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SET COURSE EXPECTATIONS AND

GUIDE STUDENTS TO SUCCESS!

Many students come to intermediate accounting with an unrealistic idea of what the course
entails. Students are often surprised by both the brisk pace of the course and the necessary
amount of time they need to spend outside of class working through homework assignments.

CengageNOWv2 Start-Up Center W

The CengageNOWVv2 Start-Up Center will help students identify what they need to do and
where they need to focus in order to be successful with a variety of brand new resources.

MOTIVATION

What Is Accounting, this section includes an:

- Introduction to Accounting

» Success Strategies

Accounting Review Module, designed to help students refresh their understanding of basic
accounting skills, including:

« Accounting equation

+ Rules of debits and credits

- Journal entries and posting

- Adjusting entries—accruals and deferrals

- Financial statements

 Time value of money

- And more

NEW How to Use CengageNOWv2 Module allows students to focus on learning accounting,
not on a particular software system. Quickly familiarize your students with CengageNOWv2
and direct them to all of its built-in student resources.
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SEE WHY IT MATTERS!

Positive Business-Focused Context

Intermediate Accounting 2e infuses context by using
Starbucks as a running case and draws on other
identifiable companies to help students understand
why accounting information is important to a com-
pany and what implications this information will
have for financial statement users. Other, highly rec-
ognizable companies provide additional context.

A Risky Proposition

In order to defermine if they should provide resources to a company, investors and
creditors analyze the risk involved. Financial siatement information relating fo cur-
rent liabilities and contingent obligations is particularly useful in the analysis of a
company's liquidity, financial flexibility, and credit risk. To assess a company’s
liquidity, which represents the company’s ability o meet its shortterm obligations,
financial statement users will examine the relationship between a company's cur-
rent assets and its current liabilities. Starbucks’s current liabilities, which represent
obligations to employees, suppliers, and other shortterm creditors, make up
approximately 76% of the company'’s total liabilities as of the end of fiscal year
2013, as shown below.

Real Report 9.3 i an excerpt of General Mills's balance sheets showing how it
reports its current labilities along with the related note to the financial statements. This

disclosure is rep of the reporting recl used by most large companies.
REAL REPORT DISCLOSURE OF CURRENT LIABILITIES |

(millons of dollors] Moy26,2013_ May27,2012

i

lund ot s ered of the chegpies.

General Mills, Inc|

REAL REPORT

B Current Liabilities
B Long Term Debt
B Other Long-Temm Liabilities

Real Reports

Real Reports allow students to interact with
actual annual report excerpts, analyze them,
and apply what they have learned by
answering the corresponding questions.
Students have the ability to practice activities
they will encounter in the real world as they
sharpen analytical skills.
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EXPOSE STUDENTS TO CONCEPTS

BEFORE CLASS BEGINS!

Students don’t want to waste time going over concepts that they have already mas-
tered. With the NEW Adaptive Study Plan, they can focus on learning new topics and
fully understanding difficult concepts.

$ Adaptive Study Plan W
C

E N GAG E NOWVZ The Adaptive Study Plan in CengageNOWv2 is an assignable/gradable study center that
adapts to each student’s unique needs and provides a remediation pathway to keep stu-
dents progressing.

m
4

MOTIVATION

The Adaptive Study Plan is Napter 01 - Introducoon o Accaunting and Business

assignable/gradable in S — ==
CengageNOWVv2 and available p— T —
for self-study and review. :

& Chagter 1 - inoduriien i Accsaanting and Susness @ eftoos ™

B 11 Mishon of Busnew 88 AcTountng & ety 1.0 Prepesng Finssol Stssmants 7

& 1 Ounaralty Atpeptnd Accounng Prociies . -4 3 ;.4

@ 13 T Arcouning Equatan ] 1485t Eiqaty 7

B 1.4 Business Tramuatons and T ACTOOMng Equaton o Anmater Euampie Ewetinn 1.6 B30 thoet

© 18 Finansial statemants ¥ . el

How does it work?

Step 1: Students take a chapter-level quiz consisting of questions that cover both
conceptual and procedural aspects of the chapter.

Step 2: Students receive feedback for each answer option explaining why the answer is
right or wrong.

