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Preface

A Note About Our Cover .

The cover of the Fifteenth Canadian Edition is the work of Rachel ACCOUNTING PRINCIPLES
Idzerda. Hachel's playful illustration spotilights many of the companies, ~
entrepreneurs, and organizations featured in Fundamental Aceounting
Principles’ 17 chapter opening vignettes. See if you can spot the images
representing Zane Caplansky's food truck (Chapter 1), Frogbox's green
moving supplies (Chapter 3), Kicking Horse Coffee (Chapter 11), or
ZooShare (Chapter 14). Rachel is a freelance illustrator specializing
in editorial illustration and portraiture. She combines clean, delicate
linework with bold colours and graphic elements to create a sense of
energy and mood in her work. Rachel received her BAA in lllustration
from Sheridan College in 2012, and currently lives and works in Montreal,
QC with her partner and their two pampered dogs.
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As educators, instruetors strive to create an environment that fosters learning and provides students with
the tools they need to succeed. The Fifteenth Canadian Edition continues to meet and surpass the high
standards the market expects from Fundamental Aceounting Principles. We continue to put learning
first, with student-centred pedagogy and eritical thinking lessons throughout the text.

All the pedagogical tools are carefully designed for ease of use and understanding, helping the in-
structor teach and giving the students what they need to succeed.

STUDENT SUCCESS CYCLE

Student success at the post-secondary level is not measured by how TR
much knowledge a student has acquired, but rather by how well a stu- ""V:‘"

dent can use knowledge. The Student Success Cycle, illustrated by a ”

circular icon, reinforces decision-making skills by highlighting key Apsiy / %H
steps toward understanding and critically evaluating the information s A exancies
the student has just read. Read-Do-Check-Apply reinforces active / 4
learning rather than passive learning. This tool is integrated throughout B "

the text, including the chapter opening page, Checkpoint questions, T

Demonstration Problems, and end-of-chapter material.

CRITICAL THINKING CHALLENGE

An essential element of critical thinking is the abil-

n . - 2 . % Wituld Amazon have a merchandize turnover similar fo Lululemon

ity to ask questions while reading (or listening or Athlatiea's? Explain why ar why nat. What does “invertary demand
(ALLI

5 5 2 (Ll plarning® refer fa? What would the effect be of cost-saving strategies
speaking). These exercises are designed to help Fod on the weignted average cast of inventory?

students develop the skills related to questioning.
Suggested answers are posted on Connect.

xii



PREFACE

IFRS AND ASPE—THE DIFFERENCES

This box appears at the end of every chapter to
highlight any differences or important points
about reporting and terminology as they relate to
the financial accounting course. The chapter con-

FRS AND ASPT—THE DIFFERTNCES
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tent is IFRS 2014 compliant for Volume [ and [IFRS
2015 compliant throughout Volume 2; references
are provided where appropriate.

REAL-WORLD FOCUS

The Fifteenth Canadian Edition has increased
the use of real business examples to reflect the
most current information available. This contin-

A buslmess s an eniliy represenied bg one or more mdivedoals selling prodecis or servioes for prodit,
Peipdessts, sold chule ergihing frem ethletls apgaeel [OCL Bawer, Lalulemsas, NIKE, Eecbah}, 1o
electronic devioes [Apple, Dell, Hewlero-Fackard, Samseng), and dothmg ( Ahererombide ared Fiich,
AP, Eara). Service providens such as data commenication providens (Nell, Bogers, and Telus], food
seervioes (Melonadd's, The Keg, Strrbucks, Tin Hortoos), il musmie servioms (Google, Twitter,
Ekppe, Feeebosh, DisLagram) saeke our Bees oo cosfunderl b busisases e B i sl s an o

ues the text’s strong ties to the real world of ac-
counting, be it through detailed interviews with

businesspeople for the chapter opening vignettes,

examples of ethical standards and freatments, or annual reports for both in-chapter example disclosures
and end-of-chapter material. When an actual business is used, its name is highlighted in bold magenta
for emphasis. This integration with real-world companies helps engage students while they read.

Food Truck Frenzy
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NEW VIDEO LINKS

This text features interactive digital links direct-
ing students and instructors to helpful videos to
provide students with real world application of
the chapter content and enhance student exposure
to valuable online resources.

NEW: A LOOK BACK, A LOOK AT

THIS CHAPTER, A LOOK AHEAD Re CEiva bles

In these brief paragraphs, students

JLLE
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rent chapter; and introduced to the
concepis covered in the following
chapter. These helpful learning sum-
maries help students focus on how
their learning ties into big-picture
objectives.
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PREFACE

LEARNING OBJECTIVES

Learning Objectives have long been a standard in this textbook. By giving students a head start on what the
following material encompasses, the text readies them for the work ahead.

CHECKPOINT R

¥ M CHECKPOINT
This series of guestions within ‘f‘}
the chapter reinforces the mate-

rial presented irmmediately be-
fore it. These questions allow
students to “Do” problem mate-

5. What ig the difference between private and public accountans?

6. What are the four bread MNelds of accownting?

T. What is the purpose of an sudil?

8. Distinguish betwesn manageral and Tnancial accounting.

9 What g the difference between axtemal and ntermal users of accounting information?
10. Why are nternal contrals important?

