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INTRODUCING: THE DIGITAL TOOL
A Digital Tool. Why?

The professional role of accountants is changing. Advances in technology have rele-
gated the mechanical aspects of accounting to the computer. The “new accountants”
are concerned about the implications of these numbers. What do they actually mean
and what are their effects on the decision-making process, both from a company and
individual investor perspective? To address this issue, the Tenth Edition of INTER-
MEDIATE ACCOUNTING features a new Digital Tool that develops the financial analy-
sis and reporting skills students need for the new roles they will play in the workforce.

What Is I?

The DIGITAL TOOL is an electronic gateway, either through the CD-ROM or the In-
ternet, to a comprehensive set of materials that uniquely prepares students to enter the
profession as communicators, consultants, and decision-makers. It is comprised of three
main components: Analyst’s Toolkit, Professional Toolkit, and Student Helper Toolkit.

Contents of the Digital Tool

1 The Analyst’s Toolkit
A Financial Statement Analysis primer that provides the theoretical background
students need to develop skills

* An annual report database of more than 30 real companies where students can

develop their financial analysis and reporting skills

Company Web links with industry codes

Pre-formatted Excel worksheets for performing ratio analysis

Spreadsheet Tools (present value templates)

Additional Web links

Assignment material

2. The Professional Toolkit
® Accountant’s Writing Handbook that helps students effectively communicate
results
* Group activity model for instructors and students
* Expanded discussion of ethics
® Career and professional spotlights including salary information, a résumé
builder, and related Web links

3. Student Helper Toolkit
® 15 Web-based self-study questions for each chapter
* Expanded discussion of International Accounting

NWC Bookstore
Used Book

¢ Additional topics of interest and illustrations not covered in text $SEY %5

Checklist of key figures
PowerPoint slides for study and review for each chapter

Learning Styles Survey
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Preface

This edition of Intermediate Accounting represents an important milestone in the evolu-
tion of this textbook—the tenth edition of a text that has been a “Gateway to the Pro-
fession” for over a million students who have used its prior editions. As with the prior
editions, in planning this edition we conducted extensive market research, including
instructor focus groups, student focus groups, direct mail and electronic mail surveys,
and one-on-one discussions with practitioners to help us focus on how the text should
evolve into the next millennium.

Two themes emerged from this research. These themes confirmed development de-
cisions made in recent editions of Intermediate Accounting and suggested ways that we
could further enhance the usefulness of the text to students and instructors. The first
theme is the continuing rapid pace of information technology and, in particular, the
growth of the Internet. This continuing trend confirmed our decision to feature Intel
for the specimen financial statements in the ninth edition and to continue their use in
the tenth edition. Similar to Intermediate Accounting, Intel continues to lead its indus-
try—one characterized by rapid-fire change and increasing diversified needs. Further
support for this information technology trend is reflected in the introduction in this
edition of the Gateway to the Profession Digital Tool.

The Digital Tool is an electronic gateway, either via the Internet or CD-ROM, to a
comprehensive set of materials that supplement the already comprehensive coverage
of accounting topics in the textbook. Included are “professional tools” related to writ-
ten communication, working in groups, and ethics. A financial analyst’s toolkit con-
tains a comprehensive primer on financial statement analysis and a collection of over
30 real-company financial statements that students can access for financial statement
and other research. Also included are expanded discussions and illustrations for top-
ics such as international accounting and the accounting for securitizations, and addi-
tional real-company disclosures for topics introduced in the text. We believe the Gate-
way to the Profession Digital Tool will be an invaluable resource to students that will
help them get the most out of their Intermediate Accounting investment.

The second theme that emerged from our research is the continuing evolution of
the accounting profession and accounting education away from knowledge of ac-
counting facts to the development of skills in how to use accounting facts and proce-
dures in various business contexts. This trend is reflected in the recent framework in-
troduced by the AICPA that recommends a skilled-based as opposed to a fact-based
accounting curriculum and confirms the recommendations of the Accounting Educa-
tion Change Commission. Accountants must act as well as think, and we believe that
it is important for students to understand the how as well as the why of accounting,.
The content and focus of many of the elements of the Gateway to the Profession Digital
Tool (writing, working in teams, analyst’s toolkit) respond to this trend by providing
an expanded set of materials that can be used to extend and apply the concepts and
methods introduced within the text.

