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Subject Index

A
accelerated depreciation methods, 9-12
account, 3-14–3-15, 3-21
account form, 3-15f
accounting, 1-2
accounting cycle, 3-3, 3-37f, 4-42f

adjusted trial balance, 4-30–4-31, 4-30f, 
4-36–4-37f

adjusting entries. See adjusting entries
closing entries, 4-34–4-41
financial statements, preparation of,  

4-31–4-32, 4-31f
journalizing transactions, 3-21–3-23
merchandising company, 5-3
post-closing trial balance, 4-40–4-41f
posting transactions, 3-23–3-25
transactions analysis, 3-2–3-14
trial balance, 3-34–3-37

accounting equation, 1-17, 1-20, 3-4, 3-15
accrued expenses, 4-24f
accrued revenues, 4-27f
after closing entries, 4-35f
basic analysis, 3-5, 3-13
before closing entries, 4-34f
deferred revenues, 4-19f
equation analysis, 3-5, 3-5f, 3-12f, 3-13,  

3-13f, 3-14
expanded accounting equation, 3-4f
prepaid expenses, 4-17f
transactions analysis, 3-3–3-14

accounting information
external users, 1-3–1-4, 1-4f, 1-18, 2-21
internal users, 1-3, 1-3f, 1-18
users of, 1-2–1-5, 4-2
uses of, 1-2–1-5

accounting information system, 3-3
computerized accounting systems,  

3-21, 3-36
journalizing transactions, 3-21–3-23
posting transactions, 3-23–3-25
recording process illustrated, 3-26–3-33
recording transactions, 3-14–3-21
transactions analysis, 3-2–3-14
trial balance, 3-34–3-37

accounting principles, 1-8
see also generally accepted accounting 

principles (GAAP)
accounting software, 3-21
accounting standards, 1-8, 1-28

see also Accounting Standards for Private 
Enterprises (ASPE); International 
Financial Reporting Standards (IFRS)

Accounting Standards for Private Enterprises 
(ASPE), 1-8

accounting standards, 1-28
allowance for doubtful accounts, 8-6, 8-24
amortization, 2-6–2-7, 2-27, 4-15,  

9-24, 9-36

basic earnings per share, 2-27,  
14-28–14-29

bond premiums and discounts, 12-29
bonds, 10-29, 10-36, 12-24
business activities, 13-4
capital lease, 9-6
classification of activities, 13-40
comprehensive income, 5-23, 11-36, 14-38
consolidation, 12-29
contingent liabilities, 10-10, 10-36
cost model, 9-7, 9-36
development costs, 9-26, 9-37
direct method, 13-17
disclosure, 9-37
earnings-based approach, 4-5, 5-14
earnings per share, 2-18, 11-30,  

11-36, 14-38
effective-interest method, 10-29, 12-24
expenses, 5-38
fair value through other comprehensive 

income, 12-29
goodwill, 9-29, 9-37
impairment loss, 9-16, 9-36
intangible assets, and reversals, 9-25
intangible assets with indefinite lives, 9-24
inventory, reporting, 6-23
inventory cost formulas, 6-6
investments, 12-20, 12-21f
investments in associates, 12-29
issue of shares for noncash  

consideration, 11-35
leases, 9-6, 9-36
long-lived assets, 9-30
other comprehensive income, 5-38, 11-22, 

12-10, 14-35
policy choices, 14-35
provisions, 10-10, 10-36
revaluation model, 9-16
revenue recognition, 4-5, 4-44, 5-38
sales discounts, 5-35–5-36, 5-38
sales returns, 5-34–5-35, 5-38
sales revenue, 5-14
segment disclosure, 14-34, 14-38
share issue, 11-9
shareholders’ equity, 11-24, 11-25f
single-step statement of income, 5-20
statement of comprehensive income, 5-38
statement of income, 5-38
statement of retained earnings, 1-17, 1-28, 

11-24, 11-36
accounting transaction, 3-3

see also transactions analysis
accounts payable, 1-12, 2-8, 3-8

changes in, 13-15
partial payment of, 3-10, 3-10f, 3-30f

accounts receivable, 1-11, 2-4, 3-8, 8-3
see also accounts receivable management
accrued receivables, 4-25–4-26, 4-26f

aging of accounts receivable, 8-7–8-8
carrying amount, 8-7
changes in, 13-13
partial collection, 3-11, 3-11f, 3-31f
recording accounts receivable, 8-3–8-4
social media, and debt collectors, 8-12
subsidiary ledger, 8-4, 8-5f
uncollectible accounts receivable, 8-6–8-14

accounts receivable management,  
8-19–8-23

and cash, 8-22
credit, extension of, 8-20
liquidity of receivables, 8-21–8-22
monitoring collections, 8-20
payment period, 8-20

accrual basis accounting, 2-21, 4-3–4-5, 4-3f, 
4-4f, 4-32, 9-8

accruals, 4-10, 4-10f, 4-20–4-27
accrued expenses, 4-10f, 4-21–4-25
accrued liabilities, 4-21

see also accrued expenses
accrued payables, 2-8, 4-21
accrued receivables, 2-4,  

4-25–4-26, 4-26f
accrued revenues, 4-10f, 4-25–4-27
accumulated depreciation, 2-6, 9-7,  

13-19–13-20
Accumulated Depreciation account,  

4-16, 9-7
accumulated other comprehensive income 

(AOCI), 1-25, 5-23–5-24
accumulated other comprehensive 

income (AOCI), 1-25, 5-23–5-24, 11-22, 
11-25f, 12-23, 13-25

adjusted trial balance, 4-30–4-31, 4-30f, 
4-36–4-37f

adjusting entries, 4-9
accruals, 4-20–4-27
accrued expenses, 4-21–4-25
accrued revenues, 4-25–4-27
deferred revenues, 4-18–4-20, 4-18f, 4-19f
depreciation, 4-15–4-17, 4-16f
financial statements, preparation of, 4-10
illustration, 4-28–4-29, 4-28f, 4-29f
income tax, 4-24
insurance, 4-13–4-14, 4-13f
interest, 4-21–4-22
need for, 4-10–4-11
periodic inventory system, 5-11
perpetual inventory system, 5-11
prepaid expenses, 4-12–4-17, 4-13f, 4-17f
prepayments, 4-12–4-20
purchase transactions, 5-11
salaries, 4-22–4-24, 4-23f
summary of basic relationships, 4-27–4-28, 

4-27–4-28f
supplies, 4-14–4-15, 4-14f

adjustments, 13-10, 13-10f

Note: Key terms are in bold, along with the page reference on which they are first introduced in the text.  
Page references followed by “f” indicate a figure or table.
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I-4  SUBJECT  IN DE X

aging of accounts receivable, 8-7–8-8
aging schedule, 8-8, 8-8f, 8-20
allowance entry, 8-13
allowance for doubtful accounts, 8-6, 8-8
allowance for expected credit losses, 8-6
allowance method, 8-7, 8-11, 8-13–8-14
allowances

purchase allowances, 5-10–5-11, 5-28
sales allowances, 5-16–5-17, 5-29

alternative accounting policies and estimates, 
14-34–14-35

amortizable amount, 9-8, 9-24
amortization, 2-6–2-7, 2-27, 4-15, 9-24,  

10-27, 10-27f
amortization tables, 10-28f
amortized cost model, 12-6, 12-16f,  

12-26f
analysis of data. See data analytics
analysis of transactions.  

See transactions analysis
annual rate of interest, 8-15
annual report, 1-26, 7-7
annuity, 10-30
AOCI. See accumulated other comprehensive 

income (AOCI)
ASPE. See Accounting Standards for Private 

Enterprises (ASPE)
asset for anticipated returns, 5-15
asset retirement costs, 9-3
asset turnover, 9-33, 9-33f,  

14-25–14-26, 14-32f
assets, 1-10, 1-11, 2-3, 2-24

see also specific types of assets
capital assets, 1-10

see also property, plant, and equipment
cost as asset, 4-12
cost of an asset, 9-7
current assets, 2-3–2-5, 2-4f, 2-9
depreciable assets, 4-15
financial assets, 8-3
fixed assets, 1-10

see also property, plant, and equipment
intangible assets. See intangible assets
long-lived assets. See long-lived assets
non-current assets, 2-5–2-7
prepaid expenses. See prepaid expenses
property, plant, and equipment. See property, 

plant, and equipment
recording increases and decreases in,  

3-16–3-17, 3-16f, 3-19
right-of-use asset, 9-6
short-term assets, 1-11–1-12
on statement of financial position, 2-3–2-7
tangible assets, 9-23
value in use, 9-16
wasting assets, 9-17

assets held for sale, 2-7
assignment of responsibility, 7-3–7-4,  

7-5, 7-13f
associate, 12-10, 12-12–12-14, 12-16f
auditors, 7-7–7-8
auditor’s report, 1-26
authorized shares, 11-5
average collection period, 8-21–8-22, 8-22f, 

14-15–14-16, 14-17f
average cost formula, 6-11–6-13, 6-12f, 

6-14–6-16, 6-16f, 6-28–6-29, 6-28f

B
bad debt recovery, 8-12
bad debts

accounting for, 8-6–8-14
aging of accounts receivable, 8-7–8-8
allowance entry, 8-13
allowance method, 8-7, 8-11, 8-13–8-14
bad debts expense, 8-6, 8-9
collecting uncollectible accounts, 8-12
effects of mismatching bad debts, 8-6f
percentage of accounts receivable, 8-10
recovery entry, 8-13
write-off entry, 8-13
writing off uncollectible accounts,  