Step 3: Based on the quiz results, students are provided a remediation path that
includes media assets and algorithmic practice problems to help them improve their
understanding of the course material.

Instructors may use prerequisites that require students to achieve mastery in the Adap-
tive Study Plan before moving on to new material.

The new Adaptive Study Plan offers the benefit of
customization coupled with remediation.

— Jennifer Schneider, professor at
University of North Georgia

Vi
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NEW FEATURES SHOW STUDENTS HOW TO

APPLY WHAT THEY LEARN!

Video: Tell Me More W

Tell Me More activities explain the core con-

cepts of the chapter through an assignable/ * The debit balance of $2,400 in NetSolutions’
gradable presentation that is ideal for all class _ :
prepaid insurance account represents the

formats—flipped model, online, hybrid, b £ insur ¢ 5
face-to-face. December 1 prepayment of insurance for 1
months.

Prepaid Insurance

Dec. {31| Insurance Expense 55 200
Prepaid Insurance 15 200
Insurance expired (52,400 + 12).
Accounting Equation Impact

Assels = Liabilities + Owner's Equity (Expense)

e

e | -
Adisal. 2200 F "‘ Tl

| decrease

22018 CangogaLamning Al Rigrs Rasaned, May not bo iosnnad, soplsder duphonies o pocies 12 8 publsly socevdbin wabiiin, Irehain orin pan

Tell Me More activities for every Learning Objective are assignable/gradable
in CengageNOWv2 and available for self-study and review.

The best way to learn accounting is through practice, but students often get stuck when attempting homework assignments
on their own.

E4-3  Sharcholders’ Equity The following are several of Graf Corporation’s accounts at the end of 2016: Video: Show Me How W
1043 . R

g Anmm S Mm Created for the most frequently

@ Commnsmck ﬂe@'g{?} N S];gégg assigned end-of-chapter items,
o ol Paidin Capital on Preferred Siack zgg-mqg NEW Show Me How problem

demonstration videos provide

a step-by-step model of a similar
problem. Embedded tips and
warnings help students avoid
common mistakes and pitfalls.

Prepare the sharcholders” equity section of Graf's 2016 ending balance sheet.

Show Me How videos are linked to assignments in CengageNOWv2 and available for
self-study and review.

vii
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CLOSE THE GAP BETWEEN HOMEWORK

AND EXAM PERFORMANCE!

‘ Many students perform well on homework but struggle when
;| it comes to exams. Now, with the new Blank Sheet of Paper
' C E N GAG E N OWVZ Experience, students must problem-solve on their own, just as

they would if taking a test on a blank sheet of paper.

Blank Sheet of Paper Experience W

A less-leading Blank Sheet of Paper Experience discourages
overreliance on the system.

« The use of drop-down menus and Smart Entry
(type-ahead) has been eliminated.

APPLICATION

- Students must refer to the Chart of Accounts and decide
for themselves what account is impacted.

- The number of accounts in each transaction is not given
away.

« Whether the account should be debited or credited is
not given away.

- Transactions may be entered in any order (as long as the
entries are correct).

« Check My Work Feedback only reports on what students
have actually attempted, which prevents students from
“guessing” their way through the assignment.

Check it out! Visit cnowv2demo.cengage.com for an interactive demo.

viii
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HELP STUDENTS MAKE CONNECTIONS

AND SEE THE BIG PICTURE!

Homework software should not get in the way of learning. One of the biggest com- -‘
plaints students have about online homework is the scrolling, which prevents students I CENGAGENOWv2
from seeing the big picture and understanding the accounting system. The new Multi-
Panel View addresses this issue and enhances student learning.
et il P — during the fest et of accouri m selecting the asxuunds t be dutes
T cemener
=T
ASSETS REVENUE JOURNAL
11 Gamn 41 Faen Eanag —S— R —
2 e 2re ==
15 Supalies 1 341 Prepid lnsursnce: | Lo | i
" ) | Th l | T
it - L s st ﬁ‘ﬁ | W’ |
b ra . foesEames Saan |+
25 Dirpraciotion Eipinsa = i | | ln'
LIABILTNES T Insuinncs Expanse 1 = i ]
2 ts Pyl L] Exense 2 I : s
22 Nels Papathe o
. “‘“ = = (2
= |
Journalize and pos! transactions
Bamboo * d ¥ Lisa Gooch, During the first week of July, Bamboo Consulting completed the
Toflowing transactions refated to the businges:
July
2 Purchas it inguracce poliy for §1,200,00,
5 Recorded jobs completed on account and sent invoices to customers, §5,800.00.
6 Paidcash for a newspaper advertisemmnt, 300,00,

