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HIGHLIGHTS

Miller GAAP Guide
By Jan R. Williams

Miller GAAP Guide analyzes authoritative GAAP literature contained
in Level A of the GAAP hierarchy, established by Statement on Audit-
ing Standards No. 69. Pronouncements in this level include FASB
Statements and Interpretations, as well as APB Opinions and Ac-
counting Research Bulletins. The book organizes accounting pro-
nouncements alphabetically by topic under two general areas: gener-
ally accepted accounting principles and specialized industry account-
ing principles. Pronouncements covering the same subject are com-
piled and incorporated in a single chapter so that the authoritative
information is immediately accessible.

Aspen Law & Business is offering a four-module, non-interactive
self-study CPE program that can be used in conjunction with the
2003 Miller GAAP Guide (see below for more information).

2003 Edition

The 2003 Edition of the Miller GAAP Guide provides new and ex-
panded coverage in these areas:

e Chapter 4, “Business Combinations”—has been revised to re-
flect the issuance of FAS-141 (Business Combinations) and FAS-
142 (Goodwill and Other Intangible Assets).

e Chapter 10, “Convertible Debt and Debt with Warrants”—con-
tains an alert to a FASB Exposure Draft, Accounting for Financial
Instruments with Characteristics of Liabilities, Equities, or Both.

e Chapter 16, “Extinguishment of Debt”—has been revised to
reflect the issuance of FAS-145 (Rescission of FASB Statements
No. 4, 44, and 64, Amendment of FASB Statement No. 13, and
Technical Corrections), which is effective for fiscal years begin-
ning after May 15, 2002.

¢ Chapter 20, “Impairment of Long-Lived Assets”-—has been com-
pletely revised to reflect the issuance of FAS-144 (Accounting for
the Impairment or Disposal of Long-Lived Assets), which is
effective for years beginning after December 15, 2001.



e Chapter 23, “Intangible Assets”—has been revised to reflect
the issuance of FAS-142 (Goodwill and Other Intangible As-
sets) and contains a new flow chart summarizing accounting
for intangible assets under FAS-142.

e Chapter 41, “Results of Operations”—has been revised to re-
flect the issuance of FAS-144, specifically as it impacts report-
ing of discontinued operations

e Chapter 50, “Insurance”—includes a new analysis of account-
ing for bonds and other fixed income investments, and com-
mon and nonredeemable preferred stock as it pertains to
insurance industries.

CPE Available

Aspen Law & Business is offering a complete, four-module, non-
interactive self-study CPE program that can be used in conjunction
with the 2003 Edition of Miller GAAP Guide. Our goal is to provide
you with the clearest, most concise, and up-to-date accounting and
auditing information to help further your professional development,
as well as a convenient method to help you satisfy your continuing
professional educational requirements.

The CPE course has the following characteristics:
Prerequisites: Basic knowledge of Accounting
Recommended CPE credits: 10 hours per module
Level of Knowledge: Intermediate—Builds on a basic level of
understanding in order to relate fundamental principles or
skills to practical situations and extend them to abroader range
of applications. This level is for participants with some expo-
sure to the field.
Field of Study: Accounting and Auditing

If you are interested in taking the CPE course and examination,
please contact:

Aspen CPE

c/o ACCPE

2419 Hollywood Boulevard
Hollywood, FL. 33020
800-394-6275

Aspen Publishers is registered with the National Association of State Boards
of Accountancy (NASBA) as a sponsor of continuing professional education
on the National Registry of CPE Sponsors. State boards of accountancy have
final authority on the acceptance of individual courses for CPE credit. Com-
plaints regarding registered sponsors may be registered to the National
Registry of CPE Sponsors, 150 Fourth Avenue North, Nashville, TN 37219-
2417; telephone (615) 880-4200; web site www.nasba.org.



Miller GAAP Online Library

For the latest information, visit the Miller GAAP Online Library
(www.tax.cchgroup.com), which includes: Miller GAAP Guide, Miller
GAAP Practice Manual, Miller GAAP Financial Statement Disclo-
sures Manual, and Miller GAAP Update Service.

10/02

For questions concerning this shipment, billing, or other customer service mat-
ters, call our Customer Service Department at 1-800-234-1660.

For toll-free ordering, please call 1-800-638-8437.