8-11, 8-13
Bad Debts Expense, 8-6
balance sheet, 1-17

see also statement of financial position
bank charges expense, 7-23
bank errors, 7-18, 7-20, 7-21
bank indebtedness, 1-10, 2-8, 3-16, 7-25, 10-3
bank loan, 3-6, 3-6f, 3-26f, 13-23
bank loan payable, 1-10
bank overdrafts, 7-25
bank reconciliations, 7-15–7-24

amounts added to bank account (credits), 
7-17–7-18

amounts deducted from bank account 
(debits), 7-15–7-16

bank statements, 7-15–7-18, 7-16f
errors, 7-18
illustration, 7-22, 7-22f
journal entries, 7-23
reconciliation procedures, 7-19, 7-19f
reconciling items per bank, 7-19–7-21, 7-22
reconciling items per company’s books,  

7-21, 7-22
timing differences, 7-18

bank statements, 7-15–7-18, 7-16f
basic analysis, 3-5, 3-13
basic earnings per share (EPS), 2-17–2-18, 

2-18f, 2-27, 2-28, 11-29–11-31, 11-29f,  
11-33f, 14-28–14-29, 14-32f

Big Data, 2-13, 14-12
Bitcoin, 7-11
bond, 10-24

bond discount amortization schedule,  
10-28f

bond interest accrual entries, 10-28f
bond interest expense, 10-26–10-29
bond interest payment entries, 10-27f
bond investment, for investor and  

investee, 12-26
bond investment, for the investor, 12-24–12-26
bond issues, 10-25–10-26
bond prices, 10-25, 10-26f, 10-30–10-35
bonds payable, 10-24–10-35
callable bonds, 10-29
carrying amount, 10-26
discounts, 12-24
effective-interest method, 10-26, 10-27f
face value, 10-25
issue price, 10-30–10-35
premiums, 12-24
retirements, 10-29

bonds payable, 1-10, 2-9
book errors, 7-21, 7-23

book value, 2-6, 4-17
see also carrying amount

bounced cheque, 7-17
see also NSF (not sufficient funds) cheque

bribe, 7-4
Buffett, Warren, 2-19
buildings, 1-10, 9-3, 9-4, 13-19–13-20

see also property, plant, and equipment
business activities. See financing activities; 

investing activities; operating activities
business organization. See forms of business 

organization
buyback, 11-9

C
callable bonds, 10-29
callable preferred shares, 11-13
Canada Business Corporations Act, 11-4,  

11-15, 11-17
Canada Pension Plan (CPP), 10-7, 10-8
Canadian Accounting Standards Board, 1-8
Canadian Intellectual Property Office, 9-25, 9-26
capital, 1-9
capital assets, 1-10

see also property, plant, and equipment
capital cost allowance (CCA), 9-15
capital expenditures, 9-3
capital lease, 9-6
capital stock, 2-10

see also share capital
carrying amount, 2-6, 4-16–4-17, 4-16f, 8-7, 

8-9f, 9-18, 9-20f, 9-22f, 10-26
cash, 1-11, 7-1, 7-11, 13-3

see also cash flows
adequate generation of, 1-29
bank overdrafts, 7-25
cash management, 7-25–7-27, 7-27f
and debt, 10-23
idle cash, 7-26
insurance policy, purchase of, 3-7,  

3-7f, 3-28f
investment, by shareholders, 3-5–3-6,  

3-5f, 3-26f
net cash, 9-8
payments. See cash payments
and poor receivables management, 8-22
receipts. See cash receipts
reporting cash, 7-25
short operating cycles, 5-4
shortage, 8-22
statement of cash flows, 7-25
statement of financial position, 7-25
theft, by employees, 7-19

Cash account, 3-16
cash basis accounting, 4-3–4-5, 4-3f,  

4-4f, 4-32
cash budget, 7-26
cash dividends, 11-15–11-16, 11-16f, 11-19
cash equivalents, 2-4–2-5, 7-25, 13-3
cash flow statement. See statement of  

cash flows
cash flows

see also statement of cash flows
classification of cash flows, 13-3–13-5
and corporate life cycle, 13-28–13-29, 13-28f
free cash flow, 13-30–13-31, 14-20–14-21
and inventory cost formulas, 6-16
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cash management, 7-25–7-27, 7-27f
cash payments, 13-4f, 13-33–13-36, 13-34f

control activities over, 7-13–7-14, 7-14f
employees, 13-35
income tax, 13-36
interest, 13-35
operating expenses, 13-34–13-35
to suppliers, 13-33–13-34

cash receipts, 13-4f, 13-32–13-33, 13-33f
cash in advance, receipt of, 3-9, 3-9f, 3-29f
cheque receipts, 7-13
from customers, 13-32–13-33
electronic receipts, 7-12
from interest, 13-33
internal controls, 7-11–7-13, 7-13f
over-the-counter receipts, 7-12

CCA. See capital cost allowance (CCA)
ceasing operations, 1-10
certain liabilities, 10-3, 10-9–10-10
chart of accounts, 3-24–3-25, 3-24f
cheque receipts, 7-13
cheques, 7-5, 7-13–7-14, 7-18, 7-20
chief executive officer (CEO), 1-7, 7-7
chief financial officer (CFO), 7-7
classified statement of financial position, 

2-2–2-12, 2-3f, 2-11–2-12f
see also statement of financial position

closing entries, 4-34
and accounting equation, 4-34f, 4-35f
other comprehensive income (OCI), 12-18
Sierra Corporation, example, 4-37–4-40, 

4-37f, 4-38f, 4-39f
temporary accounts, 4-35, 4-36

closing process, 4-35f
closing the books, 4-33–4-41
collateral, 10-3
collusion, 7-9
common shares, 1-9, 2-10, 11-5, 11-8–11-11

average cost per share, 11-9
calculation of changes in, 1-16f
issue of, 11-8–11-9
vs. preferred shares, 11-13–11-14
repurchase above average cost, 11-10–11
repurchase below average cost, 11-10
repurchase of, 11-9–11-11
weighted average number of common 

shares, 11-30, 11-30f
common size analysis, 14-7

see also vertical analysis
communication, 7-3
company errors, 7-22, 7-23
comparability, 2-23
comparative analysis, 14-3–14-13

horizontal analysis, 14-3–14-7, 14-3f,  
14-5f, 14-6f

vertical analysis, 14-7–14-11
comparative statement of financial position, 13-6
comparative statements, 1-24
complete, 2-22, 2-22f
compound interest, 10-30
comprehensive income, 5-23, 11-22, 11-22f
computerized accounting systems, 3-21, 3-36
conceptual framework, 2-20–2-26

cost constraint, 2-24
elements of financial statements, 2-24
enhancing qualitative characteristics, 2-23
fair value basis of accounting, 2-25

fundamental qualitative characteristics, 
2-22–2-24

going concern assumption, 2-24
historical cost basis of accounting, 2-25
measurement of the elements, 2-24–2-25
objective of financial reporting, 2-21
qualitative characteristics of useful financial 

information, 2-21–2-24
summary of, 2-25, 2-26f

condensed statements, 1-24
confirmatory value, 2-22, 2-22f
consigned goods, 6-4
consignee, 6-4
consignor, 6-4
consolidated financial statements,  

1-22, 12-11
consolidation, 12-21f
contingent liabilities, 10-10
continuous life, 11-4
contra asset account, 2-6, 4-16
contra expense account, 5-28
contra revenue account, 5-14, 5-35
contract-based approach, 4-5
contracts

identification of, 4-6, 5-13
performance obligation, 4-6, 4-8
verbal agreement, 4-7
written contract, 4-7

contractual interest rate, 10-24
see also coupon interest rate

contributed surplus, 11-21, 11-25f
control, 12-3, 12-21f
control account, 8-4
control activities, 7-3–7-8

assignment of responsibility, 7-3–7-4, 7-5, 7-13f
cash payments, 7-13–7-14, 7-14f
cash receipts, 7-11–7-13, 7-13f
documentation, 7-5–7-6
physical controls, 7-6–7-7, 7-6f, 7-13f
reconciliation, 7-7–7-8
reviews, 7-7–7-8
segregation of duties, 7-4–7-5, 7-19

control environment, 7-2
conversion privilege, 11-13
copyright, 9-25
corporate life cycle, 13-28–13-29, 13-28f
corporations, 1-6–1-7, 11-2

ability to acquire capital, 11-4
advantages, 1-6, 11-5f
characteristics of, 11-3–11-5
continuous life, 11-4
disadvantages, 11-5f
government regulations, 11-4
income tax, 11-4
investments, 12-4f
limited liability, 11-3
management, 11-4
name, 1-8
private corporations. See private corporations
public corporations. See public corporations
revenues, 1-6
separate legal existence, 11-3
share issue considerations, 11-5–11-7
transferable ownership rights, 11-3–11-4

cost
as asset, 4-12
asset retirement costs, 9-3

of assets, 9-7
current cost, 2-25

see also fair value
development costs, 9-26
ending inventory, 5-6
as expense, 4-12
finance costs, 10-12

see also interest expense
flow of costs, 5-5
freight costs, 5-9, 5-15–5-16, 5-27
of iPhone, 5-26
property, plant, and equipment, 9-3–9-6, 9-8
research and development (R&D)  

costs, 9-26
shipping costs, 5-9
unit cost, 6-6

cost basis of accounting, 2-25
cost/benefit considerations, and internal 

controls, 7-9
cost constraint, 2-24
cost formulas. See inventory cost formulas
cost method. See cost model
cost model, 2-5, 9-7, 12-7, 12-14–12-15, 12-16f
cost of goods available for sale, 5-5, 5-6, 

