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Case Objectives and Use 

This case is intended primarily for use in an introductory financial accounting course after the students have been introduced to the principles of revenue recognition and matching.  This case will force students to consider the following:

1. Revenue recognition and when the earnings process is complete.

2. For cases in progress which costs should be capitalized.  And,

3. When the costs that have been capitalized must be written down due to impairment.

This professional practice provides an ideal situation for analyzing these issues to a real world situation.  

Winton & Bradley can be adapted to an intermediate level course by asking the students the same or different questions, and expecting more detailed responses.

After completing this case, the student should have a better understanding of income realization and the matching principle under GAAP.  The student’s reasoning skills will be utilized in this somewhat ambiguous application.  The use of source documents also required significant reading for content and interpretation.   

First, the participant must deal with the concept of income realization when the question of whether income will, in fact, be realized is subject to a third party adjudicator.  Then, if income is deferred, he or she must decide which costs, if any, should be capitalized until the income is realized.

Case Synopsis
Winton & Bradley, LLP are plaintiff’s lawyers.  They represent parties who have purchased properties with construction defects.  Occasionally, the firm represents a client on a fee-for-service basis, but normally the firm’s fee is a percentage of the judgment against the builder or contractor.  If there is no judgment or settlement, the firm receives no compensation.  This case requires students to investigate the income realization and matching issues related to these legal engagements.  

The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 27-29, 2005, North Falmouth, MA.  All rights are reserved to the authors and NACRA.  © 2005 by Sharon Lightner, Brad Oestreich, and Nathan Oestreich,.  Contact person: Nathan Oestreich, School of Accountancy, San Diego State University, 5500 Campanile Drive, San Diego, CA 92182-8221, 619-594-2478, drno@sdsu.edu
