
A
accounting changes

accounting standards, 21-10–21-11
alternative accounting methods, 21-10
analytics, 21-24–21-28
approaches, 21-10
change in accounting estimate, 21-4
change in accounting policy, 21-4–21-7
communicating, 21-1
correction of a prior period error, 21-4,  

21-9–21-10
current approach, 21-10
disclosure, 21-15–21-16, 21-21, 21-22–21-23, 

21-29
IFRS-ASPE comparison, 21-28–21-29
and interim reporting, 23-17
interpretation of, 21-26
motivations for change, 21-25–21-26
presentation, 21-29
prospective application, 21-10, 21-21–21-24
restatement, 21-12–21-15
retrospective application, 21-10, 21-12–21-15, 

21-24
retrospective restatement, 21-16–21-21
summary of, 21-24
transitional provisions, 21-11
types of accounting changes, 21-3–21-10
voluntary change, 21-5

accounting errors, 23-8
accounting income, 18-6–18-7
accounting perspective, 16-43
accounting policies, 21-29, 23-7–23-8, 23-39

see also change in accounting policy
accounting profit, 18-6
Accounting Standards Board (AcSB)

projected benefit method, 19-13
Accounting Standards for Private Enterprises 

(ASPE)
accounting changes, 21-4, 21-24
accounting income, 18-5
accounting policies, 21-29, 23-8
asset retirement costs, 13-23
assurance-type warranty, 13-27
bargain purchase option, 20-48
book value method, 16-29–16-30
callable debt, 13-11
capital leases, 20-34, 20-40–20-41
cash flows, classification of, 22-7
change in accounting estimate, 21-22–21-23
commodities contracts, 16-10
comprehensive revaluation, 15-36–15-37
contingencies, 13-42
contingent liability, 13-36
contingent loss, 13-36–13-37
convertible debt at time of conversion,  

16-29–16-30
current liabilities, 13-8
current tax expense (benefit), 18-12
and customer loyalty programs, 13-31
decommissioning and restoration 

obligations, 13-23, 13-26
deferred tax assets, 18-40

deferred tax liability, 18-28, 18-40
defined benefit liability or asset, 19-24
defined benefit obligation, 19-20
defined benefit plan, 19-9, 19-19, 19-28
derivatives, 16-20
direct method, 22-10
disclosure, 23-6–23-7
disclosure, long-term debt, 14-31
earnings per share (EPS), 17-4
effective interest method, 14-14
equipment under lease, 20-10
equity instruments, 16-23
equity valuation at zero, 16-27
expense-based approach, 13-27, 13-30
fair value option, 14-21
finance cost, 19-16n
financial liabilities, 13-6, 16-23
forfeitures, 16-37
future income tax method, 18-12, 18-43
future tax expense (benefit), 18-12
FV-OCI investments, 18-42
GAAP hierarchy, 21-4
guaranteed residual value, 20-26, 20-27
hedge accounting, 16-45, 16-46, 16-47–16-50, 

16-51
immediate recognition approach, 19-19n
impracticable, 21-12
interest, and defined benefit plan, 19-15
interest rate swap, 16-48, 16-49–16-50
interim reporting, 23-15
issued but unpaid-for shares, 15-13
and large stock dividend, 15-23
leases, 20-10, 20-11, 20-15–20-17, 20-34, 20-

36, 20-51, 20-52–20-54, 20-56–20-58
lessees, 20-15–20-17
lessors, 20-39–20-41
levels of GAAP, 21-4
liabilities, definition of, 13-5
liabilities, essential characteristics, 13-5
measurement uncertainty, 21-23
mixed measurement model, 16-41
non-consolidated entities, 14-29
and non-financial liabilities, 13-7
non-financial obligations, 13-23
off–balance sheet financing, 14-29
operating leases, 20-34, 20-36, 20-40–20-41, 

20-56
other comprehensive income items, 15-25, 

16-47
past service costs, 19-9, 19-15
pension plan, disclosure, 19-31
post-employment benefits, 19-9, 19-29–19-30
premiums and coupons, 13-32
primary sources of GAAP, 21-4
projected benefit method prorated on 

services, 19-14n
purchase commitments, 16-10
reacquisition of shares, 15-17
reclassification of debt as current, 13-11
related-party transactions, 23-19–23-20
residual value method, 16-27
retrospective application, 21-15–21-16

retrospective restatement, 21-15–21-16
revenue approach, 13-30
service-type warranty, 13-27
settlement rate, 19-15
share appreciation rights plans, 16-54
short-term liability expected to be refinanced, 

13-12–13-13
statement of cash flows, 22-10, 22-31
straight-line method, 14-12–14-14
subsequent events, 23-24
tax basis, 18-12
taxable income, 18-5
taxes payable method, 18-42
unincorporated businesses, 23-26–23-27
valuation allowance, 19-28
voluntary change, 21-5
warranties, 13-27–13-28

accounts payable, 13-9, 22-20, 22-30, 22-47
accounts receivable

see also receivables
analysis of, using work sheet, 22-45
direct method, 22-15, 22-27
indirect method, 22-19, 22-27

accretion, 13-25
accrued liabilities, 22-30, 22-47
accumulated benefit method, 19-12
accumulated depreciation, 22-20, 22-29, 22-47
accumulated other comprehensive income, 

15-24, 15-26
accumulated rights, 13-19–13-21
acid-test ratio, 13-44, 23-33
AcSB. See Accounting Standards Board (AcSB)
activity ratios, 23-33
actual return on plan assets, 19-17
actuarial assumptions, 19-11
actuarial gains and losses, 19-15–19-16, 19-20, 

19-25–19-27, 19-37
actuaries, 19-10
adverse opinion, 23-31
affirmative judgement approach, 18-37
AIF. See annual information forms (AIF)
allocation, 13-24–13-26
allowance for expected credit losses, 22-27, 

22-47
amortization

see also depreciation
lease amortization schedule, 20-24–20-25, 

20-44–20-45, 20-48
amortization approach, 19-19n
amortized cost, 13-6
analytics (analysis)

accounting changes, 21-24–21-28
case analysis framework, AP-6–AP-7
common-size analysis, 23-36
current liabilities, 13-43–13-47
defined benefit plan, 19-35
earnings per share (EPS), 17-6
error analysis, 21-29–21-40
financial statement analysis, 23-31–23-38
horizontal analysis, 23-34–23-35
income statement, 23-36
income taxes, 18-46–18-47

Note: Page numbers containing “n” refer to material in footnotes.
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analytics (analysis) (continued)
long-term debt, 14-31–14-32
multiple differences, income taxes,  

18-22–18-25
pension plan, 19-35
sensitivity analysis, 22-38
statement of cash flows, 22-36–22-40
transactions, analysis of, 22-43–22-49
trend analysis, 23-32, 23-36
vertical analysis, 23-35–23-36

annual information forms (AIF), 23-4, 23-40
annuity due, 20-35, 20-44–20-45
anticipated future purchases, 16-50–16-52
antidilutive securities, 17-15, 17-22–17-23
arbitrageurs, 16-9
arm’s-length reciprocal transaction, 14-19
ARO. See asset retirement obligation (ARO)
ASPE. See Accounting Standards for Private 

Enterprises (ASPE)
asset-based financing, 20-4
asset ceiling test, 19-28
asset-linked debt, 14-5
asset retirement obligation (ARO), 13-23,  

13-24–13-26
asset turnover ratio, 23-33
assets

see also specific types of assets
capital asset, 18-13
contingent assets, 13-4, 13-36
deferred tax assets, 18-12, 18-17–18-20, 18-40, 

18-47, 18-51, 18-55
future income tax assets, 18-12, 18-17
pension plan assets, 19-16–19-18
right-of-use asset, 20-17–20-26
securitization, 14-29
selling price of the asset, 20-46
tax base of an asset, 18-12

assets test, 23-13
associates, 22-28, 22-46
assurance-type warranty, 13-27–13-29
attribution period, 19-14
auditors, 23-18
auditor’s report, 23-29

B
balance sheet, 13-41–13-42

see also statement of financial position
bank indebtedness, 13-8, 13-41
bank loans, 13-41

see also bank indebtedness
bank overdrafts, 22-6
bankruptcy, 23-27–23-28
bar code, 13-31
bargain purchase option, 20-12, 20-48
bargain renewal option, 20-16
basic EPS, 17-4, 17-8–17-14, 17-27

capital structure, 17-8–17-9
comprehensive illustration, 17-13–17-14
income available to common/ordinary 

shareholders, 17-9–17-10
weighted average common/ordinary shares, 

17-10–17-13
basic or inherent rights, 15-6
bearer bonds, 14-5
best efforts underwriting, 14-4
best estimate method, 13-37
bifurcation, 13-27
binomial tree options pricing model, 16-57
Bitcoin, 15-1, 16-1

Black-Scholes options pricing model, 16-13n, 
16-57

blockchain technology, 15-1
board of directors, 15-11
bond indenture, 14-4
bond ratings, 14-6–14-7
bonds

see also specific types of bonds
bond interest expense, 14-13
bond ratings, 14-6–14-7
bonds payable, 22-21, 22-48
characteristics, 14-4
discount, 14-11–14-17
effective interest method, 14-14–14-17
green bonds, 14-1
interest rates, 14-11
issued at par, 14-10–14-11
measurement, 14-10–14-21
premium, 14-11–14-17
straight-line method, 14-12–14-14
types of bonds, 14-4–14-5

bonus, 13-22, 21-25
book value method, 16-29–16-30
book value per share, 15-29–15-32, 23-34
buildings, 22-19–22-20, 22-29, 22-47
bundled sales, 13-30
business acquisition reports, 23-4
business organization, primary forms of, 15-3

C
call option, 16-12–16-13, 17-17, 17-18
call provisions, 14-3
callable bonds and notes, 14-5, 14-13
callable debt, 13-11
callable/redeemable shares, 15-8
Canada Business Corporations Act (CBCA), 

15-4
dividend distribution, 15-11
repurchased shares, 15-16
shares, recording of, 16-30n
stock dividends, 15-20

Canada Pension Plan (CPP), 13-18
Canadian Accounting Standards Board (AcSB). 

