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ABSTRACT: In January 1995, the AICPA issued an audit Practice Alertrelated
to *Revenue Recognition Issues” of which auditors should be particularly aware
when completing an audit. The report noted that ‘[a] substantial portion of ltiga-
tion and SEC investigations involving financial reporting and cases coming be-
fore the AICPA Professional Ethics Executive and Quality Control Inquiry Com-
mittees concern some form of revenue recognition issue.” This case has been
designed to encourage student awareness and concern for questionable or“gray”
areas of revenue recognition. A manufacturing entity using an unusually struc-
tured sales agreement o increase market share is the vehicle for directing stu-
dent thinking about the most appropriate accounting treatment for the unusual
transactions. Given the lack of any accounting standard that directly applies to
the given sales transactions, students are advised and directed in the use of the
National Automated Accounting Research System (NAARS) to identify related
accounting standards and interpretations, as well as the footnotes from other
companies' annual reports. This case demonstrates how the use of NAARS or
other similar databases can be integrated into learning cases o provide stu-
dents with practical research experience in sing computer-accessible databases
that provide valuable assistance in the resolution of gray accounting issues.
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factures and sells heatingand air  months, Ms. Wilson and Mark Etting, the

CAREFREE Environments manu-  about five years. During the past six
conditioning equipment. The  Vice President of sales and advertising,

company grew steadily for a number of
years but has been at a plateau recently
with heavy competition from other na-
tional heating and air conditioning gi-
ants, Further increases in market share
have become exceptionally difficult. You
‘have been employed by Carefree for the
past eight years as Accounting Man-
ager. Your immediate supervisor is
Marie Wilson, the Chief Financial Of-
ficer, who has held that position for

have worked together to establish a new
sales and collection policy and have also
set an aggressive goal of increasing
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