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dilution and accretion, 21 
distinguishing from comprehensive income, 29-31 
in establishing goodwill, 19 

Eastman Kodak Company, 20 
eBay, 66--68, 178, 257 
Economic entity concept, 22-23, 390 

consolidated balance sheet values and, 24-25 
consolidated financial statements, 89 
consolidated net income and, 24 
noncontrolling interest and, 22 
ownership, 390 
parent concept s., 27 

Eliminating entries: 
after acquisition (equity method), 156 
basic workpaper eliminating entries, 159-160 
downstream sales and, 288-291 
expense items, 160-161 
intercompany dividends, 153 
intercompany revenue, 160-161 
investment carried at equity and, 153-154 
reasons for, 97 
summary for intercompany sales, 317 
year of acquisition (cost method), 139--140 

Emerging Issue Task Force (EITF), 477 
Encumbrances, fund accounting and, 772. 776 
Endowment fund accounting, 907-908 

not-for-profit organizations for, 888-889 

Enterprise funds, 815, 836-838 
Enterprise wide disclosures, segment reporting and, 645 
Equipment: 

cost method and, 356-358, 358-360 
disposal by purchasing affiliate, 356-358, 366-367 
intercompany sale of, 368 

Equity: 
definition of, 29 
interest, 439 
investments carried at, 150-155 

Equity method, 496. See also Complete equity method; Partial 
equity method 

purchases and sales of subsidiary stock by parent, 398--402 
Ernst & Young, ID 
Esmark, ID 
European Commission, 508 
Excess earnings approach, to estimating goodwill, 19 
Exchange rates. See also Foreign currency transactions 

current exchange rate, 579 
definitions regarding, 526-527 
direct exchange rate, 530 
historical exchange race, 579 
means of translation, 526-529 
table, 528-529 

Expendable fund entities, 762-763 
Expenditure, fund accounting and, 769-780, 772-773 
Expense classification, nongovernment nonbusiness, 892--893 
Expenses: 

definition of, 29 
direct acquisitions and, 48 
interim financial reporting and. 655 
item elimination. 160-161 
matching to revenues. 31 

Exporting of goods and services, 531-534 
Exporting transactions, 531-534 
Exposed liability, forward contracts and. 539-542 
External expansion, see Business combinations 
Extraordinary gains, 49 
ExxonMobil, 507,519 

F 
FAF, see Financial Accounting Foundation (FAF) 
Fair value, 63, 439 

accounting, 27, 43 
acquisition costs less than, 205-207 
disclosure requirements, 553-554 
hedges, 544-546, 552-553 
of net assets. 24.25 

FASB, see Financial Accounting Standards Board (FASB) 
FCPA (Foreign Corrupt Practices Act), 599 
Federal Trade Commission (FTC), I 0 
Fiduciary funds, 765, 815, 840 
FIFO (first in, first-out), 215, 234, 293, 514, 515 
Financial Accounting Foundation (FAF), 509. 812 
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Financial Accounting Standards Board (FASB): 
advanced accounting issues and, 28-29 
ASC paragraph 470-60-35-5. 429 
ASC paragraph 805-10-25-10. 391 
ASC paragraph 852-10-50-7, 438 
ASC section 805-20-25 (Recognition), 15 
ASC section 815-20-50, 458, 552 
ASC subparagraph 805-I0-50-2(h). 62 
ASC subtopic 310-40 (debt restructuring by creditors), 439 
ASC subtopic 470-60 (deb restructuring by debtors), 439 
ASC subtopic 740-270 (Income Taxes-Interim Report- 

ing). 537, 665 
ASC subtopic 830-30, 580 
ASC topic 220 (Statement of Comprehensive Income), 31 
ASC topic 260 (Earnings per Share), 658 
ASC topic 280 (Interim Reporting), 637, 653-657 
ASC topic 350 (lntangibles-Goodwill and Other), 240 
ASC topic 805 (Business Combinations), 3, 16, 21, 25 
ASC topic 810 (Consolidations), 3, 25, 44 
ASC topic 820 (Fair Value Measurement), 241 
ASC topic 958 (Not-for-profit Entities), 885 
business combinations and, 2, 3 
codification project of, 31 
comprehensive income and, 593 
Concepts Statement No. 2, 885 
Concepts Statement No. 4, 28, 758, 885 
Concepts Statement No. 5,30, 31, 229 
Concepts Statement No. 6.28, 885 
Concepts Statement No. 7, 28 
conceptual framework of, 26-31 
on contingent assets, 15 
earnings vs. comprehensive income, 29-31 
economic entity vs. parent concept, 27 
FASB ASC topic 852 (Reorganizations), 437 
roles, 476-- 477 
similarities and differences, 4 79 
standards for business combinations, 44 
Statement No. 14,637 
Statement No. 21, 637 
Statement No. 52, 579 
Statement No. 131, 637, 655 
Statement No. 133, 535 
Statement No. 141,43 
Statement No. 160.25 
Statement No. 168,477 
Statement No. 141R, 3, 21, 25, 43 