See Accounting Standards Board (AcSB)
Canadian Auditing Standards, 23-8, 23-29
capital

disclosures, 15-27–15-28
capital asset, 18-13
capital cost allowance (CCA), 18-9
capital-intensive industries, 14-9
capital leases, 20-10, 20-17–20-26, 20-34, 20-36, 

20-40–20-41
capital maintenance, 15-25n
capital markets, 14-31, 15-3, 16-5
capital structure, 17-8–17-9, 17-14–17-15, 21-25
capitalized leases, 20-10
captive leasing companies, 20-39
carrying amount, 23-20
carrying value, 14-14
case analysis framework, AP-6–AP-7
cash, 22-6

changes in cash, 22-15
definition, 22-6

cash basis accounting
warranty costs, 13-29

cash debt coverage ratio, 23-34
cash dividends, 15-8–15-19

see also dividends
cash equivalents, 22-6

cash flow hedge, 16-44, 16-46–16-52
cash flow management, 13-4
cash flow uncertainty, 16-47
cash flows, 22-6

see also statement of cash flows
classification of, 22-6–22-9
free cash flow, 22-39–22-40
future cash flows, 22-4
importance, 22-3–22-6
and life-cycle development phases, 22-9
normalized cash flow, 17-6
purpose, 22-3–22-6
sustainable cash flow, 17-6
uses, 22-3–22-6

cash gushers, 22-1
cash-settled plans, 16-40
catastrophe bonds (“cat” bonds), 14-5
catch-up adjustment, 21-10
CBCA. See Canada Business Corporations Act 

(CBCA)
CCA. See capital cost allowance (CCA)
CCAA. See Companies’ Creditors 

Arrangement Act (CCAA)
centrally incurred costs, 23-13–23-14
certificates of disclosure, 23-4
change in accounting estimate, 21-4, 21-7

disclosure, 21-22–21-23
normal recurring corrections and 

adjustments, 21-21
prospective application, 21-21–21-24

change in accounting policy, 21-3–21-24, 21-29
choice of accounting policies, 21-4–21-5
disclosure, 21-15–21-16
GAAP requirements, 21-5–21-7
“reliable and more relevant” test, 21-5
retrospective application, 21-12–21-15
voluntary changes in policy, 21-5

chief operating decision-maker, 23-11
classification approach, 20-10, 20-15–20-16
collateral trust bonds or notes, 14-5
combination plans, 16-56
commercial paper, 13-41
commercial substance, 23-21
commitments, 13-41, 13-42–13-43
commodity-backed debt, 14-5
common costs, 23-11
common shares, 15-6–15-7, 15-24, 15-34, 22-15, 

22-21, 22-31, 22-48
common-size analysis, 23-36
communication

accounting changes, 21-1
of business information, 23-1

Companies’ Creditors Arrangement Act 
(CCAA), 15-35, 19-18n, 23-27, 23-28

comparability, 21-3
comparative financial statements,  

21-39–21-40
comparatives, 23-16
compensated absences, 13-19–13-21

accumulated rights, 13-19–13-21
non-accumulating compensated absences, 

13-21
compensation expense, 16-35–16-37
compensatory stock option plans (CSOPs),  

16-33–16-34, 16-37
completed-contract method, 18-8
complex capital structure, 17-8, 17-14–17-15
complex financial instruments, 16-3

convertible debt, 16-27–16-31
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debt versus equity, issuer perspective,  
16-21–16-31

derivatives. See derivatives
economics of, 16-21–16-22
hybrid/compound instruments, 16-22,  

16-23–16-27
IFRS-ASPE comparison, 16-38–16-40
share-based compensation, 16-31–16-38

comprehensive revaluation, 15-36–15-37
conceptual framework

definitions, 13-6
consistency, 21-3
constructive obligation, 13-5, 13-23
contingencies, 13-36–13-39, 13-42–13-43,  

13-48–13-49
contingent assets, 13-4, 13-36
contingent gains, 13-48
contingent liability, 13-4, 13-36

see also contingencies
contingent loss, 13-36–13-37
contingently issuable shares, 17-8, 17-13, 17-22
continuous disclosures, 23-19
contract-based approach, 20-10, 20-18
contractual commitments, 13-41
contractual obligations, 13-41
contractual right to use, 20-10
contributed (paid-in) capital, 15-24
contributed surplus, 15-17, 15-24, 15-26, 15-34
contributory plans, 19-7
conversion of shares, 15-16–15-18
convertible bond, 16-27–16-28
convertible debt, 14-5, 16-27–16-31

retirement of, 16-31
at time of conversion, 16-29–16-30
at time of issuance, 16-28–16-29

convertible securities, 17-15–17-17
convertible shares, 15-8
corporate law, and the share capital system, 

15-4–15-6
corporation, 15-3

classification of, 15-3–15-4
corporate law, and the share capital system, 

15-4–15-6
formality of profit distribution, 15-10–15-12
limited liability of shareholders, 15-10
not-for-profit corporations, 15-3
private sector corporation, 15-3–15-4
public sector corporations, 15-3
separate legal entity, 15-3
shares. See shares

correction of a prior period error, 21-4,  
21-9–21-10

cost-benefit constraint, 21-11, 23-6
costs

amortized cost, 13-6
bankruptcy costs, 23-28
centrally incurred costs, 23-13–23-14
common costs, 23-11
current service cost, 19-8, 19-14,  

19-38–19-40
deferred development costs, 22-28–22-29, 

22-46
of defined benefit plan, 19-18–19-20
derivatives, 16-5
direct costs, 16-5
executory costs, 20-17
historical cost principle, 23-28, 23-38
indirect costs, 16-5
initial direct costs, 20-51

inventory costs. See inventories
of issuing shares, 15-15
of leased asset being sold, 20-46
opportunity costs, 16-5
past service costs, 19-9, 19-15, 19-19–19-20, 

19-23–19-24, 19-37, 19-40
political costs, 21-25
warranty costs, 18-19

counterbalancing errors, 21-32–21-34
counterparty, 16-6, 16-12n
coupon bonds, 14-5
coupon rate, 14-11
coupons, 13-31
covenants, 14-31
coverage ratios, 23-33, 23-34
COVID-19 pandemic, 13-34–13-35, 13-47, 17-2, 

18-1, 18-35–18-36, 21-7–21-9, 21-26–21-28, 
22-39

CPA Canada Handbook, 18-13–18-14, 19-8, 
19-19n, 21-29

see also Accounting Standards for Private 
Enterprises (ASPE)

CPA Canada Handbook—Assurance, 23-18
CPP. See Canada Pension Plan (CPP)
credit facilities, 13-8
credit ratings, 14-6–14-7
credit risk, 16-5, 16-6, 16-15–16-16
creditors, 23-28
crowdfunding, 15-1
Crown corporations, 15-3
cryptocurrencies, 15-1, 16-1
CSOPs. See compensatory stock option plans 

(CSOPs)
cumulative shares, 15-7–15-8
currency risk, 16-6, 16-15, 16-42, 16-43
current cash debt coverage ratio, 23-33
current liabilities, 13-7–13-8

accounts payable, 13-9
analytics, 13-43–13-47
on balance sheet, 13-41–13-42
bank indebtedness, 13-8
common current liabilities, 13-7–13-17
credit facilities, 13-8
current maturities of long-term debt, 13-11
customer advances, 13-14
definition of, 13-8
deposits, 13-14
disclosure, 13-41–13-42
dividend payable, 13-13
interest-bearing note issued, 13-10
versus long-term debt, 14-30
notes payable, 13-9–13-11
presentation, 13-41–13-42
rents payable, 13-13–13-14
royalties payable, 13-13–13-14
short-term obligations expected to be 

refinanced, 13-12–13-13
taxes payable, 13-14–13-17
trade accounts payable, 13-9
trade notes payable, 13-9
understanding, 13-3–13-4
zero-interest-bearing note issued,  

13-10–13-11
current market rate, 19-15
current maturities of long-term debt, 13-11
current ratio, 13-43–13-44, 23-33
current service cost, 19-8, 19-14, 19-19
current tax expense, 18-11–18-12, 18-50–18-51, 

18-54–18-55

customer advances, 13-14
customer loyalty programs, 13-30–13-31
customer program obligations, 13-30–13-33

see also warranty

D
data analytics, 13-27, 18-46–18-47

see also analytics (analysis)
accounting changes, 21-26–21-28
acid-test ratios, 13-44–13-45
Air Canada, 16-25–16-26, 18-35–18-36,  

19-5–19-6
Bank of Montreal, 15-8–15-9, 15-31–15-32
BCE Inc., 23-10
Canadian National Railway Company, 14-9
Canadian Pacific Railway Limited, 14-9, 

17-23–17-24
capital structure, 15-31–15-32, 17-23–17-24
cash flows, 22-4–22-5, 22-39–22-40
change in estimate, 21-8–21-9
commodity prices, 16-8
COVID-19 pandemic, effect of, 13-34–13-35
current ratios, 13-44–13-45
debt financing, 14-32
Dollarama, 22-4–22-5
earnings per share, 17-7–17-8
financial institutions, 15-8–15-9, 15-31–15-32
financial statement analysis, 23-36–23-37
hotel industry, 13-34–13-35
leasing market, 20-6, 20-9
Loblaw Companies Limited, 23-36–23-37
loss carryforwards, 18-35–18-36
pension plans, 19-5–19-6, 19-10–19-11
railway and transportation industry, 14-9, 

14-32
Rogers Communication, 23-10
Royal Bank of Canada, 15-8–15-9
seasonality, 13-44–13-45
segment reporting, 23-10
Stingray Group Inc., 22-39–22-40
tax rates, 18-26–18-27
unearned revenue, 13-34–13-35

days payable outstanding, 13-45
DBO. See defined benefit obligation (DBO)
debenture bonds, 14-5
debit, 13-13
debt

asset-linked debt, 14-5
bank indebtedness, 13-8, 13-41
callable debt, 13-12
commodity-backed debt, 14-5
convertible debt, 14-5, 16-27–16-31
with detachable warrants, 16-30
due on demand, 13-11
versus equity, issuer perspective, 16-21–16-31
extinguishment of debt, 14-22
plain vanilla debt, 16-22
secured debt, 14-5
short-term obligations expected to be 

refinanced, 13-12–13-13
troubled debt restructuring, 14-23
unsecured debt, 14-5

debt ratings, 14-6–14-7
debt settlement, 14-23–14-26
debt to total assets ratio, 14-31, 23-34
decommissioning obligations, 13-22–13-26
deductible temporary difference, 18-14,  

18-17–18-20
deep discount bonds or notes, 14-5
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financial guarantees, 13-42–13-43
financial reorganization, 15-37
full disclosure principle, 14-4, 23-5–23-8
IFRS-ASPE comparison, 23-38–23-39
IFRS Practice Statement, 23-5
illegal acts, 23-8
importance of, from business perspective, 