We continue to strive for a balanced discussion of conceptual and procedural pre-
sentation so that these elements are mutually reinforcing. In addition, discussions fo-
cus on explaining the rationale behind business transactions before addressing the ac-
counting and reporting for those transactions. As in prior editions, we have thoroughly
revised and updated the text to include all the latest developments in the accounting
profession and practice. Benefiting from the comments and recommendations of
adopters of the ninth edition, we have made significant revisions. Explanations have
been expanded where necessary; complicated discussions and illustrations have been
simplified; realism has been integrated to heighten interest and relevancy; and new
topics and coverage have been added to maintain currency. We have deleted some ninth
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edition coverage from the text. To provide the instructor with no loss in material cov-
erage and flexibility in use, discussions of less commonly used methods, more com-
plex, or specialized topics have been moved to the Digital Tool.

NEW FEATURES

Based on extensive reviews, focus groups, and interactions with other intermediate ac-
counting instructors and students, we have developed a number of new pedagogical
features and content changes designed both to help students learn more effectively and
to answer the changing needs of the course.

Digital Tool

.»,0“‘/‘?((‘:99 As mentioned above, a major new resource developed for this edition is the Gateway
,;\/‘/"'gr NE to the Profession Digital Tool. The Digital Tool is an electronic gateway, either via the In-
g/ b L g ternet or CD-ROM, to a comprehensive set of materials that supplement the aiready
f"’ & comprehensive coverage of accounting topics in the textbook. When the Digital Tool
e D icon (shown in the margin) appears in the textbook, the student is directed to expanded

materials as described below. Major elements of the Digital Tool are:

Analyst’s Toolkit
The Analyst’s Toolkit contains the following items.

Database of Real Companies. Over 20 annual reports of well-known companies, in-
cluding several international companies, are provided on the Digital Tool. These annual
reports can be used in a variety of ways. For example, they can be used as illustrations
of different presentations of financial information or for comparing note disclosures across
companies. In addition, these reports can be used to analyze a company’s financial con-
dition and compare its prospects with other companies in the same industry. Assignment
material provides some examples of different types of analysis that can be performed.

Company Web Links. Each of the companies in the database of real companies is iden-
tified by a Web address to facilitate the gathering of additional information, if desired.

Preformatted Excel Worksheets. Worksheets formatted in Excel are available for some
assignments on the Digital Tool. For example, students may be asked to compute key
ratios for a certain company (with a digital calculator provided), and to compare the
computed ratios against those of another company. The other company’s ratios are pro-
vided on a worksheet to expedite the analysis phase of the assignment.

Additional Enrichment Material. A chapter on Financial Statement Analysis is pro-
vided, with related assignment material. This chapter can also be used with the data-
base of annual reports of real companies.

Spreadsheet Tools. Present value templates are provided which can be used to solve
time value of money problems.

Additional Internet Links. A number of useful links related to financial analysis are
provided to expand expertise in this area.

Professional Toolkit

Consistent with expanding beyond technical accounting knowledge, the Gateway to the
Profession Digital Tool emphasizes certain skills necessary to become a successful ac-
countant and financial manager.

Writing Materials. A primer on professional communications is provided that will give
students a framework for writing professional materials. This primer discusses issues
such as the top ten writing problems, strategies for prewriting, how to do revisions,



and tips on clarity. This primer has been class tested and is effective in helping stu-
dents enhance their writing skills.

Group Work Materials. Recent evaluation of accounting education has identified the
need to develop more skills in group problem solving. The Digital Tool provides a sec-
ond primer dealing with the role that groups play in organizations. Information on
what makes a successful group, and how students can participate effectively in the
group, is included.

Ethics. Expanded materials on the role of ethics in the profession are part of the Dig-
ital Tool, including references to:

* Speeches and articles on ethics in accounting.

