
intermediate accounting chapter 17
solutions
intermediate accounting chapter 17 solutions are a critical resource for students
navigating the complexities of financial accounting. This chapter typically delves into
crucial topics such as leases, pensions, and earnings per share, all of which present unique
calculation and reporting challenges. Understanding these concepts is vital for accurately
interpreting financial statements and making informed business decisions. This
comprehensive guide aims to provide clarity and support by exploring common difficulties
students encounter and offering insights into effective solutions for intermediate accounting
chapter 17. We will break down key accounting treatments, explain the underlying
principles, and highlight strategies for mastering these essential topics.

Understanding the Core Concepts of Intermediate
Accounting Chapter 17

Intermediate accounting chapter 17 is a cornerstone of financial accounting education,
covering subjects that require a deep understanding of accounting principles and their
application. Mastering these topics is essential for aspiring accountants and anyone
involved in financial analysis. The chapter's content is designed to build upon foundational
accounting knowledge, introducing more sophisticated accounting treatments for complex
financial instruments and transactions.

Lease Accounting: A Comprehensive Overview

Lease accounting is a significant component of chapter 17. The evolution of lease
accounting standards, particularly the shift towards recognizing most leases on the balance
sheet, has fundamentally changed how companies report their lease obligations. Students
often grapple with distinguishing between finance leases and operating leases under
current standards, understanding the recognition and measurement criteria for each, and
correctly calculating lease payments and the associated lease liability and right-of-use
asset. The amortization of the right-of-use asset and the recognition of interest expense on
the lease liability are also key areas requiring careful attention. Understanding the impact
of lease modifications and subleases further adds to the complexity.

Pension Accounting: Navigating Defined Benefit Plans

Pension accounting, especially concerning defined benefit plans, presents another intricate
area within intermediate accounting chapter 17. This section requires a thorough grasp of
actuarial concepts, the determination of pension expense, and the appropriate reporting of
pension obligations and plan assets. Key elements include understanding the calculation of



the funded status of the plan, the recognition of prior service cost and actuarial gains or
losses, and the various components that make up net periodic pension cost. The accounting
for settlements and curtailments of pension plans also demands precise application of the
relevant accounting rules.

Earnings Per Share (EPS): Calculating Diluted and Basic
EPS

Earnings per share (EPS) is a critical metric used to assess a company's profitability on a
per-share basis. Chapter 17 typically dedicates substantial attention to the calculation of
both basic and diluted EPS. Basic EPS is relatively straightforward, involving the division of
net income available to common stockholders by the weighted-average number of
outstanding common shares. However, diluted EPS introduces the complexity of potential
dilutive securities such as convertible bonds, convertible preferred stock, and stock options.
Students must learn how to identify these dilutive instruments, adjust net income and the
weighted-average number of shares for their assumed conversion, and understand the "if-
converted" method and treasury stock method. The antidilution provision is another
important aspect to consider when calculating diluted EPS.

Key Challenges and Solutions for Intermediate
Accounting Chapter 17

Students frequently encounter specific challenges when working through the material in
intermediate accounting chapter 17. Identifying these common stumbling blocks and
understanding effective strategies for overcoming them is crucial for academic success.

Mastering Lease Calculations and Journal Entries

One of the primary hurdles in lease accounting is accurately performing the necessary
calculations and recording the correct journal entries. This involves determining the present
value of lease payments, which requires selecting an appropriate discount rate. For finance
leases, the initial recognition involves debiting the right-of-use asset and crediting the lease
liability. Subsequent measurement includes recognizing interest expense and amortization
expense. For operating leases, the right-of-use asset is amortized on a straight-line basis,
and lease expense is recognized over the lease term. Students need to practice numerous
examples to solidify their understanding of these procedures.