Do Quick Study question: g5 1-5

rial by referencing what they

have just learned. Answers at the end of each chapter will then allow them to “Check” their work, further
supporting the Student Success Cycle. Under each set of Checkpoinis is a reference to the Quick Study ques-
tions (single-topic exercises) available at the end of each chapter. Students can go ahead and try them at this
point. Checkpoint solutions are at the end of the chapter. Quick Study solutions are available on Connect.

Important Tip: Ensure gou mow the foliowing mies as lstmsed in Kxhibi 2.7 befone
meading Chapoer 1. For a helpful leaming tool. meview the following vides by Colin Dodds, an
etucasonal muss video enihoslas:

Wi L b iy b T S O

DECISION INSIGHT
Social responsibility continues to be impor-
tant for students to learn early in their ac-

NEW: IMPORTANT TIPS

Important tip boxes have been incorporated
throughout the text to direct students' attention
to critical concepts that students often miss in
their initial reading of the text.

counting courses. Through the Decision
Insight feature, accounting’s role in ethics
and social responsibility is described by
both reporting and assessing its impact. Re-

@ DECISION INSIGHT

Livbdiaa's

i

W Stoses Do Persatual

Loniow Companies Limited, demifies s upgrade of its IT indiasinactone 35 3 posithe moee 10 &0
afbilp fhe company io dewulep 8 mom preciss ssbmate Theaagh a " systemgenaeted averags
COSL” The COMpany eSTMES “The iMpact of this Invemony measuremont 2nd othor comeersion
diferentos assocmod with implemanation of 2 perpebual ivssntony sgEmem o be 2 £190 milkon
dacmmass b the selus of The imeniony”

lating theory to a real-life situation piques
interest and reinforees active learning.

Aremes—Erid 0 CRB[BT

s DECISION MAKER

W Jer—Ethical

Wl P T IOy Fnager Tor @ rendy erhan sl irneion) merchandie Tour compen
b SSided @ Berus plin hirsed o6 Wl @sour] & G profil sepaorlind is Ul Dl sl
THETS. VOur SSSTIRDr SOt L pr Bred dii giess aeon iboagd chasgng U irventan Ssaling
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o I rigpoihind Sigher pAgll wig FRD. ow ielee Lhis Sropoaind charge wi larly ronaiss yoor
Gongs g wel. Wha do gou resommensT

DECISION MAKER

This feature requires students to make accounting
and business decisions by using role-playing to
show the interaction of judgment and awareness,

EXTEND YOUR KNOWLEDGE (EYK)
Supplementary material has been devel-

as well as the impact of decisions made. Guidance
answers are available at the end of each chapter.

oped to explore some topics in more de-
tail than the textbook can allow. A list of
EYEs relevant to each chapter is pre-
sented at the end of the chapter, alerting

For further shudy on fame doples af redevanss fo (i chaplen pleare see e fillowing Exfend Yoor
Knowledge supplemands

EYK &4 \Work Sneet Democestration

EYK 42 Corporals Supplerse

EYK 43 Sorrevary o Busrsss Anthilies

EYE &4 Examgies of Classified Bolknos Sheets

students to visit Connect if they choose
to delve deeper into the material.

Xiv




PREFACE

FINANCIAL STATEMENTS

Features and assignments that high-
light companies such as WestJet (a
company that provides services) and
Danier (a merchandiser) show ac-
counting in a modern and global con-
text. Because students go directly to
the financial statements of real com-
panies, they remain engaged in the ac-
tive learning process. The audited
annual financial statement section of
these annual reports (with notes to
the financial statements), as well as
those of Indigo Books & Music, and
Telus (without the notes), are repro-
duced at the end of Volume 1. In Vol-
ume 2, the annmual audited financial
statements, excluding notes to the
financial statements, for Westlet,
Danier, Indigo, and Telus are included.

VWVIEST JET &
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Excellence, then,
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End-of-Chapter Material

Fundamental Aceounting Principles sets the standard for guantity and gquality of end-of-chapter material.
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Guidance Answirs 1y CHECHPOINT -c'"{.
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GUIDANCE ANSWERS TO CHECKPOINT

The Checkpoint material throughout the chapter
allows students to pause and check their prog-
ress. This feature reinforces the “Do," “Check,”
and “Apply” steps of the Student Success Cycle.

Glossary

GLOSSARY

All terms highlighted in the chapter are

included.
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ANALYSIS COMPONENT

An analysis component is included in each Mid- and End-
of-Chapter Demonstration Problem, as well as several
Exercises, Problems, and Focus on Financial Statements

DEMONSTRATION PROBLEMS
These problems reinforce the chapter material
and further bolster the Student Success Cycle.

Analyals Componet
Hufer by The Cothenygls Augrest X1, 3HT, firmreial datmments. Whal do eeeh of squity and
diash i e nigpreenc?

questions. These promote critical thinking and give
students opporiunities to practise their analytical skills.

Concept Review Questions
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QUICK STUDY

These single-topic exercises give students a
quick test of each key element in the chapter and
are referenced to Learning Objectives. Answers
to these items are available on Connect.
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CONCEPT REVIEW QUESTIONS
These short-answer questions reinforce the chap-
ter content by Learning Objective.

Quick Study
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PROBLEMS

Problems typically incorporate two or more
concepts. As well, there are two groups of Prob-
lems: A Problems and Alternate or B Problems.
B Problems mirror the A Problems to help im-
prove understanding through repetition.