Copyright © 2003 by Aspen Law & Business
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About Aspen Publishers

Aspen Publishers is a leading publisher of authoritative treatises,
practice manuals, services, and journals for attorneys, corporate and
bank directors, accountants, auditors, environmental compliance pro-
fessionals, financial and tax advisors, and other business profession-
als. Our mission is to provide practical solution-based how-to infor-
mation keyed to the latest original pronouncements, as well as the
latest legislative, judicial, and regulatory developments.

We offer print and online products in the areas of accounting and
auditing; antitrust; banking and finance; bankruptcy; business and
commercial law; construction law; corporate law; criminal law; envi-
ronmental compliance; government and administrative law; health
law; insurance law; intellectual property; international law; legal prac-
tice and litigation; matrimonial and family law; pensions, benefits, and
labor; real estate law; securities; and taxation.

Aspen Publishers products treating accounting and auditing issues
include:

Accounting Irregularities and Financial Fraud

Audit Committees: A Guide for Directors, Management, and
Consultants

Construction Accounting Deskbook

CPA’s Guide to Developing Effective Business Plans

CPA’s Guide to Effective Engagement Letters

CPA’s Guide to e-Business

Federal Government Contractor’s Manual

How to Manage Your Accounting Practice

Medical Practice Management Handbook

Miller Audit Procedures

Miller Compilations and Reviews

Miller European Accounting Guide

Miller GAAP Financial Statement Disclosures Manual

Miller GAAP Practice Manual

Miller GAAS Guide

Miller GAAS Practice Manual

Miller Governmental GAAP Guide

Miller Governmental GAAP Practice Manual: A Guide to GASB 34

Miller International Accounting Standards Guide

Miller Local Government Audits

Miller Not-for-Profit Organization Audits

Miller Not-for-Profit Reporting

Miller Single Audits

Professional’s Guide to Value Pricing



Aspen’s Miller Comprehensive Online Libraries, available at
www.tax.cchgroup.com, include:

Miller GAAP Library—Miller GAAP Guide; Miller GAAP Practice
Manual; Miller GA AP Financial Statement Disclosures Manual;
and Miller GAAP Update Service

Miller GAAS Library—Miller GAAS Guide; Miller GAAS Practice
Manual; and Miller GAAS Update Service

Miller Engagement Library—Miiller Audit Procedures; Miller Compila-
tions & Reviews; and CPA’s Guide to Effective Engagement Letters

Miller Governmental GAAP Library—Miller Governmental GAAP
Guide; Miller Governmental GA AP Practice Manual: A Guide to
GASB 34; Miller Not-for-Profit Reporting; and Miller Govern-
mental GAAP Update Service

Miller Governmental and Not-for-Profit Audit Library—Miiller Single
Audits; Miller Not-for-Profit Organization Audits; and Miller
Local Government Audits

Miller International Accounting Library—Miller European
Accounting Guide and Miller International Accounting Stan-
dards Guide

Original standards and pronouncements from FASB, GASB, and IASB
are also available with any Miller Online Library.

ASPEN PUBLISHERS
A Wolters Kluwer Company
www.aspenpublishers.com




Our Peer Review Policy

Thank you for ordering the 2003 Miller GAAP Guide. Each year we
bring you the best accounting and auditing reference guides. To con-
firm the technical accuracy and quality control of our materials, Aspen
Law and Business voluntarily submitted to a peer review of our pub-
lishing system and our publications (see the Peer Review Report on
the following page).

In addition to peer review, our publications undergo strict techni-
cal and content reviews by qualified practitioners. This ensures that
our books meet “real-world” standards and applicability.

Our publications are reviewed every step of the way—from
conception to production—to ensure that we bring you the finest
guides on the market.

Updated annually, peer reviewed, technically accurate, convenient,
and practical—the 2003 Miller GAAP Guide shows our commitment to
creating books and practice aids you can trust.



Peer Review Statement

'lll Caldwell, Becker, Dervin, Petrick & Co., LL.P.

CERTIFIED PUBLIC ACCOUNTANTS

June 28, 2001

Executive Board
Aspen Publishers, Inc.

We have reviewed the system of quality control for the development and maintenance of

(“materials”) of Aspen Publishers, Inc. (the
company) in effect for the year ended June 28, 2001, and the resultant materials in effect at
June 28, 2001, in order to determine whether the materials are reliable aids to assist users in
conforming with those professional standards the materials purport to encompass. The design
of the system, and compliance with it, are the responsibilities of the company. Our responsi-
bility is to express an opinion on the design of the system, and the organization’s compliance
with that system based on our review.