23-4–23-5
income taxes, 18-42–18-45, 18-48
increase in disclosure requirements,  

23-6–23-7
insider trading, 23-5
interim reporting, 23-15–23-19, 23-39
key disclosure documents for public 

companies, 23-4
leases, 20-36–20-38, 20-51–20-52, 20-53
long-term debt, 14-30–14-31
low-value leases, 20-36
measurement uncertainty, 21-23
misleading disclosure, 23-5
note disclosures, 14-30–14-31
notes to financial statements, 23-7
pension plan, 19-31–19-35, 19-37
segmented reporting, 23-8–23-14, 23-39
selective disclosure, 23-5
short-term leases, 20-36
statement of cash flows, 22-33–22-34, 22-41
taxes payable method, 18-42
untimely disclosure, 23-5

discount, 14-11
bonds and notes, 14-11–14-17

discount rate, 20-17
discounting, 18-47
discrete view, 23-16
distributed ledger technology, 15-1
dividend payable, 13-13
dividend yield, 15-28
dividends, 15-6, 15-10, 15-18–15-23

cash dividends, 15-18–15-19
consistent treatment, 16-31
date of declaration, 15-18
date of payment, 15-18
date of record, 15-18
dividend preferences, 15-21–15-22
dividends in kind, 15-19
dividends payable on term preferred shares, 

22-30, 22-47
financial conditions, and dividend 

distribution, 15-11–15-12
large stock dividend, 15-23
legality of dividend distribution, 15-10–15-11
and liability, 13-13
liquidating dividends, 15-18, 15-21
preferred dividends in arrears, 13-13
property dividend, 15-19
reduction of shareholders’ equity, 15-18
statement of income/comprehensive income, 

22-8n
stock dividend, 15-19–15-21, 15-23,  

17-11–17-12
dividends in kind, 15-19
Division I proposals, 23-28
due date, 14-3
due on demand, 13-11

E
earned capital, 15-24–15-25
earnings

announced earnings, 17-1

surplus or deficit, 19-10n, 19-16–19-18 
underfunded, 19-18

defined benefit trust, 19-9
defined contribution plan, 19-8–19-9, 19-36
defined contribution trust, 19-9
deposits, 13-14
depreciation

leases, 20-21–20-22
of retirement cost, 13-25

derecognition
see also recognition
long-term debt, 14-22–14-29

derivative instruments, 16-4
see also derivatives

derivatives, 16-4–16-21
accounting for derivatives, 16-9–16-21
arbitrageurs, as derivative users, 16-9
characteristics, 16-4
consumers, as derivative users, 16-7
costs, 16-5
definition, 16-4
embedded derivatives, 16-4n, 16-5
executory contracts, 16-9–16-10
financial risks, 16-5–16-6
fixed for fixed override, 16-20
forwards, 16-4, 16-11, 16-15–16-17, 16-19
futures, 16-4, 16-11, 16-17–16-19
for hedging, 16-41–16-43
involving entity’s own shares, 16-19–16-21
markets, 16-4
non-financial derivatives, 16-9–16-10
options, 16-4, 16-11–16-15, 16-19
producers, as derivative users, 16-7
risk management, 16-5–16-9
settlement options, 16-20
speculators, as derivative users, 16-9
underlying, 16-4, 16-11
warrants, 16-11–16-15

diluted EPS, 17-4, 17-14–17-31
antidilutive securities, 17-15, 17-22–17-23
complex capital structure, 17-14–17-15
contingently issuable shares, 17-22
convertible securities, 17-15–17-17
options, 17-17–17-22
reverse treasury stock method, 17-21–17-22
treasury stock method, 17-19–17-21
warrants, 17-17–17-22

direct awards of stock, 16-32, 16-37
direct costs, 16-5
direct financing lease, 20-41
direct method, 22-10–22-11, 22-13–22-16,  

22-18, 22-22–22-33, 22-48
disclosure

accounting changes, 21-15–21-16, 21-21,  
21-22–21-23, 21-29

accounting errors, 23-8
accounting policies, 23-7–23-8, 23-38
change in accounting estimate, 21-22–21-23
change in accounting policy, 21-15–21-16
commitments, 13-41, 13-42–13-43
contingencies, 13-40, 13-42–13-43
current liabilities, 13-41–13-42
defined benefit plan, 19-31–19-35
discontinued operations, per share amount 

for, 17-14
earnings per share (EPS), 17-4–17-6,  

17-25–17-26
error correction, 21-21
fair value information, 16-57–16-61

defaulted subscription accounts, 15-14–15-15
defeasance, 14-8, 14-28
deferral approach, 19-19n
deferred development costs, 22-28, 22-46
deferred/future income taxes, 18-12–18-20

deferred tax asset account, 18-37–18-39
deferred tax assets, 18-17–18-20, 18-40, 18-47, 

18-51, 18-55
deferred tax expense, 18-51
deferred tax liabilities, 18-14–18-17, 18-51, 

18-55
discounting and, 18-28

deferred tax asset account, 18-37–18-39
deferred tax assets, 18-12, 18-17–18-20, 18-40, 

18-47, 18-51, 18-55
deferred tax expense, 18-12, 18-16, 18-51, 18-55
deferred tax liabilities, 18-12, 18-14–18-17,  

18-51, 18-55, 22-30–22-31, 22-48,  
22-30–22-31, 22-48

deficit, 19-18
defined benefit cost, 19-19
defined benefit expense, 19-19
defined benefit obligation (DBO), 19-13–19-14, 

19-37, 19-39–19-40
for accounting purposes, 19-13, 19-20
for funding purposes, 19-13, 19-20

defined benefit plan, 19-9–19-16
actual return on plan assets, 19-17
actuarial gains and losses, 19-15–19-16,  

19-20, 19-25–19-27, 19-37
actuarial present value of benefits, 19-13n 
alternative measures of the pension 

obligation, 19-12–19-13
analytics, 19-35
benefits paid, 19-18
benefits paid to retirees, 19-15
changes in defined benefit obligation,  

19-13–19-16
contributions, 19-17
cost of, 19-18–19-20
current service cost, 19-14, 19-38–19-40
curtailments, 19-19–19-20
defined benefit cost components,  

19-18–19-28 
defined benefit obligation (DBO), 19-12,  

19-37, 19-39–19-40
defined benefit obligation (DBO) for 

accounting purposes, 19-13
defined benefit obligation (DBO) for funding 

purposes, 19-13
disclosure, 19-31–19-35
discount rate, 19-37
employer’s obligation, 19-12–19-16
interest cost, 19-14–19-15
limit on carrying amount of net defined 

benefit asset, 19-28
measurement, 19-37
other defined benefit plans, 19-28–19-30
overfunded, 19-18
past service costs, 19-15, 19-19–19-20,  

19-23–19-24, 19-37, 19-40
plan assets, 19-12, 19-16–19-18
present value of benefits, 19-13, 19-13n 
presentation, 19-31
projected benefit method prorated on 

services, 19-14n
recognition, 19-36
return on plan assets, 19-17 
settlements, 19-19–19-20
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financial liabilities, 20-55
financial statement presentation, 22-6
leases, 20-5
post-retirement benefits other than pensions, 

19-29
projected benefit method, 19-13

financial fraud, 21-30–21-31
financial guarantees, 13-39–13-40, 13-42–13-43
financial instruments, 13-6, 16-4
financial liabilities, 13-6–13-7, 16-23, 20-55

measurement, 13-6–13-7
recognition at fair value, 14-18

financial ratios. See ratio analysis
financial reorganization, 15-35–15-37
financial risks, 16-5–16-6
financial statement analysis

common-size analysis, 23-36
horizontal analysis, 23-34–23-35
limitations, 23-32, 23-37–23-38
overview, 23-31–23-32
ratio analysis. See ratio analysis
techniques of, 23-32–23-36
trend analysis, 23-32, 23-36
vertical analysis, 23-35–23-36

financial statements
see also specific financial statements
comparative financial statements,  

21-39–21-40
disclosure, 23-4
notes to financial statements, 23-7

financing activities, 22-7, 22-21, 22-37–22-38
firm commitment underwriting, 14-4
flexibility, 20-8
for-profit companies, 15-4
foreign currency risk, 16-42
forfeitures, 16-37
forward contract, 16-4, 16-7, 16-11,  

16-15–16-17, 16-19, 17-22
forward-looking information, 23-4
forward purchase contracts, 17-18
forward sales contract, 17-18
framework for case analysis, AP-6–AP-7
fraud, financial, 21-30–21-31
free cash flow, 22-39–22-40
free cash flow to operating cash flow, 23-34
fresh start accounting, 15-35
full disclosure principle, 14-4, 23-5–23-8
full retrospective application, 21-10,  

21-12–21-15, 21-24
funded, 19-7
future income tax assets, 18-12, 18-17
future income tax expense, 18-12, 18-16
future income tax liabilities, 18-12,  

18-15–18-17
future income tax method, 18-12, 18-21, 18-43
future tax rates, 18-27–18-29
future value of a single sum (table), AP-1
future value of an ordinary annuity of 1 

(table), AP-3
futures contract, 16-4, 16-11, 16-17–16-19
FV-NI. See fair value through net income 

(FV-NI)
FV-OCI. See fair value through other 

comprehensive income (FV-OCI)

G
GAAP. See generally accepted accounting 

principles (GAAP)
GAAP hierarchy, 21-4

prior period errors, 21-4, 21-9–21-10
in statement of financial position,  

21-31–21-36
in statement of profit or loss/income 

statement errors, 21-31–21-36
ESG. See environmental, social, and 

governance (ESG)
ESOPs. See employee stock option or purchase 

plans (ESOPs)
estimates

accounting items requiring estimates, 21-7
significant estimates, and ratios, 23-38

Ethereum (Ether), 15-1
event accrual method, 13-21
Excel, 20-12n
exchange, 15-4n
exchange amount, 23-23
exchange of debt instruments, 14-23
exchange rate risk, 16-41
exchange-traded options, 16-32
executive compensation, 23-4
executory contracts, 13-41, 16-9–16-10, 20-10
executory costs, 20-17
exercise period, 16-11
exercise price, 16-11, 17-17
expected future benefits, 19-28n
expected return, 19-17
expected value method, 13-37
expense approach, 13-26, 13-27, 13-30,  

