436
other, 40, 139, 192, 437
Computer software sales, 128—
129
Concentration risk, 289
Consignment inventory, 54
defined, 51-52
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inbound, 67
inbound consignment
inventory, 67
Consignment revenue, 126
Consolidated and Separate
Financial Statements (I1AS 27),
246
Consolidated financial statements:
defined, 190, 236
terms, 235-236
Consolidation:
of business combinations, 246—
247
defined, 235
proportional, 192
Construction Contracts (IAS 11),
95,207
Construction in process (CIP), 85,
91,92, 147-148
Constructive obligation, 258
Constructive retirement method,
374, 385
Contingencies, 242-243
concepts, 269-273
considerations for, 242-243
controls, 280-281
debt covenant violation, 272
defined, 258
disclosure of, 292
examples, 269-273
financial guarantee contracts,
272-273
litigation, 272
recordkeeping, 294-295
terms, 253-260
Contingent assets, 258
Contingent settlement provisions,
297
Contract(s):
employment contract
liabilities, 285
financial guarantee contragiz,
272-273
long-term construction
contracts, 90-94, 104, 110—
111, 115-117, 133-134
onerous, 259, 267
service, 95
Contract costs, 92
Contract liabilities, 285
Contract revenue recognition,
125-126
Contributed capital, 374
Contribution pension plan, 359,
363
Contributory plans, 359
Controlling financial interest, 235
Conversion:
defined, 436
subsequent change in, 308
Converted bonds, 403

Index

Convertible debt, 306-308, 311,
313, 316-317, 322
controls, 316-317
defined, 297, 374
disclosure of, 322
example, 306-308
policies, 311
procedures, 313
residual allocation method,
306-308
and subsequent change in
conversion, 308
Convertible preferred shares,
379-380
Corporate assets, 138
COSO Implementation Guide, 5
Cost(s):
bond issue costs, 297
current service cost, 359
decommissioning, 146, 291
defined, 138, 190-191
environmental, 291
estimated, 92
executory, 329
initial direct costs, 329
interest cost component, 360
for lease termination, 352
for long-term debt, 302—302
lower of, 52
net periodic pension ccsi, 360
past service cost’, 351
precontract, .
prepaid pei sicn costs, 362
prior ser ice costs, 362
R&D cosis, 162-164, 167, 173
resimcturing, 291
uniccognized prior service
costs, 362
Cost, insurance and freight (CIF),
53
Cost method, 191, 374
Cost model, 153-155, 158
Cost recovery method, 85, 87, 97
Costs incurred to date, 92
Cost-to-cost method, 85, 93
Count procedure:
cycle counting procedure, 65—
66
physical count procedure, 63—
65
Count supervisor, 65
Covenant, 297
CPM (critical path method) chart,
111
Credit facilities, 320
Credit ratings, 105-106
Critical path method (CPM) chart,
111
Cumulative, 374
Currency:
foreign, 436453

functional, 437, 438, 441-444,
448-449
presentation, 437, 439-441,
448
Current investment, 191
Current liabilities:
accounts payable, 260, 277—
278
advances, 261
agency liabilities, 261
bonuses, 261-262
commission calculation
worksheet, 281, 282
commissions, 262
compensated absences, 262
concepts, 260264
controls, 278-280
debt, 262-263
defined, 258
dividends payable, 261
employee terminations, 263
¢mployment contract
'1abilities, 285
examples, 260-264
footnotes, 285
forms, 281-285
geographic risk, 285-286
government investigation, 286
industry risk, 286
insurance, 289
journal entries, 292-294
litigation, 286-287
notes payable, 260-261
outsourced production liability,
287
policies, 277
postemployment benefits, 287—
288
presentation, 260
procedures, 277-278
property taxes, 263-264
purchasing commitments, 288
recordkeeping, 294-295
reports, 281-285
reseller liability, 288
royalties, 264, 288-289
royalty calculation spreadsheet,
283-284
self-insurance liability, 289
supplier concentration risk, 289
taxation disputes, 290
terms, 253-260
unasserted claims, 290
unearned revenues, 261
vacation accrual spreadsheet,
284-285
vacation liability, 290
wage accrual spreadsheet, 281,
283
wages, 264
warranty liabilities, 291
Current service cost, 359



Curtailment, 359
Customer(s):
cash paid to, 90
credit ratings of, 105-106
disclosure of, 129
foreign, 129
and revenue recognition, 90,
129
Customer credit application, 119—
120
Customer reporting procedure,
433
Customer service staff, 109
Cycle counting, 52, 65-66
Cycle counting report, 74

D

Data entry person, 65
Date:
authorization date, 258
maturity date, 297
measurement date, 375
transaction date, 438
Date of declaration, 374, 383
Date of grant, 374-375
Date of payment, 374
Date of record, 374, 383
Debenture, 297
Debt, 262-263
bad debt expenses, 37
bad debt recognition, 34
bad debt reserves, 23
bad debt write-offs, 23-24
convertible, 297, 306-308,
311, 313, 316-317, 322
long-term, 296-327
secured, 298
Debt covenant violation, 272
Debt extinguishment:
controls, 316
example, 304-305
journal entries, 324-325
policies, 310-311
procedures, 312-313
Debt restructuring, 321
Debt securities:
controls, 217
examples, 196-197
investments in, 196-197, 214,
217, 230-232
journal entries, 230-232
policies, 214
in portfolios, 197
transferring, 214, 231-232
Decision tree:
for business combinations,
247-248
dividends, 389-390
foreign currency, 446
for inventory, 59-61
investments, 211-212
leases, 342-343

Index

long-lived assets, 164—165
long-term debt, 309
for receivables, 17
for revenue recognition, 102—
103
segment reporting, 431-432
shareholders’ equity, 389-390
Declaration date, 374, 383
Decommissioning costs, 146, 291
Defeasance, 297
Deferred dividends, 404
Deferred gross profit, 85
Deferred tax benefits, 197-198
Deficit, 374
Defined benefit obligation, 362
Defined benefit pension plan,
359, 363
Defined contribution pension
plan, 359, 363
Deposits, 221
Depreciable amount(s), 138, 149
Depreciation:
accelerated methods for, 151—
153
calculation of, 167
defined, 138
property, plant, and equipvent,
149-153, 167
straight-line, 150-152
units of production
depreciation methea, 153
Derecognize, 1%
Derivative (tevm) 39
Derivative {inancial instruments,
48-49
Deveiopment, 138. See also
Research and development
Difterential, 191
Direct costs, 329
Direct financing leases, 337-339,
347-349, 354
disclosure of, 354
example, 337-339
and lessors, 337-339, 347-349,
354
procedure, 347-349
Disclosure:
of asset impairment, 181-182
of asset sales, 126—127
of authorized shares, 402—403
of barter revenues, 126
of bill and hold transactions,
125
of callable obligations, 321
of capital structure, 402
of cash deposits, 221
of cash dividends, 404
computer software sales, 128—
129
consignment revenue, 126
contingencies, 292
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contract revenue recognition,
125-126

