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material impact on the general discussion. As a result, the strategies suggested may not be suitable for
every individual. Before taking any action, all references and citations should be checked and updated
accordingly.

This publication is designed to provide accurate and authoritative information in regard to the subject
matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal,
accounting, or other professional service. If legal advice or other expert advice is required, the services of
a competent professional person should be sought.
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Course Description

This course addresses income statement accounting and reporting. It discusses a variety of accounting
issues surrounding income statement items and related information; the format of the income
statement, major income statement categories, extraordinary and nonrecurring items, discontinued
operations, research and development costs, deferred compensation arrangements, share-based
payment, compensation expense arising under a stock option plan, insurance costs, and earnings per
share (EPS) calculation.

Field of Study Accounting
Level of Knowledge Basic to Intermediate
Prerequisite Basic Accounting

Advanced Preparation None




Table of Contents

The Income Statement: Accounting and REPOITING .....cceccuieiiiiiiiieeeiiiee et e e e e esrre e e e saaeeeean 1
(T a1 o= @ T[Tt 4 V=TS SRR 1
Revenue, EXpenses, Gains, aNd LOSSES ....ccccuiiiiiiiiiie e cetee ettt e eette e e ette e e e evae e e e rabae e e e abae e e eenraeeeenseeas 1

REVENUES ...ttt et a e e s b e e e s e e e s b e e e s e e s rae s 2
Sales With BUYDACK AGIrEEMENTS ....cccviiiiiciiie ettt e e et e e e et e e e s ebte e e e ebteeeeebaeeeeestaeeesanes 2
Sales When Right Of RETUIN EXISTS .....vviiiiiiiieeiciiiee ettt e e et e e e ette e e e ebae e e s ebtaeeesbaneessseneessnnes 3
Lo = 1Y =N 3
GAINS QNG LOSSES ..ottt ettt ettt b e bt e s bt sat e et e et e e bt e s bt e saeesatesabe e bt e be e beenbeesbeeeneeentean 4
Income StatemMeENt FOIMALS ...ccoiiiiiiie e e 4
NONIECUITING GAINS OF LOSSES ..eveviriiiiiiiiireeeieteerteeeeeeeereeteeeeeteteeeeeteeeeeeetereereeeeteeereeerereeeeeeretereerreeereeren 7
Research and DEVElOPMENT COSES ...iiiiuiiiiiiciieieiciiee e e cctiee e eectte e e eette e e e eteeeeeebteeeeebeeeeeestaeessssaeesessesassnes 10
Share-Based PAYMENT ........coiiiiiiii ettt e e e e tte e e et e e e e et e e e e e tbaeeeeasbaeeeanstaeeeanbeeesennsaeesansenas 13
Models Used to Value Employee Share OPtioNs ........cccveieeiiieeiceiiiie ettt e e vee e e e 15
The Black-Scholes Option-Pricing MOdEl .........coouiiiiiiiiiiiecee et bee e 15
Lattice-Based IMOTEIS.........oouiiiieieeieeee ettt 18
Deferred Compensation ArTangemMENTS......c.uiii i iieeiciee et ee et e e estre e e e esare e e e sbee e e e sbteeeesbeaeesssreeessnnes 34
Yo LYY 1Y [T~ 6 1) 4P UPR 35
SAlES INCENTIVES ....eeniieiieiee ettt sttt et e bt e bt e st e st e et e e bt e b e e s beesmeesateeaneereesneesanenas 35
INSUFANCE COSES ..uiiiiiiiiiiiiiiiii i b e e s b e e e s sbb s e e s sbbs e e s sanes 36
LITE INSUTANCE ...ttt st st ettt b e s bt e sae e st e et e et e e bt e sseesmnesanesaneeareenes 36
CaSUAILY INSUMANCE ...vviii ittt e et e e e et e e e e e bt e e e e e bteeeseabeeeesenbteeaesnsteeessseneansnses 37
BUSINESS INTEITUPTION INSUFANCE ...uvuiiiiiiiiiiiiiiiiiiiititi e sasessasssssssssasssnnes 40
T AU ot {0 [T = @1 o =Y - YU UUPOE 40

Costs Associated With Exit or Disposal ACIVITIES ....uveeeiiiieee e 41




Website DeVEIOPMENT COSES... ...ttt e e e e e e e e e e et r e e e e e e e e e s assteaeeeeeessessnsreeaeeas 42