Financial affiliates, see Consolidated financial statements 
Financial assets disclosures, 889-890 
Financial resources, 763, 774 
Financial synergy, 7 
Fines and forfeits, fund accounting and, 769 
First-in, first-out (FIFO), 215, 234, 293, 514, 515 
Fixed ratio, in partnerships, 686 
Flextronics Software Systems, 63 

Floating rates, 527 
Flow of current financial resources concept, 811 
Flow of economic resources approach, 811 
Ford Motor Company, 8 
Forecastcd transactions, hedging of, 547-549 
Foreign affiliates. See also Translation of foreign financial 

statements 
accounting for operations of, 578-579 
constant currency non-GAAP adjustments, 600-602 
financial statement disclosure, 598-599 
functional currency identification, 583-584 
high inflationary economies and, 586 
objectives of translation (SFAS No. 52), 580-581 
operating in economies not highly inflationary, 587-589 
translating financial statements of, 579-580 
translation adjustment, 580 
translation gain or loss, 580 
translation methods, 583 
translation of foreign currency financial statements, 584-589 

Foreign company exposed liability, 539-542 
Foreign Corrupt Practices Act (FCPA), 599 
Foreign currency exposed asset, 543 
Foreign currency movements, forward contracts and, 551-552 
Foreign currency transactions, 530-539. See also Exchange rates 
Foreign currency translation of financial statements, 584-589 
Foreign exchange rates, see Exchange rates 
Formation, partnership, 684-685 
Form 20-F, 508, 509 
Form 10-K, 509 
Form 10-Q, 652 
Forward-based derivatives, 535 
Forward contracts. See also Hedging foreign exchange risk 

cash flow hedges, 548-549 
economic hedges of net investment in foreign enti- 

ties, 549-550 
fair value hedge, 543-546 
hedge of foreign company exposed liability, 539-553 
hedge of foreign currency exposed asset, 543 
speculation in foreign currency movement and, 551-552 

Forward exchange contracts, 527, 536-539 
Forward rates, 527, 536 
Fresh start accounting, 437-438 
Friendly combinations, 4 
F-1 statement, 511 
20-F statement, 510-5 I I 
FTC (Federal Trade Commission), 10 
Full-year reporting alternative: 

cost method, 162-163 
equity method, 163-167 

Functional currency: 
concept of, 580-581 
economies not highly inflationary, 587-589 
high inflationary economies, 586 
identification of, 583-584 
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IFRS, 484 485 
indicators, 581 
local currency as, 589-593 
U.S. dollar as, 594-598 

Function classifications, fund accounting and, 770-77 1 
Fund accounting, 756. See also Nonbusiness organizations 

analysis of financial statements, 795-796 
appropriations and, 772 
Atlanta Partial Financial Statements, 793-794 
basis of accounting, 766-767 
budgetary fund entities (governmental funds), 765 
capital expenditures and, 773-774 
comprehensive illustration of, 780-789 
debt issue proceeds and, 768 
disbursements and, 773 
encumbrances and, 772, 776 
expendable fund entities, 762-763 
expenditure classification, 769-771 
expenditures and, 772-773 
fiduciary fund entities, 765 
financial statements and, 786-788 
fines and forfeits and, 769 
function and activity classifications and, 770-77 1 
fund balance and, 776 
GASB, 791 
income taxes and, 769 
inventory and, 789-790 
lapsing of appropriations and, 788-789 
non government nonbusiness organizations, 891-893 
object class classifications and, 771 
organizational unit classifications and, 771 
pledges and grants and, 769 
prepayments and, 790 
property taxes and, 769 
proprietary fund entities, 764 
recognition of expenditures, 772-774 
recognition of revenue, 768-769 
recording revenues and expenditures, 776-780 
resource outflows, 769-771 
restricted and unrestricted fund entities, 763-764 
revenue classifications, 767-768 
role of, 762 
sales of property and, 769 
sales taxes and, 769 
transfer of resources from other funds, 768 
transfers to other funds, 771 

Fund-raising events, 902 
Fund raising expenses, not-for-profit organizations, 890 
Future earnings contributions, 18-21 
Future rates, 527 

G 
GAAP, see Generally Accepted Accounting Principles (GAAP) 
Gains, definition of, 29 

General Electric (GE), 112 
General funds, governmental, 814 
Generally Accepted Accounting Principles (GAAP), 390, 

See also U.S. GAAP: 
and FASB codification project, 31 
minimum information required for fair 

presentation, 812 
General Motors (GM), 427, 437--438 

General partnerships, 678--679. See also Partnerships 
limited or uncertain life, 679 
mutual agency and, 678 
right to dispose and, 6 79 
unlimited liability and, 679 

