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As your students embark on their professional careers, they 
will be challenged to think critically and make good decisions. 
This new IFRS edition of Intermediate Accounting has been 
designed to ensure that your students’ careers are built upon 
a solid conceptual foundation that explains and presents 
the application of the IFRS clearly and in the engaging and 
conversational style of the original Spiceland text.

Intermediate Accounting: IFRS Edition is the work of an 
expanded team of talented authors that include three new 
authors who have taught and researched extensively on IFRS-
related issues. The authors bring their rich pool of experience 
and knowledge of IFRS and insights on the real-world impact 
of the IFRS to the textbook. The IFRS edition presents a wealth 
of explanations, illustrations, real-world cases and challenging 
problems to equip accounting students worldwide with a 
rigorous understanding of the IFRS and their applications. It 
is built upon the strengths of the original Spiceland text that 
draws upon the feedback of more than 600 faculty reviewers 
who shared their insights, experience, and opinions with us. 
Our reviewers helped us to build Intermediate Accounting into 
the very best learning system available.

Our development process on the 
original Spiceland text began 
in the spring of 2010, when 
we received the first of what 
would become more than 140 
in-depth reviews of Intermediate 
Accounting. A blend of 
Spiceland users and non-users, 
these reviewers explained how 
they use textbooks in their 
teaching, and many answered 
detailed questions about every 
one of Spiceland’s 21 chapters. 
And the work of improving 
Intermediate Accounting is ongoing—even now, we’re 
scheduling new symposia and reviewers’ conferences to collect 
even more opinions from faculty. Intermediate Accounting was 
designed from the start to be not simply a textbook, but a 
complete learning system, encompassing the textbook and key 
ancillaries, all of which are written by the authors. Intermediate 
Accounting: IFRS Edition continues the strong tradition of 
the original text with its unique learning features but includes 
completely new in-depth content that is based on the IFRS.  

Building Success in Intermediate
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Intermediate Accounting: IFRS Edition is aimed to provide a 
rich learning experience for our global audience.

The Intermediate Accounting learning system is built around 
these key attributes:

Clarity:	Reviewers,	instructors, and students all have hailed 
Intermediate Accounting’s ability to explain both simple and 
complex topics in language that is clear and approachable. 
Its highly acclaimed conversational writing style establishes a 
friendly dialogue between the text and each individual student. 
So readable is Spiceland that we’ve even received letters 
from students who bought the book themselves—despite 
their instructors using competing books in the course! The 
IFRS Edition continues with the winning style of the original 
Spiceland text: rigorous IFRS content that is presented in a 
clear, readable and engaging manner.

A Decision-Making Perspective: Recent events 
have focused public attention on the key role of accounting 
in providing information useful to decision makers. Most 
professional accounting exams around the world, too, are 
redirecting their focus to emphasize the professional skills 
needed to critically evaluate accounting method alternatives. 
Intermediate Accounting provides a decision maker’s 
perspective to emphasize the professional judgment and 
critical thinking skills required of accountants today.

Consistent Quality:	The author team ensures seamless 
compatibility throughout the Spiceland learning package 
by writing every major supplement themselves: Instructor’s 
Resource Manual, Solutions Manual, and Testbank are all 
created by the authors. The end-of-chapter material, too, is 
written by the author team and tested in their classrooms 
before being included in Intermediate Accounting.

A Commitment to Currency:	Few disciplines see the 
rapid change that accounting experiences, and the Spiceland 
team is committed to keeping your course up to date. The IFRS 
Edition fully integrates the suite of IFRS that are relevant to 
intermediate accounting students worldwide, and presents the 
latest IASB standards, including IAS No. 19 Employee Benefits 
(2013), IFRS No. 9 Financial Instruments and IFRS No. 13 Fair 
Value Measurement. The authors have also added supplements 
and/or appendices addressing the joint IASB/FASB projects on 
revenue recognition, leases and financial instruments.

①

②

③

④

Accounting: IFRS Edition
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What Stands Out in the IFRS Edition
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Financial accounting is undergoing a period of unprecedented change. 
Many countries have adopted or have time lines to converge with or 
adopt the IFRS. The global reach of the IFRS is extensive. The IFRS 
provide a framework of principles and requirements which guide the 
decisions of preparers around the world in dealing with the recognition, 
measurement, and disclosure decisions relating to financial reporting. 
In working towards a global set of accounting standards, the IASB and 
FASB have issued and are in the process of issuing converged accounting 
standards that will dramatically change key reporting areas. However, the 
IASB and FASB’s convergence process is proceeding slowly, and it is not 
clear when, if ever, the two sets of standards will be fully incorporated into 
a single set of global standards. So, while there currently is considerable 
overlap between IFRS and U.S. GAAP, and that overlap is increasing as 
convergence continues, important differences between IFRS and U.S. 
GAAP will remain for the foreseeable future. The convergence movement 
and other dynamic events have caused the standards to change at a rapid 
pace. What is critically important is that the students of today (who will be 
the accountants of tomorrow) should develop strong competencies in the 
IFRS and be aware of the impending changes in specific reporting areas 
and the differences between IFRS and U.S. GAAP that remain.

To help instructors deal with the challenging environment, the Spiceland 
team is committed to extending current, comprehensive and clear 
coverage of intermediate accounting to an IFRS context. The IFRS edition 
is truly an IFRS book with substantial new materials that relate to the 
unique features of the IFRS, such that the reader would not have to figure 
out how to apply the IFRS from a U.S. GAAP position. The IFRS edition 
has been written for the accounting student in the global IFRS community 
and with the sole purpose of ensuring that its readers would develop 
strong competencies in the IFRS. The text, illustrations, end-of-chapter 
questions and instructor resources are new materials that provide detailed 
coverage on the requirements of the IFRS. Toward this end, the original 
Spiceland team has been expanded to include three new co-authors who 
have substantial expertise in the teaching of, and research on, the IFRS as 
well as the writing of IFRS textbooks. 

The IFRS edition reflects the commitment of the Spiceland team with the 
following innovations:

  Changes in text material to reflect the accounting concepts and 
principles that are based on International Accounting Standards (IAS) 
and International Financial Reporting Standards (IFRS) as well as the 
latest developments in the IFRS. Examples include revisions to the 
conceptual framework, recognizing revenue on multiple-element 
arrangements, accounting for transfers of receivables as sales vs. 
secured borrowings, impairments of debt and equity investments, 
investment property, financial instruments and defined benefit plans. 
The latest changes in accounting for retirement benefit plans are 
featured in this edition.

 New and challenging end-of-chapter questions on the application 
of the IFRS are provided to ensure that readers develop strong 
competencies in the IFRS.

  Enhanced coverage is provided of IFRS standard setting and the 
convergence process.
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7

revising a book as successful as Intermediate Accounting takes careful consideration and a strong vision of 
what a textbook should be. new features aren’t piled on for their own sake; the spiceland team only implements 
changes that constitute real improvements that have been identified through extensive research with users. the 
result is a book that never loses its original strengths as it gains in usefulness and flexibility with each revision.

8

   Increased coverage of the key differences between IFRS and U.S. GAAP 
is provided in IFRS versus U.S. GAAP boxes within the flow of each 
chapter, and discussions of the particular areas in which convergence is 
taking place, along with enhanced end-of-chapter assignment materials 
to test students’ understanding of those differences.

   Coverage of the three joint IASB/FASB projects on revenue recognition, 
financial instruments and leases in Chapters 5, 12, and 15, respectively, 
based on the current status of these projects as the text went to press. 
The Chapter 5 Where We’re Headed Supplement provides a thorough 
treatment of the proposed standard on revenue recognition and is 
supported by end-of-chapter questions, exercises, and problems to 
encourage students to gauge and reinforce their understanding of 
concepts, and new test bank questions to evaluate students’ mastery 
of the new standard. Chapter 12 provides a full-length appendix on 
IFRS No. 9 Financial Instruments that takes effect for periods beginning 
on or after January 1, 2015. Readers of the text will appreciate the 
different criteria that apply to the classification of financial assets and 
financial liabilities in the incumbent standard IAS No. 39 Financial 
Instruments: Recognition and Measurement and the new standard 
IFRS No. 9. Given the long lead time to implementation, accounting 
students need to know both the existing standards and the forthcoming 
changes. Hence, the team sought to provide coverage of new standards 
in addition to retaining extensive coverage of existing IFRS. Even after 
the new standards are issued, previous IFRS will be relevant until the 
new standards become effective. However, prior to the effective date 
of the new standards, it is useful for soon-to-be graduates to have an 
understanding of the new guidance on the horizon.