The NEW Multi-Panel View in CengageNOWV2 enables students
to see all the elements of a problem on one screen.

- Students make connections and see the tasks as connected
components in the accounting process.

+ Dramatically reduced scrolling eliminates student frustration.

With the ability to move and
resize journals, ledgers, forms,
and financial statements, it is
easier to navigate the
problem and understand the
accounting system.
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CLOSE THE GAP BETWEEN HOMEWORK

AND EXAM PERFORMANCE!

Students often complete homework at odd ‘
times. And when they use CengageNOWv2, they

get help right when they need it. ; C E N GAG E N OWVZ

|
h . PAGE 1 PAGE 2
< Adaptlve FeedbaCk W 4 JOURNAL Score: 33/138
Adaptive Feedback in CengageNOWv2 responds —
. . DATE DESCRIPTION : DEBIT CREDIT
U to students based upon their unique answers ~ —
— 1 17| offce uipment 1000000 1
quip
] and alerts them to the type of error they have 5 ; — i | B
Cas| ,000.
m made without giving away the answer.
3 Note Payaable 2,000‘00] 3
o. :
< 7 TOURNAL I PMHS(IOIQ:P;‘;E];:; There is a minor spelling error in the account title. You will be graded as if you had 5
o oS Ton R o entered “Note Payable. 6
1] Jul. 17 office Equipment ’ 10,000.00 1 7
2 Cash | 8,000.00 | 2 Line
3 | Note Payaable J 200000]}3 * The amount for this account is incorrect, although you've entered the amount in the 8
: : correct column, [-2]
6 6
7 7
8 8
9 9
10 10
11 1

¥ Points: @« 0.24/1

Feedback v
v Check My Work

Identify which accounts are affected in each transaction. Keep in mind that every transaction involves at least two accounts. Determine
whether the account increases or decreases and record each increase or decrease following the rules of debit and credit. Use the Posting

Reference column to enter the corresponding account number from the general ledger account. Remember total debits should equal total In addition to groundbreaking, adaptive feedback,
credits in your entries. . . .
CengageNOWNv2 continues to provide multiple
Learning Objective layers of guidance to keep students on track and
Learning Objective 2 H
Learning Objective 3 prOgreSSIng'

- Check My Work Feedback provides general
guidance and hints as students work through
homework assignments.

| like the adaptive feedback. It will reduce a number of - NEW Check My Work Feedback in
errors that cause students to give up. CengageNOWv2 now only reports on what

— Kevin Jones, professor at Drexel University students have actual!ly atter_np'fled, Wh'Ch
prevents them from “guessing” their way

th h assi ts.
Excellent! Often learning from feedback is more powerful rough assignments

than learning from the instructor, text, etc.
— Lisa Brown, professor at Indiana Institute of Technology

- Explanations are available after the
assignment has been submitted and
provide a detailed description of how to
arrive at the solution.

Check it out! Visit cnowv2demo.cengage.com for an interactive demo.
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KEEP STUDENTS ON TRACK

AND PROGRESSING!

The best way to learn accounting is through practice, but students often get stuck when attempting
homework assignments on their own.

The balance in the prepaid insurance account, before adj\.strnent at the end of the year, is $21,700. Journalize the Created for the most frequently
adjusting entry required under each of the following ives for determining the : of the adju: {a) the i -of- i

;o . mmemrmm s it assigned end-of-chapter items,
periods is $5,250. NEW Show Me How problem

demonstration videos provide

a step-by-step model of a similar
problem. Embedded tips and
warnings help students avoid
common mistakes and pitfalls.