General revenues, governmental, 854 
Geographic area disclosures. segment reporting 

and, 645 
Globalization, see International accounting 
Goodwill: 

amortization of, I 99 
book vs. implied value and, 141 
disclosures mandated by FASB. 54- 55 
estimation of value of, 19-21 
excess earnings approach to estimating. 19 
impairment of, 229, 493-- 494, 503 
impairment tests, 51-55 
recording in consolidated statements, 10I 

Goodwill method, par!nerships and, 685. 695. 701-702, 
707--708 

Government Accounting Standards Board (GASB). 758. 767, 
791, 885- 886 

Concepts Statement No. I, 760 
Concepts Statement No. 2, 760 
Concepts Statemem No. 3.760 
Concepts Statement No. 4, 760 
Concepts Statement No. 5, 760 
establishment of, 812 
Statement No. 15. 886 
Statement No. 34,763,766, 774, 789, 811. 817, 835, 

840-842, 846-847, 850. 886, 890 
Statement No. 35, 890 
Statement No. 45, 784 

Governmental accounting. see State and local 
government 

Governmental fund entities, 765, 814-835 
capital project funds. 814-815. 817-823 
debt service funds, 815. 824-833 
general funds. 816 
permanent funds, 815. 816, 833-835 
special revenue funds, 816-817 

Government Finance Officer's Association (GFOA). 810 
Government fund balances, net assets and, 847-850 
Government fund-based reporting, 847-850 
Government-wide financial statements, 766, 857-860. See also 

Fund accounting 
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Government-wide reporting: 
infrastructure asset reporting issues, 853 
statement of activities, 854-855 
statement of net assets, 767, 850-853 

Greenmail. 5 
Green Mountain Coffee Roasters, 321 
Gross profit rate. intercompany sales and, 294 
Guidant Corp .. 49 

H 
Health care providers, 884. See also Nongovernment 

nonbusiness organizations (NNO) 
Hedging foreign exchange risk. 530, 535-536 

cash flow hedge. 547-549 
cross-currency swaps. 557-559 
disclosure requirements of, 552-553 
economic hedge of net investment in foreign entity, 549-550 
fair value hedge, 543-546 
fair value rs. cash flow hedges, 54 7 
foreign currency exposed asset, 543 
foreign currency exposed liability, 539-542 
forward contracts and, 538-539 
options and foreign currency changes, 554-557 
split accounting and, 557 

Hewlett-Packard, 5 
Historical costs, 28, 139, 290 
Historical exchange rate, 579 
Historical perspective on business combinations, 8--10 
Horizontal integration, 8 
Horizontal sales, 287, 295--296 
Hospitals. See also Nongovernment nonbusiness 

organizations (NNO) 
charity care, 912 
contractual allowances, 912 
current fund accounting and, 900 
expenditure and expense classifications, 893 
issues relating to, 912-913 
malpractice and. 913 
plant funds and, 904-905 

House Ways and Means Committee, 508 

I 
IASB, see International Accounting Standards Board (IASB) 
IASC. see International Accounting Standards 

Committee (IASC) 
IAS, see International Accounting Standards (IAS) 
IFRS, see International Financial Reporting Standards (IFRS) 
Implied values, see Allocation and depreciation of differences 

between implied and book values; Consolidated financial 
statements 

Importing of goods and services, 531-534 
Importing transactions, 532-533 
Inco Ltd., 3 
Income adjustment of prior years, partnerships and, 692 
Income statement, 142, 143, 151 

Income tax: 
fund accounting and, 769 
interim financial reporting and, 655-657 

Incorporation of partnership, 740-74 I 
Indirect acquisition costs, 48 
Indirect exchange quotations, 527 
Inflationary economy, affiliates operating in, 586 
Infrastructure assets, 841 
Insolvency, 428. See also Reorganizations 

bankruptcy, 430--434, 453-456 
contractual agreements, 428-430 
liquidation, 434 435 
reorganization, 435-446 
trustee accounting and reporting, 447--453 

Installment liquidation, partnership, 732-740 
Intangible assets, amortization of, 45 
Intel, 128 
Intercompany dividends, elimination of, 142 
Intercompany interest, 368-371 
Intercompany pricing adjustments, 294 
Intercompany profit: 

intercompany sales and, 294-295 
prior to affiliation, 317-318 

Intercompany rent, 368-371 
Intercompany revenue elimination, 23, 160-161 
Intercompany sales. See also Upstream sales 

complete equity method and, 311-316 
consolidated balances determination and, 287-296 
cost method and, 297-305 
of depreciable property, 341-348 
determination of intercompany profit and, 294 
determination of noncontrolling interest and, 346-348 
eliminating intercompany profit and, 295 
financial reporting objectives and, 287-288 
inventory pricing adjustments, 294 
of land, 338-341 
noncontrolling interest and, 295-296 
of nondepreciable property, 338-341 
partial equity method and, 305-310 
property/equipment disposal by purchasing affiliate, 366--367 
realization through usage and, 341-342 
subsidiary stock and see Subsidiary company(-ies) 
summary of workpaper elimination entries, 317 

lntercompany service fees, 368-371 
Interest: 

noncontrolling, 23 
partnerships and, 687-689 

Interim acquisitions: 
cost method full-year reporting, 162--163 
cost method partial-year reporting, 162--163 
equity method full-year reporting, 163-167 
equity method partial-year reporting, 163--167 