13-32–13-33
expenses

see also specific expenses
current tax expense, 18-51–18-52,  

18-54–18-55
deductible for tax purposes, 18-8
deferred income tax expense, 18-16
deferred tax expense, 18-12, 18-51, 18-55
future income tax expense, 18-12, 18-16
non-tax-deductible expenses, 18-9

experience adjustment, 19-15 
experience gain or loss, 19-15
expiration, 16-36–16-37
extinguishment of debt, 14-22

F
face value, 14-11
fair value

advanced models for measurement of,  
16-57–16-61

disclosure, 16-57–16-61
marketable securities, 14-18
measurement of, 16-57–16-61
relative fair value method, 15-15

fair value hedge, 16-44–16-46
fair value option, 14-21
fair value through net income (FV-NI), 14-24, 

16-9, 16-42, 16-43, 16-45–16-46
analysis of, using work sheet, 22-45
direct and indirect method, 22-26–22-27

fair value through other comprehensive 
income (FV-OCI), 16-44, 16-45–16-46, 
18-40

analysis of, using work sheet, 22-46
FASB. See Financial Accounting Standards 

Board (FASB)
finance leases, 20-10, 20-21n, 20-39, 20-41,  

20-42–20-43, 20-47–20-48
Financial Accounting Standards Board (FASB)

direct and indirect method, 22-11

normalized earnings, 17-6
quality of, 18-45–18-46
smoothing earnings, 21-25
sustainability of, 17-6

earnings before interest, taxes, depreciation, 
and amortization (EBITDA), 18-48, 20-1

earnings per share (EPS), 23-34
additional disclosures, 17-25–17-26
analytics, 17-6
basic EPS, 17-4, 17-8–17-14, 17-27
comprehensive exercise, 17-26–17-31
diluted EPS, 17-4, 17-6, 17-14–17-31
disclosure, 17-4–17-6
IFRS-ASPE comparison, 17-31–17-32
interim reporting, 23-17, 23-18
multiplier, 17-6
objective of, 17-4
presentation, 17-4–17-6

earnings surprise, 17-1
EBITDA. See earnings before interest, taxes, 

depreciation, and amortization (EBITDA)
economic conditions, 15-11
economic consequences, 21-26
economic life test, 20-16
economic obligation, 13-5
economic substance, 16-30
effective (economic) hedge, 16-43
effective interest method, 14-14–14-17, 20-19, 

20-22
effective tax rate, 18-25
effective yield, 14-11
EI. See Employment Insurance (EI)
embedded derivatives, 16-4n, 16-5
employee-related liabilities, 13-17–13-22

bonus, 13-22
payroll deductions, 13-17–13-19
profit-sharing plan, 13-22
short-term compensated absences,  

13-19–13-21
employee stock option or purchase plans 

(ESOPs), 16-32–16-33
Employment Insurance (EI), 13-18
environmental, social, and governance (ESG)

reporting, 23-7
EPS. See earnings per share (EPS)
equipment, 22-20, 22-29, 22-46–22-47
equity, 14-30
equity versus debt, issuer perspective,  

16-21–16-31
equity instruments, 16-4, 16-23
error correction, 21-29

accounting methods, 21-24
correcting entries, 21-35
correction of a prior period error,  

21-4, 21-9–21-10
disclosure, 21-21
presentation on comparative financial 

statements, 21-39–21-40
retrospective restatement, 21-16–21-21

errors
accounting errors, 23-8
counterbalancing errors, 21-32–21-34
error analysis, 21-29–21-40 
in income statement, 21-31–21-36
income tax effects, 21-35
non-counterbalancing errors, 21-32,  

21-34–21-35
numerous errors, comprehensive illustration, 

21-36–21-38
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income bonds, 14-5
income statement, 19-31, 21-31–21-36, 23-16, 

23-36
see also statement of income/comprehensive 

income
Income Tax Act, 18-8n
income tax benefit, 18-16
income taxes, 13-16–13-17

analytics, 18-45–18-47
from a business perspective, 18-4–18-5
calculation of current income taxes,  

18-11–18-12
capital cost allowance (CCA), 18-9
comprehensive illustration, 18-49–18-56
current income taxes, 18-6–18-12
current tax expense, 18-11, 18-12,  

18-51–18-52, 18-55–18-56
deductible temporary difference, 18-14,  

18-17–18-18
deferred/future income taxes, 18-12–18-20
deferred tax asset account, 18-37–18-39
deferred tax assets, 18-12, 18-17–18-20, 18-40, 

18-47, 18-51, 18-55
deferred tax expense, 18-12, 18-16, 18-51, 

18-55
deferred tax liabilities, 18-12, 18-14–18-17, 

18-51, 18-55
disclosure, 18-42–18-45, 18-48
disclosure requirements, 18-42–18-45
discounting of deferred tax assets and 

liabilities, 18-28
discrete view, 23-16
effective tax rate, 18-25
errors, income tax effects of, 21-35
future income tax assets, 18-12, 18-17
future income tax expense, 18-12, 18-16
future income tax liabilities, 18-12,  

18-15–18-16
future income tax method, 18-12, 18-21, 

18-43
future tax rates, 18-27–18-28
future taxable income not probable,  

18-33–18-35
future taxable income probable, 18-32
IFRS-ASPE comparison, 18-47–18-48
income statement presentation, 18-40–18-42
income tax accounting objectives,  

18-21–18-22
interperiod tax allocation, 18-21
intraperiod tax allocation, 18-40–18-42
loss carryback, 18-31, 18-33–18-34
loss carryforward, 18-30, 18-31–18-33,  

18-34–18-36, 18-36–18-37
loss for income tax purposes, 18-29–18-37
multiple differences, 18-10–18-11,  

18-22–18-25
originating difference, 18-9
permanent differences, 18-7–18-9, 18-9
presentation, 18-39–18-42, 18-48, 18-53, 

18-56
recognition, 18-48
reversible differences, 18-7–18-11, 18-9
statement of financial position presentation, 

18-39–18-40
substantively enacted rate, 18-27
tax rate change, 18-54
tax rate considerations, 18-25–18-29
taxable income, 18-6–18-11, 18-50–18-51, 

18-54–18-55

horizontal analysis, 23-34–23-35
HST. See Harmonized Sales Tax (HST)
hybrid/compound instruments, 16-22,  

16-23–16-27
examples of, 16-24
measurement, 16-27
presentation, 16-22–16-27

I
IAS. See International Accounting Standards 

(IAS)
IAS 8, 21-3n
IAS 12, 18-49
IAS 19, 19-37
IAS 37, 13-49
IASB. See International Accounting Standards 

Board (IASB)
if-converted method, 17-15–17-17
IFRIC. See IFRS Interpretations Committee 

(IFRIC)
IFRIC 1, 13-26
IFRS. See International Financial Reporting 

Standards (IFRS)
IFRS 16, 20-1, 20-10, 20-48, 20-54
IFRS 18 impact, 13-49, 17-32, 18-48–18-49,  

19-37, 20-1, 20-54, 22-41, 23-39–23-40
IFRS-ASPE comparison, 21-28–21-29

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

complex financial instruments, 16-38–16-40
contingencies, 13-48, 13-49
contingent gains, 13-48
current/non-current classification, 13-49
decommissioning and restoration 

obligations, 13-48
disclosure, 23-38
disclosure, liabilities, 13-49
earnings per share (EPS), 17-31–17-32
equity, accounting for, 15-32–15-33
impairment, 20-19
income taxes, 18-48
leases, 20-21–20-22, 20-52–20-54
liabilities, 13-47–13-49
long-term debt, 14-33
measurement, 23-38–23-39
non-financial liabilities, 13-48–13-49
non-financial obligations, 13-23
pension plan, 19-36–19-37
post-employment benefits, 19-36–19-37
premium offers, 13-32–13-33
statement of cash flows, 22-40–22-41
uncertain commitments, 13-48, 13-49

IFRS Interpretations Committee (IFRIC), 14-26n
illegal acts, 23-8
immediate recognition approach, 19-19n
implicit interest rate, 14-18
impracticable, 21-12, 21-15
imputed interest rate, 14-18
in-substance common shares, 15-7
in-substance defeasance, 14-28
in the money, 16-14, 17-18
income

accounting income, 18-6–18-7
leases, 20-42, 20-46
taxable income, 13-16–13-17, 18-6–18-11, 

18-50–18-51, 18-54–18-55
income available to common shareholders, 

17-9–17-10

gain contingencies, 13-36
gains

actuarial gains and losses, 19-15–19-16,  
19-20, 19-25–19-27, 19-37

consistent treatment, 16-31
experience gain or loss, 19-15
realized, 18-8
taxation of, 18-8
unrealized holding gains or losses, 18-8

general hedge accounting, 16-40
generally accepted accounting principles (GAAP)

changes in accounting principle, 21-5–21-7
levels of GAAP, 21-4
non-consolidated entities, 14-29
primary sources, 21-4, 21-6
stock dividends, 15-20
taxable income, 13-17

goods
notes issued for, 14-20–14-21

Goods and Services Tax (GST), 13-14–13-16
goodwill

analysis, 22-47
direct and indirect method, 22-30

government business enterprises, 15-3
government units, 15-3
grant date, 16-35, 16-36
green bonds, 14-1
gross investment in lease, 20-42
gross profit margins, 23-33
GST. See Goods and Services Tax (GST)
guaranteed residual value, 20-17, 20-18,  

20-26–20-28, 20-32
guarantees

financial guarantees, 13-39–13-40,  
13-42–13-43

product guarantees, 13-26–13-30
see also warranty

H
Harmonized Sales Tax (HST), 13-14
hedge accounting, 16-6, 16-9, 16-40, 16-41, 

16-44–16-53
see also hedging

hedged item, 16-41, 16-45–16-53
hedging, 16-6, 16-41

act of hedging, 16-41
anticipated future transaction, 16-51–16-52
cash flow hedge, 16-45, 16-47–16-53
derivatives used for, 16-41–16-43
effective (economic) hedge, 16-43
fair value hedge, 16-45–16-47
general hedge accounting, 16-45
hedge accounting, 16-6, 16-9, 16-40, 16-41, 

16-44–16-53
hedge accounting standards, need for,  

16-43–16-44
hedged item, 16-41
hedging item, 16-41
interest rate swaps, 16-48–16-51
macro hedging, 16-40
no symmetry in accounting, and need for 

special hedge accounting, 16-43
purchase commitments, 16-47
recognized assets as hedged items, 16-46
symmetry in accounting, and no need for 

special hedge accounting, 16-42
hedging item, 16-41, 16-44–16-45
high/low preferred shares, 16-26
historical cost principle, 23-28, 23-38
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forfeitures, 16-37
future income tax method, 18-43
GAAP hierarchy, 21-4–21-5
hedge accounting, 16-44, 16-46, 16-49–16-50, 

