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PREFACE

The subject of Intermediate Accounting is pri-
marily financial reporting for corporate enterprises.
Financial reporting practices of U.S. corporations
involve a complicated but interesting array of prin-
ciples and procedures that have emerged over sev-
eral decades. Most procedures can be explained by
a few broad accounting principles; some can only
be justified by their having been used for many
years.

In this book we have attempted to strike a bal-
ance between a detailed explanation of accounting
procedures and a discussion of the theoretical foun-
dation of those procedures. Serious accounting stu-
dents must understand both theory and practice in
order to enter the accounting profession and meet
the challenges facing them in the future. We have
also attempted to strike a balance between current
generally accepted accounting principles and alter-
natives to these principles. Again, the serious stu-
dent must understand alternatives to current prac-
tice in order to understand accounting as it exists
and as it may evolve.

Organization of the Text
The text is organized into six major sections:

1. Theoretical Foundation for Financial Reporting
(Chapters 1—4)

2. Tools of Accounting (Chapters 5-6)

3. Asset Accounting (Chapters 7—13)

4. Liability and Stockholders’ Equity Accounting
(Chapters 14—17)

5. Additional Financial Reporting Issues (Chapters
18-24)

6. Financial Reporting by Publicly Held Companies
(Chapters 25-27)

In the first section, Theoretical Foundation for
Financial Reporting, we prepare the student for the
remainder of the text by providing the conceptual

background necessary to understand generally ac-
cepted accounting principles and alternatives to
those principles. Chapter 1 discusses the environ-
ment of corporate financial reporting. Chapter 2
presents the current conceptual framework of cor-
porate financial reporting. This chapter is important
because it explains the accounting principles for
many specific procedures currently used to prepare
financial statements. These principles are empha-
sized in Chapter 2, then highlighted throughout the
text as they relate to the discussion of specific
reporting practices. Chapter 3 introduces the stu-
dent to the nature and measurement of the ele-
ments of financial statements, stressing alternatives
to current practice in a way that is understandable
at this early point in the student’s study of financial
accounting. Chapter 4 reviews the four basic finan-
cial statements at the level of understanding that the
student should have when entering intermediate
accounting. By discussing all of the financial state-
ments in a single chapter, we can stress an impor-
tant feature of financial statements—articulation.

The second section of the text, Tools of Ac-
counting, covers two major topics. Chapter 5 re-
views the accounting cycle, and Chapter 6 explains
compound interest concepts in depth. Both tools
are used frequently throughout the text.

The third section, Asset Accounting, includes
seven chapters (Chapters 7—13) which deal with
the major asset categories typically found on corpo-
rate balance sheets: cash, receivables, inventories,
investments, plant assets, and intangible assets.
Throughout these chapters, material that students
have studied in introductory accounting courses is
reviewed and new, more advanced topics are dis-
cussed. Care has been taken to thoroughly explain
new material, and extensive use has been made of
examples and illustrations to enhance student un-
derstanding.
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The fourth section, Liability and Stockholders’
Equity Accounting, encompasses four chapters.
Chapter 14 addresses current and contingent liabil-
ities. Chapter 15 discusses long-term debt. Chapters
16 and 17 cover a variety of topics related to stock-
holders’ equity. The purpose of this section is to
make students aware of the alternative methods of
corporate financing and the many accounting prac-
tices that underlie the liability and stockholders’
equity sections of corporate balance sheets.

The fifth section, Additional Financial Reporting
Issues, covers many advanced topics that are essen-
tially new to accounting students. It includes chap-
ters on financial reporting of income taxes (Chapter
18), accounting for changes and error correction
(Chapter 19), revenue measurement and income
presentation (Chapter 20), accounting for leases
and pensions (Chapters 21 and 22), reporting
funds-flow information and changes in financial po-
sition (Chapter 23), and financial-statement disclo-
sure and analysis (Chapter 24). These chapters re-
quire students to recall and apply material from
earlier chapters. They also require students to inte-
grate subjects studied earlier and to understand
their new, more advanced applications.