  Use of accounting terminology that is consistent with the language of 
the IFRS.

  Featuring real-world examples from international companies that report 
under the IFRS, Examples include extracts from the management 
review, directors’ report, auditors’ report, financial statements, and  
disclosure notes of these companies to familiarize students with 
financial reporting under the IFRS.

  Incorporating new real-world cases on Singapore Airlines and other 
 international companies in most of the chapters’ end-of-chapter questions. 
 These real-world cases allow students to relate and apply the accounting 
 concepts and principles that they have learned to real-world situations.

What hasn’t changed for the IFRS Edition? The Spiceland text will not 
waver in its commitment to making the complex seem simple and 
providing rigorous coverage in a clear, approachable fashion. The 
conversational writing style is maintained, as is the authors’ personal 
preparation of supporting materials such as the solution’s manual and 
the test bank, so that the instructor can be confident that the same 
commitment to excellence is reflected consistently between the text and 
supporting materials. 

What stands out in the IFRS Edition is what makes the Spiceland text 
outstanding—no other text is as current, comprehensive, or clear—the  
“3 C’s” of intermediate accounting.
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Where We’re Headed

These boxes describe the 
potential financial reporting effects 
of many of the IASB and FASB 
joint projects intended to further 
align IFRS and U.S. GAAP, as well 
as other projects the Boards are 
pursuing separately. Where We’re 
Headed boxes allow instructors to 
deal with ongoing projects to the 
extent they desire.

Financial Reporting 
Cases
Each chapter opens with a 
Financial Reporting Case that 
places the student in the role of 
the decision maker, engaging the 
student in an interesting situation 
related to the accounting issues 
to come. Then, the cases pose 
questions of the student in the 
role of decision maker. Marginal 
notations throughout the chapter 
point out locations where each 
question is addressed. The case 
questions are answered at the end 
of the chapter.

Decision Makers’  
Perspective
These sections appear throughout 
the text to illustrate how 
accounting information is put 
to work in today’s firms. With 
professional accounting exams 
around the world placing greater 
focus on application of skills in 
realistic work settings, these 
discussions help your students 
gain an edge that will remain with 
them as they enter the workplace.

682	 SECTION	3	 	 	 	 	 	 	 Financial	Instruments	and	Liabilities

instruments or by transactions that have yet to occur but are anticipated. Financial futures, 
interest rate swaps, forward contracts, and options have become commonplace.35 These 
financial instruments often are called derivatives because they “derive” their values or con-
tractually required cash flows from some other security or index. For instance, an option to 
buy an asset in the future at a preset price has a value that is dependent on, or derived from, 
the value of the underlying asset. Their rapid acceptance as indispensable components of the 
corporate capital structure has left the accounting profession scrambling to keep pace.

The urgency to establish accounting standards for financial instruments has been acceler-
ated by headline stories in the financial press reporting multimillion-dollar losses on exotic 
derivatives by Enron Corporation, Procter & Gamble, Orange County (California), 
Piper Jaffrey, and Gibson Greetings, to mention a few. The headlines have tended to focus 
attention on the misuse of these financial instruments rather than their legitimate use in 
managing risk.

Actually, the IASB has been involved in an ongoing project to provide a consistent 
framework for resolving financial instrument accounting issues, including those related to 
derivatives and other “off-balance-sheet” instruments. The financial instruments project has 
three separate but related parts: disclosure, recognition and measurement, and presentation. 
Issues to be resolved are extremely complex and will likely require several years to resolve. 
The IASB has issued three accounting standards on financial instruments. IAS No. 39 deals 
with measurement and recognition of financial instruments while IAS No. 32 and IFRS No. 
7 focus on presentation and disclosure respectively. Since IAS No. 39 became effective on 
January 1, 2005, the IASB has received feedback from constituents that the measurement 
requirements are highly complex and cumbersome. As a result, the IASB initiated a project 
to review the accounting requirements with a view to simplify and improve the procedures. 
In November 2009, the IASB issued IFRS No. 9 Financial Instruments that prescribes new 
measurement requirements on financial assets. The new standard is Phase I of the IASB’s 
financial instruments project. IFRS No. 9 becomes mandatory for periods beginning on 
or after January 1, 2015. In the meantime, companies can continue to apply IAS No. 39. 
Appendix 12C summarizes the new features in IFRS No. 9.

The IASB’s ongoing 
financial instruments 
project is expected to 
lead to a consistent 
framework for 
accounting for all 
financial instruments.

 FINANCIAL REPORTINg CASE SOLuTION

1. How should you respond? why are held-to-maturity securities treated dif-
ferently from other investment securities? (p. 650) You should explain that 
if an investor has the positive intent and ability to hold the securities to maturity, invest-
ments in debt securities may be classified as held-to-maturity and reported at amortized 
cost in the statement of financial position. Increases and decreases in fair value are not 
reported in the financial statements. The reasoning is that the changes are not as rel-
evant to an investor who will hold a security to its maturity regardless of those changes. 
Changes in the fair value between the time a debt security is acquired and the day it 
matures to a prearranged maturity value aren’t as important if sale before maturity isn’t 
an alternative. However, if a company fails to hold the investment to maturity, it will be 
subject to “tainting” penalties if it sells more than an insignificant amount of held-to-
maturity securities before the maturity date.35

2. why are unrealized gains and losses on derivatives that do not qualify for 
hedge accounting reported in the income statement? (p. 650) These are 
trading securities that are acquired for the purpose of profiting from short-term market 
price changes, so gains and losses from holding these derivatives while prices change  
are often viewed as relevant performance measures that should be included in net  
income.

35 Interest rate futures were traded for the first time in 1975 on the Chicago Board of Trade. Interest rate swaps were invented in the early 
1980s. They now comprise over 70% of derivatives in use.
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“The case at the beginning of each chapter is very 
captivating. After I read the case, I wanted to get 
paper and pencil and answer the questions.”

—Carol	Shaver,	Louisiana Tech University
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PROFITABILITY	ANALYSIS
Chapter 3 provided an overview of financial statement analysis and introduced some of the 
common ratios used in risk analysis to investigate a company’s liquidity and long-term sol-
vency. We now introduce ratios related to profitability analysis.

Activity	Ratios
One key to profitability is how well a company manages and utilizes its assets. Some ratios 
are designed to evaluate a company’s effectiveness in managing assets. Of particular interest 
are the activity, or turnover ratios, of certain assets. The greater the number of times an asset 
turns over—the higher the ratio—the fewer assets are required to maintain a given level of 
activity (revenue). Given that a company incurs costs to finance its assets with debt (paying 
interest) or equity (paying dividends), high turnovers are usually attractive.

33 “Construction Contracts,” International Accounting Standard No. 11 (London, U.K.: IASB, 2008) and “Revenue,” International 
Accounting Standard No. 18 (London, U.K.: IASB, 2009).

PART B
● LO7

Activity ratios measure 
a company’s efficiency 
in managing its assets.

wHERE	wE’RE	HEADED

The IASB and FASB are in the process of finalizing an updated accounting standard that 
provides a new, comprehensive approach to revenue recognition. Why? Currently, the IASB 
has two primary standards (IAS No. 11 and IAS No. 18 ) that sometimes contradict each 
other and that don’t offer guidance in some important areas (like multiple deliverables).33  
The FASB has over 100 revenuerelated standards that also sometimes contradict each 
other and that treat similar economic events differently. And, although both the IASB and 
FASB define revenue in terms of flows of assets and liabilities, the IASB standards base 
revenue recognition on the transfer of the risks and rewards of ownership, while the FASB 
guidance typically bases revenue recognition on the earnings process, which can lead to 
different outcomes. U.S. GAAP is also much more detailed than IFRS, especially with respect 
to industryspecific guidance and multideliverable arrangements. In addition, when the 
percentageofcompletion method cannot be used to account for a longterm contract, 
IFRS requires the use of the cost recovery method, while U.S. GAAP requires the use of the 
completed contract method. So, the accounting guidance on revenue recognition could use 
some improvement to achieve greater convergence between the IFRS and U.S. GAAP. 

The Boards’ new approach is similar in many ways to the current U.S. guidance for 
recognizing revenue on multipledeliverable contracts. The focus is on contracts between 
a seller and a buyer. A seller identifies all of its distinct performance obligations under a 
contract, determines the transaction price of the contract, and then allocates that price to 
the various performance obligations according to the estimated standalone selling prices 
of those obligations. The seller then recognizes revenue as each of those performance 
obligations is satisfied.