PREFACE

EXERCISES

Exercises provide students with an additional
opportunity to reinforce basic chapter concepts
by Learning Objective. Note: Selected end-of-
chapter exercises and problems are marked with
this icon: e}eel. These have Excel templates
located on Connect.

Problems
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FOCUS ON FINANCIAL STATEMENTS
Each chapter includes two technical and
analytical questions that incorporate into
the financial statements all major topics
covered up to that point. Additional ques-
tions are available online on Connect.

Critical Thinking Mini Case
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ETHICS CHALLENGE
Each chapter includes at least one Ethics
Challenge to reinforce critical thinking skills
for students and open up discussion about
various ethical topics.

Foeus on Finanecial Statements

FF& 21

Travis MoATISier operaies & sarveyjing oompamg For the Diest few months of the comparg’s life (ihnosgh
Apri). the acoomniing records wee masmalned by an cutside hookieeping service, Arconding o those
recomds, MoATisterts ety Dadrae wies $T5000 a8.0f Aprid 30, To seee on expenses, MoABlsier declded
s ke the nveoeds Birasell, He managed o recond Mag's trensacisrs peoprerly, bl weas 6 bt rosty when
the livs came Lo pevpare Lhe financial steberienls. His st virskon of il bulames shisel and Scame

slatroeend Mol SlcABsier = 4 thal the 4l & loss dering the
iy, ven Lhough e was viry g
L
[ B — 3 2000
Urwarrmd parvegng fees —
Todpl vy ¥ oo |

CRITICAL THINKING MINI CASES

These cases give students the opportunity to ap-
ply critical thinking skills to concepts learned in
the chapter, thus further reinforcing the “Apply®
step of the Student Success Cycle.

New Help Me Solve It tutorials are available on Connect for Larson's Fundamental Ae-

counting Principles. The tutorials guide students through one or two of the more chal-
lenging end-of-chapter problems per chapter, providing them with an engaging visual and

audio walkthrough of the problem.

Help Me
SOLVE IT

il



What's New

The Accounting Standard

We listened! Through extensive reviewing and consultations with the market, we have heard the issues
and concerns instructors like you have about the materials you use to teach introductory financial ac-
counting. Here you will find a list of new changes to specific chapters that our author has made to
ensure the content of Fundamental Accounting Principles remains current and fresh. Whether you are
new to using Fundamental Accounting Principles or new to this edition, you can see that MeGraw-1ill
Education and Larson/Jensen/Dieckmann are setting the accounting standard in Fundamentoel Ae-
counting Principles. We know you'll like what you see.

» Appendix I for Volume 1 includes the complete
annual audited financial statemenits, ineluding
notes to the financial statements, for WestJet and
Danier Leather, as well as the audited financial
statements withou! the notes for Indigo Books &
Music and Telus. Appendix II for Volume 2 in-
cludes the annual andited financial statements,
erciuding notes to the financial staternents, for
WestJet, Danier Leather, Indigo, and Telus.

* Throughout Volumes 1 and 2, the exercises and
problems have been refreshed in terms of num-
bers andfor business name/owner with a focus
on providing relevant company examples to
connect with today's students. Company sce-
narios have been expanded and updated to
provide students with more information and
updated examples to enhance student engage-
ment. Volume 1 end-of-chapter content was re-
vised by Praise Ma of Kwantlen Polytechnic
University, and Volume 2 by Laura Dallas, also
of Kwantlen Polytechnic University.

* Various end-of-chapter exercises/problems
hawve been adjusted to incorporate instructor
and reviewer suggestions.

» The chapter content is IFRS 2014 compliant
throughout Volume [ and IFRS 2015 compliant
throughout Volume 2; IFRS 2014/2015 refer-
ences are included where appropriate.

» The 15th edition includes 14 exciting new
chapter opening vignettes, featuring a range of

wviil

engaging topics, and including inspiring sto-
ries from company startups to success stories
of well-kmown businesses and not-for-profit or-
ganizations. Additionally, Chapter T's vignette
features an analysis titled “What Is Cash?"
outlining the vast array of Canadian pagment
options available today. Nearly all of the
vignettes now include relevant video links for
students to broaden their real-world exposure
to critical business decisions.

Actual businesses used as examples through-
out Volumes 1 and 2 are bolded and highlighted
in magenta at first mention to emphasize inte-
gration of accounting concepts with actual
business practice.

IFRES and ASPE differences are identified at
the end of each chapter.

Important tip boxes have been incorporated
throughout the text to direet students' atten-
tion to critical concepts that students often
miss in their initial reading of the text,

Many new exhibits have been added, including
several new learning summaries to assist stu-
dents in tying together chapter concepts.
Many existing exhibits have been refreshed as
appropriate with updated information.

Several new excerpts have been added to
direct students’ attention to real-company
example disclosures in their most recent
published annual financial statement

reports.



» The number of actual business examples has
increased based on review requests; these
have been bolded and highlighted in magenta
at first mention for emphasis.

* New presentation displays all formulas
students need to pay attention to in purple
boxes.

CHAPTER 9 (FORMER CHAPTER 10)

» New chapter opening vignette featuring
Vancouver International Airport, includes a
Video Link spotlighting YVR's state-of-the-art
Airside Operations Building.

