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GAAP Guide, Volumes I & II
By Jan R. Williams, Joseph V. Carcello, Terry L. Neal, and Judith Weiss

Highlights

The 2012 CCH GAAP Guide analyzes financial reporting standards contained in
the FASB’s Accounting Standards Codification™ (ACS). The former books, GAAP
Guide, Volume I, covering former Level A GAAP, and GAAP Guide, Volume 1I,
covering GAAP levels B, C, and D, have been combined so that all authoritative
literature on a subject is covered in a single chapter. The book organizes the

authoritative literature in a manner consistent with the ASC and uses the
numbering system in the ASC.

2012 Edition

This edition of the GAAP Guide, for the first time, incorporates all GAAP for a
subject into a single chapter, separated into general guidance and implementa-

tion guidance. New and expanded coverage is presented for the following
subjects:

e ASC 220 has been revised to include ASU 2011-05, Presentation of Compre-
hensive Income.

® ASC 310 has been revised to include ASU 2011-02, Creditor’s Determination of
Whether a Restructuring Is a Troubled Debt Restructuring.

ASC 350, “Goodwill and Other,” has been revised to incorporate ASU

2010-28, When to Perform Step 2 of the Goodwill Impairment Test for Reporting
Units with Zero or Negative Carrying Amounts.

ASC 720, “Other Expenses,” has been revised to incorporate ASU 2010-27,
Fees Paid to the Federal Government by Pharmaceutical Manufacturers, and ASU
2011-06, Fees Paid to the Government by Health Insurers.

ASC 805, “Business Combinations,” has been revised to incorporate ASU

2010-29, Disclosure of Supplementary Pro Forma Information for Business
Combinations.

e ASC 820 has been revised to include ASU 2011-04, Amendments to Achieve

Common Fair Value Measurements and Disclosure Requirements in U.S. GAAP
and IFRSs.

ASC 944, “Financial Services-Insurance,” has been revised to include ASU

2010-26, Accounting for Costs Associated with Acquiring or Renewing Insurance
Contract.

ASC 954, “Health Care Entities,” has been revised to include ASU 2011-07,
Presentation and Disclosure of Patient Service Revenue, Provision for Bad Debts,
and the Allowance for Doubtful Accounts for Certain Health Care Entities.
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e ASC 962, Plan Accounting-Defined Contribution Pension Plans, has been

revised to include ASU 2010-25, Reporting Loans to Participants in Defined
Contribution Pension Plans.

Exposure drafts of Accounting Standards Updates are found in the appropri-
ate chapters throughout the book:

® Presentation of Financial Statements Disclosure of Certain Loss Contingencies

e Disclosure of Certain Risks and Uncertainties and the Liquidation Basis of

Accounting

Accounting for Financial Instruments and Revisions to the Accounting for Deriva-
tive Instruments and Hedging Activities

® Derecognition of In-Substance Real Estate

CCH Learning Center

CCH’s goal is to provide you with the clearest, most concise, and up-to-date
accounting and auditing information to help further your professional develop-
ment, as well as a convenient method to help you satisfy your continuing
professional education requirements. The CCH Learning Center’ offers a com-
plete line of self-study courses covering complex and constantly evolving ac-
counting and auditing issues. We are continually adding new courses to the
library to help you stay current on all the latest developments. The CCH
Learning Center courses are available 24 hours a day, seven days a week. You'll
get immediate exam results and certification. To view our complete accounting
and auditing course catalog, go to: http:/cch.learningcenter.com.

Accounting Research Manager™

Accounting Research Manager is the most comprehensive, up-to-date, and
objective online database of financial reporting literature. It includes all authori-

tative and proposed accounting, auditing, and SEC literature, plus independent,
expert-written interpretive guidance.

Our Weekly Summary e-mail newsletter highlights the key developments of
the week, giving you the assurance that you have the most current information.
It provides links to new FASB, AICPA, SEC, PCAOB, EITF, and IASB authorita-

tive and proposal-stage literature, plus insightful guidance from financial report-
ing experts.