converted bonds, 403

convertible debt, 322

of credit facilities, 320

of customers, 129

of debt restructuring, 321

of direct financing leases, 354

of dividends, 404

of employee share purchase
plan, 405

of employment contract
liabilities, 285

of equity investments, 223, 402

of equity method for
investments, 223, 225-226

of ESOPs, 405

of events after reporting
period, 292

of fair value, 224

of {Creign customers, 129

¢f 1zanchise sales, 131-132

o° free rent periods, 353

of geographic risk, 285-286

of goodwill, 182

of government investigation,
286

of Greenmail share, 407

of held-to-maturity
investments, 224

of industry risk, 286

of installment sales, 129

of insurance, 289

of intangible assets, 182

of inventory, 77

of investment properties, 227—
228

of investments, 222-223

of joint ventures, 226227

of leases, 351-352

of lease termination costs, 352

by lessees, 351-352

of liability, 288

of life insurance proceeds, 127

of litigation, 286-287

of loan guarantees, 320

of loans, 318, 320-322

of membership fees, 127-128

of method of investment, 221—
222

of motion picture revenue, 132

of multiple deliverable
arrangement, 130-131

of noncash dividends, 404

of nonstandard method of
investment, 225

of operating leases, 354

of options, 409

of outsourced production
liability, 287

of par value change, 406
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of postemployment benefits,
287-288
of provisions, 291
of purchasing commitments,
288
of redeemable preferred shares,
403404
of related party leases, 353
of related-party loans, 320
of research and development
revenue, 127
of reseller liability, 288
of reserved shares, 406
of retained earnings, 406
revenue recognition, 123-132
for rights of return, 130
of royalties, 288-289
of sale-leaseback transactions,
352-354
of sales returns, 128
of sales-type leases, 354
of securities accounts, 225
of self-insurance liability, 289
of share appreciation rights,
409
of share-based compensation,
407
of share capital repurchase
program, 406-407
of share contributions, 408
of shareholders’ equity, 376—
378
of share redemption
agreements, 408
of shares, 405-406
of share splits, 408—409
of shares sale, 403
of share subscriptions, 403
of stock warrants, 323
of subleases, 353
of supplier concentration risk,
289
of taxation disputes, 290
of treasury shares, 407
of unasserted claims, 290
of vacation liability, 290
of warrants, 409—410
of warranty expense allowance,
128
of warranty liabilities, 291
of warranty revenue, 127
Discount:
bonds at, 300-301
on capital stock, 374
defined, 297
Discrete views, 418
Disposal groups, 146
Dispositions, 145-147
Dividends, 383-384, 389-391,
395, 397-398, 404, 411-412
cash, 404
controls, 397-398

Index

decision tree, 389-390
deferred, 404
disclosure of, 404
example, 383-384
issuing, 395
journal entries, 411412
liquidating, 375
noncash, 404
policies, 391
property, 383, 395
recording, 389-390
share, 383
Dividends payable, 261
Donations, 147

E

Early payment discounts, 15, 37
Earnings, see specific types, e.g.:
Retained earnings
Economic life of leased property,
329
ED, see Exposure Draft
Effective interest method, 297,
303
for bonds, 301-302
controls, 316
defined, 297
example, 301-302
journal entries, 324
for long-term debt, 201-302,
312,316, 324
procedures, 212
Effective rate (m-rket rate, yield),
297
Effective ¢2x rate, 418
The-E/tects of Changes in Foreign
Txchange Rates (IAS 21), 40,
42,139, 425,437, 441, 444
EITF Issue 00-21 (Accounting for
Revenue Arrangements with
Multiple Deliverables), 100
Emerging Issues Task Force, 100
Employee benefits:
defined, 359
other long-term employee
benefits, 360
short-term, 362
Employee Benefits (IAS 19), 40,
139, 360, 364-366, 437
Employee share purchase plan,
405
Employee share subscriptions,
394-395
Employee stock ownership plans
(ESOPs), 388-389, 393, 405,
415
defined, 374
disclosure of, 405
example, 388-389
journal entries, 415
policies, 393
Employee terminations, 263

Employment contract liabilities,
285
Entity-specific value, 138
Environmental costs, 291
Equity investments:
disclosure of, 223, 402
market value of, 223
Equity method for investments,
198-200, 214-218, 232-233
controls, 217-218
defined, 191
disclosure of, 223, 225-226
examples, 198-200
journal entries, 232-233
policies, 214-217
reduced, 225-226
Equity securities, 192-195, 213,
228-229
ESOPs, see Employee stock
ownership plans
Estimai=d annual effective tax
rate, 118
[istinated costs, 92
Estimated liability, 258
Evaluation:
of capital purchase proposals,
168-169
of intangible assets, 239-240
Events after reporting period:
adjusting, 258
concepts, 273-276
defined, 258-259
disclosure of, 292
examples, 273-276
nonadjusting, 259
recordkeeping, 294-295
terms, 253-260
Events After the Balance Sheet
Date (IAS 10), 273, 276
Excess material usage report, 76—
77
Exchange, 138
Exchange difference, 436
Exchange rates:
defined, 436
foreign currency, 445
Executory costs, 329
Expected long-term rate of return
on plan assets, 359
Expected postretirement benefit
obligation, 360
Expected present value form, 250
Expected return on plan assets,
360
Expenses:
accrued, 258
bad debt expenses, 37
prepaid, 10-12, 26, 37-38
Experience adjustments, 360
Exposure Draft (ED), 245, 271
Extension calculation clerk, 65
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Face (maturity) value:
of bonds, 300-301
defined, 297
Factoring, 11, 13
Factoring with recourse, 14
Factor’s holdback, 11
Fair value:
of acquiree assets, 237-239
after reporting period, 224
defined, 85, 138, 191, 360, 436
disclosure of, 224
Fair value determination, 237—
239
Fair value hedges, 40-43, 4647
concepts, 4043
controls, 4647
defined, 39
examples, 4043
Fair value less costs to sell, 236
Fair value of leased property
(FMV), 329
FAS (Free Alongside), 53
FAS 131, 430
FASB, See Financial Accounting
Standards Board
FDIC insurance limits, 221
Fees:
initiation, 85
installment, 85
membership, 127-128
FIFO, see First-in, first-out
inventory valuation method
Finance income, 331
Finance leases, 344-346
defined, 329
and lessee, 344-346
procedures, 344-346
Financial Accounting Standards
Board (FASB):
Emerging Issues Task Force, 100
and TASB, 144
Short-Term Convergence project,
144
Financial assets, 190
Financial guarantee contracts,
272-273
Financial instruments:
defined, 40
derivative, 48-49
recordkeeping, 49-50
terms for, 3940
valuation of, 49
Financial Instruments:
Presentation (IAS 32), 260, 306,
308, 309
Financial Instruments:
Recognition and Measurement
(IAS 39), 40-44, 139, 272, 437
Financial interest, controlling,
235

