
 

 
 
 

Balance Sheet:  
Reporting Assets 

2nd Edition 

 
 
 

 
 
 
 

 
 

 
         

       
 

 

 

 

 



 

 

Table of Contents 
Chapter 1 – Cash and Receivables ....................................................................................................... 1 

Learning Objectives ............................................................................................................................. 1 
Introduction .......................................................................................................................................... 1 
Cash .................................................................................................................................................... 1 
Receivables ......................................................................................................................................... 2 

Accounts Receivable ....................................................................................................................... 2 
Notes Receivable............................................................................................................................. 6 
Loans Receivable ............................................................................................................................ 8 

Impairment of Loans ............................................................................................................................ 8 
Determining the Value of an Impaired Loan ...................................................................................... 8 
Evaluating Loan Collectibility ............................................................................................................ 9 
Income Recognition ....................................................................................................................... 10 
Disclosure Requirements ............................................................................................................... 10 

Lending to or Financing the Activities of Others .................................................................................. 10 
Review Questions .............................................................................................................................. 12 
Review Answers ................................................................................................................................ 13 

Chapter 2 – Inventory .......................................................................................................................... 15 
Learning Objectives ........................................................................................................................... 15 
Introduction ........................................................................................................................................ 15 
Inventory............................................................................................................................................ 15 

Purchase Contract Commitments ................................................................................................... 16 
Freight Terms ................................................................................................................................ 16 
Consigned Goods .......................................................................................................................... 17 
Financing Product Arrangements ................................................................................................... 17 
Lower of Cost or Market Value ....................................................................................................... 19 
Retail Method ................................................................................................................................ 21 
Retail Lower of Average Cost or Market Value (Conventional Retail) Method ................................. 21 
Retail LIFO .................................................................................................................................... 22 
Dollar-value LIFO ........................................................................................................................... 22 
Base Stock Method ........................................................................................................................ 23 
Costs Excluded from Inventory....................................................................................................... 23 
Standard Costing ........................................................................................................................... 23 
Relative Sales Value Method ......................................................................................................... 23 
Stripping Costs .............................................................................................................................. 24 
Research and Development ........................................................................................................... 24 
Terminated Contracts .................................................................................................................... 24 
Discontinued Operations ................................................................................................................ 24 
Taxes ............................................................................................................................................ 24 
Disclosures .................................................................................................................................... 25 
Prepaid Expenses .......................................................................................................................... 26 
Long-Term Investments ................................................................................................................. 26 
Fair Value Option for Long-Term Notes Receivable ........................................................................ 26 

Review Questions .............................................................................................................................. 27 
Review Answers ................................................................................................................................ 28 

Chapter 3 – Fixed Assets .................................................................................................................... 29 
Learning Objectives ........................................................................................................................... 29 
Introduction ........................................................................................................................................ 29 
Fixed Assets ...................................................................................................................................... 29 

Self-Constructed Assets................................................................................................................. 30 
Donation of Fixed Assets ............................................................................................................... 30 
Writing up Fixed Assets ................................................................................................................. 31 
Land and Land Improvements ........................................................................................................ 31 



Table of Contents 

ii 

Repairs .......................................................................................................................................... 31 
Environmental ................................................................................................................................ 31 
Depreciation .................................................................................................................................. 31 
Accounting for the Impairment of Long-Lived Assets and Related Considerations .......................... 33 
Long-Term Assets to Be Retained and Used .................................................................................. 34 
Capitalized Interest ........................................................................................................................ 39 
Nonmonetary Transactions ............................................................................................................ 41 
Accounting for Barter Transactions Involving Barter Credits ........................................................... 46 
Involuntary Conversion .................................................................................................................. 46 
Asset Retirement Obligations ......................................................................................................... 46 
Present Value Method ................................................................................................................... 48 
Disclosures .................................................................................................................................... 50 

Review Questions .............................................................................................................................. 52 
Review Answers ................................................................................................................................ 53 

Chapter 4 – Natural Resources and Intangibles................................................................................. 55 
Learning Objectives ........................................................................................................................... 55 
Introduction ........................................................................................................................................ 55 
Natural Resources ............................................................................................................................. 55 
Intangible Assets ............................................................................................................................... 56 
Software Hosting Arrangements ......................................................................................................... 58 
Goodwill ............................................................................................................................................ 59 

General Rules ................................................................................................................................ 59 
Simplifying the Impairment Test ..................................................................................................... 62 
Private Company Accounting Alternative ........................................................................................ 64 

Fair Value of Financial Assets ............................................................................................................ 66 
Fair Value Accounting .................................................................................................................... 66 
Disclosures .................................................................................................................................... 66 

Leeway in Valuing Financial Assets ................................................................................................... 67 
Other Assets ...................................................................................................................................... 68 
Review Questions .............................................................................................................................. 69 
Review Answers ................................................................................................................................ 70 

Appendix – Annual Report References .............................................................................................. 71 

Glossary ............................................................................................................................................... 75 

Index .................................................................................................................................................... 77 
 
  