For many types of sales arrangements, adopting the proposed standard will not change 
current practice. However, it will create consistency in revenue recognition across industries, 
and in some areas it will change practice considerably. For example, the proposed standard 
might not permit revenue recognition over time for certain longterm contracts that satisfy 
current standards’ criteria for revenue recognition over time. Also, the time value of money 
would have to be accounted for in situations where goods are sold on credit and the period 
between delivery of goods and payment is more than one year. In addition, while companies 
will still estimate bad debts, an inability to estimate bad debts will not prevent revenue 
recognition, so the installment sales method, profit deferral method, and the IFRS method 
for significant uncertainty in collectibility will not exist. 

The proposed standard is being finalized at the time this text is being written. It is slated 
for issuance in late 2012, and adoption by companies will be required no sooner than 2015. 
We provide a detailed discussion of the proposed standard in the chapter supplement.

the IAsB and FAsB 
are working together 
on a comprehensive 
revenue-recognition 
standard.

● LO8
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“Where We’re Headed” boxes allows the students 
to be updated with the most current accounting 
changes without inundating them with needless 
technical specifications. A perfect balance!”

—Cheryl	Bartlett,	Indiana University—South Bend
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($	in	millions)

Journal Entries—March 20 Average FIFo lIFo

Accounts receivable (8 million	× $12) 96.0 96.0 96.0

 Sales revenue 96.0 96.0 96.0

To record sales on account.

Cost of goods sold (determined below) 44.0 40.0 47.5

 Inventory (determined below) 44.0 40.0 47.5

To record cost of goods sold.

Calculation of Cost of Goods Sold:

a. Average:
 Cost of goods sold:

($,	except	unit	costs,	in	millions)

Date Purchased sold Balance

Beg. inv. 10 million @ $5.00	=	$50.0 10	million	@	$5.00	=	$50.0

Feb. 15 5 million @ $6.50	=	$32.5 $50	+	$32.5	=	$82.5

  
$82.5
 ______________  

15 million units
   = $5.50/unit

Mar. 20 8 million @ $5.50	=	$44.0

b. FIFO:
 Cost of goods sold:

units sold Cost of units sold Total Cost

8 million (from Beg. inv.) $5.00 $40.0

c. LIFO:
 Cost of goods sold:

units sold Cost of units sold Total Cost

5 million (from Feb. 15 purchase) $6.50 $32.5
3 million (from Beg. inv.) 5.00   15.0

8 million $47.5  ●

DeCISION mAKerS’ PerSPeCTIve

INveNTOry mANAGemeNT Managers closely monitor inventory levels to (1) ensure 
that the inventories needed to sustain operations are available, and (2) hold the cost of 
ordering and carrying inventories to the lowest possible level.12 Unfortunately, these 
objectives often conflict with one another. Companies must maintain sufficient quantities of 
inventory to meet customer demand. However, maintaining inventory is costly. Fortunately, 
a variety of tools are available, including computerized inventory control systems and 
the outsourcing of inventory component production, to help balance these conflicting 
objectives.13

A just-in-time (JIT) system is another valuable technique that many companies have 
adopted to assist them with inventory management. JIT is a system used by a manufacturer 

12 The cost of carrying inventory includes the possible loss from the write-down of obsolete inventory. We discuss inventory write-downs 
in Chapter 9. There are analytical models available to determine the appropriate amount of inventory a company should maintain. A 
discussion of these models is beyond the scope of this text.
13 Eugene Brigham and Joel Houston, Fundamentals of Financial Management, 12th ed. (Florence, Kentucky: South-Western, 2010).

A company should 
maintain sufficient 
inventory quantities to 
meet customer demand 
while at the same time 
minimizing inventory 
ordering and carrying 
costs.
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“This is an excellent feature of the book. It is  
so important to know why and how information  
is used and not just memorizing the “right”  
answers.”

—Jeff	Mankin, Lipscomb University

What Keeps SpIcElAnd Users coming Back?
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Additional 
Consideration Boxes

These are “on the spot” 
considerations of important, but 
incidental or infrequent aspects 
of the primary topics to which 
they relate. Their parenthetical 
nature, highlighted by 
enclosure in Additional 
Consideration boxes, helps 
maintain an appropriate level of 
rigor of topic coverage without 
sacrificing clarity of explanation.

Ethical Dilemmas
Because ethical ramifications of 
business decisions impact so  
many individuals as well as the 
core of our economy, Ethical 
Dilemmas are incorporated 
within the context of 
accounting issues as they are 
discussed. These features 
lend themselves very well to 
impromptu class discussions 
and debates.

Broaden Your  
Perspective Cases
Finish each chapter with these 
powerful and effective cases, 
a great way to reinforce and 
expand concepts learned in  
the chapter.

Star Problems✭
In each chapter, particularly 
challenging problems, 
designated by a ✮, require 
students to combine multiple 
concepts or require significant 
use of judgment.
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Required:
Evaluate and compare the two companies by responding to the following questions.

Note: Because comparative statements are not provided you should use year-end balances in place of average 
balances as appropriate.
1. Which of the two firms had greater earnings relative to resources available?

2. Have the two companies achieved their respective rates of return on assets with similar combinations of profit 
margin and turnover?

3. From the perspective of an ordinary shareholder, which of the two firms provided a greater rate of return?

4. Which company is most highly leveraged and which has made most effective use of financial leverage?

5. Of the two companies, which appears riskier in terms of its ability to pay short-term obligations?

6. How efficiently are current assets managed?

7. From the perspective of a creditor, which company offers the most comfortable margin of safety in terms of 
its ability to pay fixed interest charges?

Branson Electronics Company is a small, publicly traded company preparing its first quarter interim report to be 
mailed to shareholders. The following information for the quarter has been compiled:

Revenues $180,000
Cost of goods sold 35,000
Operating expenses:
 Fixed $59,000
 Variable    48,000 107,000

Fixed operating expenses include payments of $50,000 to an advertising firm to promote the firm through 
various media throughout the year. Assume that the $50,000 advertising expenditure meets the definition of an 
asset as at the end of the first quarter. The income tax rate for the firm’s level of operations in the first quarter is 
20%, but management estimates the effective tax rate for the entire year will be 26%.

Required:
Prepare the income statement to be included in Branson’s first quarter interim report.

P 5–15
Interim financial 
reporting 

● Appendix 5A

 BROADEN YOUR PERSPECTIVE

Apply your critical-thinking ability to the knowledge you’ve gained. these cases will provide you an oppor-
tunity to develop your research, analysis, judgment, and communication skills. You also will work with other 
students, integrate what you’ve learned, apply it in real world situations, and consider its global and ethical 
ramifications. this practice will broaden your knowledge and further develop your decision-making abilities.

In May 2001, the Securities and Exchange Commission sued the former top executives at Sunbeam, charging 
the group with financial reporting fraud that allegedly cost investors billions in losses. Sunbeam Corporation 
is a recognized designer, manufacturer, and marketer of household and leisure products, including Coleman, 
Eastpak, First Alert, Grillmaster, Mixmaster, Mr. Coffee, Oster, Powermate, and Campingaz. In the mid-1990s, 
Sunbeam needed help: its profits had declined by over 80%, and in 1996, its share price was down over 50% 
from its high. To the rescue: Albert Dunlap, also known as “Chainsaw Al” based on his reputation as a ruthless 
executive known for his ability to restructure and turn around troubled companies, largely by eliminating jobs.

The strategy appeared to work. In 1997, Sunbeam’s revenues had risen by 18%. However, in April 1998, the 
brokerage firm of Paine Webber downgraded Sunbeam’s stock recommendation. Why the downgrade? Paine 
Webber had noticed unusually high accounts receivable, massive increases in sales of electric blankets in the third 
quarter 1997, which usually sell best in the fourth quarter, as well as unusually high sales of barbeque grills for 
the fourth quarter. Soon after, Sunbeam announced a first quarter loss of $44.6 million, and Sunbeam’s share price 
fell 25%.

It eventually came to light that Dunlap and Sunbeam had been using a “bill and hold” strategy with retail buy-
ers. This involved selling products at large discounts to retailers before they normally would buy and then holding 
the products in third-party warehouses, with delivery at a later date.

Many felt Sunbeam had deceived shareholders by artificially inflating earnings and the company’s share price. 
A class-action lawsuit followed, alleging that Sunbeam and Dunlap violated federal securities laws, suggesting 
the motivation to inflate the earnings and share price was to allow Sunbeam to complete hundreds of millions 
of dollars of debt financing in order to complete some ongoing mergers. Shareholders alleged damages when 
Sunbeam’s subsequent earnings decline caused a huge drop in the share price.