Interim disclosures, segment reporting and, 644-645 
Interim financial reporting, 652-661 
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accounting changes in interim periods, 657 
costs and expenses and, 655 
costs associated with revenues and, 653--655 
current requirements, 652-653 
FASB Proposed ASU, 658 
TFRS and US GAAP, 660-661 
income tax provisions, 655-657 
interim operating losses and, 657 
international issues, 659-660 
minimum disclosures in interim reports, 658 
problems in, 652-653 
revenues and, 653 

Internal expansion, 5 
Internal service funds, 81.5, 839 
International accounting. See also Foreign affiliates; Foreign 

currency transactions; Forward contracts 
exchange rate translation, 526-529 
financial statement disclosure, 598-599 
foreign currency transactions, 530-534 
functional currency is local currency, 589--593 
functional currency is U.S. dollar, 594-598 
hedging foreign exchange risk, 539-542 
and increased focus on standards, 473-475 
measured vs. denominated transactions, 529-530 
objectives of translation, 580-58 1 
operations of foreign affiliates, 578-579 
translating financial statements of foreign affiliates, 

579-580 
translation of foreign currency financial statements, 584-589 

International Accounting Standards (IAS), 456, 474 
International Accounting Standards Board (IASB), 473- 477 

and FASB, 43, 476-478 
similarities and differences, 479 

International Accounting Standards Committee (IASC), 473 
accountability and funding, 476-477 
financial reporting system, 475-476 

International convergence issues: 
LIFO inventories, 507 
non-U.S. companies, 509-510 
private-, small-, and medium-sized entities, 509 

International Financial Reporting Standards (IFRS): 
business combination and consolidation, 488-507 
comprehensive consolidation, 494-506 
consolidated statement of cash flows, 486 
definitions, 474-475 
ownership interests, 394, 410-411 
vs. U.S. GAAP. 477--478, 506-507 

Intrinsic value of forward contracts, 537 
Inventory(-ies): 

downstream sales and, 289, 291 
fund accounting and, 789-790 

Investee, 128 
Investment accounting, nongovernment nonbusiness 

organizations, 908-9 10 

Investment elimination in consolidated financial 
statements, 93-95 

Investment pools, 909 
Investment returns, 889 
Investments in subsidiaries, 88, 128-136 

carried at complete equity, 159 
carried at equity year after acquisition, 155-158 
carried at equity year of acquisition, 150-155 
complete equity method for, 133-136. 149-160, 232-240 
cost method for. 131-132, 209-220 
IFRS and step acquisitions, 410-41 1 
issuance of additional shares, 405-406 
issue of new shares, 406-410 
partial equity method for, 132-133, 149-160, 223-230 

Investment trust funds, 815 
Investor, 128 
Involuntary petition, 432, 434 

J 
Joint ventures, 680 
Junk bond market, merger financing and, 7 

K 
Kerschner, Edward, 14 
Kohlberg Kravis Roberts & Co., 63 
KPMG Peat Marwick, 10 
Kraft Foods, to, 34-36 

L 
Land, intercompany sale of, 338-341 
Lands' En, 547 
Last-in, first-out (LIFO), 514. 515 
LBO, see Leveraged buyouts (LBO) 
Legal entity, 89 
Letter notation of adjusting entries. 97 
Leveraged buyouts (LBO). 5. 63 
Liabilities, assumed, 15,45 
Liability, in general partnerships, 679 
Life income fund accounting, 911-912 
LIFO (last-in, first-out), 514, 515 
Limited liability partnerships (LLP), 679 
Limited life, in general partnerships, 679 
Limited partnerships, see General partnerships; 

Partnerships 
Liquidation, 427, 434 435 

of dividends, 130, 132 
of partnerships see Partnership liquidation 

LLP (limited liability partnerships), 679 
Loan fund accounting, for non.government nonbusiness 

organizations. 9 I 0 
Local governmental units, see Fund accounting; State and local 

government 
Lockheed Martin Corp., 14 
Lolack, 257-258 
Long-term debt, governmental accounting and, 843-846 
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Losses, definition of. 29 
Loss or lack of benefit, 31 
Lucent Technologies Inc., 7 