* CCH is registered with the National Asso- * CCH is registered with the National As-

ciation of State Boards of Accountancy
(NASBA) as a sponsor of continuing profes-
sional education on the National Registry of
CPE Sponsors. State boards of accountancy
have final authority on the acceptance of indi-
vidual courses for CPE credit. Complaints re-
garding registered sponsors may be
addressed to the National Registry of CPE
Sponsors, 150 Fourth Avenue North, Nash-
ville, TN 37219-2417. Telephone: 615-880-4200.

sociation of State Boards of Accountancy as a
Quality Assurance Service (QAS) sponsor of
continuing professional education. Participat-
ing state boards of accountancy have final
authority on the acceptance of individual
courses for CPE credit. Complaints regarding
QAS program sponsors may be addressed to
NASBA, 150 Fourth Avenue North, Suite 700,
Nashville, TN 37219-2417. Telephone:
615-880-4200.
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Our outstanding team of content experts takes pride in updating the system
on a daily basis, so you stay as current as possible. You'll learn of newly released
literature and deliberations of current financial reporting projects as soon as they
occur! Plus, you benefit from their easy-to-understand technical translations.

With Accounting Research Manager, you maximize the efficiency of your
research time, while enhancing your results. Learn more about our content, our
experts and how you can request a FREE trial by visiting us at http:/
www.accountingresearchmanager.com.
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Our Peer Review Policy

Thank you for ordering the 2012 GAAP Guide. Each year we bring you the best
accounting and auditing reference guides. To confirm the technical accuracy and
quality control of our materials, CCH voluntarily submitted to a peer review of

our publishing system and our publications (see the Peer Review Report on the
following page).

In addition to peer review, our publications undergo strict technical 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 2012 GAAP Guide shows our commitment to creating books and
practice aids you can trust.
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Peer Review Statement

III/ Caldwell, Becker, Dervin, Petrick & Co., L.L.P

CERTIFIED PUBLIC ACCOUNTANTS

Quality Control Materials Review Report

November 12, 2009

Executive Board
CCH, a Wolters Kluwer business
and the National Peer Review Committee

We have reviewed the system of quality control for the development and maintenance of GAAP
Guide (2010 Edition) (hereafter referred to as materials) of CCH, a Wolters Kluwer business (the
organization) and the resultant materials in effect at October 31, 2009. Our quality control
materials peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute of
Certified Public Accountants. The organization is responsible for designing a system of quality
control and complying with it to provide users of the materials with reasonable assurance that the
materials are reliable aids to assist them in conforming with those professional standards that the
materials purport to encompass. Our responsibility is to express an opinion on the design of the
system and the organization’s compliance with that system based on our review. The nature,
objectives, scope, limitations of, and the procedures performed in a Quality Control Materials
Review are described in the standards at www.aicpa.org/prsummary.

In our opinion, the system of quality control for the development and maintenance of the quality
control materials of CCH, a Wolters Kluwer business was suitably designed and was being
complied with during the year ended October 31, 2009, 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 October 31, 2009. Organizations can receive a rating

of pass, pass with deficiency(ies), or fail. CCH, a Wolters Kluwer business has received a peer
review rating of pass.

CALOWELL, BECkER, DERVIN, PETRICK & Co, LLP.
CALDWELL, BECKER, DERVIN, PETRICK & CO., L.L.P.

20750 Ventura Boulevard, Suite 140 « Woodland Hills, CA 91364
(818) 704-1040 * FAX (818) 704-5536
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Preface

The 2012 GAAP Guide explains and analyzes promulgated accounting standards
in use today as reflected in the FASB’s Accounting Standards Codification (ASC).
This edition is current through the issuance of Accounting Standards Update
2011-07 and assists users by including citations to the ASC throughout

New Accounting Standards Updates and Outstanding Exposure

Drafts

e ASU 2010-25
e ASU 2010-26
e ASU 2010-27

* ASU 2010-28

e ASU 2010-29
e ASU 2011-02
e ASU 2011-04

e ASU 2011-05
e ASU 2011-07

® ASU Exposure Draft
® ASU Exposure Draft
® ASU Exposure Draft
* ASU Exposure Draft

® ASU Exposure Draft

Reporting Loans to Participants in Defined Contribution
Plans

Accounting for Costs Associated with Acquiring or
Renewing Insurance Contracts

Fees Paid to the Federal Government by Pharmaceutical
Manufacturers

When to Perform Step 2 of the Goodwill Impairment
Test for Reporting Units with Zero or Negative Carrying
Value