Real World  
Case 5–1
Revenue 
recognition 
and earnings 
management; 
Sunbeam

● LO1
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Right incurred an expense equal to the cost of the inventory sold. The temporary account 
cost of goods sold increases. However, this increase in an expense represents a decrease in 
shareholders’ equity—retained earnings—and accordingly the account is debited. Both of 
these transactions are summary transactions. Each sale made during the month requires a 
separate and similar entry.

July 9
Accounts receivable  ............................................................................  3,500

Sales revenue  ..................................................................................  3,500
Cost of goods sold  ..............................................................................  2,000

Inventory  .........................................................................................  2,000

This transaction is similar to the cash sale above. The only difference is that the asset 
acquired in exchange for merchandise is accounts receivable rather than cash.

To record a credit sale 
and the cost of that 
sale.

ADDITIONAL	CONSIDERATION

Periodic Inventory System
The principal alternative to the perpetual inventory system is the periodic system. This 
system requires that the cost of merchandise purchased be recorded in a temporary account 
called purchases. When inventory is sold, the inventory account is not decreased and cost of 
goods sold is not recorded. Cost of goods sold for a period is determined and the inventory 
account is adjusted only at the end of a reporting period.

For example, the purchase of $60,000 of merchandise on account by Dress Right Clothing 
is recorded as follows:

Purchases ........................................................................................   60,000
  Accounts payable .......................................................................   60,000

No cost of goods sold entry is recorded when sales are made in the periodic system.
At the end of July, the amount of ending inventory is determined (either by means of a 

physical count of goods on hand or by estimation) to be $38,000 and cost of goods sold for 
the month is determined as follows:

Beginning inventory –0–

Plus: Purchases 60,000

Less: Ending inventory (38,000)

Cost of goods sold 22,000

The following journal entry records cost of goods sold for the period and adjusts the 
inventory account to the actual amount on hand (in this case from zero to $38,000):

Cost of goods sold..... .....................................................................  22,000
Inventory..... .....................................................................................  38,000
  Purchases..... ...............................................................................  60,000

Inventory is discussed in depth in Chapters 8 and 9.

July 16
Cash  .....................................................................................................  1,000

Unearned rent revenue (liability)  .....................................................           1,000

Cash increases by $1,000 so the cash account is debited. At this point, Dress Right does 
not recognize revenue even though cash has been received. Dress Right does not earn the 
revenue until it has provided the jewelry store with the use of facilities; that is, the revenue 

To record the receipt  
of rent in advance.
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“This is a good technique that I actually use in my 
class and it’s good to see it in a book!”

—Ramesh	Narasimhan, Montclair State University

Earlier this year, you were elected to the board of directors of Champion International. 
Champion has offered its employees postemployment health care benefits for 35 years. 
The practice of extending health care benefits to retirees began modestly. Most employees 
retired after age 65, when most benefits were covered by state-administered insurance.  
Costs also were lower because life expectancies were shorter and medical care was less 
expensive. Because costs were so low, little attention was paid to accounting for these 
benefits. The company simply recorded an expense when benefits were provided to retirees. 
The IASB changed all that. Now, the obligation for these benefits must be anticipated 
and reported in the annual report. Worse yet, the magnitude of the obligation has grown 
enormously, almost unnoticed. Health care costs have soared in recent years. Medical 
technology and other factors have extended life expectancies. Of course, the value to 
employees of this benefit has grown parallel to the growth of the burden to the company.

Without being required to anticipate future costs, many within Champion’s management 
were caught by surprise at the enormity of the company’s obligation. Equally disconcerting 
was the fact that such a huge liability now must be exposed to public view. Now you 
find that several board members are urging the dismantling of the postemployment plan 
altogether.

ETHICAL DILEMMA

A	Comprehensive	Illustration
We assumed earlier that the EPBO at the end of 2009 was determined by the actuary to 
be $10,842. This was the present value on that date of all anticipated future benefits. Then 
we noted that the EPBO at the end of the next year would have grown by 6% to $11,493. 
This amount, too, would represent the present value of the same anticipated future ben-
efits, but as of a year later. The DBO, remember, is the portion of the EPBO attributed to 
service performed to a particular date. So, we determined the DBO at the end of 2010 to be 
$11,493 × 11⁄35,  or $3,612. We determined the $328 service cost noted earlier for 2010 as the 
portion of the EPBO attributed to that year: $11,493 × 1⁄35.

Now, let’s review our previous discussion of how the EPBO, the DBO, and the post-
employment benefit expense are determined by calculating those amounts a year later,  
at the end of 2011. Before doing so, however, we can anticipate (a) the EPBO to be 
$11,493 × 1.06, or $12,182, (b) the DBO to be 12⁄35 of that amount, or $4,177, and (c) the 
2011 service cost to be 1⁄35 of that amount, or $348. In Illustration  17–25 we see if our 
expectations are borne out by direct calculation.

IllustrAtIon 17–25

Determining	the	
Postemployment	
Benefit	Obligation

Assume the actuary has estimated the net cost of retiree benefits in each year of Jessica 
Farrow’s 20-year expected retirement period to be the amounts shown in the calculation 
below. She is fully eligible for benefits at the end of 2034 and is expected to retire at the 
end of 2039.

Calculating the DBO and the postemployment benefit expense at the end of 2011,  
12 years after being hired, begins with estimating the EPBO.

Steps to calculate (a) the EPBO, (b) the DBO, and (c) the annual service cost at the end 
of 2011, 12 years after being hired, are:
(a) 1.  Estimate the cost of retiree benefits in each year of the expected retirement 

period and deduct anticipated insurance reimbursements and retiree cost-sharing 
to derive the net cost to the employer in each year of the expected retirement 
period.

  2. Find the present value of each year’s net benefit cost as of the retirement date.
  3.  Find the present value of the total net benefit cost as of the current date. This is 

the EPBO.
(b)  Multiply the EPBO by the attribution factor, (service to date/total attribution period). 

This is the DBO. The service cost in any year is simply one year’s worth of the EPBO.
(c) Multiply the EPBO by 1⁄ total attribution period.

the EPBo is the 
discounted present 
value of the total 
benefits expected to 
be earned.

the fraction of the 
EPBo considered to be 
earned this year is the 
service cost.

the fraction of the 
EPBo considered to 
be earned so far is the 
DBo.

	 CHAPTER	17	 	 	 	 	 	 	 Pensions	and	Other	Postemployment	Benefits	 987
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“Having ethical dilemma boxes in every chapter 
is much more significant than having a separate 
chapter devoted to ethics. Students can relate to 
the importance of being ethical in every aspect of 
business dealings.”

—Gloria	worthy, Southwest Tennessee 
Community College

“I think students would benefit tremendously from 
the cases.”

—Joyce	Njoroge, Drake University

	 CHAPTER	8	 	 	 	 	 	 	 Inventories:	Measurement	 433

($	in	millions)

Journal Entries—March 20 Average FIFo lIFo

Accounts receivable (8 million	× $12) 96.0 96.0 96.0

 Sales revenue 96.0 96.0 96.0

To record sales on account.

Cost of goods sold (determined below) 44.0 40.0 47.5

 Inventory (determined below) 44.0 40.0 47.5

To record cost of goods sold.

Calculation of Cost of Goods Sold:

a. Average:
 Cost of goods sold:

($,	except	unit	costs,	in	millions)

Date Purchased sold Balance

Beg. inv. 10 million @ $5.00	=	$50.0 10	million	@	$5.00	=	$50.0

Feb. 15 5 million @ $6.50	=	$32.5 $50	+	$32.5	=	$82.5

  
$82.5
 ______________  

15 million units
   = $5.50/unit

Mar. 20 8 million @ $5.50	=	$44.0

b. FIFO:
 Cost of goods sold:

units sold Cost of units sold Total Cost

8 million (from Beg. inv.) $5.00 $40.0

c. LIFO:
 Cost of goods sold:

units sold Cost of units sold Total Cost

5 million (from Feb. 15 purchase) $6.50 $32.5
3 million (from Beg. inv.) 5.00   15.0

8 million $47.5  ●

DeCISION mAKerS’ PerSPeCTIve

INveNTOry mANAGemeNT Managers closely monitor inventory levels to (1) ensure 
that the inventories needed to sustain operations are available, and (2) hold the cost of 
ordering and carrying inventories to the lowest possible level.12 Unfortunately, these 
objectives often conflict with one another. Companies must maintain sufficient quantities of 
inventory to meet customer demand. However, maintaining inventory is costly. Fortunately, 
a variety of tools are available, including computerized inventory control systems and 
the outsourcing of inventory component production, to help balance these conflicting 
objectives.13

A just-in-time (JIT) system is another valuable technique that many companies have 
adopted to assist them with inventory management. JIT is a system used by a manufacturer 

12 The cost of carrying inventory includes the possible loss from the write-down of obsolete inventory. We discuss inventory write-downs 
in Chapter 9. There are analytical models available to determine the appropriate amount of inventory a company should maintain. A 
discussion of these models is beyond the scope of this text.
13 Eugene Brigham and Joel Houston, Fundamentals of Financial Management, 12th ed. (Florence, Kentucky: South-Western, 2010).