APPLICATION

Assets n Liabilities + mer's Eqmv (Expense)

Bol. am ‘MS‘Y %0 Dec. 31 1&%1

Show Me How videos are linked to assignments in CengageNOWVv2 and available for
self-study and review.

Got It?
A helpful “Got It?” series of i

elpful "Got It series of questions appears 8-10 What is the necessary condition for the retail inventory method to provide valid
after coverage of each Learning Objectives to results?
confirm students understand the material pre- &4 mmm zlh@krhg Sk maitss uddlmhsp;“mup i
sented and are ready to continue in the chap- - e i

. 8-120@wi com computes the coskorelail ratio for the following cost low

ter. Students have the opportunity to spend aseumptions: FIFO, i ;.um ik e 4 A0 568 S ek Wi o
additional time reviewing and mastering a the different methods of ate each cost flow assumption?
concept before moving ahead. In addition, B m“b! m'", m,,';,mm’mw:‘ﬂv:ﬁ ‘,:Th:‘b’:,;*ﬁm w;’,
these questions can now be assigned within i m““’:‘“’*“ B el o DG i
CNOWWV2 and provide instructors with open mmndimmuhursmmom “s’lg;“f.:?”‘”“ ;uuses dwmw’;ﬁ &
ended questions that will allow their students

an opportunity to dive deeper into various
concepts and topics associated with their In-
termediate Accounting course.

Roger CPA Review
Student Access to CPA Exam Questions. With the purchase of this textbook, students

receive exclusive access to Roger CPA Review (rogerCPAreview.com). Roger CPA review . ROGE R
questions are also available in the Instructor’s Resource Center, as well as assignable
content in CengageNOW. CPA RereW

Xi
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MASTERY

HELP STUDENTS GO BEYOND

MEMORIZATION TO TRUE UNDERSTANDING!

xii

Review Center

An all-new Review Center at the end of each
chapter summarize all major concepts from the
chapter at a glance. These timely Review Cen-

ters condense and summarize review material LEARNING OBJECTIVE 9.1

REVIEW CENTER

AT the beginning of the chaprer, we discussed how the analysis of a company’s current
linbilitics and i helps financial mmmﬂuﬁqmd’g financial
flexibility, and credit rsk of a company, We alsa i i several ot vou would

accomplish after reading: the chapter, 'ﬂlcubktwmlwdbehwandﬁ!llwtdb} 3
‘bricf sumymary of the key paings,

KEY TAKEAWAYS

* Thech stics of a iability are thar;

for each Learning Objective. These review fea-
tures also present Key Terms and Key Calcula-
tions grouped by Learning Objective for quick
review. This at-a-glance resource saves students
time and allows them to find chapter highlights

in one consistent, easy-to-locate place in each ST T T AN
chapter. s

Ef-f  Estimation versus Direct Write-Off of Bad Debits Blont Company ‘makes credit sales of 521,000 during the
WD&5  month of February 2016, During 2016, collections are received on Febriary sales of $20, 400, accounts represent-
ing S600 of these sales are written ‘off as uncollectible, and a S100 sccount previowsly written off is collected.

) B I’mpmthepurml:mrlﬁ ro record the p fing infe if |f(a]baédd:|smmlcd253%
oftmdknkutdnum:cvfsdsmd(h}ﬂwhaddcl:ummudodhsd:cyaqlulhwwr

2. Next Level Which method—recording bad debis at the time of sale or when they actually occur—is preferred?
Why?

Starbucks Annual Report
The Starbucks continuing thread

o' It must involve a present s:bllpnon which may or myay not be legally enforceable,
that will be senled by a probable future scrfice bvolving the transfer of assets,
provision of services, o other tse of assers at a specified or dererminable dare,

 The company bas little or no discretion to avoid the fiture sacrifice of ecannmic
bﬂ!:ﬁm .

vent, or amangement obligating the company has alscady

‘ happnmd
KEY TERMS
‘equirable and constrsetive fiabilitics; p.9:3  lejgal liabilities, p:9+3
KEY TAKEAWAYS

* Current fiabilities are -abligations thar an due within ooe year from the balance shees
date. Reporting current labilities on the balance sheet provides insights into a com:
pany’s Houidity and financial fexibilivy and is vschul in assesing 4 compan™ fiture
cash flows.