Index

Financial Reporting in
Hyperinflationary Economies
(IAS 29), 440, 448

Financial Reporting of Interests
in Joint Ventures (1AS 31), 200—
204, 227

Financial reports, interim, 418

Financial statements:

consolidated, 190, 235-236

foreign currency, 437, 447,
449-450, 452

separate, 192—-193

Financing leases, 337-339, 347—
349, 354

Finished goods, 52

Firm commitment, 191

First-in, first-out (FIFO)
inventory valuation method, 56—
57

defined, 52
disclosure, 77
example, 57

Fixed assets, 138

Fixed options, 374

FMV (fair value of leased
property), 329

FOB (Free on Board), 53

Forecasted transactions, 40, 1¢1

Foreign currency, 436452

concepts, 438-446

controls, 449-450

decision tree, +4¢

defined, 427

example:, 458446

exchange cates, 445

focinotes, 451-452

1orass, 450451

and functional currency, 441—
444, 448-449

hyperinflationary economy
determination, 447-448

intercompany transactions
with, 445-446

journal entries, 452

policies, 447

and presentation currency,
439-441, 448

procedures, 447-449

recordkeeping, 453

terms, 436438

transaction reporting, 444-445,
447, 449, 450, 452-453

Foreign currency financial
statements, 437, 447, 449-450,
452

Foreign currency hedges, 45—46

concepts, 45-46
defined, 40
examples, 45-46

Foreign currency transactions,
437, 444-445, 447, 449, 450,
452-453
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Foreign currency translations, 437
Foreign customers, 129
Foreign entity, 437
Foreign operation, 437
Foreign operations:
hedges for, 49
net investment in, 437
Forms:
accounting for inventories, 73—
75
bonds, 317
business combinations, 250
cash, 27-28
current liabilities, 281-285
foreign currency, 450-451
goods in transit, 73
inventory, 73-77
inventory sign-out and return
form, 75
investments, 219-221
leaau, 350
i>ga! capital, 399-400
leng-lived assets, 173-181
long-term debt, 317
notes, 317
property, plant, and equipment,
173-181
receivables, 31
researching, 6
revenue recognition, 119-123
sales return authorization form,
121-122
sales return credit calculation
form, 122
for sales returns, 121-122
scrap/rework transaction form,
75
share appreciation rights, 401—
402
share capital, 399—-400
shareholders’ equity, 399-402
Framework for the Preparation
and Presentation of Financial
Statements (the Framework), 1—
3
and GAAP, 1-2
on income, 86
Franchise sales, 101-102, 105,
119, 131-132
controls, 119
disclosure of, 131-132
example, 101-102
policies for, 105
Free Alongside (FAS), 53
Free on Board (FOB), 53
Free rent periods, 353
Functional currency, 437, 438,
441-444, 448-449
Funds, 360
Funding:
defined, 360
terminal, 362
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Funds investment policies, 212—
213
Funds investment procedure, 215

G

GAAP, see Generally accepted
accounting principles
Gains:
actuarial, 358
on asset sales, 126-127, 169
defined, 360
on securities, 211-212
on treasury shares, 395-396
Generally accepted accounting
principles (GAAP):
and the Framework, 1-2
and IFRS, 4, 132, 145
and MDA, 130
Geographic risk, 285-286
Goods, finished, 52
Goods in transit, 52-53, 61-62,
69, 73, 78, 80
controls, 69
examples, 52-53
forms, 73
journal entries, 78
policies, 61-62
procedures, 63
recordkeeping, 80
reports, 73
Goods repossession, 99, 111-112
Goodwill:
defined, 138-139, 236
disclosure of, 182
examples, 161-162
as long-lived asset, 161-162,
182
negative, 236
Goodwill impairment:
procedures for, 249-250
testing, 240-242
Government investigation, 256
Graded vesting, 374
Grant date, 374-375
Greenmail share:
disclosure of, 407
procedures, 396
and shareholders’ equity, 396,
407
Gross, revenue recognition at, 89—
90, 102-103, 115
Gross investment in lease, 329
Gross profit, deferred, 85
Groups, 437
Guaranteed residual value, 329
Guarantees:
defined, 259
disclosure of, 320
indirect guarantee of
indebtedness of others, 259
loan, 320

Index

H

Hedges. See also specific types,
e.g.: Fair value hedges
cash flow hedges, 39, 43-44,
47
controls, 4647
defined, 40
fair value hedges, 4043, 46—
47
foreign currency hedges, 45-46
for foreign operation
investment, 49
net investment hedges, 44—45
policies, 46
recordkeeping, 49-50
Held-for-trading investments, 191
Held-to-maturity investments:
defined, 191
disclosure of, 224
sale of, 224
value of, 224
Hold transactions, see Bill and
hold transactions
Hyperinflation, 440
Hyperinflationary economy
determination, 447448

1

IAS, See International
Accounting Standrd.
TASB, see Internaticnal
Accounting ‘\tay.aards Board
Identificaticn:
defireq; 52
of tutangible assets, 239-240
IFRYC 1, Changes in Existing
Decommissioning, Restoration
and Similar Liabilities, 267
IFRIC standards, 1, 8-9
IFRS, see International Financial
Reporting Standards
Impairment:
with expected present value
form, 250
goodwill impairment testing,
240-242
and intangible assets, 170
testing, 250
Impairment loss:
asset impairment, 155-157
defined, 139, 236
testing for, 170
Impairments of Assets (IAS 36),
156, 157, 162, 241, 342, 424
Improvements:
leasehold, 139, 148-149
in PP&E, 143-144, 148-149
Imputation, 297
Inbound consignment inventory,
67
Inbound donations, 147

Inception of lease, 329
Income, 86
comprehensive, 39, 138, 190,
436
the Framework on, 86
other comprehensive income,
40, 139, 192, 437
unearned finance income, 331
Income Taxes (IAS 12), 424
Income Taxes--Recovery of
Revalued Nondepreciable Assets
(SIC 21), 155
Increasing rate preferred shares,
379
Incremental borrowing rate, 330
Indirect guarantee of indebtedness
of others, 259
Industry risk, 286
Initial direct costs, 329
Initial public offering (IPO), 244
Initiaticn fees, 85, 96-97
Inprocess research and
de rclopment (IPR&D), 238, 249
It put measures, 92
Installment fees, 85
Installment method, 85, 87, 97
Installment sales, 99, 129, 135
disclosure of, 129
journal entries, 135
repossession under, 99
Installment transactions, 85
Insurance, 289
Insurance Contracts (IFRS 4),
272
Insurance limits, 221
Insurance proceeds, 127
Intangible assets, 157-161, 166—
167, 170, 172-173, 182, 184
and business combinations,
239-240
controls, 172-173
defined, 139
disclosure of, 182
evaluation of, 239-240
identification of, 239-240
and impairment, 170
journal entries, 184
policies, 166-167
procedures, 170
Intangible Assets (IAS 38), 40,
139, 158, 162, 163, 238, 378, 437
Integral views, 418
Intercompany transactions, 445—
446
Interests:
capitalization of, 144-145
controlling financial interest,
235
noncontrolling, 236, 245
Interest cost component, 360
Interest rates, 302