A company should 
maintain sufficient 
inventory quantities to 
meet customer demand 
while at the same time 
minimizing inventory 
ordering and carrying 
costs.
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in talking to so many intermediate accounting faculty, we heard more than how to improve the book—there 
was much, much more that both users and nonusers insisted we keep exactly as it was. Here are some of the 
features that have made spiceland such a phenomenal success in its previous editions.
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How does Spiceland Help My Students 

Improve Their performance?

Online Learning Center (OLC)
www.mheducation.asia/olc/spiceland

Today’s students are every bit as comfortable using a web 
browser as they are reading a printed book. That’s why we offer 
an Online Learning Center (OLC) that follows Intermediate 
Accounting chapter by chapter. It doesn’t require any building 
or maintenance on your part, and is ready to go the moment 
you and your students type in the URL.

As your students study, they can refer to the OLC website  
for supplementary help and benefits such as IFRS and text 
updates.

A secured Instructor Resource Center stores your essential 
course materials to save you prep time before class. The  
Instructor’s Resource Manual, Solutions Manual, PowerPoint, 
and sample syllabi are now just a couple of clicks away.
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A Great learning System doesn’t Stop 
with the Book
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How does Spiceland Help My Students 

Improve Their performance?

Instructor Supplements
Assurance of Learning Ready
Many educational institutions today are focused on the  
notion of assurance of learning, an important element of 
some accreditation standards. Intermediate Accounting is 
designed specifically to support your assurance of learning 
initiatives with a simple, yet powerful solution.
 Each test bank question for Intermediate Accounting 
maps to a specific chapter learning objective listed in the 
text. Match the text’s learning objectives with the learning 
objectives for your course, and you can then use the 
test bank questions to collect and present assurance of 
learning.

AACSB Statement
The McGraw-Hill Companies is a proud corporate member 
of AACSB International. Understanding the importance 
and value of AACSB accreditation, McGraw-Hill’s 
Accounting series recognizes the curricula guidelines 
detailed in the AACSB standards for business accreditation 
by connecting selected questions in the text and the test 
bank to the six general knowledge and skill guidelines in 
the AACSB standards.
 The statements contained in Intermediate Accounting 
are provided only as a guide for the users of this textbook. 
The AACSB leaves content coverage and assessment 
within the purview of individual schools, the mission of  
the school, and the faculty. While Intermediate Accounting 
and the teaching package make no claim of any specific 
AACSB qualification or evaluation, we have within 
Intermediate Accounting labeled selected questions 
according to the six general knowledge and skills areas.

Instructor’s Resource Manual
This manual provides for each chapter: (a) a chapter  
overview; (b) a comprehensive lecture outline;  
(c) extensive teaching transparency masters that can 
be modified to suit an instructor’s particular needs or 
preferences; (d) a variety of suggested class activities  
(real world, ethics, professional development activities 
including research, analysis, communication and  
judgment, and others); and (e) an assignment chart 
indicating topic, learning objective, and estimated 
completion time for every question, exercise, problem,  
and case.

Solutions Manual
The Solutions Manual includes detailed solutions for every 
question, exercise, problem, and case in the text.

Instructor’s CD-ROM
ISBN-13: 978 1 259 01215 0 (ISBN-10: 1 259 01215 8)

This all-in-one resource contains the Instructor’s Resource 
Manual, Solutions Manual, Testbank Word files, and  
PowerPoint® slides.

Testbank
The Testbank is a key component of our Learning System. 
An extensive review process was undertaken to ensure the 
most complete, accurate, rigorous, and flexible Testbank 
available. Greater variety was added at each level of rigor. 
It has been revised for all changes and additions to the 
text. For example, new materials on the proposed standard 
on revenue recognition in the Where We’re Headed 
chapter supplement in Chapter 5 were added to the 
Testbank and Instructor Resource Manual.

Online Learning Center (OLC): www.mheducation.asia/olc/spiceland

spi26878_FMITCS4.indd   15 31/07/2012   11:25 AM



Intermediate Accounting authors know from their years of teaching experience what separates a great  
textbook from a merely adequate one. Every component of the learning package must be imbued with the 
same style and approach, and that’s why the Intermediate Accounting authors write every major ancillary 
themselves, whether printed or online. It’s one more thing that sets Intermediate Accounting far above the 
competition.

xvi	 PREFACExvi	 PREFACE

Student Supplements
Text Update 
Students can check the OLC for online realtime updates  
or additions to the text or additional resources.

IFRS Update
Updates of major changes to the IFRS covered in the  
IFRS will be posted on the OLC.

“This is a well-written text, with good integration. 
It has a full range of computerized and other 
support materials; and the authors personally 
write and check the practice questions, examples, 
and text items.”

—Elaine Henry, University of Miami

“The quality of the material presented is second 
to none. Chapters can be re-arranged as we 
constantly improve our accounting curriculum. 
Most important, students will read this book! The 
end-of-chapter material is outstanding.”

—Barbara Reider, University of Montana
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What’s new in the IFRS Edition?
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Chapter 1
ENVIRONMENT AND THEORETICAL 
STRUCTURE OF FINANCIAL 
ACCOUNTING
•	 Expanded the discussion of the history of 

standard setting in iasb, the structure of 
the iasb and its supporting organizations, 
and the roles of each supporting 
organization.

•	 included a discussion of the iasb’s 
standard setting due process and 
expanded the discussion of politics in 
iasb standard setting.

•	 Expanded the discussion of principles-
based and rules-based standards, and 
compared and contrasted the two 
approaches to standard setting. 

•	 included a discussion of the iasb’s 
conceptual framework, including the 
iasb’s definition of an asset, liability, 
equity, income, and expenses, the iasb’s 
revenue recognition criteria, and concepts 
of capital, capital maintenance, and profit 
determination.

•	 added end-of-chapter questions on the 
iasb and its supporting organizations.

•	 added a singapore airlines case related to 
the elements of financial statements and 
disclosures under ifrs.

Chapter 3
THE STATEMENT OF FINANCIAL 
POSITION AND FINANCIAL 
DISCLOSURES
•	changed the key accounting terminology 

to reflect the language used in ifrs.
•	replaced several illustrations of real world 

financials with the financials of companies 
using ifrs.

•	 included an analysis of singapore airlines’ 
liquidity and financing ratios, compared 
with those of air france-Klm and cathay 
pacific airways.

•	replaced end-of-chapter questions 
featuring real world companies with the 
financials of companies using ifrs.

Chapter 4
THE INCOME STATEMENT AND 
STATEMENT OF CASH FLOWS
•	revised the discussion of separately 

reported items to exclude the reporting of 
extraordinary items which is prohibited 
under ifrs.

•	 included a discussion of what constitutes 
a discontinued operation under ifrs, and 
the proposed changes to the definition of 
discontinued operations that result from 
the convergence efforts of the iasb and 
the fasb.

•	replaced several illustrations of real world 
financials with the financials of companies 
using ifrs.

•	 included discussion of the ifrs allowing 
flexibility in the classifications of interest 
received, dividends received, interest paid, 
and dividends paid in the statement of 
cash flows.

•	replaced end-of-chapter questions 
featuring real world companies with the 
financials of companies using ifrs.

Chapter 5
INCOME MEASUREMENT AND 
PROFITABILITY ANALYSIS
•	 included discussions of the revenue 

recognition criteria under ifrs, accounting 
for revenue from installment sales under 
ifrs, the methods of accounting for long-
term contracts under ifrs, and revenue 
recognition in situations of significant 
uncertainty. 

•	replaced illustrations of real world 
financials with the financials of companies 
using ifrs.

•	 included in the appendix a discussion of 
the differences between ifrs and U.s. 
Gaap in interim reporting.

•	 included discussions of the differences 
between current ifrs and the proposed 
standard on revenue recognition in  
the chapter supplement on the joint  
iasb/fasb revenue recognition  
project.