5-30, 5-30f, 6-11
cost of goods purchased, 5-5, 5-8, 5-12, 5-28f, 

5-30, 5-30f, 13-33
cost of goods sold, 1-12, 5-4, 5-5, 5-6, 5-6f, 

5-29–5-31, 6-26f
cost of sales, 1-12
coupon interest rate, 10-24, 10-26
covenant, 11-21
CPP. See Canada Pension Plan (CPP)
credit, 3-15, 3-21, 7-17

bank account, 7-16
debit-credit analysis, 3-22–3-23, 3-22f
extension of, 8-20
liability accounts, 3-17
normal balances, and debit and credit effects, 

3-15–3-19, 3-19f
shareholders’ equity, increases in, 3-18

credit card transactions, 7-12
credit facilities, 7-25
credit ratings, 10-22–10-23
credit risk, 8-20
credit terms, 8-3
creditors, 1-3, 1-4, 1-15, 1-18

see also lenders
creditors’ claims on total assets, 10-2

see also liabilities
cryptocurrency, 7-11
cumulative, 11-12
current asset accounts, 13-13–13-14
current assets, 2-3–2-5, 2-4f, 2-9

see also specific current assets
current cost, 2-25

see also fair value
current liabilities, 2-7–2-9, 2-8f, 10-3

see also specific current liabilities
accounting for, 10-2–10-11
contingent liabilities, 10-10
operating line of credit, 10-3
payroll, 10-6–10-9
presentation of, 10-19, 10-19f
property taxes, 10-5–10-6
provisions, 10-10
sales taxes, 10-4–10-5
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capital cost allowance (CCA), 9-15
depreciation expense, 2-6, 9-8
depreciation methods, 9-8–9-15
IFRS, 2-6–2-7, 2-27
impairments, 9-16
and income tax, 9-15
periodic depreciation, 9-17
prorating, 9-10
revaluation model, 9-16–9-17
significant components, 9-15
statement presentation, 4-16–4-17
straight-line method. See straight-line 

method
straight-line method of depreciation,  

4-15, 4-15f
depreciation expense, 2-6
depreciation methods, 9-8–9-15

accelerated depreciation methods, 9-12
comparison of, 9-14
diminishing-balance method, 9-9,  

9-10–9-12, 9-11f
double-diminishing-balance method, 9-11
straight-line method, 9-9–9-10, 9-9f
units-of-production method, 9-9,  

9-12–9-14, 9-13f
derecognized, 8-16–8-17, 9-18
development costs, 9-26
digital currencies, 7-11
diluted earnings per share, 11-30
diminishing-balance method, 9-9,  

9-10–9-12, 9-11f
direct deposits, 7-17
direct method, 13-5, 13-31–13-38,  

13-36f, 13-37f
disclosure

contingent liabilities, 10-10
inventory, 6-23
long-lived assets, 9-30
non-current debt, 10-20
segment disclosure, 14-34, 14-38

discontinued operations, 14-35–14-36
discount, 5-10–5-11, 5-13, 5-28, 5-35–5-36, 

10-25, 10-28f, 12-24
dishonoured note, 8-17
diversification, 14-34
dividend income, 12-15, 12-16f
dividend yield, 11-7, 11-27, 11-27f, 11-33f, 

14-31, 14-32f
dividends, 1-10, 3-10, 11-1, 11-14

cash dividends, 11-15–11-16, 11-16f, 11-19
cumulative dividend, 11-12
declaration, 3-10, 3-11f, 3-31f
distribution of earnings, 11-14
dividend record, 11-26–11-28
dividends in arrears, 11-12
dividends paid, 13-30
noncumulative dividend, 11-12
payment, 3-10, 3-11f, 3-31f
payment (distribution) date, 11-16
policy on, 1-29
preference (preferred shares), 11-12
record date, 11-16
recording dividend income, 12-15
stock dividends, 11-16–11-18, 11-18f, 11-19

Dividends Declared account, 4-36, 4-39f, 4-40
dividends in arrears, 11-12
documentation, 7-5–7-6, 7-13f

fair value through other comprehensive 
income, 12-29

fair value through profit or loss  
model, 12-29

fair values, 9-17, 9-37
financial analysis, 14-36
financial statements, 10-37
free cash flows, 13-30, 13-40
gross profit margin, 5-25, 5-39
horizontal analysis, 14-6, 14-38
incorporation, 11-5
inventory cost formula, 6-31
inventory turnover, 6-24, 6-31
liquidity ratios, 10-20, 10-37, 14-38
Management Discussion and Analysis,  

7-7, 7-28
normal balance, 3-16, 3-39
notes to financial statements, 9-37, 10-37
payout ratio, 11-35
percentage of accounts receivable,  

8-10, 8-25
performance obligations, 4-6
policy choices, 14-39
price-earnings (P-E) ratio, 2-19, 2-28
price-earnings ratio, 2-19
profit margin, 5-25, 5-39
profitability ratios, 14-33, 14-39
receivables turnover, 8-25
return on assets, 9-37
return on common shareholders’  

equity, 11-35
revenue recognition, 4-44
segmented information, 14-39
solvency ratios, 14-31, 14-39
statement of cash flows, 1-19f, 1-29, 14-39
statement of changes in equity, 1-17, 1-29
statement of financial position, 1-18, 1-29, 

6-31, 9-37, 14-38, 14-39
statement of income, 1-29, 6-31, 9-37,  

14-38, 14-39
times interest earned ratio, 10-22, 10-37
trial balance, 3-34, 3-39
vertical analysis, 14-11, 14-38
working capital, 2-15, 2-28

declaration date, 11-15
declining-balance method, 9-10

see also diminishing-balance method
deferrals, 4-12

see also prepayments
deferred income tax, 2-7
deferred income tax assets, 2-7
deferred income tax liabilities, 2-9
deferred revenues, 2-8, 3-9, 4-10f, 4-18–4-20, 

4-18f, 4-19f
see also unearned revenue

deficit, 1-16
depletion, 9-17
deposits, 7-21
deposits in transit, 7-18, 7-20, 7-22
depreciable amount, 9-8
depreciable assets, 4-15
depreciation, 2-5–2-6, 4-15, 9-7

accumulated depreciation, 2-6, 9-7,  
13-19–13-20

Accumulated Depreciation account, 4-16
adjusting entries, 4-15–4-17, 4-16f
calculation of, 4-15–4-16

current liability accounts, 13-12, 13-15–13-16
current maturities of long-term debt, 2-8
current portion of long-term debt, 2-8
current ratio, 2-15–2-16, 2-15f, 2-28, 6-24,  

14-13–14-14, 14-17f
current value, 2-25

see also fair value
customer loyalty programs, 10-10
customers, cash receipts from, 13-32–13-33

D
data analytics, 1-4, 2-13, 2-21

assets, data about, 9-8
Big Data, 2-13
building maintenance, 9-8
cash management, 7-15
credit decisions, and social  

media, 8-10
free cash flow, 13-30
intelligent cash drawers, 7-15
internal control practices, 7-8
inventory management, 6-24
net realizable value, 6-22
predictive analysis, 6-22
returns, 5-10
sales return practices, 5-17
share investments, 14-12
sources of data, 2-13f

days in inventory, 6-23–6-25, 6-24f,  
14-16–14-17, 14-17f

debit, 3-15, 3-21, 7-17
asset accounts, 3-16
bank account, 7-15
debit-credit analysis, 3-22–3-23, 3-22f
normal balances, and debit and credit effects, 

3-15–3-19, 3-19f
shareholders’ equity, increases in, 3-18

debit card transactions, 7-12
debit-credit analysis, 3-22
debt. See specific types of debt
debt covenants, 10-23
debt financing, 1-9, 1-10, 1-29, 10-11–10-18
debt investments, 12-2
debt securities, 12-3
debt to equity ratio, 2-16
debt to total assets, 2-16–2-17, 2-16f,  

2-28, 10-21–10-22, 10-21f,  
14-19–14-20, 14-21f

decision tools
accounting equation, 3-3, 3-39
aging of accounts receivable, 8-8, 8-25
asset turnover ratio, 9-33, 9-37
average collection period, 8-25
basic earnings per share (EPS), 2-17,  

2-28, 11-35
comparative financial statements, 14-38
consolidated financial statements, 12-30
corporations, 11-35
costs of assets, 9-37
current liabilities, 10-37
current ratio, 2-15, 2-28
days in inventory, 6-24, 6-31
debt to total assets ratio, 2-16, 2-28,  

10-21, 10-37
depreciation policy, 9-37
dividend yield, 11-35
expense recognition, 4-9, 4-44
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public corporations, 1-7, 1-14
quarterly financial statements, 1-14
receivables, presentation of, 8-18–8-19
relationships between the statements, 

1-20–1-22, 1-21f, 3-20–3-21, 3-20f
shareholders’ equity, 11-20–11-26
unit of measure, 1-24
use of, 2-13–2-19

financing activities, 1-9–1-10, 1-12f, 1-13, 
1-18, 1-19, 13-4, 13-5, 13-7f, 13-22–13-25

fines, 10-10
finished goods, 5-3
finite (limited) life, 9-24, 9-25–9-26
first-in, first-out (FIFO) cost formula, 

6-8–6-11, 6-10f, 6-14–6-16, 6-16f,  
6-26–6-27, 6-27f

fiscal year, 1-14, 4-3
fiscal year ends, 1-14
five-step model of revenue recognition,  

4-6–4-7, 4-7f, 5-13–5-14f, 5-14
fixed assets, 1-10

see also property, plant, and equipment
fixed interest rate, 10-12
fixed rate, 8-15
floating interest rate, 10-3
floating (variable) rate, 8-15
FOB (free on board) destination, 5-9, 5-15, 

6-3–6-4
FOB (free on board) shipping point, 5-9, 

5-15, 6-3–6-4
forms of business organization,  

1-5–1-9, 1-7f
corporations, 1-6–1-7
partnerships, 1-5–1-6, 1-8
proprietorship, 1-5, 1-8

franchises, 9-27
fraud, 2-23, 7-4, 7-10, 7-10f, 7-19
free cash flow, 13-30–13-31,  