Our review was conducted in accordance with the standards for reviews of quality control materials
established by the peer review committee of the SEC Practice Section of the AICPA Division for
CPA Firms. In performing our review, we have given consideration to the following general
characteristics of a system of quality control. A company’s system for the development and
maintenance of quality control materials encompasses its organizational structure and the policies
and procedures established to provide the users of its materials with reasonable assurance that the
quality control materials are reliable aids to assist them in conforming with professional standards
in conducting their accounting, auditing, and attest practices. The extent of a company’s quality
control policies and procedures for the development and maintenance of the quality control
materials and the manner in which they are implemented will depend upon a variety of factors, such
as the size and organizational structure of the company and the nature of the materials provided to
users. Variance in individual performance and professional interpretation affects the degree of
compliance with prescribed quality control policies and procedures. Therefore, adherence to all
policies and procedures in every case may not be possible.

Our review and tests were limited to the system of quality control for the development and
maintenance of the aforementioned materials of Aspen Publishers, Inc. and to the materials
themselves and did not extend to the application of these materials by users of the materials
nor to the policies and procedures of individual users.

In our opinion, the system of quality control for the development and maintenance of the
quality control materials of Aspen Publishers, Inc. was suitably designed and was being
complied with during the year ended June 28, 2001 to provide users of the materials with
reasonable assurance that the materials are reliable aids to assist them in conforming with
those professional standards the materials purport to encompass. Also, in our opinion, the
quality control materials referred to above are reliable aids at June 28, 2001.

CALDWELL, BECKER, DERVIN, PETRICK & €O, LLP.
CALDWELL, BECKER, DERVIN, PETRICK & CO., L. L. P.

F:\ Administration\ AICPA\Report & LOC\70501rev-GAAPO1.doc

20750 Ventura Boulevard, Suite 140 « Woodland Hills, CA 91364
(818) 704-1040 = (323) 873-1040 » FAX (818) 704-5536



Preface

As part of The Complete Miller GAAP Library for Business, the 2003
Miller GAAP Guide explains and analyzes promulgated accounting
principlesin the highestlevel of the GAAP hierarchy in use today. This
edition is current through the issuance of FASB Statement No. 145.

New Pronouncements and Outstanding Exposure Drafts
e FASB Statement 141 Business Combinations
e FASB Statement 142 Goodwill and Other Intangible Assets

» FASB Statement 143 Accounting for Asset Retirement Obliga-
tions

e FASB Statement 144 Accounting for the Impairment or Disposal
of Long-Lived Assets

e FASB Statement 145 Rescission of FASB Statements No. 4, 44,
and 64, Amendment of FASB Statement
No. 13, and Technical Corrections

e FASB Exposure Draft Accounting for Financial Instruments
with Characteristics of Liabilities, Equity,
or Both

e FASBExposure Draft Consolidation of Special Purpose Entities

e FASB Exposure Draft Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of
Others

e FASBExposure Draft Amendment of Statement 133 on Deriva-
tive Instruments and Hedging Activities

e FASBExposure Draft Acquisitions of Certain Financial Insti-
tutions

Also in this edition: Expanded Cross-Reference to the Miller Com-
plete Library for Business, which will help you pinpoint guidance by
pronouncement.

How to Use the 2003 Miller GAAP Guide

The 2003 Miller GAAP Guide organizes accounting pronouncements
alphabetically by topic under two general areas: generally accepted
accounting principles and specialized industry accounting prin-
ciples. Pronouncements covering the same subject are compiled and



x Preface

incorporated in a single chapter so that the authoritative information
is immediately accessible.

Material canbelocated several ways: The Cross-Reference shows the
chapter in which a particular pronouncement is discussed. The Index
provides quick, accurate reference toneeded information. Inaddition, the
Miller Complete GAAP Library is available on CD-ROM. Researching
the Miller GAAP Guide and the Miller GAAP Practice Manual is now easier
thanever.

The Miller GAAP Guide is written in clear, comprehensible language.
Each pronouncementis discussed inacomprehensive formatthatmakes
it easy to understand and apply. Practical illustrations and examples
demonstrate and clarify specific accounting principles.

The Practice Pointers throughout this edition dojust that: they point
out in plain English how to apply the standards just discussed.

Observations enrich the discussion by presenting interesting aspects
of GAAP, such as conflicts within the authoritative literature. Although
no attempt is made to resolve apparent errors and conflicts in the
promulgated pronouncements, these items arebroughtto your attention.