•	 included discussions of the differences 
between current ifrs and U.s. Gaap in 
accounting for revenue throughout the 
chapter and chapter supplement.

•	replaced end-of-chapter questions 
featuring real world companies with the 
financials of companies using ifrs. 

Chapter 7
CASH AND RECEIVABLES
•	 changed the key accounting terminology 

to reflect the language used in ifrs.
•	 replaced several illustrations of real world 

financials with the financials of companies 
using ifrs.

•	 replaced discussion of accounting 
for uncollectible accounts and notes 

receivable to reflect the use of an incurred 
loss model as required under ifrs 
for financial assets (as opposed to an 
expected loss model allowed under U.s. 
Gaap).

•	 added discussion of accounting for 
transfers of receivables as sales v. loans, 
and the circumstances under which 
transfers of receivables qualify for  
de-recognition under ifrs.

Chapter 8
INVENTORIES: MEASUREMENT
•	changed the key accounting terminology 

to reflect the language used in ifrs.
•	replaced several illustrations of real world 

financials with the financials of companies 
using ifrs.

•	added discussion of the reasons why 
iasb does not permit the use of the lifo 
method.

Chapter 9
INVENTORIES: ADDITIONAL ISSUES
•	changed the key accounting terminology 

to reflect the language used in ifrs.
•	added discussion of the use of net 

realizable value (nrv) as the market value 
in the valuation of inventory at the lower 
of cost and market under ifrs.

•	added discussion of subsequent reversal 
of inventory write-downs to market under 
ifrs. 

Chapter 10
PROPERTY, PLANT AND EQUIPMENT, 
INVESTMENT PROPERTY AND 
INTANGIBLE ASSETS: ACQUISITION 
AND DISPOSITION
•	changed the key accounting terminology 

to reflect the language used in ifrs.
•	replaced several illustrations of real world 

financials with the financials of companies 
using ifrs.

•	added discussion of accounting for 
investment property under ifrs. 

•	added discussion of accounting for 
government grants under ifrs.

•	added discussion of accounting for 
borrowing costs incurred in relation to 
qualifying assets under ifrs.

•	added discussion of accounting 
for expenditures on research and 
development under ifrs.
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This new IFRS edition of Intermediate Accounting includes the following list of changes and new in-depth 
content that is based on the IFRS.

xviii	 PREFACE

Chapter 11
PROPERTY, PLANT AND EQUIPMENT, 
INVESTMENT PROPERTY AND 
INTANGIBLE ASSETS: UTILIZATION 
AND IMPAIRMENT
•	Changed the key accounting terminology 

to reflect the language used in IFRS.
•	Added discussion of accounting for 

changes in fair value of property, plant 
and equipment after initial measurement 
using the cost method and the revaluation 
method.

•	Added discussion of accounting for 
changes in fair value of investment 
property after initial measurement 
using the cost method and the fair value 
method.

•	Added discussion of accounting for 
subsequent change in use of property 
as property, plant and equipment vs. 
investment property.

•	Added discussion of accounting for 
impairment in value of property, plant 
and equipment, investment property and 
intangible assets (finite-life intangible 
assets, indefinite-life intangible assets and 
goodwill) under IFRS.

Chapter 12
INVESTMENTS
•	 Included in-depth discussion of the 

measurement of financial assets under 
IAS No. 39.

•	 Explained and illustrated the accounting 
for investments in associates in the 
separate and consolidated financial 
statements.

•	 Explained the concepts and application of 
the incurred loss model under IAS No. 39.

•	 Enhanced discussion of fair value 
disclosures, including updates to reflect 
new requirements.

•	 Enhanced discussion of differences 
between IFRS and U.S. GAAP.

•	 Introduced a new appendix 12C that 
explains the accounting classifications 
under IFRS No. 9.

•	Added real world cases related to 
accounting for investments using IFRS.

Chapter 13
CURRENT LIABILITIES AND 
CONTINGENCIES
•	 Included in-depth discussion and 

illustration of the IFRS requirements on 
provisions and contingencies.

•	 Presented detailed flowcharts to explain 
the differences between provisions, 
contingent liabilities, legal obligations and 
constructive obligations.

•	 Provided detailed explanations on more 
complex provisions e.g. onerous contracts 
and restructuring provisions.

•	 Enhanced discussion of asserted and 
unasserted legal claims.

•	 Enhanced discussion of differences 
between IFRS and U.S. GAAP.

•	Added real world cases related to 
accounting for current liabilities and 
contingencies using IFRS.

Chapter 14
BONDS AND LONG-TERM NOTES
•	 Included explanations of the accounting 

for financial liabilities and the fair value 
option as applied to liabilities under  
IFRS.

•	 Provided detailed explanations and 
illustrations of accounting for  
convertible bonds in accordance with  
IAS No. 32.

•	 Incorporated in-depth explanations of 
accounting for more complex situations 
(e.g. debt modifications) under IFRS.

•	 Enhanced discussion of differences 
between IFRS and U.S. GAAP.

•	Added financial ratio analysis using IFRS 
reported information from real-world 
cases 

•	Added real world cases related to 
accounting for bonds and long-term notes 
under IFRS.

Chapter 15
LEASES
•	 Explained and illustrated the principles-

based approach of IAS No. 17.
•	 Included special illustrations on complex 

scenarios to illustrate the application of 
IAS No. 17, for example sale-leaseback 
transactions that are not at arms-length 
pricing.

•	 Highlighted the unique features of  
IAS No. 17 in comparison with U.S. 
GAAP.

•	 Enhanced the explanations of the 
differences between IFRS and U.S.  
GAAP

•	 Added a Where We’re Headed box 
to discuss the joint IASB/FASB lease 
accounting project, comparing the  
new proposed standard with existing  
IFRS.

•	Added real world cases related to 
accounting for leases using IFRS.

Chapter 16
ACCOUNTING FOR INCOME TAXES
•	 Included in-depth discussion on the 

principles and application of the 
requirements of IAS No. 12, with particular 
emphasis on  the balance sheet approach 
of IAS No. 12.

•	 Explained the special terms in IAS 
No. 12, for example, the concept of the 
“tax base”.

•	 Improved the discussion on the 
reconciliation between the balance sheet 
approach and the income statement 
approach.

•	 Enhanced the discussion on the 
differences between IFRS and U.S.  
GAAP.

•	 Enhanced the discussion of the Coping 
with Uncertainty section.

•	 Added real world cases related to 
accounting for income taxes using  
IFRS.

Chapter 17
PENSIONS AND OTHER 
POSTEMPLOYMENT BENEFIT PLANS
•	 Included substantial new text on the 

revised IAS No. 19 applicable with 
effect from periods beginning January 1, 
2013.

•	 Provided in-depth illustrations of scenarios 
under the revised IAS No. 19.

•	 Revised and updated each of the 
integrated IFRS boxes to reflect the new 
IASB amendment to its postemployment 
benefit standard, IAS No. 19.  

•	 Revised all related end-of-chapter 
assignment materials to test application  
of the revised IAS No. 19.

•	 Modified the discussion of comprehensive 
income to reflect the significance of other 
comprehensive income.

•	 Enhanced the discussion on the 
differences between IFRS and U.S. GAAP. 

•	 Explained the conceptual underpinnings 
of the immediate expense versus 
amortization approaches.

•	Added real world cases related to 
accounting for defined benefit plans using 
IFRS.

Chapter 18
SHAREHOLDERS’ EQUITY
•	 Changed the key accounting terminology 

to reflect the language used in IFRS.
•	 Expanded the discussion of the reporting 

of attributes of other comprehensive 
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income in the financial statements by 
comparing ifrs and U.s. Gaap reporting 
of accumulated other comprehensive 
income.

•	 Expanded the discussion of share 
issue costs and debt transaction costs 
by comparing ifrs and U.s. Gaap 
accounting treatment of share issue and 
debt transaction costs.

•	 revised and expanded the discussion of 
bonus issues and share splits by focusing 
on the ifrs treatment for bonus issue  
and share splits, comparing the ifrs 
and U.s. Gaap accounting treatment, 
and allowing for alternative treatments 
depending on the corporation laws of  
the country of incorporation. 

•	 replaced illustrations of real world 
financials with the financials of companies 
using ifrs.

•	 replaced real world case with a singapore 
airlines case related to accounting for 
shareholders’ equity under ifrs.

Chapter 19
SHARE-BASED COMPENSATION AND 
EARNINGS PER SHARE
•	 included in-depth explanations and 

illustrations of IFRS No. 2.
•	provided explanations of the detailed 

processes under IAS No. 33.
•	Enhanced the discussion on the 

differences between ifrs and U.s.  
Gaap.

