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Ordinary Revenue |1. Maintains normal operating condition

repairs and 2. Does not increase productivity
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-
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Additions Capital Increases productivity
May extend useful life
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If Cash > BV, record a gain (credit).

If Cash < BV, record a loss (debit). [P EIRRERTIE EITERFEIrs
If Cash = BV, no gain or loss.

ASSET IHPRAIRMENT
(F et BoOK UME > efmIed Fumu® G Naow — wapauced

oSS ofF 2 Sk porTwon Ok “w%ocx“g § Q,‘Bw\w

O\ Rk SENX , \ 2K ofF Q&
IMpARMONT (085 = (T ook LAWK - FaR LAtk

2QuaPTRAT WM Uk KRR
LR X

NATURAL RESOURCES

¢ coxunol 2ALOURLS o con (expenyt o o)

UxTROXSd AR wo\d

— OSIAEWMIONRE  deploxwon

t coxuro) RRLOWRRS o8 PLOTIEY  covg (u\moma—- cnewolm.td)
exTracked anR Keer
10 100 (TORY, * Q. con loxed deploxwon
Acquisition and Residual
Ut deg\eilion eolk. = Development Cost i Value
Estimated Recoverable Units
”»
ToTod dRE\OXAON oSBT = UMT dRE\loXIoN ROXE K & UAITS QUTROXRA i period
Cost of
¥ goods sold
Total Inventory kel
dapl_et_l_o_n for sale
cost Unsold
Inventory
Sk UluE = [LQURRTIN & Q\Q\)Q,"Logme(\'\’ - TT7T AL

O
)

0 OF LT @ =< TR QA , AT
A OF ULONT & SO\

© Proprieta riservata dell'autore - Digitalizzazione e distribuzione a cura del CENTRO APPUNTI - Corso Luigi Einaudi, 55/B - Torino / Pagina 15 di 82




© Proprieta riservata dell'autore - Digitalizzazione e distribuzione a cura del CENTRO APPUNTI - Corso Luigi Einaudi, 55/B - Torino / Pagina 17 di 82

Account Also
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—==" y -
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Accounts S Ay, o : e
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Liabilities | Expenses have been incurred, but will not be
paid until the subseguent period.
Deferred | Uneamed Ob.llgatlor}s arising when cash is
received prior to the related revenue
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der. tax Wb KIOme. TR

EROMR. TAX eX .
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In 2009, Baxter reports $300,000 of pretax income. Included in this
amount is $100,000 resulting from revenue earned from an
installment sale for which no cash was collected. The revenue will be
taxed as the cash is collected in 2010 and 2011. Baxter expects to
collect $70,000 in 2010 and the remaining $30,000 in 2011. In 2010 and
2011, Baxter reports $200,000 of pretax income. The company is
subject to a 32% tax rate.

Taxd agoued uhen

LAY CARKRD

There are no other temporary differences.

Temporary Difference
Orlginates Reverses

| 2009 2010 2011 Total
|Accounting Income ' | $ 300,000 | $ 200,000 | § 200,000 | $ 700,000
Instaliment sale

Income on the

Income statement (100,000) (100,000)
Instaliment sale '

Income on the

tax return 70,000 30,000 100,000
Taxable income $ 200,000 | $ 270,000 | § 230,000 | $ 700,000
2009 def. Tax LWals = 400000 % 0,3 & MOCO

WOME. TAX PAYE WO000 X 0,31 s 6LO0O

det. tax Labe OUe TAX AR O TAX eXP.
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2OV det. Tax Wabs 30000 X O,N £ LOO

WOMR TAX PaY® 20000 X O, B * Ve
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Secured with the pledge of a specific asset.
Debenture bonds
Not secured with the pledge of a specific asset.
May be retired and repaid (called)at any time prior to the
Em?tyﬂ"i-ﬁY:?dEFB the Q%Eiﬂﬂ"éﬁ the issuer.
It hapﬁens when the 'ig'gjj'feftj.‘js‘p_a{ihg a too high coupon rate’
“than t| )