M 
M&A. see Mergers and acquisitions (M&A) 
Major customer disclosures, segment reporting and, 645-646 
Malpactice, hospital, 913 
Mandatory transfers, 90 I 
Manufacturing. depreciable assets used in, 250 
Market value accounting. 27 
Matel, 561-562 
McAfee. 128 
MCI. 2. 10 
Measured ,·s. denominated transactions, 529--530 
Measurement period, adjustments during, 50-51, 68-69, 507 
Medianet Group, 3 19-320 
Merger mania, 8 
Mergers and acquisitions (M&A), 1-4. See also Business 

combinations 
and bankruptcies, 3, 7 
conglomerate mergers, 8 
earnings dilution and accretion. 21 
junk bond market and, 7 
merger mania, 8 
planning for. 3-4 
statutory merger, 12 
stock prices and, 14 

Merrill Lvnch, 133 
Method of payment in business combinations, 17--21 
MFOA (Municipal Finance Officers Association), 812 
Microsoft. 10 
Minimum disclosures, in interim reports, 658 
Minority interest. 99 
Modification of terms, 439-440 
Modified accrual accounting, 766 
Morgan Stanley, 2 
Municipal Finance Officers Association (MFOA), 812 
Mutual agency, in general partnerships, 678 

N 
National Council on Governmental Accounting (NCGA), 812 
National GAAP, 508 
NCGA (National Council on Governmental Accounting), 812 
Negotiated price, in business combinations, 18 
Net assets: 

government fund balances and, 847-850 
not-for-profit organizations, 888 
in price determination in business combinations, 17-21 

Net financial resources. 774 
Net income. see Consolidated net income 
Net income or loss, allocation in partnerships, 685-689 
Net investment hedges, 549--550 
News Corp., 10 
NNO, see Non government nonbusiness organizations (NNO) 

Nonbusiness organizations. See also Fund accounting 
classifications of, 756-757 
debt issue proceeds and, 768 
distinctions from profit-oriented enterprises, 757-758 
financial accounting for, 758-762 
reporting standards for, 758-762 

Noncontrolling interest, 64. See also Controlling interest 
cash flows and, 209 
consolidated net income and, 143-144, 154 
cost method analysis and, 221-222 
definition of, 83 
determination in intercompany sales, 295-296 
effective carrying value, 395 
end-of-year interest percentage, 394 
partial equity method analysis and, 230-231 
subsidiary as intercompany seller and, 353 
for upstream sales, 295-296 

Nondepreciable property, intercompany sale of, 338-341 
Nonexhaustible assets, 907 
Non government nonbusiness organizations (NNO), 914-916 

accrual basis of accounting for, 891-892 
agency (custodial) fund accounting, 911 
annuity and life income fund accounting, 911-912 
classifications of, 884 
college and university issues, 912 
contributions and, 894-898 
current fund accounting, 899-902 
endowment fund accounting, 907-908 
financial reporting for not-for-profit organizations, 

887-890 
financial reporting for public colleges and universities, 890 
fund accounting, 891-893 
generally accepted accounting standards for, 885-887 
hospital issues, 912-913 
investment accounting, 908-910 
loan fund accounting, 910 
plant fund accounting, 902-907 
revenue and expense classification, 892-893 

Nonmandatory transfers, 901-902 
Nonoperating income, colleges and universities and, 912 
Nonprofit institutions of higher learning, 884. See also 

Nongovernment nonbusiness organizations (NNO) 
Nonrecurring items boosting earnings, I 6 
Northrop Grumman Corp., 3 
Norton-Simon, 10 
Not-for-profit organizations, 887-890 

basic financial statements, 887 
cash flows, statement, 889 
endowment funds, 888-889 
financial assets disclosures, 889-890 
fundraising expenses, 890 
investment returns, 889 
net assets, 888 
placed-in-service approach, 889 
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public colleges and universities, financial report for, 890 
reporting of expenses, 888 

Number notation, eliminating entries and, 97 

0 
Object class classifications, 771 
Offer rates, 527 
ONNOs, see Other nongovernment nonbusiness 

organizations (ONNOs) 
Open-market transaction, 388 

changes in, 388--390 
parent acquires subsidiary stock, 391-394 
parent sells subsidiary stock investment, 394-397, 403-405 
purchases and sales of subsidiary stock, 398-402 
subsidiary issues stock, 405-411 

Operating income, colleges and universities and, 912 
Operating losses, interim, 657 
Operating segments, 639. See also Segment reporting 
Option-based derivatives, 536 
Options, in hedging foreign currency changes, 554-557 
Order for relief, 431 
Organizational unit classifications, 771 
Other non government nonbusiness organizations (ONNOs), 884 

current fund accounting and, 900 
expenditure and expense classifications, 893 
nonexhaustible assets, 907 
plant funds and, 905-907 