14-20–14-21, 14-21f
free from material error, 2-22, 2-22f
freight costs, 5-9, 5-15–5-16, 5-27
freight terms, 5-9, 5-9f
function, 5-20
fundamental qualitative characteristics, 

2-22–2-24
future income tax, 2-7
future value, 10-30–10-31, 10-30f, 10-31f

G
GAAP. See generally accepted accounting 

principles (GAAP)
gain on disposal, 9-19, 9-20f, 9-21f, 9-22f
gains, 2-24, 12-6, 12-16f, 13-11–13-12
Gaye, Marvin, 9-25
general journal, 3-22–3-23, 3-32–3-33f
general ledger, 3-24, 3-33f
general ledger account, 3-15
general-purpose financial statements, 2-21
generally accepted accounting principles 

(GAAP), 1-8, 2-24
going concern assumption, 2-24
Goods and Services Tax (GST), 5-8, 10-4
goods in transit, 6-3–6-4, 6-19
goodwill, 1-11, 2-7, 2-7f, 9-27–9-29,  

9-28f, 9-29f
government regulations, 11-4
Graham, Benjamin, 2-19

cost as expense, 4-12
expense recognition, 4-3, 4-8–4-9
by function, 5-20
interest expense, 11-32–11-33
by nature, 5-20
noncash expenses, 13-10–13-11
operating expenses, 5-4
prepaid expenses, 2-4, 3-7, 4-10f, 4-12–4-17, 

4-13f, 13-14
research expenses, 9-26

explanatory notes. See notes to the financial 
statements

extension of credit, 8-20
external auditors, 7-7–7-8
external review, 7-7–7-8
external users, 1-3–1-4, 1-4f, 1-18, 2-21

F
face value, 10-24, 10-26
fair value, 2-25, 9-16, 10-31,  

11-6–11-7, 11-17
fair value basis of accounting, 2-25
fair value models, 12-7–12-10
fair value through other comprehensive 

income (OCI) model, 12-6, 12-9–12-10
fair value through profit or loss model, 12-

6, 12-7–12-9, 12-13f, 12-16f, 12-21f
faithful representation, 2-22, 2-23
FIFO. See first-in, first-out (FIFO) cost formula
finance costs, 1-12, 10-12

see also interest expense
finance income, 1-11

see also interest income
finance lease obligations, 1-10
financial analysis

comparative analysis, 14-3–14-13
limitations, 14-34–14-37
ratio analysis. See ratio analysis

financial assets, 8-3
financial liability, 10-3
financial reporting

see also financial statements
conceptual framework for.  

See conceptual framework
objective of, 2-21

financial statements, 1-13–1-26
see also specific financial statements
annual report, 1-26
comparative statements, 1-24
conceptual framework, 2-20–2-26
condensed statements, 1-24
consolidated financial statements, 1-22, 12-11
elements of financial statements, 2-24
general-purpose financial statements, 2-21
headings, 1-15, 1-22
interim financial statements, 1-14
inventory cost formulas, effect of, 6-14–6-16
inventory errors, effects of, 6-17–6-19
liabilities, 10-18–10-20
long-lived assets, presentation of, 9-29–9-32
measurement of the elements, 2-24–2-25
The North West Company Inc., 1-22–1-26, 

1-23–1-24f
notes to the financial statements. See notes to 

the financial statements
objective of financial reporting, 2-21
preparation of, 1-27, 4-31–4-32, 4-31f

double-diminishing-balance depreciation 
schedule, 9-11f

double-diminishing-balance method, 9-11
double-entry accounting system, 3-19

E
e-money, 7-11
earnings-based approach, 4-5, 5-14
earnings per share (EPS)

basic earnings per share. See basic earnings 
per share (EPS)

diluted earnings per share, 11-30
earnings performance, 11-29–11-33
EBIT (earnings before interest and tax), 

10-22, 14-20
EBITDA, 14-36
economic benefits, 4-15
effective-interest method, 10-26, 10-27f
effective interest rate, 10-25
EFT. See electronic funds transfer (EFT)
electronic funds transfer (EFT), 7-12, 7-14, 

7-17, 7-21, 7-22
electronic receipts, 7-12
electronic receipts on account, 7-23
elements of financial statements,  

2-24–2-25
embezzlement, 7-19
employee benefits, 10-7
employees

cash payments to, 13-35
theft, 7-19

Employment Insurance (EI), 10-7, 10-8
ending inventory, 6-22
enhancing qualitative characteristics, 2-23
equal periodic amounts, 10-15
equation analysis, 3-5, 3-5f, 3-12f, 3-13,  

3-13f, 3-14
equipment, 1-10, 3-6, 3-6f, 3-27f, 9-3, 9-5,  

9-23, 13-20
see also property, plant, and equipment

equity, 2-24
equity financing, 1-9, 1-10, 1-29
equity investments, 12-3
equity method, 12-12–12-14, 12-13f,  

12-16f, 12-21f
equity securities, 2-5, 12-3

see also shares
errors

bank errors, 7-18, 7-20, 7-22
book errors, 7-21, 7-23
company errors, 7-22, 7-23
goods in transit, recording, 6-19
human error, 7-9
inventory errors, 6-17–6-19, 6-18f
reconciling the bank account, 7-18

estimated inventory returns, 5-15
Estimated Inventory Returns account, 5-17
Ethereum, 7-11
ethics, 1-4
Excel, 3-21
expected credit losses, 8-6
expense accounts, 4-36, 4-38
expense recognition, 4-3, 4-8–4-9
expenses, 1-12, 2-24

see also specific expenses
accrued expenses, 4-10f, 4-21–4-25
classification of, 5-20
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International Accounting Standards Board 
(IASB), 1-8, 2-20

International Financial Reporting Standards 
(IFRS), 1-8

accounting standards, 1-28
accumulated other comprehensive  

income, 11-22
allowance for doubtful accounts, 8-24
auditor’s report, 1-26
basic earnings per share, 2-27, 14-28
bond premiums and discounts, 12-29
bonds, 10-29, 10-36
business activities, 13-4
classification of activities, 13-40
comprehensive income, 5-23, 11-36, 14-38
consolidation, 12-29
contingent liabilities, 10-36
contract-based approach, 4-5
cost model, 9-7, 9-36
depreciation, 2-6, 2-27, 9-36
development costs, 9-26, 9-37
direct method, 13-17
disclosure, 9-37
earnings per share, 11-30, 11-36, 14-38
effective-interest method, 10-29
expenses, 5-38
fair value through other comprehensive 

income, 12-29
goodwill, 9-37
impairment loss, 9-16, 9-36
intangible assets, and reversals, 9-24–9-25
intangible assets with indefinite lives, 9-24
interest payments, 1-10
inventory, reporting, 6-23
inventory cost formulas, 6-6
investments in associates, 12-29
issue of shares for noncash  

consideration, 11-35
leases, 9-6, 9-36
long-lived assets, 9-30
non-strategic investment, 12-19
other comprehensive income, 1-25,  

5-38, 14-35
policy choices, 14-35
provisions, 10-10, 10-36
revaluation model, 9-16, 9-30, 9-36
revenue recognition, 4-5–4-6, 4-44,  

5-14, 5-38
sales discounts, 5-35, 5-38
sales returns, 5-34, 5-38
segment disclosure, 14-38
shareholders’ equity, 11-23–11-24, 11-25f
single-step statement of income, 5-20
statement of changes in equity, 1-28, 11-36
statement of comprehensive income, 5-38
statement of income, 5-38
strategic investment, 12-20f
use of, 2-20

intracompany comparisons, 2-14
inventory, 1-11, 2-4, 5-3

beginning inventory, 5-5, 5-6
calculations, 5-7
changes in, 13-13–13-14
classification of, 5-3
cost. See inventory cost formulas
cost determination methods, 6-6–6-17

initial public offering (IPO), 11-5–11-6
Innovation, Science and Economic 

Development Canada, 9-25
instalment loans, 10-14–10-16
instalment payment schedule, 10-16f
instalments, 10-14–10-16, 10-14–10-18
insurance, 4-13–4-14, 4-13f
insurance policy, purchase of, 3-7, 3-7f, 3-28f
intangible assets, 1-11, 2-6, 2-7f, 9-29f

see also long-lived assets
accounting for, 9-23–9-27
copyrights, 9-25
finite lives, 2-6, 9-24, 9-25–9-26
franchises, 9-27
goodwill. See goodwill
indefinite lives, 2-6, 9-24, 9-26–9-27
licences, 9-27
patents, 9-25
recording at cost, 9-24
research and development (R&D)  

costs, 9-26
trademark (trade name), 9-26–9-27

intercompany comparisons, 2-14,  
14-10–14-11, 14-10f

interest, 3-6, 4-21–4-22, 4-22f, 7-21, 7-22, 10-12, 
10-15, 13-33, 13-35

interest-bearing liabilities, 10-11–10-18
interest calculation, 4-21
interest charges, 7-21
interest expense, 1-12, 4-21f, 11-32–11-33

see also finance costs
interest income, 1-11, 8-15–8-16, 12-16f
interest payable, 1-12
interest rates, 8-15, 10-13, 10-24–10-25,  