Deconstructing Pension Expense Components

Understanding the individual components of pension expense is vital for accurate pension



accounting. The net periodic pension cost includes several elements: service cost, interest
cost, expected return on plan assets, amortization of prior service cost, and amortization of
actuarial gains and losses. Students often find it challenging to properly calculate and
account for each of these components. The use of actuarial assumptions, such as the
discount rate, expected rate of return on plan assets, and rate of compensation increase,
significantly impacts the pension expense. Understanding the impact of these assumptions
and how they are applied in the calculations is key.

Simplifying Diluted EPS Calculations

The calculation of diluted EPS can seem overwhelming due to the various types of dilutive
securities and their complex effects. A systematic approach is essential. First, identify all
potential dilutive securities. Second, apply the "if-converted" method for convertible
securities and the treasury stock method for stock options and warrants. Third, calculate
the incremental effect on earnings per share for each security. Finally, rank the securities
by their dilutive effect and apply them in order until all dilutive securities are included or no
further dilution occurs. Practicing with various scenarios and understanding the specific
rules for each type of security will simplify this process.

Resources for Intermediate Accounting Chapter
17 Solutions

Accessing reliable resources is fundamental for students seeking to understand and solve
problems related to intermediate accounting chapter 17. A variety of tools and materials
can aid in this process.

Textbook Examples and End-of-Chapter Problems

The primary and most important resource for intermediate accounting chapter 17 solutions
lies within the textbook itself. Carefully reviewing the solved examples provided in the
chapter offers a clear illustration of how to apply accounting principles to specific scenarios.
Equally important are the end-of-chapter problems. Working through these problems, even
without immediate access to solutions, helps solidify understanding and identify areas of
weakness. Many textbooks provide detailed solutions or explanations for selected
problems, which can be invaluable for self-assessment.

Online Learning Platforms and Study Guides

Numerous online learning platforms and study guides offer supplementary materials for
intermediate accounting. These resources often provide video explanations of complex
topics, additional practice problems with detailed solutions, and interactive quizzes to test



comprehension. Websites dedicated to accounting education frequently feature articles and
tutorials specifically addressing the challenges of chapter 17 topics, such as lease
accounting or pension calculations. These platforms can offer alternative explanations and
different approaches to problem-solving.

Instructor Support and Study Groups

Never underestimate the value of your instructor and peers. Attending office hours to ask
specific questions about intermediate accounting chapter 17 solutions is highly
recommended. Instructors can provide personalized guidance and clarify any
misunderstandings. Forming or joining study groups with classmates can also be incredibly
beneficial. Discussing problems, explaining concepts to each other, and collectively working
through solutions fosters a deeper understanding and provides diverse perspectives on how
to approach complex accounting tasks.

Frequently Asked Questions

What are the key differences in revenue recognition
treatment under ASC 606 for a long-term construction
contract compared to a typical sale of goods?
Under ASC 606, long-term construction contracts often recognize revenue over time (as
performance obligations are satisfied) using methods like percentage-of-completion,
whereas a sale of goods typically recognizes revenue at a point in time when control
transfers to the customer. The key lies in whether the customer receives and controls
distinct goods or services throughout the contract or at a specific point.

How does the concept of 'control' impact revenue
recognition for bundled contracts (e.g., hardware and
software)?
Control is paramount. For bundled contracts, companies must assess whether the customer
obtains control of each distinct good or service separately or if they are part of a single
performance obligation. Revenue is recognized when control transfers for each distinct item
or the overall bundle, influencing the timing and amount of revenue recognized.

What are the implications of contract modifications on
revenue recognition under ASC 606?
Contract modifications can be treated as a separate contract, a termination of the old
contract and creation of a new one, or as a modification to the existing contract. The
accounting treatment depends on whether the modification adds distinct goods or services
and the price changes are commensurate with the standalone selling prices of the added



items.

Explain the 'standalone selling price' and its
significance in allocating transaction price to
performance obligations.
The standalone selling price is the price at which a company would sell a promised good or
service separately to a customer. It's crucial for allocating the total transaction price to
each distinct performance obligation within a contract. If standalone selling prices are not
readily observable, companies use estimation methods like adjusted market assessment,
expected cost plus a margin, or residual approach.