» Updated critical thinking challenge on the
Airside Operations Building at YVR.

» New engaging chapter preview to help stu-
dents understand capital investments in PPE.

» Updated Decision Maker to enhance student
engagement.

» New example of obsolescence, to aid in
student understanding.

* Updated presentation of accounting for ac-
quired buildings versus constructed buildings
to enhance student comprehension.

» Updated mid-chapter and end-of-chapter
Demonstration Problems.

» Updated financial statement excerpts, featur-
ing presentation of Indigo Books & Music Inc.'s
accounting policy and depreciation schedule
for property, plant, and equipment and Microsoft's
presentation and disclosure over intangible
assets.

» Updated coverage of Patents and Copyrights
to reflect current Canadian laws over intellec-
tual property rights.

» New example of acquisition: Shoppers Drug
Mart by Loblaw Companies, Lid. is provided
with example note disclosure to help students
understand accounting for goodwill,

» New Exhibit 9.23: World's Most Valuable
brands.

PREFACE

CHAPTER 10 (FORMER CHAPTER 11)

* New chapter opening vignette spotlighting
Pebble Technology Corp. and its efforts to
raise capital through Kickstarter fundraising
campaigns. Vignette includes video links to
further student engagement.

» Updated excerpt of Second Cup Lid.'s balance
sheet, featuring presentation of current
liabilities.

» New presentation of Exhibit 10.6 featuring
Sales Tax Rates, effective January 1, 2016.

» New Exhibit 10.8: GST-Exempt and Zero-Rated
Products, including an explanation of zero-
rated goods and GST-exempt products.

» New section illustrating collection, payment,
and final remittance of HST.

» New section outlining aceounting for customer
awards/loygalty programs and gift cards.

* Terminology updated from long-term liabilities
to non-current.

» Updated chapter Demonstration Problem,
enhancing student engagement.

CHAPTER 11 (FORMER CHAPTER 12)

* New chapter opening vignette featuring
Canadian-bom start-up Kicking Horse Coffee
incindes video links featuring an interview on
entrepreneurship and expansion into the United
States and an inside look at Kicking Horse Coffee.

* New Critical Thinking challenge.

» Updated terminology from partnership
incomelloss to partnership profit/loss.

» Updated Exhibit 11.10.

CHAPTER 12 (FORMER CHAPTER 13)

* Updated chapter opening vignette features
new video link to Dragon’s Den episode and
CBC interview.

» New Decision Insight features Cara Operations
and its decision to go public.

» New excerpt from Telus Corporation’s finan-

cial statements illustrates disclosure of
declared dividends.

xix
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» New Financial Statement Analysis section for
ROE and book value per share to provide more
real world application context for the chapter
content.

CHAPTER 13 (FORMER CHAPTER 14)

¢ New chapter opening vignette highlights the
history of Apple Inc. from its origins as a tech
start-up to the recent 7:1 stock split, including
a Video Link highlighting what investors
should know about the impact of the Apple
Inc. stock split.

Expanded discussion of stock splits incorpo-
rates an analysis of the impact of the Apple
Ine. stock split to shareholders, enhancing stu-
dent engagement by demonstrating the impact
through investigating the event.

New Financial Statement Analysis section in-
cludes the dividend payout ratio, featuring the
dividend pagout ratio for Telus Corporation
and providing more real-world context for
chapter content.

Removed appendix covering treasury shares

MNew table featuring several examples of clas-
sifying changes to accounting estimates and
accounting policy changes.

CHAPTER 14 (FORMER CHAPTER 15)

» New chapter opening vignette features two ex-
amples of real bond issuance by ZooShare with
different risk profiles; it includes video link help-
ing students to understand the business model of
ZooShare's renewable energy cooperative,

» New example bond issuance for Telus Corpo-
ration to enhance real-world application of the
bond issuance procedures.

» New Decision Insight covering the over-the-
counter trading options for the sale of or deter-
mination of market pricing for corporate
bonds in Canada.

» New example of a bond issuance by Telus
Corp., with the current trading information.

* Updated chapter demonstration example to
illustrate the present value of a premium bond
to enhance student engagement.

* New Important Tip box on calculating bond

interest expense.

New financial statement note excerpt from
WestJet.

Content covering leases, previously in the ap-
pendix, has been moved into the main chapter
with expanded examples to help students un-
derstand the accounting differences for the
lessee and lessor based on the terms of the
lease agreement.

Added Financial Statement Analysis section
for debt to equity Hatio, to provide more real-
world application context for the chapter
content,

CHAPTER 15 (FORMER CHAPTER 16)
* New chapter opening vignette features

Saskatchewan craft brewery start-up Farmery;
it includes video links to CBC Dragon's Den ep-
isode and a CBC interview.

New Exhibits 15.1 and 15.2, financial statement
disclosure excerpts for PMC-Sierra and Indigo,
providing context to students and aiding com-
prehension of chapter topics,

New Exhibit 15.3 highlights an example stock
quote for Spin Master Corp.

Updated Accounting for Investments section
based on IFRS 9.

New Decision Insight box spotlights Bernie
Madoff and Ponzi Schemes (repurposed from
chapter opening vignette in 14th edition).
Updated Investments section based on new

IFRS 9, effective January 1, 2018, Terminology
is updated to reflect new standards.

