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spective application of changes. 
• State the methods used to derive current cost. 
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• Specify the calculations for basic earnings per share and diluted earnings per share. 
• Identify the assumptions that underlie the integral view and discrete view of interim reporting. 
• Recognize the situations that can cause reportable risks and uncertainties. 
• State the segment test rules used to determine reportable segments. 
• Specify the accounting treatment for lending arrangements and loan origination fees. 
• Identify how investment securities are measured and how to account for associated credit losses. 
• Recognize how the equity method is formulated and updated. 
• Cite how the periodic and perpetual inventory methods are used to derive the cost of goods sold, 

and how the gross profit method and retail method are used to estimate ending inventory. 
• Recognize the rules for recognizing and disclosing deferred advertising costs, as well as the ac-

counting for insurance contracts. 
• Identify the situations in which goodwill is associated with reporting units, and note the rules for 

conducting impairment testing. 
• Specify the valuation method used for acquired fixed assets, as well as the calculations for the 

various depreciation methods. 
• Identify the assessments and surcharges associated with insurance activities. 
• State the accounting rules for deferring and recognizing asset retirement obligations. 
• Specify the circumstances under which the cost of employee and other contractual terminations can 

be recognized. 
• Cite the characteristics of and reporting obligations associated with commitments. 
• State the circumstances under which loss contingencies are recognized, and when they are only 

disclosed. 
• Identify the methods used to place valuations on guarantees. 
• State the components of debt. 
• Specify the circumstances under which a spinoff occurs, and when a dividend is in arrears. 
• Identify the evaluation criteria for a contract, the components of the transaction price, and when a 

contract modification triggers treatment as a new contract. 
• Recognize the circumstances under which the costs of compensated absences are recognized. 
• State the key elements of net periodic pension cost, and the accounting for defined benefit and 

defined contribution plans. 
• Specify how costs are derived for exercised and unexercised stock options. 
• Identify the proper expense recognition for insurance contracts and business process reengineering. 
• State the types of activities classified as research and development, and how research and develop-

ment costs are to be recognized. 
• Recognize which tax rate to apply to a reporting period. 
• Identify the types of acquisitions, and the types of intangible assets that can be recognized as part 

of an acquisition. 
• Identify the situations in which a controlling financial interest cannot be determined, as well as the 

types of eliminations used when conducting a consolidation. 
• Specify the accounting for derivative speculation and the classifications for hedges and invest-

ments. Recognize the methods used to measure hedge effectiveness. 
• State the concepts upon which fair value measurements are derived. 
• Cite the circumstances in which the fair value option can be applied, and the disclosures related to 

financial instruments. 
• Specify the accounting for payments to suppliers in foreign currencies, as well as how to identify 

a functional currency. 
• Identify the situations in which interest capitalization can be used, and when an interest rate should 

be imputed. 
• Specify the leasing rules related to asset substitution. 
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• Recall the circumstances under which a separate lease component is considered to exist. 
• Specify the different types of lease payments. 
• Recall how the 12-month lease exception works. 
• Identify the unique characteristics of sales-type and direct financing leases. 
• Specify the restrictions on the use of the risk-free discount rate when deriving a lease present value. 
• Specify the valuation alternatives in a nonmonetary exchange, and the usage rules for boot. 
• Cite the types of entities considered to be related parties, and what information should be disclosed 

about them. 
• State the types of events classified as subsequent events, and note which of these events can alter 

the financial statements. 
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Preface 
The accounting by businesses in the United States is largely governed by Generally Accepted Accounting 
Principles (GAAP). The source documents for GAAP cover multiple thousands of pages, so their heft alone 
makes them difficult to research. The GAAP Guidebook lightens the research chore by presenting the es-
sential elements of GAAP in a single volume, with an emphasis on key accounting requirements and dis-
closures. These essential elements are closely supported by several hundred examples and tips. 

Following an introduction to GAAP in Chapter 1, the Guidebook covers in Chapters 2 through 13 all 
aspects of the presentation of financial statements, including accounting changes and error corrections, 
earnings per share, interim reporting, and segment reporting. We then move on to the accounting for assets 
in Chapters 14 through 20, which encompasses receivables, investments, inventory, intangible assets, and 
fixed assets. Chapters 21 through 28 cover a broad range of liability and equity issues, while Chapters 29 
through 35 address a number of income statement topics – revenue recognition, compensation expense, 
income taxes, and more. Finally, Chapters 36 through 46 delve into a number of major transaction types, 
including business combinations, consolidations, derivatives, fair value, foreign currency, leases, and sub-
sequent events. The chapters include tips, podcast references, and a variety of illustrations. 

You can find the answers to many accounting questions in the Guidebook that might otherwise require 
extensive research in the original GAAP source documents, such as: 

• What is the proper presentation of a balance sheet? 
• What does an indirect method statement of cash flows look like? 
• How do I calculate diluted earnings per share? 
• What information must be included in interim financial statements? 
• How do I use the equity method to account for investments? 
• How do I use a cost layering system to account for inventory? 
• What is the process for testing intangible assets for impairment? 
• How do I account for fixed assets acquired in a business combination? 
• What is the correct accounting for a stock split? 
• When can I recognize revenue? 
• How do I account for a defined benefit pension plan? 
• How do I account for a business combination? 

The GAAP Guidebook is designed for both professionals and students. Professionals can use it as a handy 
reference tool that reduces research time, while students will find that it clarifies many of the more arcane 
accounting topics. Given its ability to present summarized GAAP information, the GAAP Guidebook may 
earn a permanent place on your book shelf. 
 

Centennial, Colorado 
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