10-26f
see also specific interest rates

interest revenue, 1-11
see also interest income

interim financial statements, 1-14
interim periods, 4-3
internal auditors, 7-7
internal controls, 6-5, 7-2

assignment of responsibility, 7-3–7-4,  
7-5, 7-13f

bank reconciliations, 7-15–7-24
cash payments, 7-13–7-14, 7-14f
cash receipts, 7-11–7-13, 7-13f
collusion, 7-9
components of good internal control 

systems, 7-2–7-3
control activities, 7-3–7-8
cost/benefit considerations, 7-9
documentation, 7-5–7-6, 7-13f
fraud, 7-10
human error, 7-9
inventory controls, 6-5–6-6
inventory counts, 6-5
limitations of, 7-8–7-9
management override, 7-9
physical controls, 7-6–7-7, 7-6f, 7-13f
reasonable assurance, 7-8
reconciliation, 7-7–7-8, 7-13f
reviews, 7-7–7-8, 7-13f
segregation of duties, 7-4–7-5, 7-13f, 7-19

internal reviews, 7-7
internal users, 1-3, 1-3f, 1-18

gross margin, 5-4
see also gross profit

gross pay, 10-7
gross profit, 5-4, 5-20–5-21, 5-21f, 14-24
gross profit margin, 5-24–5-25, 5-25f,  

14-23–14-24, 14-32f
GST. See Goods and Services Tax (GST)

H
Harmonized Sales Tax (HST), 5-8, 10-4
hiring new employees, 3-8, 3-8f, 3-28f
historical cost basis of accounting, 2-25
honoured note, 8-16
horizontal analysis, 14-3–14-7, 14-3f,  

14-5f, 14-6f, 14-38
horizontal percentage change for the 

period, 14-4, 14-4f
horizontal percentage of a base-period 

amount, 14-3, 14-3f
HST. See Harmonized Sales Tax (HST)
human error, 7-9

I
IASB. See International Accounting Standards 

Board (IASB)
idle cash, 7-26
IFRS. See International Financial Reporting 

Standards (IFRS)
impairment loss, 9-16, 9-17
impairments, 9-16
income, 1-11, 2-24, 4-5

accumulated other comprehensive income 
(AOCI). See accumulated other 
comprehensive income (AOCI)

from associates, 12-12–12-14, 12-16f
available to common shareholders, 11-29
comprehensive income (loss), 5-23
dividend income, 12-15, 12-16f
finance income, 1-11
interest income, 1-11, 8-15–8-16, 12-16f
measurement process, merchandising 

company, 5-4
merchandising companies, 5-4
net income. See net income
from operations, 5-21, 5-21f
other comprehensive income (OCI). See 

other comprehensive income (OCI)
types of, 1-11

income available to common 
shareholders, 11-29

income from operations, 5-21, 5-21f
income statement, 1-14

see also statement of income
Income Summary, 4-35
Income Summary account, 4-36, 4-37–4-39, 

4-37f, 4-38f, 4-39f
income tax, 3-11, 3-12f, 3-32f, 4-24, 9-15,  

11-4, 13-36
income tax expense, 1-12
income tax payable, 1-12, 13-15–13-16
Income Tax Payable account, 10-8
indefinite (unlimited) life, 9-24, 9-26–9-27
indirect method, 13-5, 13-9–13-18,  

13-26–13-27, 13-26f, 13-37f
industry average comparisons, 2-14
influence, 12-3, 12-10
information, 7-3
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recording increases and decreases in,  
3-17, 3-17f

on statement of financial position, 2-7–2-9
statement presentation, 10-18–10-20
types of, 1-10
uncertain liabilities, 10-10

liability accounts, 3-17
licences, 9-27
limited liability, 11-3
lines of credit, 7-25, 10-4
liquidation, 11-12–11-13
liquidity of receivables, 2-4, 8-21–8-22
liquidity ratios, 2-15, 6-24, 10-20–10-21,  

14-13–14-18, 14-17f
average collection period, 8-21–8-22, 8-22f, 

14-15–14-16, 14-17f
current ratio, 2-15–2-16, 2-15f, 2-28, 6-24,  

14-13–14-14, 14-17f
days in inventory, 6-24–6-25, 6-24f,  

14-16–14-17, 14-17f
inventory turnover, 6-24–6-25, 6-24f,  

14-16–14-17, 14-17f
receivables turnover, 8-21, 8-21f,  

14-14–14-15, 14-17f
summary of, 14-17–14-18, 14-17f
working capital, 2-15, 2-15f, 2-28, 14-17f

loan(s) payable, 2-8, 8-15
see also notes payable

loan(s) receivable, 2-4, 8-15
see also notes receivable

long-lived assets
categories of, 9-29f
depreciation, 9-7–9-18
disclosure, 9-30
evaluation of use of, 9-32–9-34
goodwill, 9-27–9-29, 9-28f
intangible assets. See intangible  

assets
notes to the financial statements,  

9-29, 9-30f
property, plant, and equipment. See property, 

plant, and equipment
statement of financial position,  

9-29–9-31. 9-30f
statement of income, 9-31
statement presentation, 9-29–9-32

long-term assets. See non-current assets
long-term debt, 1-10
long-term investments, 2-5, 2-5f, 12-4,  

12-22, 12-22f
long-term liabilities, 10-3

see also non-current liabilities
long-term notes payable or loans, 10-12
loss, 2-24, 12-6, 13-11–13-12

see also specific types of losses
loss on disposal, 9-19, 9-20f, 9-21f, 9-22f
lower of cost and net realizable value 

(LCNRV), 6-20–6-22
loyalty programs, 10-10

M
maker, 8-14
management discussion and analysis (MD&A), 

1-26, 7-7
management fraud, 7-10
management override of internal controls, 7-9

non-strategic investment, 12-3–12-4,  
12-5–12-10, 12-7f

reasons companies invest, 12-3, 12-4f
reporting, 12-16–12-23
short-term investments, 12-4, 12-22f
statement of changes in equity,  

12-17–12-18, 12-18f
statement of comprehensive income,  

12-17, 12-17f
statement of financial position,  

12-18–12-21
statement of income, 12-16, 12-16f
statement presentation, 12-16–12-23
strategic investment, 12-3, 12-4,  

12-10–12-15
trading investments, 2-4, 12-4, 12-8, 12-9

investors, 1-3, 1-4, 1-15, 12-2, 12-10
see also shareholders

invoices, 7-5
iPhone, 5-26
IPO. See initial public offering (IPO)
issue price, 10-30–10-35
issued shares, 11-6

J
journal entry, 3-22–3-23, 3-22f
journalizing

account titles, 3-23
generally, 3-21–3-23

just-in-time approach, 6-25

K
kickback, 7-4

L
land, 1-10, 9-3, 9-4, 13-19

see also property, plant, and equipment
land improvements, 9-3, 9-4
lawsuits, 10-10
LCNRV. See lower of cost and net realizable 

value (LCNRV)
lease liabilities, 2-9
lease vs. buy decision, 9-6
leasehold improvements, 9-6
legal capital, 11-7
legal title, 6-3
lenders, 1-3

see also creditors
lessee, 9-6
lessor, 9-6
leverage, 11-32, 11-32f, 11-33f
liabilities, 1-10, 2-7, 2-24

see also specific types of liabilities
accrued liabilities, 4-21
analysis, 10-20–10-23
certain liabilities, 10-9–10-10
current liabilities. See current liabilities
financial liabilities, 10-3
with instalment payments, 10-14–10-18
interest-bearing liabilities, 10-11–10-18
long-term liabilities, 10-3

see also non-current liabilities
non-current liabilities. See non-current 

liabilities
vs. preferred shares, 11-13
with principal due at maturity,  

10-12–10-13

determination of inventory quantities, 
6-3–6-6

disclosure, 6-23
ending inventory, 5-6, 6-22
fashion retailers, challenges for, 6-22
inventory errors, 6-17–6-19
inventory systems. See periodic inventory 

system; perpetual inventory system
low inventory levels, 7-26
lower of cost and net realizable value 

(LCNRV), 6-20–6-22
ownership of goods, 6-3–6-4
physical inventory count, 5-6, 5-11, 5-27,  

6-3, 6-5
purchases. See purchase transactions
reporting inventory, 6-22–6-23
and unpredictable customer demand, 5-6

inventory cost formulas, 6-6–6-17
advantages, summary of, 6-16f
under ASPE, 6-6
average cost formula, 6-11–6-13, 6-12f, 

6-14–6-16, 6-16f
and cash flow, 6-16
choice of cost formula, 6-14
comparative effects, 6-15f
financial statement effects, 6-14–6-16
first-in, first-out (FIFO) cost formula,  

6-8–6-11, 6-10, 6-14–6-16, 6-16f
under IFRS, 6-6
rising prices, 6-16, 6-16f
specific identification cost formula, 6-7–6-8, 

6-14, 6-16f
statement of financial position effects,  

6-15
statement of income effects, 6-14–6-15

inventory counts, 6-5
inventory errors, 6-17–6-19, 6-18f
inventory systems. See periodic inventory 

system; perpetual inventory system
inventory turnover, 6-23–6-25, 6-24f,  

14-16–14-17, 14-17f
investee, 12-2, 12-10
investing activities, 1-9, 1-10–1-11, 1-12f, 

1-13, 1-18, 1-19, 13-3–13-4, 13-7f,  
13-18–13-22

investments, 1-11
under ASPE, statement of financial position, 

12-20, 12-21f
bond investment, for investor and investee, 

12-26
bond investment, for the investor,  

12-24–12-26
of cash, by shareholders, 3-5–3-6,  

3-5f, 3-26f
classification of, 12-2–12-5
debt investments, 12-2
equity investments, 12-3
equity securities, 2-5
exercise influence or control, 12-3
under IFRS, and statement of financial 

position, 12-19, 12-20f
investing activities, 13-21
long-term investments, 2-5, 12-4,  

12-22, 12-22f
multi-year investments in debt  

securities, 2-5
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indirect method, 13-9–13-18
losses, 13-11–13-12
net cash provided (used),  

