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A provision for payment discounts and product return allowances is recorded as a reduction of sales in the
same period the revenue is recognized. Closely related to predictive value is confirmatory value. These sample
display houses are assets because they represent rights to future service potentials or economic benefits. All of
these qualities are defined in the textbook. Before you make a decision in this matter, please call me. CA Time
30â€”35 minutes Purposeâ€”to provide the student with the opportunity to discuss the cost constraint. False
â€” An implicit assumption is that users need reasonable knowledge of business and financial accounting
matters to understand the information contained in the financial statements. Distributions to owners. Economic
entity assumption. However, I think that basing an investment decision on these financial statements would be
unwise because they are neither relevant nor representationally faithful. At one time, only net income was
reported but over time we have evolved to the present reporting format. Relevance and faithful representation
are the primary qualities leading to this decision usefulness. We are evaluating the impact, if any, that the
standard will have on our financial statements. When the customers pays for the annual subscription, the
company has a performance obligation a liability â€” Unearned Revenue that is satisfied over time as
magazines are published and delivered to customers. In this case, there appears to be a high uncertainty that
the company will have to pay. Comprehensive income also possible would be revenues and gains. Trade
promotions, consisting primarily of customer pricing allowances, merchandising funds and consumer coupons,
are offered through various programs to customers and consumers. Examples of expenses that are usually
recognized by associating cause and effect are sales commissions, freight-out on merchandise sold, and cost of
goods sold or services provided. Judgment is required in determining the optimum trade-off between relevance
and understandability. The matching of losses to specific revenue should not be attempted because, by
definition, they are expired service potentials not related to revenue produced. If unit sales and selling prices
are uniform over the life of the sample, a satisfactory matching of costs and revenues may be achieved if the
straight-line amortization procedure is used. Information about the impact of general and specific price
changes may be highly relevant but not understandable by all users. Relevant information helps users to make
predictions about the outcomes of past, present, and future events, or to confirm or correct prior expectations.
It should be emphasized that it is not a violation of the measurement principle historical cost principle to use
the fair value of the stock. In this way, they can avoid the cost of providing information that is not demanded
by its users. We will adopt the standard on July 1,  Generally, the expense recognition principle requires that
the revenue recognized and the expenses incurred to produce the revenue be given concurrent period
recognition in the accounting records. This allocation would be similar to the units-of-production method of
depreciation and would result in a good matching of costs with revenues. The revenue includes shipping and
handling costs, which generally are included in the list price to the customer.