To facilitate research, the Miller GAAP Guide includes extensive
codification references to pertinent paragraphs of the original pro-
nouncements.

The 2003 Miller GAAP Guide meets accounting industry standards
overseen by the peer review system. A document covering the peer
review of this book is reprinted for your reference.

CPE Available

Aspen Law and Business* is offering a complete, four-module non-
interactive self-study CPE Program that can be used in conjunction
with your 2003 Miller GAAP Guide. Our goal is to provide you with the
clearest, most concise, and up-to-date accounting and auditing infor-
mation to help further your professional development, as well as a
convenient method to help you satisfy your continuing professional
educational requirements.
The CPE course has the following characteristics:

Prerequisites: Basic knowledge of Accounting
Recommended CPE Credits: 10 hours per module

* Aspen Publishers is registered with the National Association of State Boards
of Accountancy (NASBA) as a sponsor of continuing professional education
on the National Registry of CPE Sponsors. State boards of accountancy have
final authority on the acceptance of individual courses for CPE credit. Com-
plaints regarding registered sponsors may be addressed to the National
Registry of CPE Sponsors, 150 Fourth Avenue North, Nashville, TN 37219-
2417; telephone (615) 880-4200; web site www.nasba.org.



Preface xi

Level of Knowledge: Intermediate—Builds on abasiclevel of
understanding in order to relate fundamental principles or
skills to practical situations and extend them to a broader
range of applications. This level is for participants with some
exposure to the subject.

Field of Study: Accounting & Auditing

If you are interested in taking the CPE course and examination,
please contact:

Aspen CPE

c/o0 ACCPE

2419 Hollywood Boulevard
Hollywood, FL 33020
800-394-6275

Acknowledgments

The author thanks Joseph V. Carcello, Ph.D., CPA, University of Ten-
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as their patience, in bringing this edition to press.

Abbreviations

The following abbreviations are used throughout the text to represent
accounting and auditing principles:

APB
ARB
ASR
FAS
FIN

SAS
sOopP

Accounting Principles Board Opinion

Accounting Research Bulletin

Accounting Series Release

FASB Statement of Financial Accounting Standards
FASB Interpretation

Statement on Auditing Standards

AICPA Statement of Position
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About the GAAP Hierarchy

The meaning of the term generally accepted accounting principles (GAAP)
has varied over time. Originally, GAAP referred to accounting poli-
cies and procedures that were widely used in practice. As standard-
setting bodies and professional organizations became more involved
in recommending preferred practices, the term came to refer more to
the pronouncements issued by particular accounting bodies. Today,
many different series of authoritative literature exist, some of which
are still in effectbut are no longer being issued, like APB Opinions and
AICPA Accounting Research Bulletins. Others—such as FASB State-
ments—continue to be issued by accounting organizations.

Tobetter organize and clarify whatis meantby GAAP, SAS-69 (The
Meaning of “Present Fairly in Conformity with Generally Accepted
Accounting Principles” in the Independent Auditor’s Report) estab-
lished what is commonly referred to as the GAAP hierarchy. The
purpose of the hierarchy is to instruct financial statement preparers,
auditors, and users of financial statements concerning the relative
priority of the different sources of GAAP used by auditors to judge the
fairness of presentation in financial statements. Though the GAAP
hierarchy appears in the professional auditing literature, its impact
goes beyond its importance to auditors: Preparers, users, and others
interested in financial statements must understand the sources of
GAAP that underlie those statements. The SAS-69 GAAP hierarchy
applies to for-profit businesses and non-governmental not-for-profit
entities. Separate hierarchies exist for state and local governments and
for the federal government.

SAS-69 defines the GAAP hierarchy by outlining four categories of
established accounting principles. Because these sources of account-
ing principles arose over five decades and were promulgated by
different groups, some conflicts existamong them. The four categories
of GAAP correspond to these principles’ relative authoritativeness.
Higher categories carry more weight and must be followed when
conflicts arise. When two or more sources of GAAP within a given
level of the hierarchy disagree on a particular transaction, the ap-
proach that better portrays the substance of the transaction should be
followed.

In addition to these four levels, the GAAP hierarchy recognizes
other types of accounting literature that may be useful in resolving
financial reporting problems when issues have not been covered in
established sources of GAAP.

The figure on the following pages displays the four levels of
established principles that are supported by authoritative accounting
literature, as well as the additional sources of GAAP, and the corre-
sponding Miller coverage.