Ownership changes, partnerships and, 693-695 
Ownership interest: 

changes in, 388-390 
parent acquires subsidiary stock, 391-394 
parent sells subsidiary stock investment, 394-397, 403- -405 
purchases and sales of subsidiary stock, 398- 402 
subsidiary issues stock, 405-411 

p 
Pac-man defense, 5 
Parent company concept, 22-25, 84 
Partial elimination, intercompany profit and, 25 
Partial equity method, 292 

accounting for investments by, 128-136 
downstream sales and, 291-294 
implied and book values and. 230-231 
intercompany sale of inventory and, 310-311 
property/equipment disposal by purchasing affiliate 

and, 356-358 
recording investments in subsidiaries and, 149--160. 223-230 
upstream sales and, 348-349 

Partnership agreements, 680-682 
Partnership equity, 682 
Partnership liquidation. See also Partnerships 

advance plan for cash distributions, 735-740 
installment liquidation, 732-740 
marshaling of assets, 728 
preparing a schedule of, 73 I 

priorities of partnership and personal creditors, 727-730 
safe payment approach and, 732-735 
simple liquidation illustrated, 730-731 
steps in, 726-727 

Partnerships. See also Partnership liquidation 
accounting for, 682--690 
acquisition of interest by investing assets, 699-703 
acquisition of interest by payment to one partner, 696-697 
adjustment of income of prior years and, 692 
admission of new partner, 695-703 
allocation of net income or loss, 685-689 
bonuses and, 688-689 
bonus method and, 685, 695, 701, 707 
capital balances and, 686-687 
capital interest and, 682 
characteristics of, 678-680 
death of parmer. 709 
definition of, 677 
dissolution and, 693 
drawing and capital accounts, 682-683 
financial statement presentation, 692-693 
fixed ratio and, 686 
general partnerships. 678-679 
goodwill implied by purchase price and. 697 
goodwill method and. 685. 695. 701-702. 707-708 
incorporation of, 740-74 1 
insufficient income to com allocation. 689-690 
interest allowances and, 688 
interest on capital investment and, 687-688 
joint ventures, 680 
limited partnerships, 679 
ownership changes and. 693-695 
partnership agreements. 680-682 
partnership equity vs, shareholders equity, 682 
payment to retiring partner. 707-709 
profit interest and, 682 
reasons for forming. 677-678 
recording changes in. 695 
recording formation of. 684 685 
salaries and interest as an expense and. 690--69 1 
salary allowances and. 688 
statistics for partnerships in U.S., 676 
steps for successful. 677 
Uniform Partnership Act (UPA), 727 
valuation and changes in ownership, 693-695 
withdrawal of partner, 706-709 

Payment methods in business combinations, 17-21 
Pension trust funds, 815 
Permanent funds, 815, 816, 833-835 
Personal creditors, partnership liquidation and. 

727-730 
Phelps Dodge, 3 
Pitfalls, avoiding, before deal, 15-16 
Placed-in-service approach, 889 
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Plant funds, 902-907 
colleges and universities, 902-904 
hospitals, 904-905 
nonexhaustible assets, 907 
other non government nonbusiness organizations, 905-907 
voluntary health and welfare organizations, 905-907 

Pledges and grants, 769, 894-895 
Poison pills. 5 
Pooling of interests, 28, 44, 45, 63 
PPE (property, plant, and equipment), 482-483 
Preaffiliation profit, 317-318 
Premiums, takeover. 13-14 
Prepayments. fund accounting and, 790 
Presentation methods: 

in segment reporting. 646 
Present value, A1--A3 
Present value measurements, 535 
Price. determining in business combinations, 17--21 
Primestar. 10 
Private Company Council (PCC), 509 
Private-purpose trust funds, 815 
Product of service disclosures, 645 
Profit, intercompany, 25 
Profit interest, partnership agreements and, 682 
Proforma statements, 61-62 
Program revenues. governmental, 854 
Property: 

depreciable. 341-348 
disposal by purchasing affiliate, 356-358, 366--367 
fund accounting and, 769 
intercompany sale of, 341-348, 358-360, 368 
nondepreciable. 338-341 
taxes, 769 

Property. plant, and equipment (PPE), 482-483 
Proportionate consolidation. 22, 23 
Proprietary funds, 764, 815 

enterprise funds, 815. 836-838 
governmental fund entities, 835-839 
internal service funds, 815, 839 

Public colleges and universities. financial reporting 
for. 890 

Public Company Accounting Oversight Board 
(PCAOB), 455 

Public nonprofit organizations, accounting for, 908 
Pure endowment funds. 907 
Push down accounting: 

arguments, 250-252 
illustration, 252-254 
status of, 252 

Put option. 554 

Q 
Quantitative thresholds. operating segments, 640 
Quasi reorganization, 437 

R 
R&D, see Research and development (R&D) 
Realization and liquidation account, 448-- 453 
Realization through usage, 341-342 
Reasonable period of time, 455 
Recession of 2008, 3 
Reconciliation, segmental data, 649 
Reform Act, see Bankruptcy Reform Act of 1978 
Rent.com, 257 
Rent, intercompany, 368--371 
Reorganizations, 426-- 427 

committee of creditors, 435 
duties in, 436 
fresh start accounting, 437-438 
General Motors, 437--438 
quasi reorganization, 437 
restructuring illustration, 440- 443 
Statement of Affairs, 443-446 
troubled debt restruclurings, 439-440 