New Exhibit 15.7, Accounting for Investments
Summary Chart, outlines the key issues of
accounting for strategic and non-strategic
investments and corresponding journal entries
and financial statement presentation.

CHAPTER 16 (FORMER CHAPTER 17)
s New chapter opening vignette features Butter

Avenue patisserie and includes Video Link for
students to learn more about the company.



» New Decision Insight on top 10 cash flow man-
agement tips for small businesses,

* Coverage of direct method of cash flow state-
ments moved from appendix into main chapter
with an emphasis on the key differences and
similarities between the direct and indirect
methods highlighted through Important Tip
boxes to aid student comprehension.

New financial statement excerpt provides an
example cash flow statement for Brick
Brewing Corapany Ltd. to help students under-
stand the real-world application of the material.
New summary chart (Exhibit 16.14) provides
key information to students on preparing a
cash flow statement and highlighting key dif-
ferences between direct and indirect methods
of statement of cash flow.

Mid-Chapter Demonstration Problem and Dem-

PREFACE

student interest and demonstrate real world
applicability.

New introductory section focussing on the
basics of analysis encourages students to per-
form a more holistic approach to their analysis
and provides a brief overview of tools such as
PESTLE, SWOT, and Porter's Five Forces,

New terminology: acid-test ratio is referred to
as the quick ratio.

Formulas requiring memorization are high-
lighted in purple boxes and key rules of thumb
and commentary on favourable versus unfa-
vourable results have been added to help stu-
dents in interpreting their results.

APPENDIX 1
* All rates (i.e., EI, CPP, Provincial Tax, Federal

Tax} are updated to 2015,

onstration Problem now feature both direct
and indirect methods.

APPENDIX Il

* Includes annual audited financial statements
{excluding notes to the financial statements)
for WestJet, Danier Leather, Telus Corporation,

CHAPTER 17 (FORMER CHAPTER 18)
* New chapter opening vignette features Lulule-

mon Athletica Inc. and analyzes its growth
from inception to a $1.8 billion company, pro-
viding analysis of its profit and gross margins
and analyzing its key success factors.
Financial statement analysis is illustrated with
a more detailed and engaging example, in-
cluding heightened company detail to capture

and Indigo Books & Music. (See Volume 1 for
WestJet and Danier audited financial state-
ments with notes.)

APPENDIX Il
» Sample chart of accounts updated to reflect

textbook content.
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Market Leading Technology
@ connect

MeGraw-Hill Connect® is an award-winning digital teaching and learning platform that gives students
the means to better connect with their coursework, with their instructors, and with the important eon-
cepts that they will need to know for success now and in the future. With Connect, instructors can take
advantage of MeGraw-Hill's trusted content to seamlessly deliver assignments, quizzes, and tests online.
MeGraw-Hill Connect is the only learning platform that continually adapts to each student, delivering
precisely what they need, when they need it, so class time is more engaging and effective. Connect makes
teaching and learning personal, easy, and proven.

SMARTBOOK®

As the first and only adaptive reading experience, SmartBook is changing the way students read and
learn. SmartBook creates a personalized reading experience by highlighting the most important con-
cepts a student needs to learn at that moment in time, As a student engages with SmartBook, the reading
experience continuously adapts by highlighting content based on what each student knows and doesn't
know. This ensures that he or she is focused on the content needed to close specific knowledge gaps,
while it simultaneously promotes long-term learning.

CONNECT INSIGHT®

Connect Insight is Connect’s new one-of-a-kind visual analytics dashboard—now available for instructors—
that provides at-a~glance information regarding student performance, which is immediately actionable. By
presenting assignrment, assessment, and topical performance results together with a time metriec that is easily
visible for aggregate or individual results, Conmect Insight gives the instructor the ability to take a just-indime
approach to teaching and learning, which was never hefore available. Cornect Insight presents data that and
helps instructors improve class performance in a way that is efficient and effective,

SIMPLE ASSIGNMENT MANAGEMENT
With Connect, creating assignments is easier than ever, so instructors can spend more time teaching and
less time managing.

» Assign SmartBook learning modules

» [nstructors can edit existing questions and ereate thelr own questions

* Draw from a variety of text-specific questions, resources, and test bank material to assign online

» Streamline lesson planning, student progress reporting, and assignment grading to make classroom
management more efficient than ever

SMART GRADING
When it comes to studying, time is precious. Connect helps students learn more efficiently by providing
feedback and practice material when they need it, where they need it.
» Antomatically score assignments, providing students immediate feedback on their work and compar-
isons with correct answers
* Access and review each response, manually change grades, or leave comments for students to review
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» Track individual student performance—by question or assignment, or in relation to the class overall—
with detailed grade reports.

* Reinforce classroom concepts with practice tests and instant quizzes.

» Integrate grade reports easily with Learning Management Systems including Blackboard, D2L, and
Moodle.

INSTRUCTOR LIBRARY
The Connect Instructor Library is a repository for additional resources to improve student engagement in and
out of the class. It provides all the critical resources instructors need to build their course. Instruetors can
» Access Instructor resources
* View assignments and resources created for past sections

» Post their own resources for students to use

Instructor Resources

Instructor supplemenis are available within Connect.