¢ Codes of ethics for major professional bodies.

* Examples and additional case studies on ethics.
Career Professional Spotlights. Every student should have a good understanding of
the profession that he or she is entering. Various vignettes in the Digital Tool indicate
the types of work that accountants do. These vignettes are interviews with professional
accountants, some well known and some only a few years out of college. Some of these
interviews are included in the book but are also included, along with others that are
not in the book, on the Digital Tool.

Other aspects of the spotlight on careers are also included. As part of the Gateway

to the Profession Digital Tool, the following information is provided to help students
make successful career choices:

¢ Salary information by region of the country.
e A résumé builder, to help students prepare a professional-looking résumé.

¢ Professional Web-links—important links to Web sites that can provide useful ca-
reer information.

Student Helper Toolkit

Expanded Discussions and Illustrations. This section provides additional topics that are
not covered in depth in the textbook. The Gateway to the Profession Digital Tool gives the
flexibility to discuss these topics of interest in more detail.

Additional topics are as follows (with appropriate chapter linkage identified):

Chapter 3

 Presentation of worksheet using the periodic method.
e Specialized journals and methods of processing accounting data.

Chapter 6
¢ Present-value based measurements.
Chapter 7

e Discussion of how a four-column bank reconciliation (often referred to as the proof
of cash) can be used for control purposes.

¢ Expanded example of transfers of receivables without recourse, with accounting
entries.

Chapter 11

e Discussion of lesser-used depreciation methods, such as the retirement and re-
placement methods.

Chapter 17
¢ Comprehensive earnings per share illustration.
Chapter 18

& Ilustration of accounting entries for transfers of investment securities.

Preface » Xi
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Chapter 20

¢ Discussion of the conceptual aspects of interperiod tax allocation, including the de-
ferred and net of tax methods.

¢ Discussion of accounting for intraperiod tax allocation, with examples.
Chapter 22

* Real estate leases and leveraged leases.
Chapter 24

¢ Discussion of the T-account method for preparing a statement of cash flows. A de-
tailed example is provided.

Chapter 25

¢ Discussion of accounting for changing prices both for general and specific price
level changes.

¢ In addition to these materials, illustrative disclosures of financial reporting prac-
tices are provided.

International Accounting. An expanded discussion of international accounting insti-
tutions, the evolution of international accounting standards, and a framework for un-
derstanding differences in accounting practice is provided. This discussion is designed
to complement the international reporting problems in the textbook.

Learning Style Survey. Research on left brain/right brain differences and also on learn-
ing and personality differences suggests that each person has preferred ways to receive
and communicate information. After completing this survey, students will be able to
pinpoint the study aids in the text that will help them learn the material based on their
particular learning styles.

In summary, the Gateway to the Profession Digital Tool is a comprehensive comple-
ment to the tenth edition of Intermediate Accounting, providing new materials as well
as a new way to communicate that material. The contents of the Digital Tool will be
accessible to students either on a CD-ROM or online at the Wiley Web site. In addition,
the following items are provided onthe Kieso web site (www.wiley.com/college /kieso)

Self-Study Multiple Choice Questions. For each chapter, 15 multiple-choice questions
are provided in the Digital Tool for review purposes. In addition to the correct answer,
reasons are provided as to why the answer is correct. These multiple-choice questions
can be used to assess the student’s understanding of the subject material covered in
the course and also as a quick review of the chapter.

Checklist of Key Figures. A checklist of key figures by chapter is included.

PowerPoint Presentations. A PowerPoint presentation by chapter is provided for
study and review purposes.

Calculator Solutions

Financial calculator solutions (marked with the icon shown here in the margin) are in-
cluded for certain time value of money problems throughout the textbook. These so-
lutions will help enhance student skills in using a financial calculator.

International Reporting Cases

We have extended the international coverage in the text by introducing a number of
international reporting cases that are based on real companies and designed to illus-
trate international accounting differences. These cases illustrate the importance of ad-
justing international financial statements to make them comparable across countries.
This emphasis reinforces the user orientation of the “Using Your Judgement” element.



