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comprehensive income 260–1, 286–313
currency 313–15, 320, 332, 403
other comprehensive income 286–313
performance theories 267–8
primary vs supplementary 270–1
purpose of reporting income 250–61
retained earnings 193–5, 219–20

reserves 63–91
alternative models 90–1
appropriations of retained earnings 75–6, 90–1
capital maintenance adjustments 273
components of equity 65, 88
comprehensive equity/income model 379–80
conservatism 88–90
defense of legal capital 70–4, 90
definitions 63–5
equity tracking 69
function of 69–78
IFRS approach 77–8
IFRS implementation 78–87

deficit reorganization 85–6
disclosure 83–4
display requirements 84
first-time adoption 79, 85–6, 397
goodwill 82–3
mergers 79–82
new reserves 84–5
pooling of interest 82
preacquisition profit distribution 86–7
previously-existing reserves 79
requirements 78
tax 87

IFRS terminology 64–5
investor protection 88–90
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perspectives 90–1
reconciliation 65–7
recycling 90–1
sources of equity 69–70
tax 77, 87
true-and-fair view 88–90
types of 67–9
U.S. GAAP 63
see also equity reserves

residual interest 26–31
balance sheet approach 28–31
definitions 26–31
dynamics of equity 40
model implications 26–8
ownership interest 32
ownership risks and rewards 42
revenue-expense approach 29

restate-translation method 333
restatement 180–1, 329–31
restoration 207–9, 359
retained earnings 173–240

accounting principle changes 187–91
accumulated other comprehensive income

227–8
appropriations 63, 75–6, 90–1, 224–5
associates 195–6
available-for-sale investments 200–1, 206
balances at beginning/end 177–200, 221–5
basic principle 176
beginning balance 177–220
capitalization 225
casino jackpot liabilities 219
catch up method 181, 221
categorization of items affecting 176
components with redemption requirements

225
compound financial instruments 211
consolidation adjustment of beginning balance

199
contingent liabilities 215
corrections of errors 182–7
cumulative translation adjustment 213
currency and share-based payments 218
current-method 181–2, 188, 190, 221
decommissioning 207–9, 227
defined benefit plans 209–10, 228–9
definitions 173–5
development stage enterprises 236
development stage subsidiaries 196
direct transfers not via profit/loss 226–9
disclosure 194–5, 229–37
dividends 237–9

embedded credit derivatives 216–17, 219
end balance 221–5
equity reserves 175
fair value measurement 200–6
FASB Statement No. 167 218
financial position statement 229–31
first-time adoption of accounting basis 191–2
fixed asset impairment 227
hyperinflation 213–14
IFRIC 14 215
IFRS 9 203–6, 217–18
IFRS 10 220
impairment 206, 227
income and retained earnings statement

234–5
income tax 216, 229
increasing rate preferred stock 224
insurance claims 219
investment property reclassification 199–200
investments held for sale 197–9
joint arrangements 220
leases 210–11
mandatorily redeemable shares 221
negative goodwill 214–15
other comprehensive income 280
other-than-temporary impairment of securities

206
owner-occupied property 226–7
past business combinations 212–13
pension plans 209–10
presentation 229–37
prior period adjustments 195–9
provisions 215
quasi-reorganizations 222–3
reconciliation 67, 231–3
redeemable preferred stock 224
redemption value of ownership instruments

225
relationship to earnings 175
reporting entity changes 193–5
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amount 219–20
reserves 63, 67, 75–6, 90–1
restoration 207–9
restrictions 236
retrospective approach 177–82
revaluation surplus 226–7
share-based payments 211–12, 218
statement of 233–4
subsidiaries 196, 225
taxes on equity 385
terminology 173–5
towards a comprehensive model 379–80
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towards a theory of 239–40
treasury stock 224

retrospective adjustments 298–9
retrospective approach 177–82
return of capital 274–5, 320
return on capital 274–5
revaluation model 352–60

decommissioning 207, 359
fixed asset impairment 357–9
noncurrent assets no longer held for sale 360
nonmonetary item exchange differences 357
other comprehensive income 352–60
restoration 207

revaluation surplus 352–7
disclosure 355
fair value 353–4
income tax 400–1
other comprehensive income 296
retained earnings 226–7

revenue-expense approach 29
reversal of impairment 347
rewards of ownership 41–3
risks of ownership 41–3

S corporations 167
SEC see Securities and Exchange Commission
securities

available-for-sale 200–1, 335
definitions 23–6
other-than-temporary impairment 206
retained earnings 200–1, 206

Securities and Exchange Commission (SEC)
12–13, 48–9, 379

separate component of equity 343
settlement 117–18
shadow accounting 377
share-based payments

additional paid-in capital 166–7
income tax 392–6
retained earnings 211–12, 218
temporary equity 116–17
treasury stock 144–6

share premium see additional paid-in capital
share repurchase programs 140–1
shareholders 19, 93, 389
shares

