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Financial Accounting 2

The content outlines presented below represent the body of knowledge that will be covered on the Financial
Accounting 2 examination of the Certified International Professional Accountant program. The outline may be
changed in the future when new subject matter becomes part of the common body of knowledge. Candidates
for the CIPA designation are required to pass Financial Accounting 1 and 2.

Candidates are responsible for being informed on the most recent developments in the areas covered in the
outlines. This includes understanding of public pronouncements issued by accounting organizations such as
the International Accounting Standards Board and the International Federation of Accountants as well as being
up-to-date on recent developments reported in current accounting, financial and business periodicals. Note that
candidates are responsible for knowing accounting and auditing pronouncements six months after a
pronouncement’s effective date, unless early application is permitted. When early application is permitted,
candidates are responsible for knowing the new pronouncement six months after the issuance date.

The content outlines serve several purposes. These purposes include:

» Establishing the foundation from which each examination will be developed.

» Providing consistent coverage on each examination.

» Communicating to interested parties more detail as to the content of each examination part.

» Aiding candidates in their preparation for each examination.

» Providing information to those who offer courses designed to assist candidates in preparing for the
examinations.

Important additional information about the content outlines and the examination is listed below.

1. The percentage range given for each major topic within each examination part does NOT represent the
relative weight range given to that topic in an examination part. Instead the relative weight is an indication
of the classroom time that should be spent on a particular topic within a 60 hour course. A 5% weight
merely indicates that approximately 3 hours (5% x 60 hours) should be devoted to the subject matter.
However, individual candidates should study the material to achieve the level of knowledge indicated,
regardless of the time necessary to achieve such mastery of the subject.

2. Each examination will attempt to sample from the subject areas contained within each major topic area. No
relative examination weights have been assigned to the subject areas. No inference should be made from
the order in which the subject areas are listed or from the number of subject areas as to the relative weight
or importance of any of the subjects.

3. Each major topic within each major topic area has been assigned a coverage level designating the depth
and breadth of topic coverage, ranging from an introductory knowledge of a subject area (Level A) to a
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thorough understanding of and ability to apply the essentials of a subject area (Level E). Detailed
explanations of the coverage levels and the skills expected of candidates are presented below.

The topics for each of the examinations have been selected to minimize the overlapping of subject areas
among the examination comprising the CIPA certification program. The topics within an examination and
the subject areas within topics may be combined in individual questions.

Income taxation issues will be divided into four categories and be contained in questions that relate to the
four categories.

a.

Accounting for income taxes. The financial reporting requirements for income taxes, including the
proper treatment of deferred income taxes, will be contained in questions in Financial Accounting 2
and the Finance examinations.

The Tax Reconciliation Form preparation will be included in the Financial Accounting 1 examination.
Detailed knowledge of the appropriate tax laws and regulations of the candidate’s country will be
tested in the Tax and Law examination.

Tax implications for decisions. The tax code provisions that impact decisions (e.g., depreciation,
interest, etc.) will be contained in questions in the Managerial Accounting 1, Managerial Accounting 2,
and Finance examinations.

Candidates for the CAP and CIPA designations are expected to have a minimum level of business
knowledge that transcends all examination parts. This minimum level would include knowledge of
economics, time value of money concepts, and elementary statistics.

In order to more clearly define the topical knowledge required by a candidate, varying levels of coverage for
the treatment of major topics of the content specification outlines have been identified and defined. The
cognitive skills that a successful candidate should possess and that should be tested on the examinations can be
defined as follows:

Knowledge: Ability to remember previously learned material such as specific facts, criteria, techniques,
principles, and procedures (i.e., identify, define, list).

Comprehension: Ability to grasp and interpret the meaning of material (i.e., classify, explain,
distinguish between).

Application: Ability to use learned material in new and concrete situations (i.e., demonstrate, predict,
solve, modify, relate).

Analysis: Ability to break down material into its component parts so that its organizational structure
can be understood; ability to recognize causal relationships, discriminate between behaviors, and
identify elements that are relevant to the validation of a judgment (i.e., differentiate, estimate, order).
Synthesis: Ability to put parts together to form a new whole or proposed set of operations; ability to
relate ideas and formulate hypotheses (i.e. combine, formulate, revise).

Evaluation: Ability to judge the value of material for a given purpose on the basis of consistency,
logical accuracy, and comparison to standards; ability to appraise judgments involved in the selection
of a course of action (i.e., criticize, justify, conclude).