Replacement cost new, 246-247 
Reportable segments, 639, 662-663 
Reportable units, 662-663 
Reported book value, 24 

intercompany profit and, 25 
Reporting currency, 529 
Required supplementary information (RSI), 786 
Research and development (R&D): 

capitalization of, 46, 200 
expensing of, 201 
international differences, 482 

Resource outflows, fund accounting and, 769-771 
Restricted fund entities, 763-764 
Retained earnings, 151. See also Consolidated retained earnings 

statement, 142 
Return on asset (ROA), 19 
Revco D.S. Inc., 10 
Revenue bonds, 838 
Revenues: 

definition of, 29 
fund accounting, 767-768, 776-780 
interim financial reporting and, 653-655 
matching expenses to, 31 
nongovernment nonbusiness organizations and, 892-893 
recognition, 92, 338 

Right Lo dispose, in general partnerships, 679 
Rite Aid Corp., 10 
RSI (required supplementary information), 786 

s 
Safe payment approach, partnership liquidation and, 732-735 
Salaries, partnerships and, 688 
Sales taxes, fund accounting and, 769 
Schedule of partnership realization and liquidation, 731 
SEC, see Securities and Exchange Commission (SEC) 
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Secured creditors, 432-434 
Securities Act or 1934, 509 
Securities and Exchange Commission (SEC), 252, 475-478, 599 
Security issuance costs, 48 
Segment reporting: 

aggregation criteria and, 639-640 
bases for measurement information and, 642-644 
basic disclosure requirements, 639 
determining operating segments, 639--640 
enterprisewide disclosures, 645 
FASB, 650-651 
and future prospects, 640 
general information and, 642 
geographic area disclosures, 645 
geographic area reporting, 646-647 
interim disclosures, 644- 645 
major customer disclosures, 645-646 
number of segments, 649--650 
operating profit or loss, 639 
product/service disclosures, 645 
quantitative thresholds and, 640 
reconciliation of segmental data, 644, 649 
reportable information to be presented, 640-646 
revenue, 639 
segment assets information and, 644 
segment profit or loss information, 644 
seventy-five percent combined revenue test, 640-646 
standards of financial accounting for, 637-651 
terminology regarding, 638 

Selling affiliate, in intercompany sales, 295 
Serial bonds, 824-826, 843 
Service fee: 

intercompany, 368--371 
revenue, 912 

Settlement rate spot date, 537 
Seventy-five percent combined revenue test, 640-646 
Shareholders equity, 682 
Significance tests, 641 
Significant transactions/events, 489 
Skype Technologies S.A., 66-68 
Small-and medium-sized entities (SMEs). 509 
SolarCity, 65--66 
Sound value, 247 
Sound value/depreciated replacement cost approach, 483 
Special revenue funds, 816-817 
Speculation, forward contracts and, 539 
Spin-offs, 7 
Split accounting, intrinsic and time value clements. 557 
Spot rates, 527, 537 
Starbucks, 446 
State and local government. See also Fund accounting 

capital assets and, 841-843 
external reporting requirements, 846-847 
fiduciary funds, 815, 840 

fund entities, 814-816 
generally accepted governmental accounting stan» 
governmental fund, 814-835 
government fund balances and government-wid 

and, 847-850 
government fund-based reporting, 847-850 
government-wide reporting, 850-853 
long-term debt and, 843-846 
proprietary funds, 815, 835-839 
structure of governmental accounting, 814--816 

Statement of activities, 854-855 
Statement of Affairs, 443-446 
Statement of Assets and Liabilities, 431-432 
Statement of changes in equity (SOCEJ, 479 
Statement of comprehensive income. 31 
Statement of Position (SOP) 90-7,437 
Statement of recognized income or expense (SORIE), 
Statement of Shareholders' Equity, 593 
Statements of Financial Accounting Concepts (SFAC) 

No. 2, 885 
No. 4.28, 758, 885 
No. 5.30, 31 
No.6.28.885 
No. 7, 28 

Statements of Financial Accounting Standards (SFAS): 
No. 14,637 
No. 15,429 
No. 21. 637 
No.52,579 
No. 131. 637. 655 
No. 133,535 
No. 141, 43 
No. 160, 25 
No. 168, 477-478 
No. 141R. 3,21, 25. 43 