What are the disclosure requirements related to
revenue recognition under ASC 606, and why are they
important for investors?
ASC 606 mandates extensive disclosures, including information about revenue
disaggregated by category, performance obligations, significant judgments made (like
identifying performance obligations, estimating variable consideration, and determining
standalone selling prices), and contract assets/liabilities. These disclosures provide
transparency and allow investors to understand the company's revenue streams, future
revenue potential, and the judgments impacting reported revenue.

Additional Resources
Here are 9 book titles related to intermediate accounting chapter 17 solutions, each
beginning with and using for emphasis where appropriate:

1. Intermediate Accounting: Principles and Applications
This comprehensive textbook delves into the core concepts of accounting, including the
specific topics typically covered in Chapter 17, such as leases or income taxes. It provides
detailed explanations, examples, and practice problems designed to solidify understanding.
Students will find the solutions within this text invaluable for mastering complex journal
entries and financial statement presentations.

2. Accounting Made Easy: A Focus on Leases
This accessible guide specifically targets the intricacies of lease accounting, a common
subject in intermediate accounting's Chapter 17. It breaks down the relevant standards and
pronouncements into digestible sections with clear illustrations. The inclusion of step-by-
step solutions to common lease scenarios will greatly assist learners in navigating this
challenging area.

3. Understanding Financial Statement Analysis: With Chapter 17 Insights
While broader in scope, this book offers critical insights into how accounting treatments
discussed in Chapter 17, such as deferred taxes or pensions, impact the overall financial
health of a company. It explains how to interpret these elements and their implications for
investors and creditors. The provided solutions demonstrate the practical application of



these concepts in real-world analysis.

4. Advanced Accounting Concepts: Chapter 17 Relevance
This text explores more complex accounting topics, often building upon the foundation laid
in intermediate accounting. It specifically addresses how Chapter 17 principles integrate
with more sophisticated financial reporting issues. The solutions within this volume
highlight the advanced application of these foundational concepts and their impact on
consolidated financial statements.

5. Working Through Accounting Problems: Chapter 17 Solutions Included
Designed as a supplementary resource, this workbook provides a wealth of practice
problems that mirror those found in intermediate accounting textbooks. It places particular
emphasis on the types of questions and calculations typically encountered in Chapter 17.
The detailed solutions are crucial for self-study and reinforcing learned material.

6. The CPA Exam Study Guide: Intermediate Level Emphasis on Chapter 17
This guide is specifically tailored for aspiring CPAs, focusing on the areas most likely to
appear on the exam. It dedicates significant attention to the topics covered in Chapter 17 of
intermediate accounting, offering clear explanations and targeted review. The inclusion of
solved problems ensures candidates are well-prepared to tackle similar questions in their
exam.

7. Principles of Auditing: Navigating Chapter 17 Transactions
This auditing text examines how auditors assess the fairness of financial statements, with
specific attention paid to accounts and transactions covered in Chapter 17. It explains the
audit procedures and evidence required to verify the accuracy of complex accounting
treatments. The case studies and solutions demonstrate how auditors approach these
challenging areas.

8. Financial Reporting Standards: A Deep Dive into Chapter 17 Topics
This book provides an in-depth analysis of the various financial reporting standards relevant
to intermediate accounting. It zeroes in on the specific pronouncements and interpretations
that define the accounting for subjects commonly found in Chapter 17. The detailed
examples and their corresponding solutions offer practical guidance on applying these
complex rules.

9. Managerial Accounting Applications: Impact of Chapter 17 Decisions
While primarily focused on internal decision-making, this text explores how managerial
accounting utilizes information derived from external financial reporting, including the
complexities of Chapter 17. It demonstrates how decisions made regarding leases or
deferred tax liabilities can affect a company's operational strategies. The solutions illustrate
the interconnectedness of financial reporting and management.
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