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Index

A

Accelerated reporting, 131–136
asset impairments, 136
exit and disposal costs, 135–136
guarantees, 133–135
loss contingencies, 134
safe harbor, 136

Asset:
abandonment, 170, 276, 270, 272, 278
characteristics of, 174
defined, 365
disposal group, 284
environmental, 64–65, 173–175
held and used, 282–284
held for sale, 284-285
Intangible, 175, 198–199
long-lived, 6, 259, 281
retirement, 269–270, 371
tangible, 174-175

Asset group, 281, 365
Asset impairments, 273, 281–291

defined, 281, 365
Asset retirement obligations:

conditional, 262–264
defined, 259, 365
distinguished from asset retirement 

obligations, 259–260
ASTM:

E 1527, 9
E 2137, 221, 228, 237–238, 247, 310–315
E 2173, 153, 315–318

Audit assertions, 325
Audit committee, 88, 345, 351
Audit inquiry letters, 125, 332, 342
Audit risk, 326–329

B

Babcock & Wilcox Co., 28
Best estimate, 11–12, 214, 220, 234, 237
Bodily injury:

defined, 365
See also Environmental damages

Book value:
defined, 365

Brownfield Amendments, 35–37
Brownfields, 38–39, 217–218

defined, 365

C

Capitalized environmental costs:
criteria for capitalization, 177–178
examples, 178–182

Caremark International, 24-25
Carrying value:

defined, 365
Certifying officers:

defined, 365
Claims:

asserted, 186–187, 215–216
defined, 365
incurred but not reported, 217
unasserted, 6, 125, 186–187, 190, 

216–220
asset-related, 217–219
nonasset-related, 219–220
reported incidents, 217
unreported incidents, 217

Clean Air Act, 50–51
Clean Water Act, 51–52
Cleanup costs, 32, 62, 74, 170, 204, 

238–240
defined, 170, 365

Conditional asset retirement obligations:
defined, 262, 366
See also Asset retirement obligations

Constructive fraudulent transfers, 26
Contingency:

defined, 212, 366
gain contingency, 212
loss contingency, 212

Contingent liability:
defined, 366

Control deficiencies, 348–350
defined, 348, 366

Control risk, 328–329
Costs to sell, 288
Critical accounting estimates, 95–97, 

303–304
Critical accounting policies, 95–97
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D

Detection risk, 329
Disclosure controls and procedures:

certifications, 98–99
defined, 114, 366
distinguished from internal control, 

115–117
environmental risks, 307–308

Discounting, 221, 240, 262
Don’t ask, don't tell, 75, 97, 112

E

EITF 03–8, 187
EITF 90–8, 177, 277
EITF 95–23, 286
Emergency Planning and Community 

Right to Know Act (EPCRA), 53–54
Emission credits, 197–202

cap-and-trade programs, 197–198
greenhouse gases, 197

Enforcement & Compliance History 
Online (ECHO), 55–56

Environmental asset impairment:
defined, 366

Environmental assets, 64-65, 173–175
defined, 366

Environmental compliance 
management, 13–14, 60–61, 106–109

Environmental costs, 62–63, 169–172
cleanup costs, 32, 62, 74, 170, 204, 

238–240
damages, 63, 171
defined, 169, 366
exit costs, 136, 170–171, 277–278, 286–288
legal expenses, 221, 239
pollution control costs, 62, 171, 301

Environmental damages, 63, 171
defined, 366

Environmental exit costs, 136, 170–171, 
277–278, 286–288

defined, 366
Environmental financial accounting, 4, 

65–68
Environmental financial information, 

62–65
defined, 366

Environmental financial reporting, 3–17
defined, 367

Environmental guarantees, 249–257
defined, 249, 367

Environmental impairments. See Asset 
impairments

Environmental indemnities. See 
Environmental guarantees

Environmental laws, 31–56
defined, 367

Environmental liabilities, 203–210
defined, 367

Environmental loss:
defined, 367

Environmental loss contingencies, 211–230
defined, 367

Environmental loss exposures. See 
Environmental losses and 
Environmental risks

Environmental losses:
types of, 293–297

Environmental media:
defined, 367

Environmental opportunities, 63–64
Environmental remediation liabilities, 

231–248
defined, 367
distinguished from asset retirement 

obligations, 259–260
Environmental risk management, 13–14, 

60–61, 106–109
Environmental risks, 63–64, 293–308

defined, 293–297, 367
Equitable obligations, 203, 266–267
Errors, 78–79
Estimates:

auditing, 333
changes in, 78–79, 168, 336–337
critical accounting estimates, 303–304
significant risks and uncertainties, 