•	added real-world cases related to 
accounting for share-based compensation 
and earnings per share using ifrs.

Chapter 21
STATEMENT OF CASH FLOWS 
REVISITED
•	 Expanded the discussion on differences 

between ifrs and U.s. Gaap in the 
classifications of interest received, 
dividends received, interest paid, and 
dividends paid in the statement of cash 
flows, and differences in the requirement 
to report the reconciliation between net 
income and net cash flows from operating 
activities.  

•	 replaced illustrations of real world 
financials with the financials of companies 
using ifrs.

•	 replaced real world cases with singapore 
airlines cases related to the analysis of the 
statement of cash flows and statement of 
cash flows presentation under ifrs.
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Lynette Chapman-Vasill, Texas A & M University

Linda G. Chase, Baldwin–Wallace College

Nancy Christie, Virginia Tech

Stan Chu, Borough of Manhattan Community College

Kwang Chung, Pace University Nyc

Christie Comunale, Long Island University–Cw Post

Elizabeth C. Conner, University of Colorado-Denver

John Dallmus, Arizona State University–West

Johnny Deng, California State University Sacramento

Emily Drogt, Grand Valley State University

Jan Duffy, Iowa State University

Tim Eaton, University of Miami Ohio

Dennis Elam, Texas A & M University

Ed Etter, Eastern Michigan University

Anita Feller, University of Illinois–Champaign

Mark Felton, University of Saint Thomas

Gary Freeman, Northeastern State University

Clyde Galbraith, West Chester University of Pa

John Giles, Nc State University-Raleigh

Kathrine Glass, Indiana University–Bloomington

Robert T. Gregrich, Brevard Community College

Amy Haas, Kingsborough Community College

Abo-El-Yazeed T. Habib, Minnesota State University–Mankato

John Hathorn, Metropolitan State College of Denver

Frank Heflin Florida State University

John Hoffer Stark State College of  Tech

Travis Holt University of  Tennessee–Chattanooga

Donald Hoppa Roosevelt University–Schaumburg

Tom Hrubec Franklin University

Kathy Hsiao Yu Hsu University of Louisiana–Lafayette

Mark Jackson University of Nevada–Reno

Ching-Lih Jan California State University–East Bay

Randy Johnston University of Colorado–Boulder

Christopher Jones California State University–Northridge

Jessica Jones Chandler-Gilbert Community College

Celina Jozsi University of South Florida–Tampa

Beth Kane Columbia College–Columbia

Shannon Knight Texas A & M University

Adam Koch University of Virginia

John Krahel Rutgers University–Newark

Jerry G. Kreuze Western Michigan University–Kalamazoo

Lisa Kutcher Colorado State University

Brad Lail Nc State University–Raleigh

Sheldon Langsam Western Mich University–Kalamazoo
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as you know if you’ve read this far, Intermediate Accounting would not be what it is without the 
passionate feedback of our colleagues. through your time and effort, we were able to create a learning  
system that truly responds to the needs of the market, and for that, we sincerely thank each of you.

Howard Lawrence University of Mississippi

Janice Lawrence University of Nebraska–Lincoln

Gerald P. Lehman Madison Area Technical College–Truax

Wei Li Kent State University-Kent

Terry Lindenberg University of Maryland–University College

Henock Louis Penn State University–University Park

Steven Lustgarten Bernard M. Baruch College

Victoria Mahan Clark State Community College

Bob Maust West Virginia University–Morgantown

Katie Maxwell University of Arizona

Alan Mayer-Sommer Georgetown University

John Mills University of Nevada-Reno

Gary Mingle Golden Gate University

Tommy Moores University of Nevada–Las Vegas

John Murphy Iowa State University

Ramesh Narasimhan Montclair State University

Sia Nassiripour William Paterson University

Siva Nathan Georgia State University

Linda Nichols Texas Tech University

Sewon O Texas Southern University

Emeka Ofobike University of Akron

Stevan Olson Missouri State University

William Padley Madison Area Technical College–Truax

Hong Pak California State Polytechnic University–Pomona

Moses Pava Yeshiva University

Alee Phillips University of Kansas–Lawrence

Byron Pike Minnesota State University–Mankato

Kevin Poirier Johnson & Wales University

Atul Rai Wichita State University

Philip M Reckers Arizona State University–Tempe

Barbara Reider University of Montana

Eric Rothenburg Kingsborough Community College

Anwar Salimi California State Polytechnic University–Pomona

Timothy Sigler Stark State College of Tech

Kathleen Simons Bryant University

Craig Sisneros Wichita State University

Kevin Smith Utah Valley University–Orem

Sheldon R. Smith Utah Valley University–Orem

Victor Stanton University of Calif–Berkeley

Dan Stubbs Rutgers University–New Brunswick

Pamela S. Stuerke University of Missouri–St Louis

Domenic Tavella Pittsburgh Technical Institute

Kathy Terrell University of Central Oklahoma

Paula B. Thomas Middle Tennessee State University

Samuel Tiras Louisiana State University–Baton Rouge

Ingrid Ulstad University of  Wisconsin–Eau Claire

Rishma Vedd California State University–Northridge

Marcia Veit University of Central Florida

Bruce Wampler University of Tennessee–Chattanooga

Isabel Wang Michigan State University–East Lansing

Kun Wang Texas Southern University

Nancy Wilburn Northern Arizona

Mike Wilson Metropolitan State University

Jennifer Winchel University of South Carolina

Joni J. Young University of New Mexico–Albuquerque

Sixth Edition Reviewers
The Spiceland team also extends sincere thanks to the reviewers 
of the sixth edition, without whose input we could not have made 
Intermediate Accounting the extraordinary success it has been.

Peter Aghimien, Indiana University–South Bend

Pervaiz Alam, Kent State University

Dave Alldredge, Salt Lake Community College

Matthew J. Anderson, Michigan State University–East Lansing

Marie Archambault, Marshall University

Debbie Archambeault, University of Tennessee–Chattanooga

Paul Ashcroft, Missouri State University

Florence Atiase, University of Texas–Austin

Steven Balsam, Temple University

James Bannister, University of Hartford

Charles P. Baril, James Madison University
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Cheryl Bartlett, Central New Mexico Community College

Homer Bates, University of North Florida

Ira Bates, Florida A & M University

Deborah F. Beard, Southeast Missouri State University

Yoel Beniluz, Rutgers University–New Brunswick

Rick Berschback, Walsh College

Mark Bezik, Idaho State University

Bruce Branson, NC State University–Raleigh

Phil Buchanan, George Mason University

Jay Buchanon, Burlington Community College

Charles A. Carslaw, University of Nevada–Reno

Dennis Chambers, Kennesaw State University

Kimberly Charland, Kansas State University

Linda Chase, Baldwin-Wallace College

Agnes Cheng, Louisiana State University–Baton Rouge

Cal Christian, East Carolina University

Stan Chu, Borough of Manhattan Community College

Karen Collins, Lehigh University

Elizabeth Conner, University of Colorado–Denver

Teresa Conover, University of North Texas

Paul Copley, James Madison University

John Dallmus, Arizona State University–West

Li Dang, California Polytechnic State University

Charles Davis, California State University–Sacramento

Denise de la Rosa, Grand Valley State University

Keren Deal, Auburn University–Montgomery

Robert Depasquale, Saint Vincent College

Patricia Derrick, Salisbury University

Robert Derstine, Villanova University

Doug DeVidal, University of Texas–Austin

Victoria Dickinson, University of Florida–Gainesville

Jan Duffy, Iowa State University

Barbara Durham, University of Central Florida

Terry G. Elliott, Morehead State University

James Emig, Villanova University

Denise English, Boise State University

Kathryn Epps, Kennesaw State University

Ed Etter, Eastern Michigan University

Larry Farmer, Middle Tennessee State University

Anita Feller, University of Illinois–Champaign

Pat Fort, University of Alaska–Anchorage

Karen Foust, Tulane University

Gail Fraser, Kean University

Ann Gabriel, Ohio University–Athens

Clyde Galbraith, West Chester University of PA

Aloke Ghosh, Bernard M. Baruch College

Daniel Gibbons, Columbia College–Christian County

John Giles, NC State University–Raleigh

Lisa Gillespie, Loyola University–Chicago

Dan Givoly, Penn State University–University Park

Ronald Gray, University of West Florida

Daryl Max Guffey, Clemson University

Ronald Halsac, Community College of Allegheny County

Coby Harmon, University of California–Santa Barbara

Carolyn Hartwell, Wright State University–Dayton

Daniel He, Monmouth University

John Hoffer, Stark State College of Technology

Harry Howe, State University College–Geneseo

Kathy Hsiao Yu Hsu, University of Louisiana–Lafayette

Patricia Hughes, University of Pittsburgh

Evelyn Hwang, Eastern Michigan University

Raghavan J. Iyengar, North Carolina Central University

Christopher Jones, California State University–Northridge

Lisa Koonce, University of Texas–Austin

Jerry Kreuze, Western Michigan University–Kalamazoo

Timothy Krumwiede, Bryant University

Steven Lafave, Augsburg College

Sheldon Langsam, Western Michigan University–Kalamazoo

Doug Laufer, Metro State College of Denver

Janice Lawrence, University of Nebraska–Lincoln
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Charles Leflar, University of Arkansas–Fayetteville