Interests in Associates and Joint
Ventures (Note 11), 227
Interim financial report, 418
Interim Financial Reporting (IAS
34), 419-422, 424, 425
Interim period, 418, 426, 428
Interim reporting, 418-428
concepts, 418-425
controls, 427
examples, 418-425
footnotes, 427
policies, 425-426
procedures, 426
recordkeeping, 428
terms, 418
International Accounting
Standards (IAS), 7-8, 91
No. 1, Presentation of
Financial Statements, 2, 6,
155, 193, 260, 419, 440
No. 2, Inventories, 55, 56, 207
No. 8, Accounting Policies,
Changes in Accounting
Estimates and Errors, 3, 239,
378
No. 10, Events After the
Balance Sheet Date, 273, 276
No. 11, Construction
Contracts, 95, 207
No. 12, Income Taxes, 424
No. 14, Segment Reporting,
430
No. 16, Property, Plant and
Equipment, 141, 149-155,
158, 159, 207-210, 378
No. 17, Accounting for Leases,
206, 329, 331-332, 340-342
No. 18, Revenue, 86, 104, 273
No. 19, Employee Benefits, 40,
139, 360, 364-366, 437
No. 20, Accounting for
Government Grants and
Disclosure of Governmer.t
Assistance, 2-3
No. 21, The Effects of Changes
in Foreign Exchange Rates,
40, 43, 139, 425, 437, 441,
444
No. 23, Borrowing Costs, 144
No. 27, Consolidated and
Separate Financial
Statements, 246
No. 28, Investments in
Associates, 198
No. 29, Financial Reporting in
Hyperinflationary Economies,
440, 448
No. 31, Financial Reporting of
Interests in Joint Ventures,
200-204, 227

Index

No. 32, Financial Instruments:
Presentation, 260, 306, 308,
309

No. 34, Interim Financial
Reporting, 419422, 424, 425

No. 36, Impairments of Assets,
156, 157, 162, 241, 342, 424

No. 37, Provisions, Contingent
Liabilities, and Contingent
Assets, 146147, 238, 264—
266, 268, 270-273

No. 38, Intangible Assets, 40,
139, 158, 162, 163, 238, 378,
437

No. 39, Financial Instruments:
Recognition and
Measurement, 40-44, 139,
272,437

No. 40, Investment Property,
206, 207, 210, 341

International Accounting

Standards Board (IASB), 1
Exposure Draft, 271
and FASB, 144
and Short-Term Convergence
project, 144

International Financial Repo:ting

Standards (IFRS), 1-9

and GAAP, 4, 132, 145

hierarchy, 1-4

Interpretations o', & -9

and MDAs, 150

No. 2, Sha: 2-Lased Payment,
386, 366-327

No. 2. Ruiiness Combinations,
2-3.162, 238, 239, 244-245

110:4, Insurance Contracts,
272

No. 5, Noncurrent Assets Held
for Sale and Discontinued
Operations, 145-146, 269

No. 8, Operating Segments,
240, 429, 430

and PP&E, 141

researching, 4—6

standards of, 7-8. See also
International Accounting
Standards (IAS)

Intrinsic value, 375
Inventory, 51-83

accounting for, 53-54, 62-67,
69-71, 73-75, 78-81

book inventory, 51

concepts, 52-59

consignment, 51-52, 54

controls, 69-73

cycle counting procedure, 65—
66

decision tree for, 59-61

defined, 52

disclosure of, 77

examples, 52-59
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FIFO, 56-57, 77
footnotes, 77
forms, 73-77
goods in transit, 52-53, 61-62,
69, 73, 78, 80
inbound consignment
inventory, 67
journal entries, 77-80
lower of cost, 68
obsolete inventory review, 67
part logging procedure, 66
period-end inventory valuation,
67-68
periodic, 52, 53, 63-65
perpetual, 53, 65-66
physical count procedure, 63—
65
policies, 61-63
procedures, 63—-68
receiving procedure, 63
requrdkeeping, 80-83
iepuerts, 73-77
terms, 51-52
valuation of, see Valuation of
inventories
weighted-average inventory
valuation method, 58
Inventories (IAS 2), 55, 56, 207
Inventory accuracy report, 74-75
Inventory obsolescence review
report, 77
Inventory of assets, 167-168
Inventory sign-out and return
form, 75
Investee, 191
Investee capital transaction, 191
Investee earnings, 193
Investigation, government, 286
Investments, 189-234. See also
specific types, e.g.: Equity
investments
available-for-sale investments,
195-196, 215-217, 229-230
Bond Ledger Sheet, 219-220
concepts, 193-211
controls, 217-218
current investment, 191
in debt securities, 196-197,
214,217, 230-232
decision tree, 211-212
deferred tax benefits for, 197—
198
defined, 192
disclosure of, 222-224
equity method for, see Equity
method for investments
examples, 193-211
footnotes, 221-228
forms, 219-221
funds investment, 212-213,
215
gross, 329



462

held-for-trading, 191
held-to-maturity, 191, 224
investment approval form, 219
in joint ventures, 200-206,
226-227
journal entries, 228-233
long-term, 192
marketable equity securities,
193-195, 213, 228-229
method of, 221-222
net, 330, 437
nonstandard method of, 225
passive, 204
policies, 212-215
and portfolios, 197, 211-212,
214
procedures, 215-217
in property, 206-211, 227-228
recordkeeping, 233-234
report on amortization of
allocated asset valuation, 221
report on investment position,
220-221
reports, 219-221
and securities, 211-212
short-term, 39-40, 47-50, 311—
312
Stock Ledger Sheet, 220
terms, 190-193
trading, 195-196, 215-217,
229-230
transferring, 195-197, 214
Investment approval, 219
Investment properties, 206-211
defined, 192
disclosure of, 227-228
Investment Property (IAS 40),
206, 207, 210, 341
Investments in Associates (IAS
28), 198
Investors, 192
Invoices, 22-23
creation of, 106—-107
invoicing, 22-23
printing, 22-23
and receivables, 22-23
and revenue recognition, 106—
107
IPO (initial public offering), 244
IPR&D, see Inprocess research
and development
Issuance costs, 302-303
Issued stock, 375

J

Joint control, 192, 201
Jointly controlled assets, 201
Jointly controlled entities, 201—
202
Jointly controlled operations, 201
Joint ventures:
defined, 192

Index

disclosure of, 226-227

investments in, 200-206, 226—
227

Journal entries:

accounting for inventories, 78—
79

accounts receivable, 36-37

available-for-sale investments,
229-230

bill and hold transactions, 133

bonds, 323-324

business combinations, 255—
256

cash, 35

cash payments, 133

current liabilities, 292-294

debt extinguishment, 324-325

debt securities, 230-232

dividends, 411-412

effective interest method, 324

equity method for investments,
232-233

of ESOPs, 415

foreign currency, 452

goods in transit, 78

installment sales, 135

intangible assets, 184

inventory, 77-80

investments, 228-233

lease extension, 350

leases, 355-357

legal capital, ©10

lessee, 355

lessor, 335-556

long-livea assets, 182-184

lotig-ierm construction
coutracts, 133-134

long-term debt, 323-326

marketable equity securities,
228-229

notes, 323-324

options, 414

postretirement benefits, 371

property, plant, and equipment,
182-184

receivables, 35-37

researching, 6

revenue recognition, 132-136

rights of return, 135-136

sale-leaseback transactions,
356-357

service revenues, 134—135

share appreciation rights, 414

share capital, 410

L

Land, 148, 340-341

Last-in, first-out (LIFO) inventory
valuation method, 52, 56

Last-12-months reports, 418

LBO, see Leveraged buyouts

Leases, 328-357. See also
specific types, e.g.: Direct
financing leases

accounting for lessee, 331—
335, 343-344

accounting for lessor, 335

of buildings, 340-341

concepts, 331-342

controls, 349-350

decision tree, 342-343

defined, 329-330

direct financing leases, 337—
339, 347-349, 354

disclosure of, by lessees, 351—
352

economic life of, 329

examples, 331-342

finance, 329, 344-346

footnotes, 351-354

forms, 350

and {ree rent periods, 353

gross investment in, 329

i1 ception of, 329

Journal entries, 355-357

of land, 340-341

lease payments report, 350—
351

lease termination report, 351

and lessee, 331-335, 344-346,
349-350, 355

and lessor, 335-339, 346-350,
354-356

leveraged, 340

net investment in, 330

noncancelable, 330

operating, 330, 332, 335, 354

payments report, 350-351

policies, 343-344

procedures, 344-349

rate implicit in, 331

recordkeeping, 357

with related parties, 331, 353

reports, 350-351

residual value of, 331

sale-leaseback transactions,
341-342, 352-354, 356-357

sales-type leases, 335-337,
346-347, 354

and subleases, 341, 353

termination of, 351

Lease extension, 339-340, 356

defined, 331

example, 339-340

journal entries, 356

Leasehold improvements, 139,
148-149

Lease payments report, 350-351

Lease renewal, 331

Lease termination, 339, 344, 350,
352

controls, 350
costs for, 352



disclosure of costs for, 352
example, 339
policies, 344
Lease termination report, 351
Lease terms, 328-331
Legal capital, 378-379, 390, 397,
399-400, 410
controls, 397
defined, 375
example, 378-379
forms, 399-400
journal entries, 410
policies, 390
reports, 399-400
Legal obligation, 259
Lessee, 331-335, 344-346, 349—
350, 355
accounting for, 331-335
controls, 349-350
and finance leases, 344-346
journal entries, 355
policies for, 343-344
Lessee’s incremental borrowing
rate, 330
Lessor, 335-339, 346-350, 354—
356
controls, 350
and direct financing leases,
337-339, 347-349, 354
journal entries, 355-356
and operating leases, 335, 354
and sales-type leases, 335-337,
346-347, 354
Leveraged buyouts (LBO), 243,
247-248
Leveraged leases, 340
Liabilities. See also Current
liabilities
accrued, 258
agency, 261
defined, 259
disclosure of, 288
employment contract
liabilities, 285
estimated, 258
outsourced production liability,
287
reseller, 288
self-insurance liability, 289
vacation liability, 290
warranty liabilities, 291
Life insurance proceeds, 127
LIFO, see Last-in, first-out
inventory valuation method
Liquidating dividends, 375
Litigation, 286-287
contingencies, 272
disclosure of, 286-287
Loans:
acceleration of, 320
disclosure of, 318, 320-322
extinguishment of, 322

Index

reclassification of, 321-322
related-party, 320
Loan borrowing/paydown form,
317
Loan collateralization report, 33,
312,318
Loan guarantees, 320
Logging procedure, 66
Long-lived assets, 137—188
asset impairments, 155-157,
170, 181-182
concepts, 140-164
controls, 171-173
decision tree, 164—165
examples, 140-164
footnotes, 181-182
forms, 173-181
goodwill, 161-162, 182
intangible assets, 157-161,
166-167, 170, 172-173, 182,
184
journal entries, 182—184
policies, 165-167
procedures, 167-170
property, plant, and equipment,
140-157, 165-184
recordkeeping, 184—188
reports, 173-181
research and development
costs, 162-164, 167, 173
terms, 137-140
Long-term consvuc.ton contracts,
90-94, 104, 1Cc-111, 115-117,
133-134
contraly, 115-117
journel entries, 133-134
pereentage-of-completion
calculation for, 110-111
policies, 104
procedure for, 110-111
Long-term debt, 296-327
bonds, 298-301, 305-306,
310-312, 314-315, 317-318,
323-324
classification of, 299-300
concepts, 298-309
controls, 314-317
convertible debt, 306-308,
311,313, 316-317, 322
decision tree, 309
defined, 297
effective interest method for,
301-302, 312, 316, 324
examples, 298-309
extinguishment of, 310-313,
316, 324-325
footnotes, 318-323
forms, 317
issuance costs for, 302-303
journal entries, 323-326
loan borrowing/paydown form,
317
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loan collateralization report,
312,318
with no stated interest rate, 302
notes, 298, 303-304, 310-312,
314-315, 317-318, 323-324
policies, 310-311
procedures, 311-314
recordkeeping, 326-327
reports, 318
and short-term investments,
311-312
with stock warrants, 308-309,
314, 323, 326
terms, 296-298
Long-term investments, 192
Long-term payments, 36
Long-term receivables, 15
Losses:
actuarial, 358
advanced recognition of, 111
onazset sales, 126—127, 169
Cetined, 40, 139, 360
napairment, 139, 155-157,
170, 236
possible, 259
probable, 259
remote, 259
revenue recognition for, 95,
111
on securities, 211-212
on service contracts, 95
on treasury shares, 395-396
Lower of cost or market, 52, 55,
68

M

Mailroom remittance receipt, 27—
28
Marketable, 192
Marketable equity securities,
193-195, 213, 228-229
defined, 192
examples, 193-195
journal entries, 228-229
policies, 213
Market rate (effective rate, yield),
297
Market value, 192, 223
Market value approach, 297
Maturity date, 297
Maturity (face) value, 297
MDA, see Multiple deliverable
arrangement
Measurement date, 375
Membership fees, 127-128
Method of investment, 221-222
Minimum lease payments
(MLPs), 330
Monetary assets, 139
Monetary items, 437
Mortality rate, 360
Motion picture revenue, 102, 132
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Multiemployer plans, 360
Multiple deliverable arrangement
(MDA):

controls, 118

disclosure of, 130-131

example, 99-100

and GAAP, 130

and IFRS, 130

revenue recognition in, 99—

100, 118, 130-131

N

Negative goodwill, 236
Net investment hedges, 40, 44-45
Net investment in foreign
operations, 437
Net investment in the lease, 330
Net periodic pension cost, 360
Net realizable value (NRV):
calculation of, 68
defined, 11, 52
and TAS No. 34, 422
in interim period, 426, 428
and lower of cost, 52
measurement of, 55-56
Net selling price, 139
Nonadjusting events after
reporting period, 259
Noncancelable leases, 330
Noncash dividends, 404
Noncontrolling interest, 236, 245
Noncontrolling interests, 243
Noncurrent Assets Held for Sale
and Discontinued Operations
(IFRS 5), 145-146, 269
Nonmonetary assets, 139
Nonmonetary items, 437
Nonmonetary transactions, 139
Nonreciprocal transfer, 139, 142
Nonstandard method of
investment, 225
No-par stock, 375
Normal spoilage, 52
Notes, 298, 303-304, 310-312,
314-315, 317-318, 323-324
with attached rights, 303
borrowing, 311-312
controls, 314-315
defined, 298
forms, 317
journal entries, 323-324
loan borrowing/paydown form,
317
loan collateralization report,
312,318
policies, 310
procedures, 311-312
for property, 303
reports, 318
Note 11, Interests in Associates
and Joint Ventures, 227
Notes payable, 260-261