SOLUTIONS MANUAL

Fundamenial Accounting Principles continues to set the standard for accuraey of its problem material.
The Solutions Manual has been revised by Praise Ma, Kwantlen Polytechnic University (Volume 1) and
Laura Dallas, Kwantlen Polytechnie University (Volume 2). Additional accuracy checking was provided
by Rhonda Heninger, SAIT Polytechnic, Elizabeth Hicks, Douglas College, and Michelle Young, CPA.
Available in both Microsoft Word and PDF format, solutions for all problem material are included.

COMPUTERIZED TEST BANK

The test bank has been revised and technically checked for accuracy to reflect the changes in the Fifteenth
Canadian Edition. Carol Tristani, Mohawk College, revised the test bank for this edition. Grouped accord-
ing to Learning Objective, difficulty level, and by level of Bloom's Taxonomy, the questions in the comput-
erized test bank include true/false, multiple choice, matching, short essay, and problem material.

POWERPOINT® PRESENTATIONS
These presentation slides, revised by Betty Young, Red River College, are fully integrated with the text to
visually present chapter concepts.

INSTRUCTOR'S MANUAL

The Instructor's Manual, revised by Denise Cook, Durham College (Volume 1) and Joe Fidutti, Durham
College (Volume 2), cross-references assignment materials by Learning Objective and also provides a
convenient chapter outline,

FOCUS ON FINANCIAL STATEMENTS

These include technical and analytical questions that incorporate major topics covered. These, and ac-
companying solutions in the Solutions Manual, have been revised by Stephanie Ibach, MacEwan Univer-
sity. Two additional Focus on Financial Statement exercises for each chapter are included on Connect.

EXTEND YOUR KNOWLEDGE
This supplemental material has been developed to delve into more detail for specific topics. These have
been revised by Stephanie Ibach, MacEwan University.

il
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EXCEL TEMPLATE SOLUTIONS
Solutions to the problems using Excel teraplates are available for instructors. These have been revised by
lan Feltmate, Acadia University.

IMAGE BANK
All exhibits and tables displayed in the text are available for your use, whether for creating transparen-
cies or handouts, or customizing your own PowerPoint presentations.

Other Supplements for Students

WORKING PAPERS

Available for purchase by students, printed Working Papers for Volumes 1 and 2 match the end-of-chapter
material. They include papers that can be used to solve all of the Quick Study questions, Exercises, and A
and B Problem sets. The Working Papers for the Fifteenth Canadian Edition have been revised by Praise
Ma, Kwantlen Polytechnic University (Volume 1) and Laura Dallas, Kwantlen Polytechnic University
{Volume 2). Additional technical checking was completed by Michelle Young.

Superior Learning Solutions and Support

The MeGraw-Hill Education team is ready to help instructors assess and integrate any of our products, tech-
nology, and services into your course for optimal teaching and learning performance. Whether it's helping
your students improve their grades, or putting your entire course online, the McGraw-Hill Education team is
here to help gou do it. Contaet your Learning Solutions Consultant today to learn how to maximize all of
MeGraw-Hill Education’s resources.

For more information, please wvisit us online: http:/www.mheducation.ca/highereducation/
educators/digital-solutions

Developing a Market-Driven Text

The success of this text is the result of an exhaustive process, which has gone begond the scope of a single
edition. Hundreds of instruetors and educators across the country have been involved in giving their feedbaclk
to help develop the most successful accounting fundamentals text in the country. We owe thanks to all of
those who took the time to evaluate this texthook and its supplemental products.

Joan Baines Red River College Rod Deleourt Algonguin College
Les Barnhouse Grant MacEwan University Kevin deWolde University of the Fraser Valley
Maria Belanger Algongquin College Han Donker University aof Northern British
Robert Briggs New Brunswick Communitfy Columbia
College David Fleming George Brown College
Lewis Callahan Lethbridge College Brent Groen University of Fraser Valley
Barb Chapple 8t Clair College Kerry Hendricks Fanshawe College
Shiraz Charania Langara Coliege Rhonda Heninger Southern Alberta Institute of
Denise Cook Durham College Technology
Derek Cook Oianagan College Elizabeth Hicks Douglas College
Heather Cornish Northern Atherta Institute of Darcie Hillebrand Copilano University
Technology Gwen Hoyseth Grande Prairie Regional College
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Yvonne Jacobs Collage of the North Atlantic Doug Ringrose Grant MacEwan University
Lauren Kirgchuk Bow Valley College Pina Salvaggio Dawson College

Laurette Korman Kuwantlen Polytechnic University  David Scott Niagara College

Michelle Nicholson — Okanagan College Glen Stanger Douglas College

Tariq Nizami Champlain Regional College Doug Thibodean Nova Scotin Community College
Joe Pidutti Durham College Peggy Wallace Trent University

Traven Reed Canadore College Patricia Zima Mohawk College

James Reimer Lethbridge College

Fundamental Accouniing Principles continues to set the bar in terms of its leading-edge approach to
educating today's students through outstanding quality, dependable accuracy, and state-of-the-art sup-
plemental resources,