The five levels of coverage can be defined as follows:

Level A: Requiring the skill levels of knowledge.

Level B: Requiring the skill levels of knowledge, comprehension, and application.

Level C: Requiring the skill levels of knowledge, comprehension, application, and analysis.

Level D: Requiring the skill levels of knowledge comprehension, application, analysis, and synthesis.
Level E: Requiring all six skill levels, knowledge, comprehension, application, analysis, synthesis, and
evaluation.

40-200-1003 2



THE INTERNATIONAL

MEXAYHAPOAHbIN
COBET COUNCIL OF
CEPTUPULLUPOBAHHbIX CERTIFIED
BYXTAATEPOB U ACCOUNTANTS AND
AYAUTOPOB AUDITORS

The levels of coverage as they apply to each of the major topics of the Content Outlines are shown on the
following pages with each topic listing. The levels represent the manner in which topic areas are to be treated
and represent ceilings, i.e., a topic area designated as Level C may contain requirements at the “A,” “B,” or
“C” level, but a topic designated as Level B will not contain requirements at the “C” level.
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Content Outlines

for the
Certified International Professional Accountant
Financial Accounting 2

A. Framework of financial accounting (Study weighting—2%, Level D)
1. External financial statements: users and their needs
a.  Users of financial statements
b. Needs of external users
Financial position, performance and changes in financial position
Notes and supplementary schedules
Underlying assumptions
Conceptual framework
a. Qualitative characteristics of financial statements
b. Elements of financial statements
c. Recognition of elements of financial statements
d. Measurement of the elements of financial statements
6. Standard setting environment
a. Organizational structure
b. Influence of users
c. Types of pronouncements issued
B. Principal financial statements and their purposes (Study weighting—7%, Level E)
1. Balance sheet
2. Income statement
3. Cash flow statement
4. Statement of either
a. All changes in equity, or
b. Changes in equity other than those arising from capital transactions with owners and
distributions to owners
Accounting policies and explanatory notes
6. Special reporting issues
a. Full disclosure
b. Constant dollar accounting (General purchasing power approach)
c.  Current cost accounting
d. Earnings per share
C. Time value of money (Study weighting—5%, Level D)
1. Basic time value concept
a. Simple interest
b. Compound interest
2. Annuities
a.  Future value of an ordinary annuity
b.  Future value of an annuity due
c. Present value of an ordinary annuity
d. Present value of an annuity due

agkrwn

o

40-200-1003 4



THE INTERNATIONAL

MEXAYHAPOAHbIA
COBET COUNCIL OF
CEPTUPULLUPOBAHHbIX CERTIFIED

ACCOUNTANTS AND
AUDITORS

BYXTAATEPOB U
AYAUTOPOB

\

N\

e. Deferred annuities

D. Asset recognition, measurement, valuation and presentation of specific types of transactions and events in
financial statements in conformity with IFRS (Study weighting—25%, Level E)

ok E

Cash and cash equivalents
Receivables

Inventories

Property, plant and equipment
Investments (current and long-term)
Intangibles and other assets

E. Llablllty recognition, measurement, valuation and presentation of specific types of transactions and events
in financial statements in conformity with IFRS (Study weighting—10%, Level E)

NookrwdE

Payables and accruals
Deferred revenues
Long-term liabilities
Notes and bonds payable
Leases

Deferred income taxes
Other liabilities

F. EqU|ty account recognition, measurement, valuation and presentation of specific types of transactions and
events in financial statements in conformity with IFRS (Study weighting—10%, Level E)

ook

Preferred stock

Common stock

Paid-in capital

Retained earnings

Treasury stock

Stock options, warrants, and rights

G. Recognltlon measurement valuation and presentation of specific types of transactions and events in
financial statements in conformity with IFRS (Study weighting—40%, Level E)

Revenue recognition

Discontinued operations

Accounting changes and error analysis
Foreign currency transactions and translations
Income taxes

Earnings per share

Related party transactions

Cash flow statement and components

Leases

. Compensation plans

. Business combinations

. Consolidated financial statements
. Guidelines for revenue recognition
14.

Debt restructuring

H. Basic financial statement analysis (Study weighting—1%, Level C)

1.
2.
3.

Ratio analysis
Comparative analysis
Percentage analysis
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