Tim Lindquist, University of Northern Iowa

Joseph Lipari, Montclair State University

Danny Litt, University of California–Los Angeles

Chao-Shin Liu, University of Notre Dame

Heidemarie Lundblad, California State University–Northridge

Susan A. Lynn, University of Baltimore

Jeff Mankin, Lipscomb University

Josephine Mathias, Mercer County Community College

Florence McGovern, Bergen Community College

Tammy Metzke, Milwaukee Area Technical College

John Mills, University of Nevada–Reno

Birendra Mishra, University of California–Riverside

Richard Monbrod, DeVry University–Chicago

Louella Moore, Arkansas State University–State University

Tommy Moores, University of Nevada–Las Vegas

Lisa Murawa, Mott Community College

Brian Nagle, Duquesne University

Albert Nagy, John Carroll University

Ramesh Narasimhan, Montclair State University

Siva Nathan, Georgia State University

Linda Nichols, Texas Tech University

Michelle Nickla, Ivy Tech Community College of Indiana

Sewon O, Texas Southern University

Emeke Ofobike, University of Akron

Lori Olsen, North Dakota State University–Fargo

Don Pagach, NC State University–Raleigh

Hong S. Pak, California State Polytechnic University–Pomona

Susan Pallas, Southeast Community College

Patricia Parker, Columbus State Community College

Simon Pearlman, California State University–Long Beach

Ray Pfeiffer, University of Massachusetts–Amherst

Catherine Plante, University of New Hampshire

John Plouffe, California State University–Los Angeles

Grace Pownall, Emory University

Dale Prondzinski, Davenport University

Monsur Rahman, Indiana University of PA–Indiana

Kenneth C. Rakow, Louisiana State University–Baton Rouge

Barbara Reider, University of Montana

Raymond Reisig, Pace University

Jeri Ricketts, University of Cincinnati

Carol Rogers, Central New Mexico Community College

Eric Rothenburg, Kingsborough Community College

Huldah A. Ryan, Iona College–New Rochelle

Maria Sanchez, Rider University

Lisa Sandifer, Delta State University

Alexander Sannella, Rutgers University–Newark

William Schwartz, University of Arizona

Michael Serif, Dowling College

Kathy Sevigny, Bridgewater State College

Andreas Simon, California Polytechnic State University

Kathleen Simons, Bryant University

Debra Sinclair, Georgia Southern University

Mike Slaubaugh, Indiana University/Purdue University–Ft. Wayne

Cynthia Sneed, Jacksonville State University

Nancy Snow, University of Toledo

Victor Stanton, University of California–Berkeley

Lorraine Stern, York College

Benjamin Tai, California State University–Fresno

Pavani Tallapally, Slippery Rock University of PA

Karen Teitel, College of the Holy Cross

Forrest Thompson, Florida A & M University

Samuel Tiras, Louisiana State University–Baton Rouge

Terry Tranter, University of Minnesota–Minneapolis

Mike Vasilou, Devry University–Chicago

Marcia Veit, University of Central Florida

Kenton Walker, University of Wyoming–Laramie

Bruce Wampler, Louisiana State University–Shreveport

Jane Wells, University of Kentucky–Lexington

Michael Yampuler, University of Houston

Linda Zucca, Kent State University
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We are Grateful
We would like to acknowledge Ilene Persoff, CW Post Campus/Long Island University, and Lisa Gil-

lespie, Loyola University, for their detailed accuracy check of the Testbank. Special thanks are also due 

to Beth Kane, Columbia College, for her contributions to the accuracy and quality of the PowerPoints. 

Bill Padley of Madison Area Technical College contributed greatly to the production of the Working  

Papers. In addition, we thank Jon A. Booker and Charles W. Caldwell of Tennessee Technological  

University, Cynthia J. Rooney of University of New Mexico, and Susan C. Galbreath of David Lipscomb 

University for crafting the PowerPoint Slides; and Jack E. Terry, ComSource Associates, for develop-

ing the Excel Templates. Anita Feller of the University of Illinois-Champaign, Lawrence Tomassini of 

the Ohio State University, Andreas Simon of California Polytechnic State University, Barbara Muller of 

Arizona State University, Mark McCarthy of East Carolina University as well as the team of experts who 

contributed new content and accuracy checks of Connect, LearnSmart and Self-Quiz and Study prod-

ucts. We greatly appreciate everyone’s hard work on these products!

Ilene Persoff, CW Post Campus/Long Island University, and Mark McCarthy, East Carolina University, 

made significant contributions to the accuracy of the text, end-of-chapter material, and solutions 

manual. 

We were saddened to learn of the death of Anita Feller while we were preparing this edition. Anita was 

a long-time supporter and contributor to the project. She will be greatly missed.

We are most grateful for the talented assistance and support from the many people at McGraw-Hill/

Irwin. We would particularly like to thank Brent Gordon, editor in chief; Tim Vertovec, publisher; Stewart  

Mattson, executive editor; Dana Woo, senior sponsoring editor; Rebecca Mann, developmental  

editor; Kathleen Klehr, senior marketing manager; Pat Frederickson, lead project manager; Michael 

McCormick, buyer; Laurie Entringer, designer; Jeremy Cheshareck, senior photo research coordinator; 

and Rachel Townsend, media project manager.

Finally, we extend our thanks to Kaplan CPA Review for their assistance developing simulations for our 

inclusion in the end-of-chapter material, as well as Dell and Air France–KLM for allowing us to use their 

Annual Reports throughout the text. We also acknowledge permission from the AICPA to adapt mate-

rial from the Uniform CPA Examination, the IMA for permission to adapt material from the CMA Exami-

nation, and Dow Jones & Co., Inc., for permission to excerpt material from The Wall Street Journal.

David Spiceland        Jim Sepe        Mark Nelson
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Special acknowledgements for the IFRS Edition

We would like to thank Professor Pang Yang Hoong, Dean, School of Accountancy, Singapore 

Management University; Professor Gillian Yeo, Interim Dean, Nanyang Business School; and colleagues 

at Singapore Management University and Nanyang Technological University, for their encouragement to 

us during the development of the IFRS Edition of Intermediate Accounting.

We are grateful for the help and support of the management and editorial team of McGraw-Hill 

Education (Asia) without whose help, this book would not have been possible. In particular, we would 

like to extend our heartfelt thanks to Joey Tan, acquisition editor; Doreen Ng, production editor; 

and Leow Wei Hui, production editor, for their tremendous commitment and dedication, patience 

and encouragement throughout the development process of the IFRS Edition. We would like to 

acknowledge the valuable contributions of Jerene Tan and Pauline Chua who were instrumental in 

managing the project in its earlier stages, and Irene Yeow for her editorial contributions to certain 

chapters of the book. 

We would also like to thank Associate Professor Chng Chee Kiong of the National University of 

Singapore for his helpful advice and feedback on the text; our research assistants, Mei-Shan Chua, Siew-

Ling Tan, Amanda Tong, Jing-Yang Lee, and Zhi-Yuan Kwan for their assistance with real-world cases and 

editorial and administrative assistance; and Gordon Cheong and Jet-Win Ong, for their assistance with 

the PowerPoint Slides and Instructor’s Resource Manual.

We are very grateful to Singapore Airlines for allowing us to include their 2011 financial statements 

in all new copies of the text, and to all the companies featured in our real-world illustrations for 

allowing us to use extracts of their Annual Reports throughout the text. We would also like to thank 

the IFRS Foundation for giving us the permission to reproduce extracts of the IFRS © IFRS Foundation 

throughout the text.

Pearl Tan        Bernardine Low        Kin-Yew Low

spi26878_FMITCS4.indd   25 31/07/2012   11:26 AM