This has been possible only because of the outstanding efforts and contributions of a dedicated team of
exceptional individuals. I owe many thanks to their expertise and commitment as it was extensively drawn
upon during the process of writing this textbook. Particular thanks go out to Maria Belanger, Shannon Butler,
Denise Cook, lan Feltmate, Rhonda Heninger, Elizabeth Hicks, Stephanie Ibach, Joe Pidutti, Don Smith, Carol
Tristani, Betty Young, and Michelle Young. A big thanks to the many entrepreneurs, financial experts, and
business owners who devoted their precious time to making our chapter opening vignettes compelling and
captivating. Thanks also to our brilliant illustrator, Rachel Idzerda (www.rachelidzerda.com), for sharing our
vision and for her tireless efforts in erafting our cover illustration with creativiny and vibrant energy. A special
thanks to my close friends and colleagues Praise Ma and Laura Dallas for approaching the project with a fresh
perspective. Their inmovative spirits and their outstanding dedication ensure the end-of-chapter questions are
accurate, relevant, and engaging for today’s students. I am thankful to MeGraw-ill Hyerson's exceptional
team, including Rhondda MeNabb, Joy Armitage Taylor, Keara Emmett, Sarah Fulton May, Jessica Barnoski,
and freelance copyeditor Karen Rolfe, who have been exceptionally responsive, supportive, and dedicated to
producing a phenomenal product.

[ am incredibly appreciative to my colleagues across Canada and current and past students who have
inspired enhancements for this edition. Their knowledge and expertise in identifying student learning
hurdles in the classroom and suggestions for enhancing student comprehension are invaluable in our con-
tinuous improvement initiative to maintain this textbook as the industry standard.

With heartfelt appreciation,
Heidi Dieckmann
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Property, Plant, and
Equipment and Intangibles

Chapters 7 and 8 focused on current assets: cash, cash equivalents, and receivables. We explained why they are
known as liquid assets and described how companies account and report for them.

This chapter introduces us to non-current assets. We explain how to account for a non-current asset's initial cost, the
allocation of an asset's cost to periods benefiting from it, the recording of additional costs after an asset is pur-
chased, and the disposal of an asset.

Fhoto Courtesy of Vancouver Interrational Alqport and Larny Goldsten.

LEARNING OBJECTIVES

LO1  Describe property, plant, and equipment (PPE) and calculate their cost.

LOZ  Explain, record, and calculate depreciation using the methods of straight-line, units-of-production, and double-
declining-balance.

LO3  Explain and calculate depreciation for partial years.
LO4 Explain and calculate revised depreciation.
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LOS Explain and record impairment losses.

LO&  Account for asset disposal through discarding, selling, or exchanging an asset.
LOY  Account for intangible assets and their amortization.

*Appendix 9A

LO8 Explain and calculate revised depreciation when there is a subsequent capital expenditure that creates partial-
period depreciation.

Vancouver International Airport—Canadian Leaders in
Customer Experience and Innovation

Vancouver Airport Authority is a8 community-based, not-for-profit organization that manages Vancouver
International Airport (YVR). Since its inception in 1992, the Airport Authority has experienced an incredible his-

tory of growth, innovation, and leadership along with industry excellence.

Canada’s second-busiest airport. YVR served more than 19 million passengers in 2014, with 53 airlines con-
necting people and businesses to more than 110 non-stop destinations worldwide. The Airport Authority contin-

ues to build a world-class, sustainable airport to fulfill its mission to connect British Columbia to the world.

¥VR was voted Best Airport in Morth America for the sixth consecutive year, and Best Airport in the World
for its size category of 10 to 20 million passengers, in the 2015 Skytrax World Airport Awards, the global bench-
mark of airpoert excellence. YVR is the only airport to have ever received this honour for six consecutive years.
“This award is a powerful testament to the commitment of the YWR community—24.000 strong—to go beyond.

every day,” said Craig Richmond, president & CEQ, Vancouver Airport Authority.

The Airport Authority reinvests all earnings into airport operations and development. The Airport Authority
continues to ensure airport operations are optimized through its 10-year, $1.8 billion capital plan to upgrade
terminal facilities and infrastructure, including hundreds of metres of moving walkways and high-speed bag-

gage systems, with a focus on decreasing connection times between international and domestic flights.

¥VR's new, state-of-the-art Airside Operations Building (AQB) opened in winter 2014. The AOB replaced the
existing 50-year-old fire hall and consolidated all airside operations, from emergency response to snow removal,

into one, central airside location. The AOB is 117,101 square feet, slightly smaller than seven hockey rinks.

In addition to terminal and airside improvements, the Airport Authority formed a joint venture with
McArthurGlen Group to develop Greater Vancouver's first luxury designer outlet, which opened in summer 2015.
¥VR also recently launched an innovative solution to passenger flow issues—BorderXpress Automated
Passport Control (APC) kiosks. These kiosks are able to efficiently process passengers through customs based on
self-serve, touchscreen prompts, significantly reducing passenger wait times. Since its product launch in
September 2013, YVR has successfully deployed more than 600 BorderXpress kiosks in over 23 international

airports across Canada, the United 5tates, and the Caribbean, serving over 20 million travellers.