16-51
interest, and defined benefit plan, 19-15
interest rate swap, 16-48, 16-49–16-50
interim reporting, 23-15
issued but unpaid-for shares, 15-13
and large stock dividend, 15-23
lease portfolios, 20-15
leases, 20-5, 20-10, 20-11, 20-13–20-15, 20-17, 

20-18–20-26, 20-33, 20-36, 20-51,  
20-52–20-54, 20-55–20-56, 20-58

lessees, 20-14–20-15
lessors, 20-39–20-41
liabilities, definition of, 13-5
low-value leases, 20-15, 20-32–20-33
measurement uncertainty, 21-23
mixed measurement model, 16-41
net defined benefit liability or asset, 19-24
non-consolidated entities, 14-29
non-financial liabilities, 13-7
non-financial obligations, 13-23
off–balance sheet financing, 14-29
own equity instruments, 16-20–16-21
past service costs, 19-15
pension plan, disclosure, 19-32
post-employment benefits, 19-30
premiums and coupons, 13-32, 13-33
primary sources of GAAP, 21-4–21-5
profit-sharing payments, 13-22
reacquisition of shares, 15-18
related-party transactions, 23-19
residual value guarantees, 20-26
retirement of shares, 15-18
retrospective application, 21-14, 21-15–21-16
retrospective restatement, 21-15–21-16
revenue from contracts with customers, 

20-55
right-of-use asset, 20-10
share appreciation rights plans, 16-54
short-term leases, 20-32–20-33
statement of cash flows, 22-10, 22-33–22-34
subsequent events, 23-23–23-24
upside-down presentation, 13-41
voluntary change, 21-5
warranties, 13-27–13-28

interperiod tax allocation, 18-21
intraperiod tax allocation, 18-40
intrinsic value, 16-13, 16-58
intrinsic value method, 16-54, 16-56
inventories

analysis, 22-45–22-46
direct and indirect method, 22-28
indirect method, 22-19
inventory cost formulas, and interim reports, 

23-16
inventory turnover ratio, 23-33
investing activities, 22-6–22-7, 22-21, 22-37
investment grade securities, 14-6
investments

associates, investments in, 22-28, 22-46
non-equity investments, 22-6

J
Japan, 13-22
junk bonds, 14-5
just-in-time inventory ordering, 16-7

provisions, contingent liabilities, and 
contingent assets, 13-4, 13-42, 13-49

statement of cash flows, 22-6, 22-8n, 22-41
taxable profit, 18-6

International Accounting Standards Board 
(IASB)

see also International Financial Reporting 
Standards (IFRS)

disclosures, 15-33, 23-5, 23-6
fair value disclosure, 16-58
financial instruments with characteristics of 

equity, 14-33, 16-40
financial statement presentation, 15-33, 22-6, 

22-41
hedge accounting, 16-40
leases, 20-5
long-term debt, 14-33
management commentary, 23-40
post-employment benefits, 19-12
projected benefit method, 19-13
segmented reporting, 23-11
temporary difference approach, 18-47

International Financial Reporting Standards 
(IFRS)

see also generally accepted accounting 
principles (GAAP); IFRS-ASPE 
comparison; International Accounting 
Standards (IAS); International 
Accounting Standards Board (IASB)

accounting changes, 21-3–21-4, 21-24
accounting income, 18-6
accounting policies, 21-29, 23-8
affirmative judgement approach, 18-37
aggregating segments, 23-12
amounts payable under residual value 

guarantee, 20-28
assurance-type warranty, 13-27, 13-28–13-29
bargain purchase option, 20-48
book value method, 16-29–16-30
capital disclosures, 15-27–15-28
cash flow hedge accounting, 16-50
cash flows, classification of, 22-7
change in accounting estimate, 21-22–21-23
classification of debt as current, 13-12
contingencies, 13-37, 13-42
convertible debt at time of conversion, 16-29
current liabilities, 13-8
current tax expense (income), 18-12
decommissioning and restoration 

obligations, 13-23, 13-26
deferred tax assets, 18-40
deferred tax expense (income), 18-12
deferred tax liability, 18-28, 18-40
defined benefit obligation, 19-20
defined benefit plan, 19-9, 19-17, 19-19, 19-28
defined contribution plan, 19-8
derivatives, 16-20–16-21
direct method, 22-10
disclosure, 23-6
disclosure, long-term debt, 14-31
earnings per share (EPS), 17-4, 17-6
effective interest method, 14-14
equity instruments, 16-23
fair value, 14-21
fair value option, 14-21
finance lease, 20-39
financial instruments, 20-55
financial liabilities, 13-6, 20-55
financial risks, 16-5–16-6

taxable temporary difference, 18-14–18-15, 
18-27

taxes payable, 18-51, 18-55
taxes payable method, 18-12, 18-42
temporary difference, 18-9, 18-14
temporary difference approach, 18-12, 18-21, 

18-47
timing differences, 18-9

incremental borrowing rate, 20-17
incremental method, 16-27
independent finance company, 20-39
indirect method, 22-10–22-11, 22-16–22-22
induced conversion, 16-30
information

communication of business information, 
23-1

forward-looking information, 23-4
information asymmetry, 17-1
information circulars, 23-4
initial direct costs, 20-12, 20-51
input tax credit, 13-14
insider trading, 23-5
insolvency, 23-27
instalment purchases, 20-10
integral view, 23-16
intent (management), 13-12
interest costs, and defined benefit plan,  

19-14–19-15
interest-bearing note issued, 13-10
interest rate implicit in the lease, 20-17
interest rate risk, 16-6, 16-41
interest rate swaps, 16-48–16-51
interest rates

current market rate, 19-15
implicit interest rate, 14-18
imputed interest rate, 14-18
incremental borrowing rate, 20-17
interest rate implicit in the lease, 20-17
long-term debt, 14-3
net interest, 19-16n
non-market interest rates, 14-18–14-21
prime lending rate, 16-47n

interim reporting, 23-15–23-19, 23-39
changes in accounting, 23-17
continuing controversy, 23-18
and continuous disclosures, 23-19
discrete view, 23-16
earnings per share, 23-17
integral view, 23-16
requirements, 23-16–23-17
seasonality, 23-18
tax expense, calculation of, 23-16
unique problems in, 23-17–23-18

interim reports, 23-15
International Accounting Standards (IAS)

see also International Financial Reporting 
Standards (IFRS)

accounting policies, changes in accounting 
estimates and errors, 21-23n

contingencies, 13-37
disclosure, 23-6
employee benefits, 19-8
impairment of assets, 20-19
impracticable, 21-12
intangible assets, 20-21n
investment property, 20-21n
pension plans, 19-7, 19-37
presentation of financial statements, 21-7, 

22-40
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disclosure, 20-51–20-52, 20-53
financing-type lease, 20-42–20-43,  

20-47–20-48
gross investment in lease, 20-42
gross profit from sale, 20-46
under IFRS, 20-39–20-41
IFRS approach, 20-39–20-41
initial direct costs, 20-51
interest or finance income, 20-46
land, 20-58
lease amortization schedule, 20-44–20-45, 

20-48
manufacturer or dealer lease, 20-46,  

20-49–20-50
net investment in lease, 20-42
operating lease, 20-51–20-52
purchase options, 20-13, 20-47–20-51
recognition, 20-53
residual value, 20-13
risks and benefits of ownership, 20-15–20-16
sale-leaseback transactions, 20-54–20-58
sales-type lease, 20-46, 20-49–20-50
selling price of the asset, 20-46
tax incentives, 20-8
terminology, 20-42, 20-46
types of, 20-39
unearned finance or interest income, 20-42

leverage, 14-8, 15-28
leveraged buyouts, 14-5, 15-16
liabilities, 13-4, 13-5

accrued liabilities, 22-30
characteristics, 13-4–13-6
classification, importance of, 13-6
contingent liability, 13-4, 13-36
deferred tax liabilities, 18-12, 18-14–18-17, 

18-51, 18-55
definition, 13-4–13-6
due on demand, 13-11
employee-related liabilities, 13-17–13-22
financial liabilities, 13-6–13-7
non-current liabilities, 13-8
non-financial liabilities, 13-6–13-7
short-term liabilities, 13-7
tax base of a liability, 18-13–18-14
types of liabilities, 13-4

LIBOR (London Interbank Offered Rate), 
16-48n

life-cycle development phases, 22-9
limited liability, 15-10
line of credit, 13-8
liquid markets, 16-10n
liquidity, 13-43, 14-21, 22-4
liquidity ratios, 23-33
liquidity risk, 16-5, 16-6, 16-15–16-16, 16-41
litigation, 13-38
loan foreclosure, 14-23
London Interbank Offered Rate (LIBOR). See 

LIBOR (London Interbank Offered Rate)
long-term compensation plans, 16-32
long-term debt, 14-3

analytics, 14-31–14-32
continuation, with modifications, 14-23, 14-26
credit ratings, 14-6–14-7
versus current liability, 14-30
debt settlement, 14-23–14-26
as decision-making information, 14-10
defeasance, 14-8, 14-28
derecognition, 14-22–14-29
disclosures, 14-30–14-31
early retirements and modifications of debt, 

14-28

obsolescence, protection against, 20-8
off–balance sheet financing, 20-8, 20-11
100% financing at fixed rates, 20-7
operating leases, 14-29, 20-11, 20-32–20-33, 

20-40–20-41, 20-51–20-52, 20-56
presentation, 20-35–20-36
purchase options, 20-13, 20-26–20-32,  

20-47–20-51
real estate leases, 20-54, 20-58
recognition, 20-52
recovery of investment by lessor test,  

20-16–20-17
as rent expense, 20-5
residual value, 20-13, 20-17, 20-18,  

20-26–20-32, 20-47–20-51
right-of-use approach, 20-11, 20-22–20-26
right-of-use asset, 20-17–20-26
right-of-use leases, 20-36
sale-leaseback transactions, 20-53,  

20-54–20-58
sales-type lease, 20-41, 20-46, 20-49–20-50
short-term leases, 20-32–20-33
standards under transition, 20-10–20-11
substance versus form, 20-10
transfer of ownership test, 20-16
transparency, lack of, 20-5
unearned finance or interest income, 20-42
unguaranteed residual value, 20-17, 20-26, 