Index

NRYV, see Net realizable value
o

Obligating events, 259
Obsolete inventory review, 67
Onerous contracts, 259, 267
Operating cycle, 259
Operating leases, 332, 335, 354
defined, 330
disclosure of, 354
and lessor, 335, 354
Operating segments, 429
Operating Segments (IFRS 8),
240, 429, 430
Options, 376, 386-387, 391-392,
396-397, 399, 400, 409, 414
controls, 399
disclosure of, 409
example, 386-387
fixed, 374
and IFRS 2 requirements, 396—
397
journal entries, 414
measurement of, 396-397
performance-based options,
375
policies, 391-392
share option detail repcrt (o7,
400
Other comprehensiva..ncome, 40,
139, 192, 437
Other long-term cmployee
benefits, 360
Outbound donations, 147
Out-of-poc ket expense
retmbu:sements, 97
Cutvut measures, 93
Guetsourced production liability,
287
Outstanding stock, 375
Overdue accounts, 109-110
Overhead allocation, 55-56
Owner-occupied property, 192

P

Paid-in capital, 373
Participating, 375
Part logging procedure, 66
Par value change, 406
Par value method, 375
Passive investment, 204
Past service costs, 361
Payments:
from accounts receivable, 36
cash, 114-115, 133
to customers, 114-115, 133
date of, 374
long-term, 36
PBO (projected benefit
obligation), 367
Penalty, 330-331

Pension:
accrued costs, 358
defined benefit pension plan,
363
defined contribution pension
plan, 363
Pension costs:
net periodic pension cost, 360
prepaid, 362
Pension plan, 359
Percentage-of-completion
calculation, 110-111
Percentage-of-completion
method, 85
Performance-based options, 375
Period-end inventory valuation,
67-68
Periodic inventory, 52, 53, 63-65
Periodic pension cost, 360
Perpetual inventory, 53, 65-66
cycie counting procedure for,
65-66
a:1ined, 52
part logging procedure, 66
Petty cash, 20-21
Physical count procedure, 63—65
Plan amendments, 361
Plan assets:
defined, 361
expected return on, 360
rate of return on, 359
Pledging, 11
Policies:
accounting for inventories, 62
barter revenues, 104
bonds, 310
business combinations, 248—
249
cash, 18
collection, 104
convertible debt, 311
current liabilities, 277
debt extinguishment, 310-311
debt securities, 214
dividends, 391
equity method for investments,
214-217
of ESOPs, 393
foreign currency, 447
for franchise sales, 105
funds investment, 212-213
goods in transit, 61-62
hedges, 46
intangible assets, 166167
interim reporting, 425-426
inventory, 61-63
leases, 343-344
lease termination, 344
legal capital, 390
for lessee, 343-344
long-lived assets, 165-167



long-term construction
contracts, 104
long-term debt, 310-311
marketable equity securities,
213
notes, 310
options, 391-392
portfolios, 214
postretirement benefits, 367
prepaid expenses, 18
property, plant, and equipment,
165-166
receivables, 18-19
research and development
costs, 167
revenue recognition, 103—105,
123-125
rights of return, 104
for sales collection, 104
segment reporting, 432
share appreciation rights, 393
share capital, 390
Possible loss, 259
Postemployment benefits, 287—
288, 361
Postretirement benefits, 358-371
accrued, 358
concepts, 363-367
controls, 367
defined, 361
example, 363-367
expected, 360
footnotes, 367-371
journal entries, 371
policies, 367
terms, 358-363
PP&E, see Property, plant, and
equipment
Precontract costs, 92
Preferred shares, 379-380
Premiums, 298, 300-301
Prepaid expenses:
concepts, 12
controls, 26
examples, 12
policies, 18
recordkeeping, 37-38
terms for, 10-11
Prepaid pension costs, 362
Presentation currency, 437, 439—
441, 448
Presentation liabilities, 260
Presentation of Financial
Statements (IAS 1), 2, 6, 155,
193, 260, 419, 440
Present value (PV), 332, 358
Present value of defined benefit
obligation, 362
Pricing errors, 108
Principal, see Face value
Prior service costs, 362
Probable loss, 259

Index

Procedures:

accounting for inventories, 63—
67

accounts payable, 277-278

available-for-sale investments,
215-216

bonds, 311-312

business combinations, 249—
250

cash, 19-22

convertible debt, 313

current liabilities, 277-278

debt extinguishment, 312-313

direct financing leases, 347—
349

effective interest method, 312

finance leases, 344-346

foreign currency, 447-449

funds investment, 215

goods in transit, 63

goodwill impairment, 249-250

Greenmail share, 396

intangible assets, 170

interim reporting, 426

inventory, 63-68

investments, 215-217

leases, 344-349

long-lived assets, 167170

for long-term construct on
contracts, 110-111

long-term debt, 211 -314

notes, 311-312

property, p'any and equipment,
167-179

receivanics, 22-24

revenue recognition, 105-112

s=giaent reporting, 432-433

Proauction liability, outsourced,

287
Profit, 40, 85, 139
Projected benefit obligation
(PBO), 362, 367
Projected unit credit method, 363
Property:
economic life of, 329
investments in, 206-211, 227—
228
notes for, 303
owner-occupied property, 192

Property, plant, and equipment

(PP&E), 140-157, 165-184

asset impairment, 155-157,
170

asset payments, 168

asset sales, 169

capitalization of interest, 144—
145

capital purchase proposals,
168-169

concepts, 140-157

construction in progress, 147—
148
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controls, 171-172
cost model, 153-155
defined, 139
depreciable amounts, 149
depreciation, 149-153, 167
dispositions, 145-147
examples, 140-157
forms, 173-181
improvements, 143—144, 148—
149
inbound donations, 147
inventory of assets, 167-168
journal entries, 182—184
land, 148
leasehold improvements, 148—
149
long-lived assets, 140-157
outbound donations, 147
policies, 165-166
procedures, 167-170
purchases, 140-143
ieperts, 173-181
rcvaluation model, 153-155
straight-line depreciation, 150—
152
units of production
depreciation method for, 153
Property, Plant and Equipment
(IAS 16), 141, 149-155, 158,
159, 207-210, 378
Property dividends, 383, 395
Property taxes, 263-264, 293
Proportional consolidation, 192
Proposals, capital purchase, 168—
169
Proposed Amendments to IFRS 3,
245
Provisions:
concepts, 264-269
defined, 139, 259
disclosure of, 291
examples, 264-269
recordkeeping, 294-295
terms, 253-260
Provisions, Contingent Liabilities,
and Contingent Assets (IAS 37),
146-147, 238, 264-266, 268,
270-273
Purchase proposals, 168-169
Purchases, 140-143
Purchasing commitments, 288
PV, see Present value