ENHANCED FEATURES

We have continued and enhanced many of the features that were introduced in the
ninth edition of Intermediate Accounting, including:

Chapter-opening Vignettes

We have updated and introduced new chapter-opening vignettes to provide an even
better real-world context that helps motivate student interest in the chapter topic.

Using Your Judgment

The “Using Your Judgment” elements (Financial Reporting Problems, Financial State-
ment Analysis, Comparative Analysis, and Research Cases) at the end of each chapter
have been revised and updated. In addition, explicit writing and group assignments
have been integrated into the exercises, problems, and cases. Exercises, problems, and
cases that are especially suited for group or writing assignments are identified with
special icons, as shown here in the margins.

Real-World Emphasis

We believe that one of the goals of the intermediate accounting course is to orient stu-
dents to the application of accounting principles and techniques in practice. Accord-
ingly, we have continued our practice of using numerous examples from real corpora-
tions highlighted in red throughout the text. Illustrations and exhibits marked by the
icon shown here are excerpts from actual financial statements of existing firms. In ad-
dition, the 1998 annual report of Intel Corporation, is included in Appendix 5B, and
many real-company financial reports appear in the database on the Digital Tool.

Perspectives

We have retained the interviews with prominent accounting and business personali-
ties on relevant accounting topics. These interviews give a real-world emphasis that is
important for students in the intermediate accounting course who are considering
choosing accounting as a career. In the tenth edition, we have updated a number of in-
terviews from the ninth edition and added new interviews with accounting profes-
sionals as well as with young accountants who describe their transitions from school
into the business world in interviews entitled “From Classroom to Career.”

International Insights

International Insight paragraphs that describe or compare the accounting practices in
other countries are provided in the margin. We have continued this feature to help stu-
dents understand that other countires sometimes use different recognition and meas-
urement principles to report financial information.

Streamlined Presentation

We have continued our efforts to keep the topical coverage of Intermediate Accounting
in line with the way instructors are currently teaching the course. Accordingly, we have
moved some optional topics into appendices and have omitted altogether some topics
that formerly were covered in appendices, moving them to the Digital Tool. Details are
noted in the list of specific content changes below.

Currency and Accuracy

Accounting continually changes as its environment changes; an up-to-date book is
therefore a necessity. As in past editions, we have strived to make this edition the most
up-to-date and accurate text available.

Preface - xiii
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CONTENT CHANGES

The following list outlines the revisions and improvements made in chapters of the
tenth edition.

Chapter 1

* New vignette.
* Updated international discussion.

Chapter 2

* Increased emphasis on fair-value accounting.
¢ Increased emphasis on revenue recognition.
¢ Revised section on materiality.

Chapter 3
* Revised discussion of inventory methods with emphasis on the perpetual inven-
tory method.
» Simplified worksheet based on the perpetual method.
* Moved material on reversing entries to appendix.
¢ Discussion of subsidiary ledgers and special journals moved to the Digital Tool.
¢ Revised and simplified section on conversion from cash to accrual basis.

¢ The accounting equation has been inserted in the margin next to key journal en-
tries in this chapter. This new feature reinforces the students’ understanding of the
impact of an accounting transaction on the financial statements.

Chapter 4

* New discussion and infographic that simplify the discussion related to the advan-
tages and disadvantages of the income statement.

¢ New section on earnings management.

¢ Revised section on irregular items, emphasizing restructuring charges and report-
ing within the income statement.

Chapter 5

¢ New infographic that simplifies the discussion related to the advantages and dis-
advantages of the balance sheet.

¢ Moved discussion of subsequent events to the disclosure materials in Chapter 25.
* Introduced discussion of financial instruments.

Chapter 6

¢ New appendix on using a financial calculator called “Technology Tools for Time
Value Problems.” It illustrates how to use a financial calculator or computer spread-
sheet to solve time value of money problems.

¢ Introduced calculator solutions for selected problems.

Chapter 7

¢ New vignette on sale of loans by sub-prime lenders.

e Updated discussion on control of cash and electronic commerce.

¢ Introduced calculator solutions.