Next Level

Next Level requirements encourage students
to master advanced thinking skills. These
requirements within select end-of-chapter
questions require students to go beyond the
basic understanding of accounting rules and
procedures and develop critical-thinking and
decision-making skills. Specific open-ended
requirements are now converted into fill-in-
the-blank questions in CengageNOW™ and
are automatically gradable assignments.

case integrates actual financial infor-
mation throughout the book. Stu-

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549
Form 10-K

dents are motivated and engaged [ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

by the integration of the real finan-

For the Fiseal \uu‘l.lﬁnl Septomber 27, 2015
OTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

cial information and business strat- For the transition perlod from 1o
. . . Commission File Number: 8-20322
egy of Starbucks in discussions and Starbucks Corporaﬁan

examples throughout this edition. i Sl e

Specific end-of-chapter applications
demonstrate how a wide variety of
accounting concepts apply to a sin-
gle company. In addition, excerpts
from their annual report can be
found as Appendix A in the back of
the text.
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ONLINE SOLUTIONS

CengageNOWv2 is a powerful course management and online homework resource that -‘
provides control and customization to optimize the student learning experience. ENGAGEN

o - Wv2
Included are many proven resources such as algorithmic activities, test bank, course ' C G G O

management tools, reporting and assessment options, and much more.

Recent CengageNOW Enhancements W

- Refreshed Design: This refreshed look will help you and your students focus easily
and quickly on what is important, while maintaining the same functionality that
CengageNOW users know and love.

- Integration with Popular Learning Management Systems: Single login, deep
linking, and grade return! (Check with your local Learning Consultant for more
details!)

- Upload Files Capability: You can now upload files in CengageNOW for student
use—including videos, Excel files, Word files, and more.

- Email Instructor Feature: Students can now send you a screenshot of the question
they are working on directly through CengageNOW and ask specific questions
about where they are stuck.

- Better Date Management: When modifying assignment due dates for a whole
course, the system will now automatically adjust due dates based on a new start
date, making it easier to reuse a course from one term to the next and adjust for
snow days.

- Streamlined Assignment Creation Process: A simplified and streamlined
Assignment Creation process allows instructors to quickly set up and manage
assignments from a single page!

- New Report Options: New reporting options allow you to get better reports on
your students’ progress.

- New Student Registration Process: When you create a course, a URL will be
generated that will automatically take students right into the instructor’s course
without them having to enter the course key!

COURSE SUMMARY: Warren FinManl2e Demo
How to access your CengageNOW course
Course Kay : -2 = SRR
Students of this course need-to go to the following to enroll.
s asmieiin 2 ’ = Warren FinMan12e Demo
Course Information m"‘ m}‘:‘;‘
Course Name; Warren FinManl2e Demo What is CengageNOW?
Course Number: 100 . o
Course Starts On: 12/5/13 o e mclssil combined in aneeasy : gned 1o i frades some
Courss Engs On:  12/11/17 wari o impreve. Get Sarted Today! | .
Sty ncxie) Registralion
Sectlons: [none) i o
Instructors: Robin Lefevie 2. Followe the prosapts o regiter ywur Cengags

xiii
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Xiv Online Solutions

MindTap eReader

The MindTap eReader for Wahlen/Jones/
Pagach’s Intermediate Accounting 2e is the most
robust digital reading experience available.
Hallmark features include:

« Fully optimized for the iPad.
+ Note taking, highlighting, and more.

- Embedded digital media such as Dynamic
Exhibits.

The MindTap eReader also features
ReadSpeaker®, an online text-to-speech
application that vocalizes, or “speech-
enables,” online educational content. This
feature is ideally suited for both instructors and
learners who would like to listen to content
instead of (or in addition to)

reading it.

3-2

Record the transactions; events; and arrangements in‘a journal.

Prepare and post adjusting entries.

Prepare the financial statements.

Prepare and post closing entries for the temporary accounts! revenues, expenses, gains, losse:

| Chapter Conten|

What is the Accounting Cycle?