13-16–13-17, 13-16f
noncash expenses, 13-10–13-11
statement of cash flows, 13-9–13-18

operating cycle, 2-3, 2-3f, 5-3–5-4, 5-3f
operating expenditures, 9-3
operating expenses, 5-4, 13-34–13-35
operating leases, 9-6
operating line of credit, 1-10, 10-3
opportunity (fraud), 7-10
order of liquidity, 2-4
ordinary activities, 4-5
ordinary revenue-generating activities, 4-8
ordinary shares, 2-10, 11-5
original documents, 7-5
other comprehensive income (OCI), 1-25, 

11-22, 12-18, 14-35
other receivables, 8-3
outstanding cheques, 7-18, 7-20, 7-22
over-the-counter receipts, 7-12
overdraft protection, 7-25
ownership interest, 1-15
ownership of goods, 6-3–6-4

P
par value, 10-24

see also face value
parent company, 12-11
partial collection, 3-11, 3-11f, 3-31f
partial payment, 3-10, 3-10f, 3-30f
partnerships, 1-5–1-6, 1-8
patent, 9-25
payables. See specific types of payables
payee, 8-14
payment (distribution) date, 11-16
payment period, 8-20
payment receipt, 5-17
payout ratio, 11-26–11-27, 11-27f, 11-28f,  

11-33f, 14-30–14-31, 14-32f
payroll, 10-6–10-9
payroll deductions, 10-7, 10-7f
pension and benefit obligations, 2-9
performance measurement

comparative analysis, 14-3–14-13
limitations of financial analysis,  

14-34–14-37
ratio analysis. See ratio analysis

performance obligation, 4-6, 4-8
periodic depreciation, 9-17
periodic inventory system, 5-6–5-7

adjusting entries, 5-11
advantages, 5-7f
average cost formula, 6-13, 6-28–6-29, 6-28f
cost of goods available for sale, 5-30, 5-30f
cost of goods purchased, 5-30, 5-30f
cost of goods sold, 5-6f, 5-29–5-31
first-in, first-out (FIFO) cost formula, 6-11, 

6-26–6-27, 6-27f
multiple-step statement of income, 5-32f
vs. perpetual inventory system, 5-27,  

5-33–5-34, 5-33f
purchase transactions, 5-27–5-28
sales transactions, 5-28–5-29

net realizable value (NRV), 6-20–6-21
neutral, 2-22, 2-22f
no par value shares, 11-7
non-current assets, 2-5–2-7

see also specific non-current assets
non-current liabilities, 2-9, 2-9f, 10-3,  

10-16–10-17
see also specific types of non-current liabilities
presentation of, 10-19–10-20, 10-19f

non-current receivables, 2-7
non-GAAP measures, 14-36
non-operating activities, 5-20,  

5-21–5-22, 5-22f
non-strategic investment, 12-3–12-4

accounting for, 12-5–12-10
amortized cost model, 12-6
under ASPE, 12-21f
cost model, 12-7
fair value models, 12-6, 12-7–12-10
fair value through other comprehensive 

income (OCI) model, 12-6, 12-9–12-10
fair value through profit or loss model, 12-6, 

12-7–12-9
under IFRS, 12-19, 12-20f
for individuals, 12-6
valuation models, 12-6–12-7

noncash expenses, 13-10–13-11
noncash working capital accounts, 13-12
noncumulative, 11-12
nontrade receivables, 8-3
normal balance, 3-15–3-19, 3-16, 3-19f
normal course issuer bid, 11-9
not sufficient funds. See NSF (not sufficient 

funds) cheque
notes payable, 1-10, 2-8

long-term notes payable, 10-12
vs. notes receivable, 10-12, 10-14f
short-term notes payable, 10-12

notes receivable, 2-4, 8-3
accounting for, 8-14–8-17
derecognizing, 8-16–8-17
dishonoured note, 8-17
honoured note, 8-16
interest income, 8-15–8-16
vs. notes payable, 10-12, 10-14f
recording, 8-15–8-16
uncollectible notes receivable, 8-16

notes to the financial statements, 1-14, 1-26, 
9-29, 9-30f, 10-4

NRV. See net realizable value (NRV)
NSF (not sufficient funds) cheque, 7-17, 

7-21, 7-22, 7-23

O
objective of financial reporting, 2-21
OCI. See other comprehensive income (OCI)
opening balances, 3-13–3-14, 3-13f
operating activities, 1-9, 1-11–1-12, 1-12f, 

1-13, 1-18, 1-19, 5-20, 9-8, 13-3, 13-5, 
13-6f, 13-7f

adjustments, 13-10
current asset accounts, changes in, 13-13–13-14
current liability accounts, changes in, 13-12
direct method, 13-31–13-38
gains, 13-11–13-12

managers, 1-18
manufacturers, 5-3
market capitalization, 11-7
market interest rate, 10-25
market value, 10-31
matching, 4-8
materiality, 2-22
maturity value, 10-24
MD&A. See management discussion and 

analysis (MD&A)
measurement. See performance measurement
measurement bases, 2-24
merchandise inventory, 1-11, 5-3

see also inventory
merchandising companies

accounting cycle, 5-3
flow of costs, 5-5
income measurement process, 5-4
inventory systems. See periodic inventory 

system; perpetual inventory system
operating cycle, 5-3, 5-3f
profitability, 5-24–5-26
purchases of merchandise, recording,  

5-7–5-12
sales taxes, 5-15
vs. service operations, 5-3–5-7
statement of income, preparation of,  

5-19–5-24, 5-32–5-33, 5-32f
merchandising operations. See merchandising 

companies
merchandising profit, 5-21
monitoring activities, 7-3
monitoring collections, 8-20
mortgage, 10-15
mortgages payable, 1-10, 2-9, 13-23
multi-year investments in debt securities, 2-5
multiple-step statement of income,  

5-20–5-23
gross profit, 5-20–5-21, 5-21f
income from operations, 5-21, 5-21f
liabilities, 10-18
net income, 5-22, 5-22f
non-operating activities, 5-21–5-22, 5-22f
periodic inventory system, 5-32f
perpetual inventory system, 5-22–5-23f

N
name (company), 1-8
natural resources, 9-17–9-18
nature, 5-20
net book value, 2-6, 4-17

see also carrying amount
net capital expenditures, 13-30
net cash, 9-8
net cash provided (used), 13-16–13-17, 13-16f
net earnings. See net income
net income, 1-12

cash vs. accrual basis, 4-32
determination of, 1-12f
multiple-step statement of income,  

5-22, 5-22f
net loss, 1-16
net pay, 10-7
net profit. See net income
net purchases, 5-28
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purchase transactions
adjusting entry at period end, 5-11
cash purchases, 5-8
credit purchases, 5-8
freight costs, 5-9, 5-27
merchandising companies, 5-7–5-12
multiple performance obligations, 5-18
periodic inventory system, 5-27–5-28
perpetual inventory system, 5-7–5-12, 5-18
purchase discounts, 5-10–5-11, 5-28
purchase returns and allowances,  

5-10–5-11, 5-28
sales taxes, 5-8
single performance obligation, 5-18
summary of, 5-12, 5-12f

Q
qualitative characteristics, 2-21–2-24

enhancing qualitative characteristics,  
2-23

fundamental qualitative characteristics, 
2-22–2-24

quantity discounts, 5-10
quarterly financial statements, 1-14
Quebec Sales Tax (QST), 5-8, 10-4
Quickbooks, 3-1

R
radio frequency identification (RFID) systems, 

2-13, 6-5
rate reset preferred shares, 11-12
ratio analysis, 2-13, 14-12–14-13

see also specific ratios
investment decisions, 2-19
ratio classifications, 2-14f
statement of financial position,  

2-14–2-17
statement of income, 2-17–2-19

rationalization (fraud), 7-10
ratios. See ratio analysis; specific ratios
raw materials, 5-3
reacquisition of common shares, 11-9
realized gain or loss, 12-6, 12-16f
reasonable assurance, 7-8
receivables, 8-1, 8-2–8-3

accounts receivable. See accounts  
receivable

accrued receivables, 2-4
bad debts, accounting for, 8-6–8-14
collection, speed of, 7-26
liquidity of receivables, 2-4, 8-21–8-22
loans receivable, 2-4
management of, 8-19–8-23
non-current receivables, 2-7
nontrade receivables, 8-3
notes receivable. See notes receivable
other receivables, 8-3
short-term receivables, 8-18
statement presentation, 8-18–8-19
trade receivables, 8-3
types of receivables, 8-2–8-3

receivables turnover, 8-21, 8-21f,  
14-14–14-15, 14-17f

reconciliation, 7-7–7-8, 7-13f
record date, 11-16
recording process, 3-26–3-33

see also Accounting Standards for Private 
Enterprises (ASPE)

profit
gross profit, 5-4, 5-20–5-21, 5-21f
merchandising profit, 5-21
net profit. See net income

profit margin, 5-25–5-26, 5-25f, 9-33–9-34, 
14-24–14-25, 14-32f

profitability measures, 5-26
profitability ratios, 2-17–2-19, 11-33, 11-33f, 

14-22–14-33, 14-32f
asset turnover, 9-33, 9-33f, 14-25–14-26, 

14-32f
basic earnings per share (EPS), 2-17–2-18, 

2-18f, 2-28, 11-29–11-31, 11-29f, 11-33f, 
14-28–14-29, 14-32f

dividend yield, 11-7, 11-27, 11-27f, 11-33f, 
14-31, 14-32f

gross profit margin, 5-24–5-25, 5-25f,  
14-23–14-24, 14-32f

merchandising companies, 5-24–5-26
payout ratio, 11-26–11-27, 11-27f, 11-28f,  

11-33f, 14-30–14-31, 14-32f
price-earnings (P-E) ratio, 2-18–2-19, 2-18f, 

2-28, 14-29–14-30, 14-32f
profit margin, 5-25–5-26, 5-25f, 9-33–9-34, 

14-24–14-25, 14-32f
relationships among, 14-23
return on assets, 9-32–9-33, 9-33f,  