* Additional real-company disclosures of cash and receivables.

e New graphic on impact of credit cards on bad debts.

¢ New discussion of allowance for loan losses used for earnings management.



Preface

Chapter 8

¢ New infographic on items included in inventory.

* Introduced real companies to illustrate merchandising and manufacturing
inventories.

Chapter 9

¢ New opening vignette on inventory valuation.

Chapter 10

¢ New infographic on interest capitalization.
¢ Introduced real-company disclosure on interest capitalization.
¢ New infographic to summarize the accounting for exchanges.

Chapter 11

e New vignette on impairment, including discussion of international standards.
¢ New disclosure on impairments and property, plant, and equipment.

Chapter 12

» Revised discussion of characteristics of intangible assets.
» Expanded discussion of goodwill.
* New infographic on identifying research and development costs.

¢ Revised and updated discussion of start-up costs, advertising costs, and initial
operating losses.

¢ Updated disclosures related to intangibles and research and development costs.
» Appendix updated for software costs developed or obtained for internal use.

Chapter 13

e New vignette on unearned revenues.
* New illustration summarizing payroll liabilities.
¢ Updated disclosures of current liabilities.

Chapter 14

¢ New vignette on weather bonds.
Introduced calculator solutions.

Updated real-company disclosure on debt extinguishment.
Simplified discussion on the presentation and analysis of long-term debt.
Updated real-company disclosure of long-term debt.

Chapter 15

¢ Updated vignette.

* New discussion on use of dividends versus treasury stock purchases.
* Revised discussion of issue costs.

¢ Revised discussion of debt-like preferred stock.

Chapter 16

¢ Updated vignette on stock splits

e Updated disclosure of the statement of stockholders’ equity, including compre-
hensive income
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Chapter 17

* Streamlined discussion of accounting for convertible debt.

¢ Updated discussion of preferred stock.

¢ Streamlined and updated discussion of political debate on stock option accounting.
¢ Updated real-company disclosure on stock compensation plans.

¢ Updated discussion in appendix on additional complications related to stock
options.

Chapter 18

* New vignette on equity accounting.
¢ Enhanced discussion of portfolio effects of debt and equity investments.
* Moved Appendix 18A on transfers between categories to the Digital Tool.

¢ Moved Appendix 18B on changing from and to the equity method to Chapter 23
(Accounting Changes) to better illustrate these changes.

» Streamlined discussion in Appendix 18C on special issues related to investments.
* New appendix on accounting for derivatives.

Chapter 19

¢ New vignette on revenue recognition for Internet companies.
* Revised discussion on revenue recognition.

Chapter 20

* New vignette on management of tax costs.

¢ New discussion on differences between tax return and GAAP reporting.
¢ New real-company income tax disclosure.

* Deletion of alternative minimum tax.

* Move discussion of intra-period tax allocation to the Digital Tool.

* Moved Appendix 20B on the conceptual aspects of inter-period tax allocation to
the Digital Tool.

Chapter 21

* New vignette on wealth creation in retirement plans.

* New graphic on size of pension funds.

» Expanded discussion of trends in pensions.

* Streamlined discussion on capitalization versus non-capitalization.
¢ Updated discussion for new pension disclosure standard.

¢ Revised discussion on the Pension Reform Act and related issues.

Chapter 22

Updated vignette on leasing.

Streamlined discussion related to the advantages of leasing.
Updated real-company disclosures of leases by lessees and lessors.
Expanded discussion of rationale for sale-leaseback.

Chapter 23

» Updated discussion of motivations for changes.
s Appendix on changing from and to the equity method added.



Chapter 24

¢ Relocated “Usefulness of Statement of Cash Flows” section to the front of the
chapter.

¢ Real-company disclosures used throughout the chapter.
Chapter 25

» Updated and simplified discussion of reporting for diversified companies.

¢ New section on subsequent events added.

e New discussion on Internet reporting.

¢ Updated discussion on reporting of future events.

¢ Updated discussion on fraudulent financial reporting and the profession’s response.
* Moved the appendix “Accounting for Changing Prices” to the Digital Tool.