20-29–20-31, 20-48, 20-50
variable payments, 20-18

legal capital, 15-11
legal defeasance, 14-8, 14-28
legal obligations, 13-23
lessee, 20-7

see also leases
ASPE approach, 20-15–20-17
current standards, 20-10–20-11
disclosure, 20-53
discount rate, 20-17
executory costs, 20-17
under IFRS, 20-18–20-26
IFRS approach, 20-14–20-15
incremental borrowing rate, 20-17
initial measurement, 20-18–20-19
land, 20-58
lease amortization schedule, 20-24–20-25
lease disclosure, illustration of, 20-36–20-38
less costly financing, 20-8
liability to make lease payments, 20-18
measurement after recognition, 20-19–20-20
minimum lease payments, 20-16, 20-27
purchase option, 20-31–20-32
recognition, 20-52
recovery of investment by lessor test,  

20-16–20-17
residual value, 20-28–20-29, 20-30–20-31
right-of-use asset, accounting for,  

20-17–20-26
risks and benefits of ownership, transfer of, 

20-15–20-16
sale-leaseback transactions, 20-54–20-55
unguaranteed residual value, 20-29–20-31

lessor, 20-7
see also leases
under ASPE, 20-15–20-17, 20-39–20-41
ASPE approach, 20-39–20-41
classification criteria, 20-39
cost of the leased asset being sold, 20-46
current standards, 20-10–20-11
determination of rental payments,  

20-12–20-13

L
land, 20-58, 22-19–22-20, 22-29, 22-46
land and building, 20-58
law, corporate, 15-3–15-4
lawsuits, 13-36, 13-37
lease liability, 20-22
lease payments, 20-7, 20-12
lease term, 20-16, 20-18
leased asset, 20-26–20-32
leases, 20-7

see also lessee; lessor
advantages of leasing, 20-7–20-8
under ASPE, 20-10–20-11, 20-14, 20-15–20-17, 

20-21–20-26, 20-32–20-34, 20-39–20-41,  
20-48, 20-51, 20-52–20-54, 20-56–20-58

asset recognition, 20-21
bargain purchase option, 20-12, 20-48
bargain renewal option, 20-16
business perspective, 20-5
capital lease method, 20-22–20-26
capital leases, 20-10, 20-17–20-26, 20-34,  

20-36, 20-40–20-41
capitalized leases, 20-10
classification approach, 20-10, 20-15–20-16
conceptual nature of a lease, 20-10
contract-based approach, 20-10, 20-11, 20-18
current and non-current lease liabilities, 

20-25–20-26
definitions, importance of, 20-16
depreciable amount, period, and method, 

20-21–20-22
depreciation expense, 20-19
direct financing lease, 20-41
disclosure, 20-36–20-38, 20-51–20-52, 20-53
discount rate, 20-17
“double dipping” at international level, 20-8
economic life test, 20-16
effective interest method, 20-22
executory contract approach, 20-10
finance leases, 20-10, 20-11, 20-21n, 20-39, 

20-41, 20-42–20-43, 20-47–20-48
flexibility, 20-8
gross investment in lease, 20-42
guaranteed residual value, 20-17, 20-18,  

20-26–20-27, 20-32
under IFRS, 20-1, 20-5, 20-11, 20-13–20-15, 

20-17, 20-18–20-26, 20-32–20-33,  
20-39–20-41, 20-48, 20-51, 20-52–20-56, 
20-58

IFRS-ASPE comparison, 20-21–20-22,  
20-52–20-54

importance of leases, 20-5
initial direct costs, 20-51
interest rate implicit in the lease, 20-17
land, 20-58
land and building, 20-58
lease amortization schedule, 20-24–20-25
lease criteria, 20-14–20-15
lease portfolios, 20-15
lease term, 20-16, 20-18
leased asset, 20-26–20-32
leasing environment, 20-7–20-11
liability recognition, 20-21
low-value leases, 20-15, 20-32–20-33
manufacturer or dealer lease, 20-41,  

20-45–20-46, 20-49–20-50
measurement, 20-53
minimum lease payments, 20-16, 20-21,  

20-23, 20-27
net investment in lease, 20-42
non-capitalization method, 20-32
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uncertain commitments, 13-36–13-39
understanding, 13-3–13-4
unearned revenue, 13-33–13-34
valuing, 13-1

non-market interest rates
marketable securities, 14-18–14-19
non-marketable instruments, 14-19–14-21

non-substantial modification of terms,  
14-26–14-28

non-taxable revenue, 18-9
non-tax-deductible expenses, 18-9
normalized cash flow, 17-6
note disclosures, 14-30–14-31
notes

issued at par, 14-10–14-11
issued for property, goods, and services,  

14-20–14-21
notes payable, 14-4–14-5
types of, 14-5

notes payable, 13-9–13-11, 14-4–14-5
see also bonds

notes to financial statements, 23-7

O
obsolescence, 20-8
OECD countries, 18-4
off–balance sheet accounts, 19-20
off–balance sheet financing, 14-28–14-29, 20-5, 

20-8, 20-11
onerous contract, 13-30
online coupons, 13-31
online financial reporting, 23-19
operating activities, 22-4, 22-6, 22-7, 22-37
operating cycle, 13-8
operating leases, 20-10, 20-32–20-34, 20-40–20-

41, 20-51–20-52, 20-56
operating segments, 23-12–23-13
opportunity costs, 16-5
options, 16-4, 16-11–16-15, 16-19, 17-17–17-22
options pricing model, 16-13n, 16-35, 16-39, 

16-57–16-58
ordinary annuity, 20-35
originating difference, 18-9
other price risk, 16-6, 16-7
over-the-counter markets, 16-4
overfunded, 19-18
own equity instruments, 16-19–16-21, 16-39
ownership

leases and, 20-15–20-16
share ownership, 15-6
substantive change in, 23-22
transfer of ownership test, 20-16

P
P/E ratio. See price earnings ratio
paid-in capital, 15-24
paid-in capital in excess of par, 15-34
par value, 14-11
par value shares, 15-10, 15-34
parental leave benefits, 13-21
partial retrospective application, 21-15, 21-24
participating shares, 15-8
partnership, 15-3
past service costs, 19-9, 19-15, 19-19, 19-20n, 

19-23–19-24, 19-37, 19-40
payout ratio, 15-29, 23-34
payroll deductions, 13-17–13-19
payroll taxes, 23-16
pension obligation, 19-12
pension plan, 19-6

analytics, 19-35
contributory plans, 19-7

decommissioning and restoration 
obligations, 13-23, 13-26

defined benefit plan, 19-37
dividends, 15-18–15-23
equity, accounting for, 15-33
fair value, 16-57–16-61
financial liabilities, 13-6–13-7
IFRS-ASPE comparison, 23-38–23-39
leases, 20-53
measurement uncertainty, 21-23
non-financial liabilities, 13-7
non-market interest rates, marketable 

securities, 14-18–14-19
non-market interest rates, non-marketable 

instruments, 14-19–14-21
notes issued for property, goods, and services, 

14-20–14-21
pension plan, 19-37
receivership, 23-27–23-28
related-party transactions, 23-19–23-23, 23-39
right-of-use assets, and leases, 20-18–20-19
segmented reporting, 23-13
share-based compensation, 16-31–16-38
shares, 15-12–15-8
subsequent events, 23-23–23-26, 23-39
unincorporated businesses, 23-26–23-27, 

23-39
measurement date, 16-35
memo accounts, 19-20
minimum lease payments, 20-16, 20-21, 20-23, 

20-27
misleading disclosure, 23-5
mixed measurement model, 16-42
modified opinion, 23-30
more likely than not, 18-32
mortgage bonds or notes, 14-5
mortgage payable, 22-20
multiplier, 17-6

N
National Instrument 51-102, 23-40
net income

analysis of, using work sheet, 22-45
versus cash flow from operating activities, 

22-4
net investment in lease, 20-42
neutrality, 21-26
nominal rate, 14-11
non-accumulating compensated absences, 

13-21
non-consolidated entities, 14-29
non-contributory plans, 19-7
non-counterbalancing errors, 21-32,  

21-34–21-35
non-equity investments, 22-6
non-financial derivatives, 16-9–16-10
non-financial liabilities

commitments, 13-41, 13-42–13-43
contingencies, 13-36–13-39, 13-42–13-43
customer loyalty programs, 13-30–13-31
decommissioning obligations, 13-22–13-26
financial guarantees, 13-39–13-40,  

13-42–13-43
versus financial liabilities, 13-6–13-7
IFRS-ASPE comparison, 13-48–13-49
measurement, 13-7, 13-48–13-49
premiums, 13-31–13-33
product guarantees, 13-26–13-30
rebates, 13-31–13-33
recognition, 13-6
restoration obligations, 13-22–13-26

versus equity, 14-30
exchange of debt instruments, 14-23
extinguishment of debt, 14-22
fair value option, 14-21
IFRS-ASPE comparison, 14-33
measurement, 14-10–14-21
non-market interest rates, marketable 

securities, 14-18–14-19
non-market interest rates, non-marketable 

instruments, 14-19–14-21
non-substantial modification of terms,  

14-26–14-28
notes issued for property, goods, and services, 

14-20–14-21
off–balance sheet financing, 14-28–14-29
presentation, 14-30
recognition, 14-22–14-29
refunding, 14-23
repayment before maturity date, 14-22–14-23
special situations, 14-18–14-21
troubled debt restructuring, 14-23
types of companies with significant debt 

financing, 14-8–14-9
understanding debt instruments,  

14-3–14-10
long-term employee benefit plans,  

19-28–19-30
long-term financial liabilities

bonds payable, 14-4–14-5
notes payable, 14-4–14-5

long-term solvency, 15-28
loss carryback, 18-30–18-34
loss carryforward, 18-30, 18-31–18-37
loss for income tax purposes, 18-29–18-37
losses

actuarial gains and losses, 19-15–19-16,  
19-20, 19-25–19-27, 19-37

consistent treatment, 16-31
contingent loss, 13-36–13-37
experience gain or loss, 19-15
tax loss, 18-29–18-37

loyalty programs, 13-30–13-31
lump-sum sales, 15-15

M
machinery, 22-47
macro hedging, 16-40
management approach, 23-12
management discussion and analysis (MD&A), 

23-4, 23-40
management’s intent, 13-12
manufacturer finance companies, 20-39
manufacturer or dealer lease, 20-40, 20-46, 