Income Statement Presentation Starting with Income from Continuing Operations........cccccevvcvveeennanee 42
Review QUESTIONS - SECLION L...cci ittt e s e e s e e s e e e e e saneees 44
Discontinued Operations and Related Disposal of Long-Lived Asset Considerations ........c..ccccecveeenanes 46
Exceptions to the One-Year Requirement That Must Exist for Held-for-Sale Classification .............. 47
Other Held-for-Sale Considerations.........c.eeeeeiiiienieeniie ettt et e s e e 48
Held-for-Sale Measurement CONSIAEratioNns ........coceieiiieiiiiiiieenie ettt 48
Changing the DECISION 10 SEIl......cii i e e s e e s s bte e e s sbeee e s sreaeeesanes 50
(D1 TYole] N dT o [UT=Te [ @] 1=T - 4 o F- 3PP 50
Classification as a Discontinued OPeration..........cocciieiiicieee it e e e e e svaee e e eaees 50
Reporting the Gain or Loss from Operations of the Discontinued Component ...........ccceccvvveveeeeennn. 52

Reporting and Disclosure—Long-Lived Asset or Disposal Group That Has Been Sold or Is Classified

oYY | =T OO TP PP P PP URO PPN 54
EXtraordinary Gains @Nd LOSSES .....ceeiccuieieiiiiieeeieiiieeeeeitteeeeeitteeeeetteeeeeteeeesessseeesaseseesassasesssssneessnssesessnnes 54
T a1 o= d =T ] o F= Y ISP 56

S Y ol =T g e g VoA o ToL A o= | USRS 56

Diluted Earnings PEI SNAIE.......ciiiceiie ettt e et e e e tee e e e etae e e e e abee e e eeabeeeeenabaeeeeeaseeeeenasenas 60

ANLIAITULIVE SECUITIES ..veeeiieii ettt ettt b e bt e st e st e et e e beesbeesbeesaeeeas 63

Share-Based Payment TranSaCtiONS. .......cccuiiiieiiiiececieee et eeee e e erte e e e eeate e e e esaae e e e araeeeesnsaeeesnanseeanan 64

Earnings per Share and Specialized Disclosures on the Income Statement.........ccccceeecieeeeccieee e, 64

BUSINESS COMBINATIONS ...ttt ettt ettt et e bt e bt e sae e satesabeeabeebeeaes 64

DISCIOSUIES ...ttt ettt ettt ettt e sttt et e s bt e sa e s bt e e bee e sabeeeameeesabeeeaneeesabeeeaneeesnseesaneeesarenennnes 65

Review QUESTIONS — SECLION 2. e s e s e s e 66
COMPIENENSIVE INCOME .ottt e e e e e e e e st e e e e e e e s s e abttaeeeeeesesannsssaeeeeeeseaansseaneeaaseanns 69
Disclosures Associated With OPerations..........c..uvviiiiii e e e e e e e e e e nnenes 73

Personal FINaNCial StatemMENTS.......oooiiieei e e e e e e e e e et s e e e e eesaaba e eeseressbaaaeaaes 73




L€ Lo Y- o PSPPSRt 80
T Te =) T T TP PO P PO PRTOUSROPR 83
Yo7 o T=] oY [ SPPR 84
ANNUAL REPOIt REFEIENCES ..eeiiiiiiie ittt ettt et e e s st ee e e et ee e e s sabee e e ssabeeeesnnbeeeeenaseeas 84
UNITE STATES SEEEI ... ettt ettt e e st e st e s e e s b e e sateesabeesbeeesareeenees 84

Y Tol g 0T} i TSR PUPTOP PP 88

Yo o LU Y001 o T=T =] PRSP 88
LY7ol I o R e =T o F=Ya oY o - PRSP 90
[T Lo 7= SRR 91
GOOdYEar TiIr€ @Nd RUDDET ... et e et e e e s bee e e s s baeeeesbteeeesneaeeesanes 94
TeXAS INSTFUMIEBNES ..ot et e e s e e s s b e e s s nneees 96
20 7] 1 = 98
REVIEW QUESTION ANSWELS ....eiiiiiiiiiiiitie ettt ettt st et e e s s e e s s e e e s s esbe e e s s bee e s sanreeesenreeas 103

Per the publisher's request, the tull file IS available after purchase.



mariolisa
Typewritten Text
Per the publisher's request, the full file is available after purchase.




