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PREFACE

This 10th edition Advanced Accounting is designed for undergraduate and graduate students
majoring in accounting. This edition includes 22 chapters designed for financial accounting
courses beyond the intermediate level. Although this text is primarily intended for accounting
students, it is also useful for accounting practitioners interested in preparation or analysis of
consolidated financial statements, accounting for derivative securities, and governmental and not-
for-profit accounting and reporting. This 10th edition has been thoroughly updated to reflect recent
business developments and changes in accounting standards and regulatory requirements.

This comprehensive textbook addresses the practical financial reporting problems encountered
in consolidated financial statements, goodwill, other intangible assets, and derivative securities. The
text also includes coverage of foreign currency transactions and translations, partnerships, corporate
liquidations and reorganizations, governmental accounting and reporting, not-for-profit accounting,
and estates and trusts.

An important feature of the book is the continued student orientation, which has been further
enhanced with this edition. This 10th edition strives to maintain an interesting and readable text for the
students. The focus on the complete equity method is maintained to allow students to focus on account-
ing concepts rather than bookkeeping techniques in learning the consolidation materials. This edition
also maintains the reference text quality of prior editions through the use of electronic supplements to
the consolidation chapters provided on the Web site that accompanies this text, at www.prenhall .com/
beams. The presentation of consolidation materials highlights working paper—only entries with
shading and presents working papers on single upright pages. All chapters include excerpts from the
popular business press and references to familiar real-world companies, institutions, and events.
This book uses examples from annual reports of well-known companies and governmental and not-
for-profit institutions to illustrate key concepts and maintain student interest. Assignment materials
include items from past CPA examinations and have been updated and expanded to maintain close
alignment with coverage of the chapter concepts. Assignments have also been updated to include
additional research cases and simulation-type problems. This edition maintains identification of
names of parent and subsidiary companies beginning with P and S, allowing immediate identifica-
tion. It also maintains parenthetical notation in journal entries to clearly indicate the direction and
types of accounts affected by the transactions. This 10th edition retains the use of learning objectives
throughout all chapters to allow students to better focus their study time on the important concepts.

NEW TO THIS EDITION

Important changes in the 10th edition of Advanced Accounting include the following:

m Integrative research cases and simulation problems have been provided through-
out the text.

HAESE THIABE, WS REMS. — AT



PREFACE

®  Chapters 12 and 13, covering accounting for derivatives and foreign currency
transactions and translations, have been substantially revised and rewritten. The
redesign will allow students to better understand these complex topics.

E Coverage of ethics in financial accounting and reporting has been expanded to
reflect recent accounting scandals. This includes coverage of provisions of the
Sarbanes-Oxley Act, where appropriate.

B All chapters have been updated to include coverage of the latest international
reporting standards and issues, where appropriate.

® Chapters | through 11 have been updated to reflect the most recent Financial
Accounting Standards Board (FASB) statements and interpretations related to con-
solidated financial reporting, under SFAS No. 141R and SFAS No. 160, including
accounting for variable-interest entities under FIN 46R. Fair-value accounting under
SFAS No. 157 and SFAS No. 159 has been added to all appropriate sections of the text.

® Chapters 3 and 4 maintain detailed examples on how to prepare consolidation
working papers using electronic spreadsheet software, again updated to include
the effects of the revised consolidation standards. Students will find this especially
useful, and instructors who prefer not to use class time on these mechanics will
also benefit.

m Descriptions have been added to all exercises and problems to permit easy
identification.

m Coverage of derivative instruments and hedging activities has been revised and
updated to help students more easily understand these complex topics. Chapters
12 and 13 have been extensively revised.

B The governmental and not-for-profit chapters have been updated to include all
standards through GASB No. 51. These chapters have also been enhanced with the
addition of illustrations of the financial statements from Golden, Colorado.
Coverage now includes service efforts and accomplishments, as well as post-
employment benefits other than pensions. Chapter 19 now includes an exhibit
with t-accounts to help students follow the governmental fund transactions and
their financial statement impact.

m The appendix covering fiduciary accounting for estates and trusts from prior edi-
tions has been expanded, and this material now appears as a new Chapter 22.
Assignment materials have been added to enhance student learning of these topics.

ORGANIZATION OF THIS BOOK

Chapters | through 11 cover business combinations, the equity and cost methods of accounting for
investments in common stock, and consolidated financial statements. This emphasizes the impor-
tance of business combinations and consolidations in advanced accounting courses as well as in
financial accounting and reporting practices.

Accounting and reporting standards for acquisition-method business combinations are
introduced in Chapter 1. Chapter 1 also provides necessary background material on the form and
economic impact of business combinations. Chapter 2 introduces the complete equity method of
accounting as a one-line consolidation, and this approach is integrated throughout subsequent
chapters on consolidations. This approach permits alternate computations for such key concepts as
consolidated net income and consolidated retained earnings, and it helps instructors explain the
objectives of consolidation procedures. The alternative computational approaches also assist
students by providing a check figure for their logic on these key concepts.