14-26–14-27, 14-32f
return on common shareholders’ equity,  

11-31–11-32, 11-31f, 11-33f,  
14-27–14-28, 14-32f

summary of, 14-32–14-33, 14-32f
promissory note, 8-14
property, plant, and equipment, 1-10, 2-5, 

2-6f, 9-2–9-3, 9-29f
see also long-lived assets
buildings, 9-3, 9-4
capital expenditures, 9-3
carrying amount, 9-18
classes, 9-3
cost, 9-3–9-6, 9-8
depreciation, 9-7–9-18
derecognition, 9-18–9-23
equipment, 9-3, 9-5
expenditures during useful life, 9-5–9-6
land, 9-3, 9-4
land improvements, 9-3, 9-4
lease vs. buy decision, 9-6
retirement of, 9-21–9-23
sale of, 9-18–9-21

property tax payable, 1-12
property taxes, 10-5–10-6
proprietorship, 1-5, 1-8
Provincial Sales Tax (PST), 5-8, 10-4
provisions, 10-10
prudence, 2-22
PST. See Provincial Sales Tax (PST)
public corporations, 1-7, 1-8, 1-14, 11-2

see also International Financial Reporting 
Standards (IFRS)

purchase discounts, 5-10–5-11, 5-28
purchase returns and allowances,  

5-10–5-11, 5-28

specific identification cost formula, 6-7
statement of income, 5-32–5-33, 5-32f
temporary Purchases account, 5-27

permanent accounts, 4-34, 4-34f
perpetual inventory system, 5-5–5-6

advantages, 5-7f
average cost formula, 6-11–6-13, 6-12f
changes in inventory, 13-13–13-14
cost of goods sold, 5-5
first-in, first-out (FIFO) cost formula,  

6-8–6-11, 6-10f
Inventory account, 5-7
multiple-step statement of income,  

5-20–5-23, 5-22–5-23f
vs. periodic inventory system, 5-27,  

5-33–5-34, 5-33f
purchase transactions, 5-7–5-12, 5-18
reduction in inventory, 5-5
sales transactions, 5-13–5-18, 5-18
single-step statement of income,  

5-19–5-20, 5-19f
specific identification cost formula, 6-7–6-8

personal mortgages, 10-15
physical controls, 7-6–7-7, 7-6f, 7-13f
physical inventory count, 5-6, 5-11, 5-27,  

6-3, 6-5
point-of-sale (POS) software, 7-12
policy choices, 14-35
positive working capital, 2-15
post-closing trial balance, 4-40,  

4-40–4-41f
posting, 3-25

chart of accounts, 3-24–3-25, 3-24f
chronological order, 3-25
to general ledger, 3-23–3-25

predictive value, 2-22, 2-22f, 5-22
preferred shares, 11-5, 11-11

average cost per share, 11-9
callable preferred shares, 11-13
vs. common shares, 11-13–11-14
conversion privilege, 11-13
dividend preference, 11-12
fixed rate, 11-12
floating rate, 11-12
issue of, 11-11
vs. liabilities, 11-13
liquidation preference, 11-12–11-13
preferential features, 11-11–11-13
rate reset preferred shares, 11-12
redeemable preferred shares, 11-13
retractable preferred shares, 11-13

premium, 10-25, 10-28f, 12-24
prenumbering, 7-5
prepaid expenses, 2-4, 3-7, 4-10f, 4-12–4-17, 

4-13f, 4-17f, 13-14
prepayments, 3-7, 4-10, 4-10f, 4-12–4-20

see also specific prepayments
present value, 10-30, 10-32–10-35, 10-33f, 

10-34f
present value tables, 10-32t, 10-33t
pressure (fraud), 7-10
price-earnings (P-E) ratio, 2-1, 2-18–2-19, 

2-18f, 2-28, 14-29–14-30, 14-32f
principal, 10-11, 10-12–10-13
private corporations, 1-7, 1-8, 11-3
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shareholders, 1-9
see also investors

shareholders’ equity, 1-15,  
2-10, 2-10f

see also retained earnings; share capital
debt, effect of, 11-32–11-33
decreases in, 3-18, 3-18f
increases in, 3-18, 3-18f
retained earnings. See retained earnings
statement of changes in equity,  

11-23–11-24
statement of financial position,  

11-20–11-23, 11-23f
statement of retained earnings, 11-24
statement presentation, 11-20–11-26
transactions, summary of, 11-24, 11-25f

shares
acquisition of shares, 12-12, 12-14–12-15
authorized shares, 11-5
buyback, 11-9
common shares. See common shares
fair value, 11-6–11-7
initial public offering (IPO), 11-5–11-6
issue of shares, 11-5–11-6
issued shares, 11-6
legal capital, 11-7
no par value shares, 11-7
ordinary shares, 2-10
preferred shares. See preferred shares
recording share transactions, 11-8–11-14
sales of shares, 12-15
share issue considerations, 11-5–11-7

Sheeran, Ed, 9-25
shipping costs, 5-9
shipping terms, 5-9, 5-9f
shoplifting, 7-9
short-term assets, 1-11–1-12
short-term investments, 12-4, 12-22f
short-term loan, 7-25
short-term notes payable, 10-12
short-term receivables, 8-18
shrinkage, 6-6
significant components, 9-15
significant influence, 12-10, 12-20
signing bonuses, 3-4
single-step statement of income,  

5-19–5-20, 5-19f
size, 2-22f
social media, 8-10, 8-12
sole proprietorships, 1-5, 1-8
solvency ratios, 2-16, 10-21–10-23,  

14-19–14-22, 14-21f
debt to total assets, 2-16–2-17, 2-16f, 2-28,  

10-21–10-22, 10-21f, 14-19–14-20, 14-21f
free cash flow, 14-20–14-21, 14-21f
summary of solvency ratios,  

14-21–14-22, 14-21f
times interest earned, 10-22, 10-22f,  

14-20, 14-21f
source deductions, 10-7

see also payroll deductions
source documents, 7-5
specific identification cost formula,  

6-7–6-8, 6-14, 6-16f
stated interest rate, 10-24

see also coupon interest rate

revenue accounts, 4-36, 4-37
revenue recognition, 4-3, 4-5–4-8,  

4-44, 5-38
contract-based approach, 4-5
contract identification, 4-6
earnings-based approach, 4-5, 5-14
five-step model, 4-6–4-7, 4-7f,  

5-13–5-14f, 5-14
multiple performance obligations, 4-8
performance obligation, 4-6
single performance obligation, 4-8
transaction price, 4-6

reviews, 7-7–7-8, 7-13f
RFID. See radio frequency identification 

(RFID) systems
right-of-use asset, 9-6
rising prices, 6-16, 6-16f
risk assessment, 7-3

S
salaries, 3-10, 3-10f, 3-30f, 4-22–4-24, 4-23f, 

10-6–10-7
salaries payable, 1-12
sale of property, plant, and equipment,  

9-18–9-21
sales, 1-11, 4-5, 5-4, 5-4
sales discounts, 5-13, 5-35–5-36
sales invoice, 2-4, 5-14
sales returns and allowances, 5-16–5-17, 

5-34–5-35
sales revenue, 1-11, 5-4, 5-14–5-16
sales tax payable, 1-12
sales taxes, 5-8, 5-15, 10-4–10-5
sales transactions

five-step model of revenue recognition, 
5-13–5-14f

freight costs, 5-15–5-16
multiple performance obligations, 5-18
payment receipt, 5-17
periodic inventory system, 5-28–5-29
perpetual inventory system,  

5-13–5-18, 5-18
sales returns and allowances,  

5-16–5-17, 5-29
sales revenue, 5-14–5-16
sales taxes, 5-15
single performance obligation, 5-18
summary of, 5-17, 5-17f

segment disclosure, 14-34, 14-38
segmented information, 14-34
segregation of duties, 7-4–7-5, 7-13f, 7-19
selling, operating, and administrative 

expenses, 1-12
selling price, 10-31
separate legal existence, 11-3
service charges, 7-21
service fees, 7-22
service revenue, 1-11
services

deferred revenues, 4-19f
vs. merchandising operations, 5-3–5-7
operating cycle, 5-3, 5-3f
revenue, 5-4
services on account, 3-8, 3-9f, 3-29f

share capital, 1-9, 1-16, 1-29, 2-10, 11-5, 11-8, 
11-20–11-21, 11-25f, 13-23–13-24

recording transactions, 3-14–3-21
account, 3-14–3-15, 3-21
assets, increases and decreases in,  

3-16–3-17, 3-16f
debit and credit effects, 3-15–3-19,  

3-19f, 3-21
financial statement relationships,  

3-20–3-21, 3-20f
liabilities, increases and decreases in,  

3-17, 3-17f
normal balance(s), 3-15–3-19
shareholders’ equity, increases and decreases 

in, 3-18, 3-18f
T accounts, 3-15, 3-15f

recovery entries, 8-13
redeemable bonds, 10-29
redeemable preferred shares, 11-13
Refund Liability account, 5-17
refunds, 10-10
relevance, 2-22, 2-22f
rent payment, 3-7, 3-7f, 3-27f
reporting entity concept, 1-5, 1-22
repurchase of common shares, 11-9–11-11
research and development (R&D) costs, 9-26
research expenses, 9-26
residual value, 9-8, 9-11
retailers, 5-3
retained earnings, 1-16, 2-10, 3-19, 11-25f, 