ESOPs 414–16
in exchange for notes receivable 137–9
financial position statement 137–9
treasury stock 149–54
see also mandatory redemption; share . . .

small and medium-sized entities (SMEs) 235, 237

Special Purpose Entities (SPEs) 37
standstill agreements 141
statement of changes in equity

comprehensive income 296–7
other comprehensive income 296–7, 298,

303–4, 306, 372
presentation prominence 303–4
reclassification adjustments 306
retrospective adjustments 298

statement of comprehensive income
associates 367
comprehensive equity/income model 380
Financial Statement Presentation Project 312
pension accounting 372
presentation prominence 303
reporting 297–8
retrospective adjustments 298

statement of financial position 93–154
disclosure 123–7
discount on issuance 131–2
equity issuance costs 133–6
equity section terminology 93–8
foreign operations 337
increasing rate preferred stock 132
layout of equity section 118–24

contributed capital 120–1
disclosure on face of statement/in notes

123–4
display sequence 121–2
instrument classification and issuance 121
minimum line-item display 118–20
parenthetical explanation 122–3
sorting order 122
subclassifications display 123–4

net assets 128–31
net investment hedges 337
noncontrolling interest 99–110
partnership equity 127–8
pension accounting 368
retained earnings 229–31
shares issued in exchange for notes receivable

137–9
single vs multi-step section 98–9
subscriptions receivable 136–7, 139
temporary equity classifications 110–18
treasury stock 139–54

statement of income and comprehensive income
298

statement of income and retained earnings,
combined 234–5

statement of recognized income and expense
372–3

statement of retained earnings 233–4
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statements see financial statements; statement
of . . .

statutory reserves 67–8
step-by-step method of consolidation 316, 334
stock dividends 157–8
stock options 165–6
stockholders’ equity

definitions 93
liabilities and 96–8
see also equity . . .

subordination 43–5
subscriptions receivable 136–7, 139, 156
subsidiaries

additional paid-in capital 168–9
available-for-sale investments 343
classification as held for sale 366
disposal of 360–2
financial statements 321–2
foreign currency translation adjustment 319,

321–2
loss of control of 360–2
other comprehensive income 294
ownership interest 168–9, 225
parent interest changes 168–9, 362–4
parent shares held by subsidiary 149–51
purchase/sale of treasury shares 152–4
retained earnings 196, 225
stock dividends 157–8
treasury stock 149–54
see also associates; joint ventures

substitute taxes 401

tax 285–417
companies and equity 52
on equity 52, 385–417
equity presentation 382–417
intraperiod tax allocation 381–5
laws 389–91, 398
rates 398
reserves 67, 77, 87
status 389–91
see also income tax

tax-deductible dividends 408
temporary equity 110–18

contingently redeemable instruments
113–14

convertible mandatorily redeemable preferred
stock 114–15

ESOPs 118
mandatorily redeemable preferred shares

110–13
nonconventional convertible debt 115
optionally redeemable instruments 113–14

preferred shares with beneficial conversion
115–16

redeemable instruments 110–15
settlement 117–18
share-based payments 116–17

terminology
accumulated other comprehensive income

243
additional paid-in capital 155
comprehensive income 241–3
earnings 242
equity views/implications 17–39
financial position statement 93–8
noncontrolling interest 99
other comprehensive income 241–4
reserves 63–5
retained earnings 173–5
treasury stock 139

timing difference hypothesis 254–5
top management roles 57
total recognized income and expense 241–2
transaction costs 133–5, 168, 342
translation adjustment see cumulative translation

adjustment; foreign currency translation
adjustment

treasury stock 139–54
accounting methods 146–8
additional paid-in capital 155
as assets 142–4
disclosure 149
financial position statement 139–54
investor shares held by associate 151–2
parent shares held by subsidiary 149–51
presentation 148–9
purchase/sale by subsidiary 152–4
retained earnings 224
share-based payments 144–6
terminology 139
transaction gains/losses 140
treasury stock principle 140–2

true-and-fair view 88–90

undesignated time value of an option 377
undistributed earnings 167, 409–14
unexercised premium puts 161–2
United States (U.S.)

IFRSs and financial statements 48–9
subscriptions receivable 136–7
U.S. Concepts 232–3

U.S. GAAP
equity instruments 25–6
first-time adoption of accounting basis 192
IFRS use by U.S. companies 48–9
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reserves 63
share-based payments 145–6, 167, 393–6
shares in exchange for note receivable
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treasury stock 145–7

variable interest, definitions 38–9
volatility hypothesis 257–8
voting interest/rights, definitions 35–7
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