1e current market interest

They may be(reissued at a lower interest

Called protection covenant: states the period in which the
bond cannot be called

The principal is payable in full at a single specific date in the

£

future

yayable in installments on a series

May be éxchanged for other securities of the issuer
(usually shares of common stock) at the option of the
bondholder.
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The amortization of the
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(HAPTER A2
” A company mayinvestinitien

securities of another company to:
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‘Passive stock investments:
«[TRADING SECURITIES: |securities held primarily for
resale  for short-term profits) waeer awers
the investment asset account is reflected at fair value
the: r:hanges in value are recorded under GEEk
([NCOMEl (inoms. wamnew) —» " mmwdqpm/m,w&ld’w -
@ECURITIES AVAILABLE FOR SALE: [iot held primarily
forrésale e /oon wrmew aukts
the investment asset account is reflected at fair value

‘the changes in value go into .
Unrealized Gainl/Loss- part|‘Oth:
Income.’
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—| eQUITY METHOD

+With the the accounting for an investment

is setto track the "equity” of the investee:

« Thatis, when the investee makes money (and experiences a Investee

corresponding increase in equity), the investor will similarly record
its share of that profit (and vice-versa for a loss).

«The investmentisiriitially recorded at cost
oumﬁlmihb!ﬁlng‘gal‘ris*)anmbmwinﬂ recognized

Effects on the Investment account of
the investor

Dividend payments | Reduction in the invesiment account.

Inerease in cash when it receives its
share of dividends.

Pusmve net Increase in the investment account by
Jdnvestment'carrying amount'is’adjustedifor dividends income proportionate share
recelvedianda percentageshare ofithelinvestee's’income’ |ne: Loss Decrease in the investment account by
«On the balance sheet classified as Iong -term investments proportionate share
“Investments in associated Companies”
lnal OE +
0RYT \OLOMme. /-
drhadend

ACSTION wRwrnest w Asaoe. Co. Ladn

KXY | | KKK
»
SOy DWCEMDS WRERST 1 Atoe. Co. casn
: |
HRORTRCORIK (IO KX XXX

(U aEnda wa o
ho nueSTTo Pag |
dividendh)

Dividends are not revenue under the equity method. They
are treated as a reduction of the investment account.
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Cash
Flows
fr
Cashipatdifors
«| PUrchase of goods for resale’
andwm ele::riur.y, Actlvities

. ﬁlﬁﬂiﬁiﬁﬂ wages
o | Income taxes:
. dnnmummuahii

N ou
Caspi:j paid \'c::;1l — Cash paid for:
(PiIFEhaSE Of raperty,| “of principaltor
‘equipment: br’eﬂi (excluding interest,
Plrehase of investmentsidn’ which is an operating activity)
sectrities (ReplitEasing stock from owners
i S D VIBEHEEE ENHERS)

Colinage O & WKKT-
2000 \(\\)‘L‘SY(‘N’_N

s 0CRAE (k. + ORT WXC.

PA-CEN (RS — o< 2K
W AAR \Q T, &FC
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“Cash pald for iqxea
] cash flow from operatlng a vltlu
fiow from investing activities: _
sh paid to purchase equipment
Net cash flow from investing adﬂvltl-s
Cash flow from financing activities:

$ (Te2m)]

% a O
Cash recelved from bank loan $ 1,400 5 P
Cash paid for dividends (1,000)|

Net cash flow from financing acﬁvltlaa
Net decrease in cash during the f
Cash at beginning of the year
Cash at end of the year

| Reports the cash |
effects

'l o_par::l _t:’

Note that no matter which format Is used, the same
amount of net cash flows from operating activities is
generated,
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PRE-PAID EXPENSES= paid before they are
R RN, recognized as expenses

@ Cath tor pnk-pavd @vwp PRE-PAID EXPENSES ASSET ACCOUNT Is created
Cash paid for pre-paid expenses=EXPENSES - _ <
DECREASE IN PRE-PAID EXPENSE de’(’fe—é&
4 1O

Cash pald for pre-paid expenses=EXPENSES +

INCREASE IN PRE-PAID EXPENSE

The indirect method adjusts net income by eliminating
noncash items, :

mm—

INDARROET RETHOD

assets and current

+/- Changes In current ’

Habiiitles. =  Cash Flows
Net | from Operating
STACTH WHTH ALIRAL X wwoe | [ncome Activities:
Indirect
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+ Losses and - + Noncash
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T depreciation and
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Y
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L o T ——— =
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InterestyDividend investment
Revenue Increase INTEREST/DIVIDEND Cellecten of
RECEIVABLE interest/dividends on
mvestment
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faxes
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