The final section of the text includes three chap-
ters that present financial reporting requirements
which, at the present time, apply only to publicly
held companies. Chapter 25 introduces the concept
of reporting responsibilities of publicly held compa-
nies and the current deliberations about accounting
standards overload. This chapter also introduces
interim reporting and segment reporting. Chapter
26 describes the complexities of earnings per share
presentations, with emphasis on companics with
complex capital structures. Finally, Chapter 27 dis-
cusses constant dollar and current cost disclosures,
approaches designed to communicate information
about the impact of changing prices on a company’s
financial position and results of operations.

End-Of-Chapter Material

Questions, cases, exercises, and problems ap-
pear at the end of each chapter. They offer a varicty
of opportunities for students to continue the learn-
ing process by applying concepts presented in the
text.

Questions are typically short-discussion type
and emphasize the major points of the chapter.
Some questions are multiple-choice.

Cases are generally more extended discussion
questions, often involving in-depth consideration of

the issues emerging from topics covered in the
chapter. Sometimes the cases require the student to
make and support decisions based on logical reason-
ing and a knowledge of current accounting princi-
ples. Cases enable students to develop written com-
munication skills in a context similar to what they
may encounter in the accounting profession.

Exercises typically involve computations and
usually focus on a major point.

Problems require computations and, often, dis-
cussion. Problems usually require the student to
relate major points discussed in the text.

Where appropriate, questions, cases, exercises,
and problems have been adapted from CPA and
CMA examinations.

Features

A brief review of Intermediate Accounting re-
veals many features that will help students under-
stand the text. Each chapter begins with objectives
that preview the chapter and ends with key points
that highlight the most important subjects in the
chapter.

The basic accounting principles discussed in
Chapter 2 are highlighted in the margin throughout
the text. This feature is designed to clearly demon-
strate how important accounting principles, such as
revenue realization, matching, historical cost, and
consistency, are applied in practice.

Throughout the text, short readings are pro-
vided to expand the student’s understanding of ac-
counting principles and the issues and controver-
sies surrounding those principles. Most readings are
taken from business periodicals and provide insight
into the importance of corporate financial reporting
to investors and creditors.

At appropriate points in the text, diagrams and
flowcharts follow discussions and examples in or-
der to summarize complex procedures, such as ac-
counting for current and noncurrent marketable
equity securities, accounting for leases, and prepar-
ing earnings-per-share figures for companies with
complex capital structures.

End-of-chapter appendixes are designed to
present specialized subjects, complex topics, and
less frequently used accounting methods.

Throughout the text, excerpts from published
financial statements of major U.S. corporations illus-
trate how various accounting principles are applied.
These excerpts are usually preceded by a brief
description of the company to familiarize the stu-
dent with the nature of the reporting enterprise.
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The annual report and basic financial statements
of one major U.S. corporation, Kroger Company, are
reproduced in their entirety and are cited through-
out the text. The annual report is presented as an
appendix, and three financial statements are printed
on the inside front and back covers (endpapers).

Supplements

A variety of supplements have been prepared for
use with this text. The following supplements are
available as instructional aids for students: (1) stu-
dent study guide (prepared by James M. Reeve ); (2)
two practice sets—one devoted to the accounting
cycle, to be used in conjunction with Chapter 5; the
other encompassing the entire text, to be used at or
near the end of the text (prepared by Thomas J.
Beirne, Jr.); (3) ruled working papers for all prob-
lems in the text; and (4 ) a professional examination
manual (prepared by Sharon M. Lightner).

The following supplements are available for in-
structors: (1) solutions manual for all end-of-
chapter material (prepared by the authors); (2)
instructor’s manual, which includes checklist of key
figures in the text and solutions to the practice sets
(prepared by Jan R. Williams ); (3) overhead projec-
tor transparencies for all text problems; (4) test
book (prepared by Jan R. Williams, Keith G. Stanga,
and Thomas A. Gavin); (5) computerized format of
the test book; and (6) checklist of key figures in the
text available free in quantity.
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