R

Rate implicit in lease, 331

Rate of return, 359

Raw materials, 52

R&D costs, see Research and
development costs

Reacquired shares, 377

Receivables. See also Accounts
receivable
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aging report, 32
assignments, 12-13
and bad debts, 16-17, 23-24,
31, 34,37
as collateral, 12—-13, 35
collection actions report, 31-32
concepts, 12-17
controls, 26-27
decision tree for, 17
early payment discounts, 15,
37
examples, 12-17
factoring, 12-14
footnotes on, 34-35
forms for, 31
and invoices, 22-23
journal entries for, 35-37
loan collateralization report, 33
long-term, 15
ownership decision, 17
policies, 18-19
presentation, 12
procedures, 22-24
recordkeeping, 37-38
reports for, 31-33
sales returns, 14, 37
separation of, 35
terms for, 10-11
types of, 35
and write-offs, 37
Receiving procedure, 63
Receiving staff, 109
Reclassification:
adjustments to, 192, 438
of loans, 321-322
Record date, 374, 383
Recourse, 11, 36
Recoverable amount, 139, 236
Redeemable preferred shares,
403-404
Related parties:
leases with, 331, 353
loans between, 320
Related-party loans, 320
Relevance, 2
Reliability, 2
Remote loss, 259
Reports:
accounting for inventories, 73—
75
aging report, 32
bank reconciliation report, 28—
29
bonds, 318
bond status report, 318, 319
business combinations, 250
cash, 27-30
collection actions report, 31-32
current liabilities, 281-285
cycle counting report, 74
excess material usage report,
76-77

Index

goods in transit, 73
interim financial report, 418
interim reporting, 418428
inventory, 73-77
inventory accuracy report, 74—
75
inventory obsolescence review
report, 77
investments, 219-221
last-12-months reports, 418
lease payments report, 350—
351
leases, 350-351
lease termination report, 351
legal capital, 399-400
loan collateralization report,
33,312,318
long-lived assets, 173-181
long-term debt, 318
notes, 318
property, plant, and equipment,
173-181
for receivables, 31-33
researching, 6
revenue recognition, 119-123
share capital, 399—400
shareholders’ equity, 399- 402
share option detail report_ 419
standard cost changes r2nont,
76
valuation of inventories, 75-77
year-to-date 1-po ts, 418
Reportable semets, 429
Reporting, tee specific types, e.g.:
Transaction reporting
Repoiiing entity, 438
Repori on amortization of
alincated asset valuation, 221
Report on investment position,
220-221
Repossession:
of goods, 99, 111-112
under installment sales, 99
process for, 111-112
Research, 139
Research and development
(R&D) costs:
controls, 173
examples, 162-164
long-lived assets, 162—164,
167,173
policies, 167
Research and development
revenue, 127
Researching, 6
Reseller liability, 288
Reserves, 23, 377
Reserved shares, 406
Residual allocation method, 298,
306-308
Residual value:
defined, 140

guaranteed, 329
of leases, 331
unguaranteed, 331
Restructuring:
costs, 291
of debt, 321
defined, 259
Retained earnings, 377, 381, 397,
406
appropriation of, 373
controls, 397
defined, 375
disclosure of, 406
segregation, 406
Retirement:
of bonds, 305-306
constructive retirement
method, 385
defined, 140
scheduled, 305-306
Retircivent benefit plans, 362
Ret reiment method, constructive,
374
R:troactive benefits, 362
Return on plan assets, 360, 362
Revaluation model, 153-155, 158
Revenues:
barter revenues, 104, 114, 126
consignment, 126
defined, 86
franchise sales, 105, 131-132
installment, 135
motion picture revenue, 102,
132
research and development, 127
service, 94-97, 111, 117, 134—
135
unearned, 86, 259, 261
warranty revenue, 127, 128

Revenue (1AS 18), 86, 104, 273
Revenue recognition, 84-136

asset sales, 126-127

barter revenues, 104, 114, 126

bill and hold transactions, 88—
89, 108-109, 120121, 125,
133

and cash, 90

cash payments, 114-115, 133

computer software sales, 128—
129

concepts, 86—102

consignment revenue, 126

contract revenue recognition,
125-126

controls, 112-119

and credit ratings, 105-106

customer credit application,
119-120

and customers, 90, 129

decision tree for, 102-103

and disclosures, 123-132

examples, 86—102



footnotes, 123—-132
forms, 119-123
franchise sales, 101-102, 105,
119, 131-132
goods repossession, 99, 111-
112
at gross, 89-90, 102-103, 115
initiation fees as, 96-97
installment sales, 99, 129, 135
and invoices, 106-107
journal entries, 132—136
life insurance proceeds, 127
long-term construction
contracts, 90-94, 104, 110-
111, 115-117, 133-134
of losses, 95, 111
membership fees, 127-128
for motion pictures, 102, 132
in multiple deliverable
arrangement, 99-100, 118,
130-131
at net, 89-90, 102-103, 115
out-of-pocket expense
reimbursements, 97
and overdue accounts, 109-110
percentage-of-completion
calculation for, 110-111
policies, 103-105, 123-125
and pricing errors, 108
procedures, 105-112
recordkeeping, 89-90, 102—
103, 115, 136
reports, 119-123
research & development
revenue, 127
and rights of return, 99, 104,
112, 118, 130, 135-136
and sales collection, 97-99,
104, 111-112, 117
and sales returns, 109, 121—
122,128
scenarios for, 87—88
for service contracts, 95
service revenues, 94-97, 111,
117, 134-135
and shipments, 106
and shipping log, 107
terms, 85-86
warranty revenue, 127, 128
Revenue recognition policy, 123—
125
Reverse acquisitions, 236, 243—
244
Review:
obsolete inventory review, 67
of pricing errors, 108
Rights, attached, 303
Rights of return, 53
controls, 118
defined, 86
disclosure for, 130
journal entries, 135-136

Index

policies, 104
process, 112
and revenue recognition, 99,
104, 112, 118, 130, 135-136
sales with, 130
Risks:
geographic, 285-286
industry, 286
supplier concentration risk, 289
Royalties, 264, 288-289
accrued, 293
disclosure of, 288-289
example, 264
Royalty calculation spreadsheet,
283-284

S

Salaries, accrued, 293
Sales:
of accounts receivable, 36
asset, 126-127, 169
collection of, 97-99, 104, 111-
112,117
computer software, 128-129
franchise sales, 101-102, 105,
119, 131-132
of held-to-maturity
investments, 224
installment sales, 99,175,135
with rights of retr=r.. 150
shares sale, 402
software sales,.12.8-129
Sale-leaseback trunsactions, 341—
342, 352-254, 556-357
defired 331
disclosure of, 352-354
= ample, 341-342
sournal entries, 356-357
Sales collection, 97-99
controls for, 117
examples, 97-99
and goods repossession, 111—
112
policies for, 104
Sales return allowance, 128
Sales return authorization form,
121-122
Sales return credit calculation
form, 122
Sales returns, 14, 37, 109, 121-
122,128
accrue for, 37
disclosure of, 128
forms for, 121-122
processing, 109
Sales-type leases, 335-337, 346—
347,354
disclosure of, 354
example, 335-337
and lessor, 335-337, 346347,
354
procedure, 346-347