A company completes a series of steps; knewn as the accounting cycle; during
each period to record, store, organize; summarize;and report the accounting
information contained in its transactions, events, and arrangements: The five

major steps include the following:
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NEW TO THIS EDITION

New! Updated Coverage of Revenue
Recognition and Investments, and Starbucks’
2015 Financial Statements

Intermedinte Accounting 2e¢ Update is completely updated to
address both the new standard for recognizing revenue and the
new investments standard. The revenue standard provides a robust
framework for addressing revenue recognition issues and will
replace almost all existing revenue recognition guidance.
The authors have updated and revised all of the material that is
impacted by this important new standard. While the most signifi-
cant changes are seen throughout Chapter 17, Advanced Issues in
Revenue Recognition, the authors have updated almost every
chapter to incorporate the new standard. The investment standard
primarily affects the classification and measurement of minority
passive investments in equity securities. Under this standard, all eq-
uity investments will generally be measured at fair value with
changes in fair value reported through earnings. The effects of this
standard have the greatest impact in Chapter 13.

The authors have also updated all of the discussion in each Chapter
to include Starbucks’ 2015 financial statements, to make accounting
come to life for students. In addition to the many new digital assets
created for this edition of Imtermediate Accounting, the textbook
content itself has also been thoroughly revised.

In all chapters, the following improvements have been made:

* The new “Got It?” feature is a quick check at the end of each
section that allows students to immediately check their
comprehension of a topic before moving on.

e At the end of each chapter, a new “Review Center” collects
the most important highlights from the chapter in one place,
letting students see at a glance the key takeaways, terms, and
formulas for each learning objective.

Chapter 1

e Updated discussion of the FASB and IASB efforts toward
convergence, including the completed projects and the
projects that may not achieve convergence

Chapter 2
e Updated discussion of the FASB’s Conceptual Framework

Chapter 3

* More effective presentation of the accounting equation and
the double-entry system of accounting

* A more streamlined presentation of the accounting cycle

Chapter 4

e Updated presentation of Starbucks’s most recent balance
sheets, including balance-sheet-based ratios analysis

Chapter 5

e Updated discussion of the new revenue recognition principles

e Updated discussion of the statement of comprehensive income

e Updated presentation of Starbucks’s most recent income
statements, including ratios analysis

*  Removed discussion of extraordinary items due to its elimination
from GAAP as part of the FASB’s Simplification Initiative.

Chapter 6

e Updated the sales discounts, trade discounts, and sales returns
and allowances discussion (as well as any related end-of-chapter
material) for accuracy with the new revenue recognition standard

Chapter 7

e Added new example journal entries for alternative inventory
systems (Example 7.1)

Chapter 8

e Updated coverage of the lower of cost or market rule to reflect
changes as part of the FASB’s Simplification Initiative.

Chapter 9

e New example for recording deposits (as well as additional end-
of-chapter material)

e Updated warranty discussion (as well as any related end-of-chapter
material) for accuracy with the revenue recognition standard

e New example for recording coupons and cash rebates

Chapter 10

e New Why It Matters feature that compares Verizon with AT&T

e Added new end-of-chapter material related to asset retirement
obligations

Chapter 13

e Updated coverage reflect current FASB decisions regarding the
classification, measurement, and impairment of investments

Chapter 14

e Updated coverage of debt issuance costs to reflect changes
made as part of the FASB’s Simplification Initiative.

Chapter 16

e Additional discussion of noncontrolling interests

Chapter 17

e Entirely new coverage of revenue from contracts with customers

*  Multiple examples related to each step of revenue recognition

e New end-of-chapter multiple-choice, review exercises, exercises,
problems, and cases

Chapter 18

e New chapter organization to better focus on interperiod income
tax allocation

e Improved discussion of permanent differences

e Updated coverage of classification of deferred taxes to reflect
changes made as part of the FASB’s Simplification Initiative.

Chapter 19

* Revised organization to aid understanding of defined benefit
pension plans

Chapter 20

* Updated discussion of current FASB lease exposure draft

* Improved organization of chapter examples to improve student

learning

Chapter 21

e Revised and improved opening vignette and improved chapter
examples

e New organization to improve discussion of the direct and
indirect methods
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