167–168
valuation methods, 10–12, 313–314

Expected present value, 11, 313
Expected value. See Expected present 

value
Externalities, 3–4

F

Fair value, 11
asset impairments, 288
asset retirement obligations, 273–275
auditing, 333–336
defined, 368
emission credits, 199–200
guarantees, 253–254
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FAS 5:
comparison to FAS 143, 259–260
environmental loss contingencies, 212
environmental remediation 

liabilities, 232
guarantees, 250

FAS 34, 276
FAS 38, 222, 244
FAS 116, 222, 244
FAS 142, 198
FAS 143, 259

comparison to FAS 5, 259–260
FAS 144, 281

relation to FAS 143, 273
FIN 14:

comparison to ASTM 2137, 310–311
environmental loss contingencies, 

214, 220
environmental remediation 

liabilities, 233–234, 237–238, 247
FIN 39, 193, 222, 244
FIN 45, 250

indemnity agreements, 251
FIN 47, 207, 263
Financial assurance, 50, 273
Financial reporting:

objectives:
competing, 73–76
discretionary, 72–73
non-discretionary, 71–72

process, 7–12
standards, 29–30, 65–69

Financial reports, 5–7
Financial statements, 58–60

balance sheet, 58
income statement, 58
notes, 59–60
restatement of, 78–79

Fixed assets:
defined, 368

Fraud, 78–79, 329–331, 352–353
defined, 330
risk factors, 330

Fraudulent conveyances, 26
Future pollution conditions:

defined, 368

G
Government Accountability Office 

(GAO), 15, 79
Generally accepted accounting 

principals (GAAP):
defined, 66, 368

Global Reporting Initiative (GRI), 57
Goodwill, 198
Gradual pollution conditions:

defined, 368
Guarantees, 249–257

defined, 249, 368

H

Hazardous substances, 37–38
Historical cost, 182
Historical pollution conditions:

defined, 368

I

IAS 20, 200
IAS 37, 199
IAS 38, 199
IBNR claims, 28, 186, 217
Identification, 8–10
IFRIC 3, 198
Illegal dividends, 25–26, 76
Impairment:

defined, 368
See also Asset impairments

Improper operation, 260, 269
Inherent risk, 326–328
Insurance:

claims made, 186
combined contracts, 191
contracts, 187–191
future conditions, 191
known preexisting conditions, 

189–190
occurrence-based, 186
prospective, 191
retroactive, 191
tail coverage, 186
unknown preexisting conditions, 191

Intangible assets:
defined, 369

Internal control, 14-16
control activities, 104
control environment, 104
COSO Framework, 102, 351
Foreign Corrupt Practices Act, 118
information and communication, 105
monitoring, 105
reasonable assurance, 113
risk assessment, 104
SAS 78, 104
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Internal control over financial reporting:
asset retirement obligations, 277
auditing, 347–356
certifications, 98–100
defined, 105, 369
design, 353
environmental loss contingency, 228
environmental remediation 

liabilities, 247
guarantees, 256
independent attestation, 112
management's report, 111
operating effectiveness, 354
overlap with compliance 

management, 106–109
overlap with operations management, 

109
rights of recovery, 194
SEC disclosures, 109

International Accounting Standards 
Board (IASB), 198

Issuer;
defined, 61, 369

K

Ken Lay defense, 98
Known minimum value, 10, 220, 234, 237, 

313–314
Kyoto Protocol, 55

L

Laws:
bankruptcy, 26
corporate, 24-26
environmental, 31–56
pollution control, 49–55
pollution remediation, 33–49
securities, 22–24

Lee Pharmaceuticals, 118
Legal costs, 221
Legal obligation, 203

conditional, 206–210
defined, 369
environmental, 264-270

Liability:
characteristics of, 205
defined, 203, 369
joint and several, 34
retroactive, 34
strict, 34

Long-lived assets, 259, 281
defined, 369

Loss:
defined, 369

Loss contingency:
defined, 211, 369

M

Material weakness:
defined, 350, 370

Materiality, 142–159
internal control auditing, 352
defined, 370

Measurement, 10–12
valuation methods, 10–12, 313–314
See also Estimates.

