"Double-Entry" Journal: Chapter 13 – Current and contingent liabilities

Follow the instructions given in the Income Statement Double Entry Journal 
1. Types of Liabilities

a. Amount known - contractual obligation

b. Amount unknown – contractual obligation 

c. Contingencies – no contractual obligation

Briefly describe each of the three types of liabilities and give an example for each of them.

Liabilities with amount known - contractual obligation

Payroll:  Work E 13-6
a. Current portion of long-term debt
b. Current portion of long-term debt expected to be refinanced 

Briefly describe the difference between (a) and (b), the proper location of each on the balance sheet, and what conditions must be met for a liability to qualify for (b) treatment.

Explain why (a) and (b) are treated differently.

Work E 13-4
Liabilities with amount unknown – contractual obligation

Examples:

Warranties

Premiums, coupons

Frequent flyer miles

Asset Retirement Obligations
What are some of the accounting (and other) issues that arise in connection with these topics? 

How are these issues resolved? Be specific.

Work E13; 14; P 2; 13; 
Contingent Liabilities (FAS 5)

Under FAS 5, contingent liabilities fall into three categories and are treated differently.  Briefly explain what these categories are, and what the required treatment is in each case. 

Environmental liabilities – Superfund legislation (CERCLA)

Refer to: Emerging Issues Task Force No. 93-5 (EITF 1993) On the FARS CD

Summary of Statement of Position 96-1)

http://www.aicpa.org/pubs/tpcpa/feb97/297pcpa3.htm
(you will need to scroll down for a bit until you reach info on SOP 96-1)

In October 1996, AcSEC issued SOP 96-1, Environmental Remediation Liabilities, which provides accounting guidance for the recognition, measurement, display, and disclosure of environmental remediation liabilities. The provisions of the SOP are effective for fiscal years beginning after December 15, 1996. SOP 96-1 requires that environmental remediation liabilities be accrued when the criteria in FASB Statement No. 5 are met, and includes benchmarks to aid in the determination of when environmental remediation liabilities should be recognized in accordance with FASB Statement No. 5. Examples of such benchmarks are the identification of an entity as a potentially responsible party and the completion of a feasibility study. SOP 96-1 also requires that the accrual for environmental remediation liabilities include the incremental direct costs of the remediation effort and the costs of compensation and benefits for employees who are expected to devote a significant amount of time directly to the remediation effort, to the extent of the time expected to be spent directly on the remediation effort.  is believed that many small practitioners think environmental liabilities affect only very large companies and not their clients. However, environmental liability is an issue for small local businesses such as dry cleaners or gas stations. Make sure to read the article: http://www.aicpa.org/pubs/jofa/mar2000/dsouza.htm
Work P 13-12; Professional simulation (p 667)

Work case 13-6