With continued investment in capital assets, the Airport Authority has developed policies and procedures to
ensure they are captured effectively in its accounting records. In its 2014 audited consolidated financial state-
ments, the Airport Authority reported net capital assets of $1.83 billicn, representing 85.6% of total assets. Major
categories include buildings and structures, runways, rapid transit infrastructure, machinery and equipment,
furniture and fixtures, computer equipment and systems, construction in progress, and the Airport Authority’s
impressive art collection. Based on the significant accounting policies, capital assets are amortized on a straight-
line basis, at cost |ess estimated salvage value, over a period not exceeding the estimated useful lives. Capitalized
costs include the purchase price and acquisition and construction costs such as "installation costs, design and
engineering fees, legal fees, survey costs, site preparation, transportation charges, labour, insurance and duties.”

From new buildings to improved infrastructure and innovative services, the Airport Authority is committed

to creating an airport that British Columbia can be proud of—a premier global gateway.

Sourees wawLLE
Video Link: nttps:few youtube comiwatchiv=1x560bqgSEVM
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You are asked by the CFO of YVR to evaluate the newest capital asset, the
Airside Operations Building at YVR, and to break it into major components
for depreciation purposes. Identify at least five major components and
determine an expected life for each of those components.

CHAPTER PREVIEW

Why do companies like Facebook Ine. and Google Inc. have less than 20% of total assets in PPE while
other companies like WestJet and Air Canada have over 50% of total assets invested in PPE? The
difference is that airlines are eapital intensive and technology companies require a greater investment in
research and development. Property, plant, and equipment and intangible assets are often the key areas
requiring investment of capital resources for newly established businesses. Over time, the major assets
held in this category require repairs, improvements, and replacements with newer, more efficient assets
or more physical capacity due to expansion. As the items held in this category are material in relation to
their total assets, it is essential that we are cautious to effectively capture the initial costs on the balance
sheet and subsequently record the usage of these assets on the income statement as an expense, referred
to as depreciation expense, in the period the asset is utilized.

This chapter focuses on non-current assets used in the operation of a

: ; 2 b Student Success Cpcle
business: property, plant, and equipment and intangible assets. Property, A
plant, and equipment represent a major investment for most companies ﬁ
and make up a large portion of assets on the balance sheet. They also af- ”
fect the income statement because their costs are charged to depreciation ewly / ynﬂ.,...
expense, often one of the largest expenses on the income statement. This ~ “ra 5 e
chapter will describe the purchase and use of these assets. We also ex- /{
plain what distinguishes property, plant, and equipment assets from other .
types of assets, how to determine their cost, how to allocate their costs to
periods benefiting from their use, and how to record their disposal.

Thech your ardwers

Property, Plant, and Equipment (PPE)

m Describe property, plant, and equipment (PPE) and calculate their cost.
MNon-current assets that are used in the operations of a business and have a useful life of more than one
accounting period are divided into three groups:

1. Tangible assets known as property, plant, and equipment’

2. Intangible assets”

3. Goodwill®

Property, plant, and equipment (PPE), sometimes referred to as capital assets or fixed assets, in-
cludes land, buildings, equipment, machinery, and leasehold improvements. For instance, WestJet's
52,793,194 of net PPE as at December 31, 2014, includes aircraft, ground property and equipment, spare
engines and parts, buildings, and leasehold improvements as shown in the financial statements located in

1 IFRS 2015, 145 16,
2 |FRS 2015 IAS 38.

3 Goodwlll is an assat representing the future economic benefits arising from other assets acquired in a business combination that are not
individually identified and separately recognized.
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Appendix II. Intangible assets lack physical substance and include patents, copyrights, leaseholds,
drilling rights, and trademarks and are discussed in a later section of this chapter.

For many businesses, PPE make up the single largest asset category on the balance sheet. For ex-
ample, on its September 28, 2014, balance sheet, Starbucks Lid. shows total assets of $10.75 billion with
net PPE comprising $3.52 billion of this amount. Telus Corporation reported $8.4 billion of net prop-
erty, plant, and equipment at December 31, 2013, representing 39% of total assets.

PPE are set apart from other assets by two important features:

1. These assets are used in business operations to kelp generate revenue. This makes them differ-
ent from inventory, for instance, which is an asset that is not wsed in operations but rather held
for the purpose of resale. A company that purchases a computer for the purpose of selling it
reports the computer on the balance sheet as inventory. But if the same company purchases
this computer for use in operations, it is classified as PPE.

2. PPE are in use and provide benefits for more than one accounting period. This makes PPE
different from current assets such as supplies that are usually consumed soon after they are
placed in use. The cost of current assets is assigned to a single period as they are used.

Accounting for PPE reflects these two important features. We must initially record the cost of each PPE
item (balance sheet focus) and allocate its estimated period cost to each appropriate period benefiting
from its use (income statement focus) in the manner in which the asset is consumed/used.

Exhibit 8.1 shows the three main accounting issues with PPE. They are:

1. Calculating and accounting for the initial and subsequent costs of PPE

2. Allocating the costs of PPE against revenues for the periods they benefit in the manner in
which the asset is consumed/used

3. Hecording the disposal of PPE

This chapter focuses on the decisions and factors surrounding these three important issues.

EXHIBIT 2.1

Issues in Accounting for PPE

D Peiha_|/ Dragmatime. comy/ GetStock. oom D ethgearadvertsing, Dreamsatime.comy & Hartphatography, Dreamstime. com’
GetStock.com GetStock.com

-
=

Decling in book value over service life

L L

Acquisition Use Disposal
= Calculate initial cost = Account for subsequent costs * Record disposal
= Allocate cost to periods benefited

=1