20-49–20-50
manufacturer’s or dealer’s profit, 20-41
market rate, 14-11
market risk, 16-5–16-7, 16-13, 16-17
marketable securities, 14-18–14-19
marketing expenses, 13-32
matching principle, 19-19
material change, 23-4
material contracts, 23-4
maturity value, 14-11
MD&A. See management discussion and 

analysis (MD&A)
measurement

bankruptcy, 23-27–23-28
cash-settled and other stock compensation 

plans, 16-40
CSOP when using options pricing model, 

16-39
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public companies, 15-4, 17-1, 23-4, 23-6
public sector corporations, 15-3
publicly accountable entity, 22-22
purchase commitments, 16-10, 16-38, 16-45
purchase options, 16-12, 17-19, 20-13,  

20-26–20-32, 20-47–20-51
put option, 17-17, 17-18

Q
QPP. See Quebec Pension Plan (QPP)
qualified opinion, 23-30–23-31
Quebec Pension Plan (QPP), 13-18
quick ratio, 13-44, 23-33

R
rate of return on assets (ROA), 23-34
rate of return on common share equity, 23-34
ratio analysis, 23-32–23-33

see also specific ratios
acid-test ratio, 13-44, 23-33
activity ratios, 23-33
asset turnover ratio, 23-33
book value per share, 15-29–15-32, 23-34
calculation of, 13-46–13-47
cash debt coverage ratio, 23-33
coverage ratios, 23-33, 23-34
current cash debt coverage ratio, 23-33
current ratio, 13-43–13-44, 23-33
data analytics, 13-44–13-45
days payables outstanding, 13-45
debt to total assets ratio, 14-31, 23-34
inventory turnover ratio, 23-33
limitations, 23-38
liquidity ratios, 23-33
long-term debt, 14-31
payout ratio, 15-29, 23-34
price earnings ratio, 15-29, 23-34
profit margin on sales, 23-33
profitability ratios, 23-33–23-34
quick ratio, 13-44, 23-33
rate of return on assets (ROA), 23-34
rate of return on common share equity, 23-34
rate of return on common shareholders’ 

equity, 15-28
reacquisition of shares, 15-16–15-18
real estate income or investment trusts 

(REITs), 15-4
receivables turnover ratio, 23-33
solvency ratios, 23-33
times interest earned ratio, 14-31, 23-34
working capital ratio, 13-44

reacquisition of shares, 15-16–15-18
reacquisition price, 14-22
real estate income or investment trusts 

(REITs), 15-4
real estate leases, 20-54, 20-58
realized (gains and losses), 18-8
rebate coupon, 13-31
rebates, 13-31–13-33
receivables, securitization of, 22-38
receivables turnover ratio, 23-33
receivership, 23-27–23-28
recognition

cash-settled and other stock compensation 
plans, 16-40

decommissioning and restoration 
obligations, 13-24–13-26

deferred tax assets, 18-47
defined benefit plan, 19-36

certain puttable shares, 16-39
commitments, 13-42–13-43
contingencies, 13-42–13-43
contributed surplus, 15-26
current liabilities, 13-41–13-42
defined benefit plan, 19-31
earnings per share (EPS), 17-4–17-6
equity, 15-33
equity-settled CSOP for private entities, 16-40
error correction on comparative financial 

statements, 21-39–21-40
financial guarantees, 13-42–13-43
hybrid/compound instruments, 16-22–16-27
income taxes, 18-39–18-42, 18-48, 18-53, 

18-56
leases, 20-35–20-36
long-term debt, 14-30
own equity instruments, 16-39
pension plan, 19-31
purchase commitments, 16-38
retained earnings, 15-26
retrospective application, 21-14–21-15, 21-29
shareholders’ equity, 15-24–15-26
statement of cash flows, 22-34–22-35, 22-40
upside-down presentation, 13-41

price
exercise price, 16-11–16-12
other price risk, 16-6
reacquisition price, 14-22
selling price of the asset, 20-46
strike price, 16-11

price earnings ratio, 15-29, 23-34
price index, 20-18
price risk, 16-5
primary financial instruments, 16-4
primary forms of business organization, 15-3
primary sources of GAAP, 21-4–21-5, 21-6
principal amount, 14-11
principal-at-risk variable-rate notes, 14-5
printed coupons, 13-31
prior period errors, 21-4, 21-9–21-10
private companies, 15-4, 16-37
private entity GAAP. See Accounting Standards 

for Private Enterprises (ASPE)
private placement, 14-4, 15-9
private sector corporation, 15-3–15-4
probable, 13-37, 18-32
producers, as derivative users, 16-7
product guarantees, 13-26–13-30

see also warranty
professional judgement, 15-23
profit margin on sales, 23-33
profit-sharing, 13-22
profitability, 15-28
profitability ratios, 23-33–23-34
profits, 18-6
projected benefit method pro-rated on services, 

19-12
projected unit credit method, 19-12
property, notes issued for, 14-20–14-21
property dividend, 15-19
property rights approach, 20-10

see also right-of-use approach
proportional method, 16-27
proprietorship, 15-3
prospective application, 21-10, 21-21–21-24
provincial sales tax, 13-14, 13-15
provisions, 13-4, 13-7, 13-48, 13-49
proxies, 23-4

pension plan (continued)
current service cost, 19-8, 19-19, 19-38–19-40
defined benefit obligation, 19-12,  

19-39–19-40
defined benefit plan. See defined benefit plan
defined contribution plan, 19-8–19-9, 19-36
disclosure, 19-31–19-35, 19-37
funded, 19-7
IFRS-ASPE comparison, 19-36–19-37
illustration of pension accounting,  

19-20–19-28
importance, from business perspective,  

19-4–19-7
measurement, 19-37
net interest, 19-16n
non-contributory plans, 19-7
one-person plan, example, 19-38–19-40
overview, 19-4–19-7
past service costs, 19-9, 19-20n, 19-40
pension accounting, 19-6
pension work sheet, 19-20–19-28
presentation, 19-31
types of pension plans, 19-8–19-11
vesting, 19-9

percentage-of-completion method, 18-8
performance obligations, 20-55
performance-type plans, 16-32, 16-56–16-57
periodicity assumption, 23-24
permanent differences, 18-7–18-10
perpetual bonds or notes, 14-5
plain vanilla debt, 16-22
plan assets, 19-12, 19-16–19-18
political costs, 21-25
post-employment benefit plans, 19-28–19-30, 

19-36–19-37
see also pension plan

potential common/ordinary share, 17-8
predictive analytics, 13-27
preferred creditors, 23-28
preferred dividends in arrears, 13-13
preferred shares, 15-7, 15-10, 15-31–15-32

callable/redeemable shares, 15-8
as component of shareholders’ equity, 15-24
convertible shares, 15-8
cumulative shares, 15-8–15-9
dividends payable on term preferred shares, 

22-30
features of, 15-7–15-8
participating shares, 15-8
percentage of issue price, 15-6
redeemable shares, 15-8
retractable shares, 15-8
term preferred shares, 22-30, 22-47

premium, 13-31–13-33, 14-11–14-17
prepaid expenses

analysis of, using work sheet, 22-46
direct and indirect method, 22-28
indirect method, 22-19

present value
of annuity due of 1, AP-5
of one, AP-2
of ordinary annuity of 1, AP-4
pension plan benefits, 19-13, 19-13n
of a single sum, AP-2
tables, AP-2, AP-4, AP-5

presentation
accounting changes, 21-29
accumulated other comprehensive income, 

15-26
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services, notes issued for, 14-20–14-21
settlement date, 16-48
settlement of debt, 14-23–14-26
settlement rate, 19-15
share appreciation rights plans (SARs), 16-32, 

16-54–16-56
share-based compensation, 16-31–16-38

additional complications, 16-53–16-56
cash-settled plans, 16-40
combination plans, 16-56
compensatory stock option plans (CSOPs), 

16-33–16-34, 16-37, 16-39, 16-40
direct awards of stock, 16-32, 16-37
disclosure, 16-37–16-38
employee stock option or purchase plans 

(ESOPs), 16-32–16-33
measurement, 16-34–16-38
performance-type plans, 16-32, 16-56–16-57
recognition, 16-34–16-38
share appreciation rights plans (SARs),  

16-32, 16-54–16-56
stock options, 16-32–16-34
tandem plans, 16-56
transparency, 16-32
types of plans, 16-32–16-34

share capital contracts, 15-11
share capital system, 15-4
share issuance, 14-8, 15-12–15-15

authorized shares, 15-12
basic share issue, 15-13
costs of issuing shares, 15-15
defaulted subscription accounts, 15-14–15-15
issued but unpaid-for shares, 15-13
offered for sale, 15-12
partial payment, 15-13
procedure, 15-12
shares issued with other securities  

(lump-sum sales), 15-15
subscribed shares, 15-13

shareholders, and limited liability, 15-10
shareholders’ equity, 15-18, 15-24–15-26
shareholders’ equity, transactions affecting, 

15-26
shares

basic or inherent rights, 15-6
classes, 15-6
common shares. See common shares
contingently issuable shares, 17-8, 17-13, 

17-22
conversion of shares, 15-16–15-18
issuance of shares, 15-12–15-15
par value shares, 15-10, 15-34
pre-emptive right, 15-6
preferred shares, 15-7–15-10, 15-24, 15-34
reacquisition of shares, 15-16–15-18
redeemable shares, 16-26
retirement of shares, 15-16–15-18
subscribed shares, 15-13
treasury shares, 15-16, 15-34–15-35
types of shares, 15-6–15-10
weighted average common/ordinary shares, 

17-10–17-13
short-term compensated absences, 13-19–13-21
short-term debt, 13-12–13-13, 13-41

see also bank indebtedness
short-term leases, 20-32–20-34
short-term liabilities, 13-12
short-term obligations expected to be 

refinanced, 13-12–13-13

reversible differences, 18-7–18-10, 18-12
revolving debt, 13-8
right-of-use approach, 20-10, 20-11
right-of-use asset, 20-17–20-26
right-of-use leases, 20-36
risk

credit risk, 16-5, 16-6, 16-15–16-16
currency risk, 16-6, 16-15, 16-43
exchange rate risk, 16-41
financial risks, 16-5–16-6
foreign currency risk, 16-43, 16-47
hedging, 16-6
interest rate risk, 16-6, 16-41
liquidity risk, 16-5, 16-6, 16-15–16-16,  