Statutory consolidation. 12 
Statutory mergers, 12 
Step acquisitions. 39 I 
Stock acquisitions. 12 

advantages of. 88 
asset acquisitions vs., I1 
consolidated financial statements and, 89-90 
firm valuation and, 18 
interim acquisitions, 161-167 
investments at date of acquisition, 90-91 
purchasing additional shares, 168 
reasons for. 88 
recording investments in, 149--160 
requirements regarding consolidation of, 87-88 
stock exchange ratios, 18 
subsidiaries and control, 84-87 
terminology regarding, 83 
treasury stock holdings, 106-107 
use of work papers and, 92-108 
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Strategic acquisitions. 10 
Subsidiary company(-ies), 21. See also Consolidated financial 

statements; Ownership interest; Stock acquisitions 
asset valuation and classification, 89-90 
book value of. 93. 94 
definition of. 83 
disposal of depreciable assets, 248--250 
implied value of. 93. 94 
initial investment in, 89-90 
as intercompany seller. 295. 346-348 
more then one subsidiary company and, 109-112 
parent acquisition, 391-394 
parent sells shares, 394-397, 403-- 405 

Subsidiary dividends paid, 168 
Subsidiary issues stock: 

IFRS and step acquisitions, 410-411 
issuance of additional shares, 405-406 
issue of new shares, 406-410 

Synergies, financial, 7 

T 
Takeover premiums, 13--14 
Tax Reform Act of 1986. 7 
Tax returns, see Income tax 
Temporal conversion method, 583, 586-589, 594- 598 
Tender offers. 4 
Term bonds. 826-828. 843 
Term endowment funds, 907 
Tesla, 65-66 
Texas Department of Public Safety, 811 
Thomson Reuters. 3 
Thrifty PayLess Holdings Inc., 10 
Time elements, in forward contracts, 53 7 
Time Warner Cable (TWC) Inc., I 98 
T-Mobile, 10 
Total elimination, 25 
Toys ·R" Us Stores, 459 
Transfers assets, 439 
Translation, exchange rate, 526-529 
Translation of foreign financial statements: 

adjustment, 580 
analysis of gain or loss, 597-598 
current rate method, 5 83 
economies not highly inflationary, 587-589 
of financial statements, 579-580 
functional currency concept, 580-581 
functional currency is local currency, 589-593 
functional currency is U.S. dollar, 594-598 
gain or loss, 580 
high inflationary economies, 586 
methods of, 583 
objectives of, 580-581 
process of, 584-589 
temporal method, 583 

Troubled debt restructurings, see Insolvency 
Trustee accounting and reporting: 

procedures, 447 
realization and liquidation account, 448-453 
transactions, 447-448 

Trustee duties. 434-435 
Trust funds, 833-835, 840 
TRW Inc.. 3 
Two-transaction approach, 534 

U 
Underlying value, in hedge accounting, 535-536 
Unearned/deferred revenues, 507 
Unfriendly (hostile) combinations, 4 
Uniform CPA Exam, 477 
Uniform Partnership Act (UPA), 727 
Unlimited liability, in general partnerships, 679 
Unrealized intercompany profit, 287 
Unrecognized foreign currency commitment, 543-546 
Unrestricted fund entities, 763-764 
Unsecured creditors, 432-434 
UPA (Uniform Partnership Act), 727 
Upstream sales, 287. See also Intercompany sales 

cost method and, 297-302 
noncontrolling interest and, 295-296, 346-348 
subsidiary as intercompany seller, 361-367 

U.S. dollar, 529, 594-598 
U.S.GAAP: 

and FASB codification project, 31 
IFRS vs., 477--478 

V 
Valuation, changes in partnership ownership and, 693-695 
Value of the forward contracts, 537 
Vertical integration, 8 
Viva Group, Inc., 257 
Vivendi Universal, 3 
Voluntary health and welfare organizations (VHW0s), 884. See 

also Nongovernment nonbusiness organizations (NN0) 
expenditure and expense classifications, 893 
plant funds and, 905-907 

Voluntary petitions, 431-432 

w 
The Walking Company, 430 
Wells Fargo, 430 
White knight, 5 
White squire, 5 
Workpapers: 

basic eliminating entries, 159-160 
cost method and, 141-149, 393--394 
disposal of property and equipment by purchasing affili­ 

ate, 366--367 
downstream sales, 288--291 
entry adjustment prior to eliminating, 108 
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equity method and, 149-160, 400 
functional currency is local currency, 589-593 
functional currency is U.S. dollar, 590 
implied value and, 96-98 
intercompany balance sheet eliminations, 107-108 
intercompany sales, 305-310, 338-341 
interim acquisitions of subsidiary stock, 161--167 

investment costs and, 116-126, 209-220, 232-240 
more than one subsidiary company, 109-112 
preparing consolidated statements using, 

92-108 
subsidiary a, intercompany seller, 348-358 
upstream sales, 297-302, 361-367 
workpaper-only entries, 95 