13-24–13-25
calculation of changes in, 1-16f
distribution of. See dividends
end-of-period balance, 11-21
formula for, 11-15f
and share prices, 11-13
statement of financial position, 11-21
statement of retained earnings, 1-17

Retained Earnings account, 4-36,  
4-39–4-40, 4-39f

retained earnings restrictions, 11-21
retirement of property, plant, and equipment, 

9-21–9-23
retractable preferred shares, 11-13
return asset, 5-15
return on assets, 9-32–9-33, 9-33f,  

14-26–14-27, 14-32f
return on common shareholders’ equity, 

11-31–11-32, 11-31f, 11-32–11-33, 11-33f, 
14-27–14-28, 14-32f

return on equity, 11-31–11-32
returns

data analytics and, 5-10
purchase returns, 5-10–5-11, 5-28
sales returns, 5-16–5-17, 5-29, 5-34–5-35

revaluation gains, 9-17
revaluation model, 2-5, 9-16–9-17
revenue, 1-11, 4-5

accrued revenues, 4-10f, 4-25–4-27
deferred revenues, 2-8, 3-9, 4-10f,  

4-18–4-20
under equity method, 12-12
interest revenue, 1-11
recognition of. See revenue recognition
sales revenue, 1-11, 5-4, 5-14–5-16
service company, 5-4
service revenue, 1-11
unearned revenue, 4-18
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System for Electronic Document Analysis and 
Retrieval (SEDAR), 1-7

T
T accounts, 3-15, 3-15f

accounts payable, 13-15
assets, increases and decreases in, 3-16f
buildings, accumulated depreciation,  

13-19f
cash, 3-17f
cash reconciliation, 7-24f
dividends payable, 13-24f
equipment, 13-20f
equipment and accumulated depreciation, 

9-20f, 9-22f, 13-21f
income tax payable, 13-16
inventory, 13-14
investment and income, 12-13f
long-term investments, 12-25f
prepaid expenses, 13-14
property taxes, 10-6f
purchase transactions, 5-12f
retained earnings, 13-24f

tangible assets, 9-23
tax-free savings account (TFSA), 12-6
temporary accounts, 4-33–4-34, 4-34f,  

4-35, 4-36
theft, 7-19
time value of money, 10-30
timeliness, 2-23
times interest earned, 10-22, 10-22f,  

14-20, 14-21f
timing

of major expenditures, 7-26
timing concepts, 4-11
timing differences, 7-18

trade receivables, 8-3
trademark (trade name), 9-26–9-27
trading investments, 2-4, 12-4, 12-8, 12-9
transaction price, 4-6
transactions analysis, 3-2–3-14

accounting equation, 3-3–3-14
basic analysis, 3-5, 3-13
equation analysis, 3-5, 3-5f, 3-12f, 3-13,  

3-13f, 3-14
illustration of, 3-5–3-19
opening balances, 3-13–3-14, 3-13f
recording process illustrated, 3-26–3-33
summary of transactions, 3-12
transaction identification, 3-3f

transferable ownership rights, 11-3–11-4
trend analysis, 14-3

see also horizontal analysis
trial balance, 3-34

adjusted trial balance, 4-30–4-31, 4-30f, 
4-36–4-37f

adjusting entries, 4-10
limitations of, 3-35–3-36
post-closing trial balance, 4-40–4-41f
preparation of, 3-34–3-37
sample, 3-35f
unadjusted trial balance, 4-10, 4-11f

U
unadjusted trial balance, 4-10, 4-11f
uncertain liabilities, 10-10

solvency ratios, 2-16–2-17
using, 2-14–2-17
vertical analysis, 14-8–14-9, 14-8f

statement of income, 1-13, 1-14–1-15, 1-29
Aritizia Inc., 2-17f
discontinued operations, 14-35–14-36
horizontal analysis, 14-5–14-7, 14-6f
inventory cost formulas, effect of,  

6-14–6-15
inventory errors, effects of, 6-18f
investments, 12-16, 12-16f
long-lived assets, 9-31
multiple-step statement of income. See 

multiple-step statement of income
The North West Company, Inc., 1-24
period of time, 1-17
periodic inventory system, 5-32–5-33, 5-32f
preparation of, 5-19–5-24
profitability ratios, 2-17–2-19
receivables, 8-18–8-19
relationships between the statements,  

3-20, 3-20f
sample, 1-15f, 4-31f
single-step statement of income,  

5-19–5-20, 5-19f
statement of cash flows, preparation of, 

13-6–13-9
statement of comprehensive income,  

5-23–5-24, 5-23f
using, 2-17–2-19
vertical analysis, 14-9–14-10, 14-9f

statement of profit and loss, 1-14
see also statement of income

statement of retained earnings, 1-17,  
1-28, 11-24

statement of shareholders’ equity, 11-23
see also statement of changes in equity

stock. See shares
stock dividends, 11-16–11-18,  

11-18f, 11-19
stock split, 11-18–11-19
straight-line depreciation schedule, 9-10f
straight-line method, 4-15, 4-15f,  

9-9–9-10, 9-9f
strategic investment, 12-3, 12-4

accounting for, 12-10–12-15
accounting guidelines, 12-10f
acquisition of shares, 12-12, 12-14–12-15
under ASPE, 12-21f
cost model, 12-14–12-15
dividend income, 12-15
equity method, 12-12–12-14, 12-13f
under IFRS, 12-20f
income from associates, 12-12–12-14
sales of shares, 12-15
significant influence, 12-10

subledger, 8-4
see also subsidiary ledger

subsidiary company, 12-11
subsidiary ledger, 8-4, 8-5f
suppliers, 13-33–13-34, 13-34f
supplies, 1-11, 2-4, 3-8, 3-8f, 3-28f,  

4-14–4-15, 4-14f
supply chain operations, 6-24–6-25
supporting schedules. See notes to the financial 

statements

statement of cash flows, 1-14, 1-18–1-19
activities not reported on, 13-5
activities reported on, 13-3–13-4
careful analysis of, 13-29
cash, 7-25
cash, for debt purposes, 10-23
completion of, 13-26–13-27
direct method, 13-5, 13-31–13-38,  

13-36f, 13-37f
evaluation of a company, 13-28–13-31
financing activities, 13-22–13-25
format of, 13-5–13-6, 13-5f
indirect method, 13-5, 13-9–13-18,  

13-26–13-27, 13-26f, 13-37f
investing activities, 13-18–13-22
long-lived assets, 9-31, 9-31f
The North West Company, Inc., 1-25–1-26
operating activities, 13-9–13-18,  

13-31–13-38
period of time, 1-17
preparation of, 13-6–13-9, 13-7f
relationships between the statements, 1-20
sample, 1-19f

statement of changes in equity, 1-13, 
1-15–1-17, 1-28, 1-29, 12-19f

investments, 12-17–12-18, 12-18f
The North West Company, Inc., 1-24–1-25
period of time, 1-17
relationships between the statements,  

1-20, 3-20, 3-20f
sample, 1-16f, 4-31f
shareholders’ equity, 11-23–11-24

statement of comprehensive income, 
5-23–5-24, 5-23f, 12-17, 12-17f

statement of earnings, 1-14
see also statement of income

statement of equity, 11-23
see also statement of changes in equity

statement of financial position, 1-14, 
1-17–1-18, 1-29, 2-2

accumulated other comprehensive income 
(AOCI), 5-23–5-24, 12-23

Aritzia Inc., 2-14f
assets, 2-3–2-7
cash, 7-25
classification of investments, 12-22
classified statement of financial position, 

2-2–2-12, 2-3f, 2-11–2-12f
condensed statements of financial  

position, 14-4
date, 1-17
horizontal analysis, 14-4–14-5. 14-5f
inventory cost formulas, effect of, 6-15
investments, under ASPE, 12-20, 12-21f
investments, under IFRS, 12-19, 12-20f
liabilities, 2-7–2-9, 10-19, 10-19f
liquidity ratios, 2-15–2-16
long-lived assets, 9-29–9-31. 9-30f
The North West Company, Inc., 1-25
receivables, 8-18
relationships between the statements, 1-20, 

3-20, 3-20f
retained earnings, 11-21
sample, 1-17–1-18f, 4-31f
shareholders’ equity, 2-10, 2-10f,  

11-20–11-23, 11-23f
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weighted average number of common 
shares, 11-30, 11-30f

weighted average unit cost, 6-11, 6-11f,  
6-28, 6-28f

wholesalers, 5-3
winding up, 1-10
work in process, 5-3
working capital, 2-15, 2-15f, 2-28, 14-17f
write-off entry, 8-13
write-ups, 9-17
writedown, 9-16

see also impairment loss
writing off uncollectible accounts,  

8-11, 8-13

Y
yield, 10-25

useful life, 4-15, 9-8, 9-17
users of accounting information, 1-2–1-5

V
value in use, 9-16
variable consideration, 4-6, 5-13
variable rate, 8-15, 10-3
vehicle, sale of, 9-21
verifiability, 2-23
vertical analysis, 14-7–14-11, 14-8f, 14-9f, 

14-10f, 14-38
vertical percentage of a base amount,  

14-7, 14-7f

W
wages, 10-7
warranties, 10-10
wasting assets, 9-17

uncollectible accounts
bad debt recovery, 8-12
collecting, 8-12
writing off, 8-11, 8-13

uncollectible accounts receivable, 8-6–8-14
uncollectible notes receivable, 8-16
understandability, 2-23
unearned revenue, 4-18

see also deferred revenues
unit cost, 6-6
units-of-activity method, 9-12

see also units-of-production method
units-of-production depreciation  

schedule, 9-13f
units-of-production method, 9-9,  

9-12–9-14, 9-13f
unrealized gain or loss, 12-6, 12-16f
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