16-41
market risk, 16-5–16-7, 16-13, 16-17
other price risk, 16-6
and rewards, 16-6
solvency risk, 14-31

risk-free interest rate, 16-13n
risk management, 16-5–16-9
risk profile, 14-4
ROA. See rate of return on assets (ROA)
Rogers Communication, 23-10

segment reporting, 23-10
royalties payable, 13-13–13-14

S
sabbaticals, 19-30n
salaries, 22-20
sale-leaseback, 20-53, 20-54–20-8
sales tax, 13-14
sales-type lease, 20-41, 20-46, 20-49–20-50
SARs. See share appreciation rights plans 

(SARs)
seasonality, and interim reporting, 23-18
secured creditors, 23-28
secured debt, 14-5
securitization, 14-29
securitization of receivables, 22-38
segmented (disaggregated) financial 

information, 23-8
see also segmented reporting

segmented reporting, 23-8–23-14, 23-39
basic principles, 23-11–23-12
general information, 23-14
geographic areas, 23-14
major customers, 23-14
measurement principles, 23-13–23-14
objectives of, 23-11
operating segments, identification of,  

23-12–23-13
products and services, 23-14
reconciliations, 23-14
related information, 23-14
reportable segment, 23-12
segment assets and liabilities, 23-14
segment profit and loss, 23-14
segment revenues, 23-14
segmented and enterprise-wide disclosures, 

23-14
selective disclosure, 23-5
selling price of the asset, 20-46
sensitivity analysis, 22-38
separate legal entity, 15-3
serial bonds or notes, 14-5
service period, 16-35
service-type warranty, 13-27–13-28,  

13-29–13-30

dividends, 15-18–15-23
equity, accounting for, 15-32
hedge accounting, 16-40
hybrid/compound instruments with 

contingent settlement provisions, 16-39
immediate recognition approach, 19-19n
income taxes, 18-48
long-term debt, 14-22–14-29
non-financial liabilities, 13-6
refunding, 14-23
registered bonds, 14-5
share-based compensation, 16-34–16-38
shares, 15-12–15-18

redeemable shares, 15-8, 16-24, 16-26, 16-24, 
16-26

redemption, 15-7
refunding, 14-23
registered bonds, 14-5
REITs. See real estate income or investment 

trusts (REITs)
related-party transactions, 23-19–23-23, 23-39
relative fair value method, 15-15
remoteness, 13-37
rents payable, 13-13–13-14
reportable segment, 23-12
reported profit (loss) test, 23-13
residual value, 20-8, 20-17, 20-18, 20-26–20-32, 

20-47–20-51
residual value method, 15-15, 16-27, 16-30
restoration obligations, 13-22–13-26
restricted security disclosures, 23-4
restrictive covenants, 14-4
retained earnings, 15-24, 15-26, 22-16, 22-21, 

22-31, 22-48
retirement

of convertible debt, 16-31
of shares, 15-16–15-18

retractable shares, 15-8
retrospective application, 21-10, 21-12–21-15, 

21-24
see also retrospective application
accounting entry to recognize the change, 

21-13
financial statement presentation,  

21-14–21-15 
with full restatement of comparative 

information, 21-12–21-15
full retrospective application, 21-12–21-14, 

21-24
impracticability, 21-15
partial retrospective application, 21-15, 21-24
presentation, 21-29
retrospective restatement, 21-16–21-21

retrospective restatement, 21-16–21-21
affecting multiple prior periods, 21-18–21-21
affecting one prior period, 21-16–21-18

return on plan assets, 19-17
returnable cash deposits, 13-14
revaluation adjustment, 15-36
revenue approach, 13-27, 13-30, 13-32–13-33
revenue bonds, 14-5
revenue recognition

unearned revenue, 13-33–13-34
revenue test, 23-13
revenues

non-taxable revenue, 18-9
taxation of, 18-8–18-9

reverse splits, 17-11–17-12
reverse treasury stock method, 17-21–17-22
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treasury stock method, 17-19–17-21
trend analysis, 23-32, 23-36
triggering event, 14-5
troubled debt restructuring, 14-23–14-28
trust funds, 15-4

U
uncertain commitments, 13-36–13-39, 13-48, 

13-49
unconditional obligation, 13-19
underfunded, 19-18
underlying, 16-4, 16-11
unearned revenues, 13-33–13-34
unguaranteed residual value, 20-17, 20-26,  

20-29–20-31, 20-48, 20-50
unincorporated businesses, 23-26–23-27, 23-39
Universal Product Code (UPC), 13-31
unmodified opinion, 23-30
unrealized holding gains or losses, 18-8
unsecured creditors, 23-28
unsecured debt, 14-5
untimely disclosure, 23-5
UPC. See Universal Product Code (UPC)
upside-down presentation, 13-41
usefulness, 21-3

V
vacation pay, 13-19
valuation allowance, 18-36–18-37, 19-28
value-added tax, 13-14
variable interest entity (VIE), 14-29
vertical analysis, 23-35–23-36
vest, 16-35
vested benefit method, 19-12
vested benefit obligation, 19-12
vested benefits, 19-12
vested rights, 13-19
vesting, 19-9
vesting period, 16-35
VIE. See variable interest entity (VIE)
voluntary change, 21-5

W
WACS. See weighted average number of shares 

outstanding (WACS)
wages payable, 22-20
warrants, 16-11–16-15, 16-30, 17-17–17-22
warranty, 13-1, 13-4, 13-26–13-30
warranty costs, 18-17, 18-19
warranty liability entries, 13-28–13-29
weather, and bonds, 14-5
weighted average common/ordinary shares, 

17-10–17-13
weighted average number of shares 

outstanding (WACS), 17-10–17-12
what if” calculation, 17-4
work sheet

analysis of transactions, 22-43–22-49
completion of, 22-48
direct method, 22-48
preparation of, 22-42–22-43
statement of cash flows, 22-41–22-49

working capital ratio, 13-44
written options, 16-12, 17-18, 17-19

Z
zero-interest-bearing note issued,  

13-10–13-11
zero-interest debentures, bonds, or notes, 14-5
zero-profit method, 18-8

strike price, 16-11
subordination, 15-7
subscribed shares, 15-13
subscriptions receivable, 15-13
subsequent events, 23-23–23-26, 23-39
subsidiary, 20-39
substance versus form, 20-10
substantively enacted rate, 18-27
surplus or deficit (pensions), 19-10n,  

19-16–19-18
sustainability reporting

accounting changes, 21-26–21-28
canola, 16-8
change in estimate, 21-8–21-9
environmental, social, and governance (ESG) 

reporting, 23-7
green bonds, 14-1

sustainable cash flow, 17-6
swap contract, 16-48–16-49

T
tandem plans, 16-56
tax base, 18-12–18-14
tax base of asset, 18-12
tax base of liability, 18-13
tax basis, 18-12
tax income account, 18-16
tax loss, 18-29–18-37
tax rate considerations, 18-25–18-29
taxable income, 13-16–13-17, 18-6–18-11,  

18-50–18-55
taxable profit, 18-6
taxable temporary difference, 18-14–18-15, 18-27
taxation

Goods and Services Tax (GST), 13-14–13-16
Harmonized Sales Tax (HST), 13-14
payroll taxes, 23-16
sales tax, 13-14
taxation policy, after COVID-19, 18-1
taxes payable, 13-14–13-17
value-added tax, 13-14

taxation policy, 18-1
taxes payable, 13-14–13-17, 18-51, 18-55, 22-30

Goods and Services Tax (GST), 13-14–13-16
income tax, 13-16–13-17
indirect method, 22-20
sales tax, 13-14

taxes payable method, 18-12, 18-42
temporary difference, 18-9, 18-14
temporary difference approach, 18-12, 18-21, 

18-47, 18-49–18-53
term bonds or notes, 14-5
text analytics, 18-47
time value, 16-13, 16-58
time value of money tables, AP-1–AP-5
times interest earned ratio, 14-31, 23-34
timing differences, 18-9
token, 15-1
trade accounts payable, 13-9
trade notes payable, 13-9
trade payables, 13-45
trading on the equity, 15-28
traditional financial institutions, 20-39
transactions, affecting shareholders’ equity, 

15-26
transfer of ownership test, 20-16
transfer value, 15-7
transitional provisions, 21-11
treasury shares, 15-16, 15-34–15-35

sick pay, 13-20
significant non-cash transactions, 22-8
simple capital structure, 17-8
simple financing instruments, 16-21–16-22
sinking fund, 14-3
site restoration obligation, 13-23–13-26
smoothing earnings, 21-25
sole proprietorship, 15-3
solvency, 14-21, 14-31, 15-28, 22-4
solvency ratios, 23-33
solvency risk, 14-31
SPE. See special purpose entity (SPE)
special purpose entity (SPE), 14-29, 15-4
speculating, 16-6n
speculators, 16-9
stand-ready obligations, 13-27
stated rate, 14-11
statement of cash flows, 22-4

analytics, 22-36–22-40
ASPE, 22-17–22-22
classification of cash flows, 22-6–22-9
direct method, 22-10–22-11, 22-13–22-16, 

22-18, 22-22–22-33, 22-48
disclosure, 22-33–22-34, 22-41
financing activities, 22-7, 22-21, 22-37–22-38
format, 22-9–22-11
IFRS-ASPE comparison, 22-40–22-41
importance, 22-3–22-6
indirect method, 22-10–22-11, 22-16–22-22
interpretation, 22-36–22-38
investing activities, 22-6–22-7, 22-20, 22-37
manual steps, 22-11–22-13
operating activities, 22-6, 22-7, 22-37
preparation of, 22-11–22-13
presentation, 22-34–22-35, 22-40
purpose, 22-3–22-6
and retrospective application, 21-14
sensitivity analysis, 22-38
uses, 22-3–22-6
work sheet, 22-41–22-49

statement of changes in equity, 21-14–21-15, 
22-24

see also statement of retained earnings
statement of comprehensive income. See 

statement of income/comprehensive 
income

statement of financial position
call option, 16-14
comparative, 22-12, 22-22–22-23
errors, 21-31–21-36
leases, 20-35
net defined benefit assets and liabilities, 19-31
opening SFP, 21-7, 21-21
and statement of profit or loss/income 

statement errors, 21-31–21-36
statement of income/comprehensive income, 

22-23
see also income statement
dividend payments, 22-8n
statement of cash flows, preparation of, 22-12

statement of profit or loss/income statement 
errors, 21-31

stock dividend, 15-19–15-21, 15-23,  
17-11–17-12

stock exchanges, 15-6
stock markets, 15-4n
stock options, 16-32–16-34
stock splits, 15-22–15-23, 17-11–17-12
straight-line method, 14-12–14-14
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