END-OF-CHAPTER ASSIGNMENT MATERIAL

At the end of each chapter we have provided a comprehensive set of review and home-
work material consisting of questions, exercises, problems, and short cases. For this edi-
tion, many of the exercises and problems have been revised or updated. In addition,
the Using Your Judgment sections, which include financial reporting problems, ethics
cases, financial statement analysis cases, comparative analysis cases, and research cases
have all been updated. A number of international reporting cases that are based on real
companies are introduced throughout the textbook. All of the assignment materials
have been class tested and/or double checked for accuracy and clarity.

The questions are designed for review, self-testing, and classroom discussion pur-
poses as well as homework assignments. Typically, a brief exercise covers one topic, an
exercise one or two topics. Exercises require less time and effort to solve than problems
and cases. The problems are designed to develop a professional level of achievement
and are more challenging and time-consuming to solve than the exercises. Those exer-
cises and problems that are contained in the Excel Problems supplements are identified
by a blue computer disk icon in the margin. The cases generally require essay as op-
posed to quantitative solutions; they are intended to confront the student with situa-
tions calling for conceptual analysis and the exercise of judgment in identifying prob-
lems and evaluating alternatives. The Using Your Judgment assignments are designed
to develop students’ critical thinking, analytical, interpersonal, and communication
skills.

Probably no more than one-fourth of the total exercise, problem, and case material
must be used to cover the subject matter adequately; consequently, problem assignments
may be varied from year to year.

COLOR DESIGN

The color coding in the design not only enlivens the textbook’s appearance but, through
planned and consistent usage, eases learning. Note that the financial statements are
presented in beige screens with blue headers. Trial balances, work sheets, and large
schedules are presented in blue screens with beige headers.

All end-of-chapter summaries and assignments (including appendices) are tabbed
with a red color bar, while the five interest and annuity tables in Chapter 6 are tabbed
with a blue color bar to make it easy to locate and identify them.

The color design is summarized as follows:

* The names of real-world companies in the text and illustrations are shown in red.

¢ Excerpts from the financial statements of real world companies are indicated by
this icon
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¢ Other external statements have a blue heading with beige background for text.
¢ Internal statements show a beige heading and blue background for text.

SUPPLEMENTARY MATERIALS

Accompanying this textbook is an improved and expanded package of student learn-
ing aids and instructor teaching aids.

The Intermediate Accounting, 10/e, Digital Tool (CD-ROM and Web site) described
in detail on pages ix~xii provides additional tools for students and instructors. Key fea-
tures include:

* Analyst’s Toolkit
* Professional Toolkit
* Student Helper Toolkit

Instructor Teaching Aids
Instructor’s Resource System on CD-ROM
* Resource manager with friendly interface for course development and

presentation.
¢ Includes all instructor supplements, text art, and transparencies.

Instructor’s Manual: Vol. 1 Chs. 1-14
Instructor’s Manual: Vol. 2 Chs. 15-25

¢ Lecture outlines keyed to text learning objectives

e Updated Bibliography.

¢ Teaching Transparency Masters.

* Section on “How to assign and evaluate ethical issues in the course.”

¢ Sections on “How to incorporate writing” and “How to incorporate group (col-
laborative) work.”

Solutions Manual, Vol. 1: Chs. 1-14
Solutions Manual, Vol. 2: Chs. 15-25

¢ Answers to all questions, brief exercises, exercises, problems, and case material
provided.

e (lassification Tables categorize the end-of-chapter material by topic to assist in as-
signing homework.

¢ Assignment Tables (characteristics) describe the end-of-chapter material, its diffi-
culty level, and estimated completion time.

e All solutions triple-checked to ensure accuracy.

Test Bank, Vol. 1: Chs. 1-14
Test Bank, Vol. 2: Chs. 15-25

* Essay questions with solutions help you test students’ communication skills.
¢ Estimated completion times facilitate test planning.
* Computations for multiple-choice problems assist you in giving partial credit.

Computerized Test Bank IBM 3.5”

» A large collection of objective questions and exercises with answers for each chap-
ter in the text.