467

SARs, see Share appreciation
rights
Scheduled retirement, of bonds,
305-306
Scrap, 52
Scrap/rework transaction form, 75
Seasonality, 418
Secured debt, 298
Securities. See also Debt
securities; specific types, e.g.:
Debt securities
debt, 197
gains on, 211-212
and investments, 211-212
losses on, 211-212
marketable equity securities,
192, 193-195, 213, 228-229
trading, 193
Securities accounts, 225
Segment determination
piccedure, 432-433
Segment manager, 429
Ceginent reporting, 429-435
concepts, 429-431
controls, 433
customer reporting procedure,
433
decision tree, 431-432
examples, 429431
footnotes, 434—435
policies, 432
procedures, 432-433
segment determination
procedure, 432-433
terms, 429
Segment Reporting (IAS 14), 430
Self-insurance liability, 289
Selling price, 139
Separate financial statements,
192-193
Serial bonds, 298
Services, 362
Service contracts, 95
Service costs:
current, 359
past service costs, 361
prior, 362
Service period, 375
Service revenues, 94-97, 111,
117, 134-135
controls, 117
initiation fees as, 96-97
journal entries, 134-135
procedure for, 111
Service staff, 109
Settlement, 362
Settlement provisions, contingent,
297
Shares:
allocated, 373
convertible preferred shares,
379-380



468

disclosure of, 405406
gains on, 395-396
Greenmail, 396, 407
new types, 406
reacquired, 377
redeemable preferred shares,
403404
reserved, 406
treasury, 395-396
Share appreciation rights (SARs),
387-388, 393, 398-399, 401-
402, 409, 414
controls, 398-399
disclosure of, 409
example, 387-388
forms, 401-402
journal entries, 414
policies, 393
Share-based compensation:
arrangement for, 375
defined, 375-376
disclosure of, 407
transactions for, 375-376
Share-Based Payment (IFRS 2),
386, 396-397
Share capital, 378-379, 390, 393—
394, 397, 399400, 410
controls, 397
example, 378-379
forms, 399-400
issuing, 393-394
journal entries, 410
policies, 390
reports, 399-400
Share capital repurchase program,
406407
Share contributions, 408
Share dividends, 383
Shareholders’ equity, 372-417
concepts, 376-389
controls, 397-399
convertible preferred shares,
379-380
decision tree, 389-390
disclosure of, 376-378
dividends, 383-384, 389-391,
395, 397-398, 404, 411-412
ESOPs, 388-389, 393, 405,
415
examples, 376-389
footnotes, 402—410
forms, 399-402
and Greenmail shares, 396, 407
journal entries, 410415
legal capital, 378-379, 390,
397, 399-400, 410
options, 386-387, 391-392,
396-397, 399, 400, 409, 414
policies, 390-393
presentation, 376-378
procedures, 393-397
recordkeeping, 415-417

Index

reports, 399-402
retained earnings, 381, 397,
406
share appreciation rights, 387—
388, 393, 398-399, 401-402,
409, 414
share capital, 378-379, 390,
393-394, 397, 399400, 410
share splits, 380-381, 408—-409
share subscriptions, 381, 391,
394-395, 397, 400, 403, 411
terms, 373-376
treasury shares, 384-386, 391,
395-396, 398, 407, 412414
warrants, 382, 409-411
Share option detail report, 400
Share options, 376
Share redemption agreements,
408
Share rights, 376
Share splits, 380-381, 408-409
Shares sale, 403
Share subscriptions, 381, 391,
394-395, 397, 400, 403, 411
controls, 397
disclosure of, 403
for employees, 394-395
example, 381
forms, 400
journal entries, 411
management of, 39--395
policies, 391
Share warrants, s>c Warrants
Shipments, 106
Shippirg 10g, 107
Short' Term Convergence project,
144
Chor-term employee benefits,
362
Short-term investments:
borrowing, 311-312
footnotes, 47-48
long-term debt with, 311-312
recordkeeping, 49-50
restricted, 48
terms for, 39-40
SIC, 1
SIC 21, Income Taxes--Recovery
of Revalued Nondepreciable
Assets, 155
SIC standards, 8
Significant influence, 193
Similar productive assets, 140
Software sales, 128-129
Specific identification, 52, 56
Spin-off transactions, 245-246
Spoilage, 52
Spot exchange rate, 438
Staff, 109
Staff bonus, 291
Standard cost changes report, 76

Standard to actual cost
comparison chart, 76
Stated rates, 298
Stocks, 374, 375
Stock Ledger Sheet, 220
Stock option plans,
compensatory, 373
Stock warrants:
disclosure of, 323
example, 308-309
journal entries, 326
and long-term debt, 308-309,
314, 323, 326
policies, 311
procedures, 314
Straight-line depreciation, 150—
152
Straight-line methods, 298
Subleases, 341, 353
Subsequent change in conversion,
308
Sutsiciary, 193
Cub. tantial completion, 86
Shpervisors, 65
Supplier concentration risk, 289

T

Tag coordinator, 65
Taxes:
accrued, 293
deferred tax benefits for, 197—
198
estimated annual effective tax
rate, 418
for investments, 197-198
property taxes, 263-264
Taxation disputes, 290
Terminal funding, 362
Termination benefits, 362
Terminations, 263
Testing:
for asset impairment, 170
with expected present value
form, 250
for goodwill impairment, 240—
242
goodwill impairment testing,
240-242
impairment, 250
for impairment loss, 170
Trade account payable, 259
Trading investments, 195-196,
215-217, 229-230
controls, 217
example, 195-196
journal entries, 229-230
procedures for, 215-216
Trading securities, 193
Transaction date, 438
Transaction reporting, 444445,
447, 449, 450, 452-453



Treasury shares (buy-back
shares), 384-386, 391, 395-396,
398, 407

controls, 398

defined, 376

disclosure of, 407
example, 384-386

held, 407

journal entries, 412-414
policies, 391
procedures, 395-396
repurchased, 396

resale of, 395-396

U

Unasserted claims, 290

Understandability, 2

Undisturbed investee earnings,
193

Unearned finance income, 331

Unearned revenues, 86, 259, 261

Unguaranteed residual value, 331

Uninsured accounts, 34

Units of production depreciation
method, 153

Unrecognized prior service costs,
362

Useful life, 140, 331

Index

\%

Vacation accrual spreadsheet,
284-285
Vacation liability, 290
Vacation pay, accrued, 293-294
Valuation:
actuarial, 358
of financial instruments, 49
Valuation of inventories, 54-59,
62-63, 67-68, 71-73, 75-717, 79—
83
controls, 71-73
examples, 54-59
forms, 75-77
journal entries, 79-80
lower of cost, 68
period-end inventory valuation,
67-68
policies, 62—-63
procedures, 67-68
recordkeeping, 81-83
reports, 75-77
Value in use, 140, 236
Venturer, 193
Vested benefits, 363
Vesting, 374, 376
Vesting period, 376

469

w

Wages, 264, 293
Wage accrual spreadsheet, 281,
283
Warehouse staff, 109
Warrants (share warrants). See
also Stock warrants
disclosure of, 409-410
example, 382
journal entries, 411
Warranty claims, accrued, 294
Warranty expense allowance, 128
Warranty liabilities, 291
‘Warranty revenue, 127, 128
Weighted-average inventory
valuation method, 58
Wiley IFRS 2008, 4, 6, 430
Work in process, 52
Write-offs, 37
bad debt write-offs, 23-24
and receivables, 37

Y

Year-to-date reports, 418
Yield (market rate, effective rate),
297
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