The one-line consolidation is maintained as the standard for a parent company in accounting
for investments in its subsidiaries. Procedures for situations in which the parent company uses the
cost method or an incomplete equity method to account for investments in subsidiaries are covered
in electronic supplements to the chapters, which are available at the Advanced Accounting Web
site, www.prenhall.com/beams. The supplements include assignment materials for these alternative
methods so that students can be prepared for consolidation assignments, regardless of the method
used by the parent company.
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New pooling of interest combinations have been eliminated as a result of FASB Statement
No. 14IR, although, existing poolings were grandfathered. Coverage of pooling of interests
accounting and reporting is maintained in electronic supplements on the Advanced Accounting Web
site.

Chapter 3 introduces the preparation of consolidated financial statements. Students learn how
to record the fair values of the subsidiary’s identifiable net assets and implied goodwill. Chapter 4
continues consolidations coverage, introducing working paper techniques and procedures. The text
emphasizes the three-section, vertical financial statement working paper approach throughout, but
Chapter 4 also offers a trial balance approach in the appendix. The standard employed throughout
the consolidation chapters is working papers for a parent company that uses the complete equity
method of accounting (i.e., one-line consolidations) for investments in subsidiaries.

Chapters 5 through 7 cover intercompany transactions in inventories, plant assets, and bonds.
The Appendix to Chapter 5 reviews SEC accounting requirements. Chapter 8 discusses changes in
the level of subsidiary ownership, and Chapter 9 introduces more complex affiliation structures.
Chapter 10 covers several consolidation-related topics: subsidiary preferred stock, consolidated
earnings per share, and income taxation for consolidated business entities. The electronic supple-
ment to Chapter 10 covers branch accounting. Chapter 11 is a theory chapter that discusses alter-
native consolidation theories, push-down accounting, leveraged buyouts, corporate joint ventures,
and key concepts related to accounting and reporting by variable interest entities. The electronic
supplement to Chapter 11 presents current cost implications for consolidated financial reporting.
Chapters 9 through 11 cover specialized topics and have been written as stand-alone materials.
Coverage of these chapters is not necessary for assignment of subsequent text chapters.

Business enterprises become more global in nature with each passing day. Survival of a
modern business depends on access to foreign markets, suppliers, and capital. Some of the unique
challenges of international business and financial reporting are covered in Chapters 12 and 13.
Chapters 12 and 13, covering accounting for derivatives and foreign currency transactions and
translations, have been substantially revised and rewritten. Chapter 12 is now divided into two
parts. Part I covers accounting for derivative securities in general, and Part Il expands this topic to
include accounting for derivatives for foreign currency—denominated transactions. Coverage
includes import and export activities and forward or similar contracts used to hedge against poten-
tial exchange losses. Chapter 13 focuses on preparation of consolidated financial statements for
foreign subsidiaries. Chapter 13 covers translation and remeasurement of foreign-entity financial
statements, one-line consolidation of equity method investees, consolidation of foreign subsidiaries
for financial reporting purposes, and the combination of foreign branch operations.

Chapter 14 introduces topics of segment reporting under FASB Statement No. 131, as well as
interim financial reporting issues. Partnership accounting and reporting are covered in chapters 15
and 16 cover branch accounting. Chapter 17 discusses accounting and reporting procedures related
to corporate liquidations and reorganizations.

Chapters 18 through 20 provide an introduction to governmental accounting, and Chapter 21
introduces accounting for voluntary health and welfare organizations, hospitals, and colleges and
universities. These chapters are completely updated through GASB Statement No. 51, providing
students with a good grasp of key concepts and procedures related to not-for-profit accounting.

Finally, Chapter 22 provides coverage of fiduciary accounting and reporting for estates and trusts.

CUSTOMIZING THIS TEXT

You can easily customize this text via Prentice Hall Custom Business Resources (PHCBR).
PHCBR offers you the flexibility to select specific chapters from this text to create a customized
book to exactly fit your course needs. When you customize a book with PHCBR, your book will
have the chapters in the order that matches your syllabus, with sequential pagination. All cross-
references to other chapters will be removed. You even have the option to add your own material or
third-party content!

To receive your free evaluation copy, build your book online, at www.prenhall.com/
custombusiness; contact your Pearson representative; or contact us directly at Pearson Custom
Publishing, e-mail dbase.pub@pearsoncustom.com and phone 800-777-6872. You can expect your
evaluation copy to arrive within 7 to 10 business days.
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INSTRUCTORS’ RESOURCES

The supplements that accompany this text are available for instructors only to download at our
Instructor Resource Center, at www.pearsonhighered.coml/irc. Resources include the following:

® Solutions manual: Prepared by the authors, the solutions manual includes updated
answers to questions and solutions to exercises and problems. Solutions to assign-
ment materials included in the electronic supplements are also included. Solutions are
provided in electronic format, making electronic classroom display easier for instruc-
tors. All solutions have been accuracy checked to maintain high-quality work.

B Instructor’s manual: The instructor’s manual contains comprehensive outlines
of all chapters, class illustrations, descriptions for all exercises and problems
(including estimated times for completion), and brief outlines of new standards set
apart for easy review.

m Test item file: This file includes test questions in true/false, multiple-choice,
short-answer, and problem formats. Solutions to all test items are also included.

® PowerPoint presentation: A ready-to-use PowerPoint slideshow designed for
classroom presentation is available. Instructors can use it as-is or edit content to fit
particular classroom needs.

STUDENT RESOURCES

To access the student download Web site, visit www.pearsonhighered.com/beams. This Web site
includes the electronic supplements for certain chapters, spreadsheet templates, and PowerPoint
presentations by chapter.
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