Disclosure of Supplemental Pro Forma Information for
Business Combinations

A Creditor’s Determination of Whether a Restructuring
Is a Troubled Debt Restructuring

Amendments to Achieve Common Fair Value

Measurements and Disclosure Requirements in U.S.
GAAP and IFRSs

Presentation of Comprehensive Income

Presentation and Disclosure of Patient Services
Revenue, Provision for Bad Debts, and the Allowance
for Doubtful Accounts for Certain Health Care Entities

Derecognition of In-Substance Real Estate
Presentation of Financial Statements
Disclosure of Certain Loss Contingencies

Accounting for Financial Instruments and Revisions to
the Accounting for Derivative Instruments and Hedging
Activities

Disclosures about Risks and Uncertainties and the
Liquidation Basis of Accounting

How to Use the 2012 GAAP Guide

The 2012 GAAP Guide organizes accounting pronouncements around the major
sections of the Accounting Standards Codification™ of the FASB. The Codifica-
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tion brings together in a single location all GAAP for a particular transaction or
other financial reporting situation.

The complete GAAP Guide is available on CD-ROM. Researching the GAAP
Guide is now easier than ever.

The GAAP Guide is written in clear, comprehensible language. Each section
of the Codification covered in the 2012 GAAP Guide is discussed in a comprehen-
sive format that makes it easy to understand and apply. Practical illustrations
and examples demonstrate and clarify specific accounting principles.

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

Observations enrich the discussion by presenting interesting aspects of
GAAP.

To facilitate research, the GAAP Guide includes extensive codification refer-
ences to pertinent paragraphs of the original pronouncements.

The 2012 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.

Abbreviations

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

APB Accounting Principles Board Opinion

ARB Accounting Research Bulletin

ASC FASB Accounting Standards Codification™

ASR Accounting Series Release

ASU FASB Accounting Standards Update
CON FASB Concepts Statements

FAS FASB Statement of Financial Accounting Standards
FIN FASB Interpretation

SAS Statement on Auditing Standards

SOP AICPA Statement of Position
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About the Accounting Standards
Codification and the Former GAAP

Hierarchy

For many years, generally accepted accounting principles comprised standards
that were issued by different standard-setting bodies and professional organiza-
tions. To clarify the relative importance of these various standards, SAS-69 (The
Meaning of “Present Fairly in Conformity with Generally Accepted Accounting
Principles” in the Independent Auditor’s Report) organized them into a hierar-
chical structure with four levels of authority, commonly referred to as the GAAP
hierarchy. The GAAP hierarchy was amended in 2008 by FAS-162 (The Hierarchy
of Generally Accepted Accounting Principles). The purpose of the GAAP hierar-
chy was to inform preparers, auditors, and users of financial statements about
the relative priority of the different sources of GAAP used by auditors to judge
the fairness of the presentation in financial statements.

In June of 2009, after an extended period of preparation, experimentation,
and testing, the FASB issued FAS-168 (The FASB Accounting Standards Codifica-
tion and the Hierarchy of Generally Accepted Accounting Principles), which
replaces FAS-162 and replaces all standards by establishing and codifying a
single source of authoritative nongovernmental U.S. GAAP. The FASB’s Ac-
counting Standards Codification (ASC) organizes the thousands of U.S. GAAP
pronouncements into approximately 90 accounting topics, placing them in a
consistent structure that includes relevant Securities and Exchange Commission
guidance for public companies. The Codification did not change GAAP but,
rather, introduced a new structure that is described by the FASB as easily
accessible and user-friendly. The FASB expects the new system to assist in
researching accounting topics. The improved usability of the authoritative litera-

ture and accessibility of updates to standards should mitigate the risk of
noncompliance.

The Codification was generally effective for financial statements issued for
interim and annual periods ending after September 15, 2009, with limited excep-
tions. At that time, all non-SEC accounting and reporting standards were super-
seded, with limited exceptions. Additional coverage of the Codification is found
in Chapter 2 of CCH’s 2011 GAAP Guide, Volume I.

For the 2012 edition of the GAAP Guide, the pre-Codification tables of
contents has been replaced with a new table of contents that is based on the
Codification. Each chapter is separated into general guidance and implementa-
tion guidance to assist users of the GAAP Guide in understanding and applying
GAAP for a particular transaction or financial reporting situation.
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