Misstatements:
errors, 78–79
intentional, 150
See also Fraud

Most likely value, 12, 220, 234, 237, 313
Mothballing, 38

N

National contingency plan (NCP), 39
National priorities list (NPL), 38
Natural resource damage, 44-45

defined, 370
No look agreements, 279
Normal operation, 269

O

Occupational Safety and Health Act, 54
Occupational Safety and Health 

Administration (OSHA), 54
Off-balance-sheet arrangements:

accelerated reporting, 133–134
defined, 127–128
environmental, 130

P

PAS 2, 328, 347
Pollution conditions:

defined, 370
gradual, 368
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historical, 31, 33, 37–38, 73–75, 
170–171, 249–250, 232, 265, 368

sudden and accidental, 33, 45, 136, 
371

Pollution control costs:
defined, 171, 370

Pollution risk oversight:
defined, 370
See also Risk oversight

Probability, 159–162
defined, 370
degrees of uncertainty, 214
environmental loss contingency, 212
environmental remediation 

liabilities, 233
Probable:

defined, 370
See Probability, degrees of

Process control, 14
Promissory estoppel, 266–267
Property damage:

defined, 370
See also Environmental damages

Public Company Accounting Oversight 
Board (PCAOB), 16, 86, 347, 370

R

Range of values, 313
RCRA:

financial assurance, 50
pollution control, 49
remediation, 45

Reasonably estimable, 162–166
environmental loss contingencies, 

214
environmental remediation liabilities, 

233
Reasonably likely:

defined, 370
Reasonably possible:

defined, 371
See also Probability, degrees of 

Recoverability:
asset retirement obligations, 273
assets held and used, 282–263
assets to be disposed of other than by 

sale, 285
capitalized environmental costs, 183
emission credits, 200
environmental exit costs, 286
environmental loss contingencies, 219

Registrant:
defined, 62, 371

Regulation S-K, 60
Item 101, 297
Item 103, 298
Item 303, 300
Item 503(c), 304

Regulation S-X, 66
Remote:

defined, 371
See also Probability, degrees of 

Restatement, 78–79
Retirement:

defined, 371
Rights of recovery, 185–196

auditing, 342
environmental remediation liabilities, 

243
Risk factors, 304
Risk oversight, 24

S

SAB 92, 194, 228, 240, 247, 256, 278, 
298–299, 306

SAB 103, 228, 240, 247, 256, 278
Sarbanes-Oxley, 16–17, 23–24, 85–90

certifications, 86, 91–100
code of ethics, 89
disclosure controls and procedures, 

93, 98, 114-118
improper influence on audit, 87, 

121–126
increased disclosure, 87
insider loans, 89
internal control over financial 

reporting, 87, 105–113, 247–256
non-audit services, 87
PCAOB, 86
penalties, 90
record retention, 89
reimbursement to company, 89
responsibilities of lawyers, 88
trading black-outs, 89

SAS 12, 342
SAS 19, 343
SAS 32, 343
SAS 47, 326, 329, 343
SAS 55, 328, 336
SAS 57, 333, 336–337
SAS 58, 343
SAS 61, 345
SAS 67, 342
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SAS 70, 335
SAS 73, 340, 344
SAS 78, 328
SAS 89, 345
SAS 90, 345
SAS 99, 329, 343
SAS 101, 333
Sealed Air Corp., 27
Securities laws:

antifraud provisions, 69
Regulation S-K, 60
Regulation S-X, 66, 68

SFAC 1, 73
SFAC 2, 147
SFAC 6, 173–174, 203, 205–207, 209, 252
SFAC 7, 165, 254, 275, 333
Significant deficiency:

defined, 350, 371
Significant risks and uncertainties, 167
Solvency, 26–28, 72
SOP 94-6, 167, 194, 224, 246
SOP 96–1, 211, 224, 231, 322
Specialists:

referencing, 344
use of, 339–341, 356

Sudden and accidental pollution 
conditions:

defined, 371
Superfund, 33

defined, 371
remediation process, 39–41

Superfund sites, 38
defined, 371

T

Tangible, long-lived assets:
defined, 371

Toxic Substances Control Act (TSCA), 39
Trace International Holdings, 26

U

Underground storage tank (UST), 47

V

Valuation:
methods, 10–12, 313–314
See also Estimates and Measurement.

Voluntary cleanup programs, 48
Voluntary reporting, 57–58, 64, 73

W

W.R. Grace, 27

Z

Zone of insolvency, 25
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