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Course Overview

This course offers an intensive study of advanced financial accounting concepts such as consolidating
financial statement information, accounting treatment of foreign currency transactions, and advanced
concepts of partnerships and state and local governments. The course uses information from current
business practice, making this course and the content immediately relevant to you and your business world.

Course Competencies

To successfully complete this course, you will be expected to:

Course Prerequisites

Prerequisite(s): BUS4062.

Consolidate financial statement information.1

Evaluate the influence of global money markets on financial statements.2

Evaluate partnership accounting issues.3

Analyze accounting issues related to government.4

Communicate in a manner that is professional and consistent with expectations for
professionals in the field of accounting.
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Syllabus  Course Materials

Required

The materials listed below are required to complete the learning activities in this course.

Integrated Materials

Many of your required books are available via the VitalSource Bookshelf link in the courseroom, located in
your Course Tools. Registered learners in a Resource Kit program can access these materials using the
courseroom link on the Friday before the course start date. Some materials are available only in hard-copy
format or by using an access code. For these materials, you will receive an email with further instructions for
access. Visit the Course Materials page on Campus for more information.

Book

Hoyle, J. B., Schaefer, T., & Doupnik, T. (2018). Fundamentals of advanced accounting (7th ed.). New
York, NY: McGraw-Hill Education. ISBN: 9781260151879.

Miscellaneous Item

McGraw-Hill Higher Education. (2018). Fundamentals of advanced accounting additional student
resources [Companion website]. Retrieved from
http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html

External Resource

Please note that URLs change frequently. While the URLs were current when this course was designed,
some may no longer be valid. If you cannot access a specific link, contact your instructor for an alternative

https://campus.capella.edu/course-materials/home


Unit 1   Equity Method for Investments

URL. Permissions for the following links have been either granted or deemed appropriate for educational use
at the time of course publication.

Cable News Network. (2000). PepsiCo quenches thirst with Quaker Oats deal. Retrieved from
http://edition.cnn.com/2000/fyi/news/12/04/pepsi.purchase/index.html
City of Sacramento, California. (n.d.). Comprehensive annual financial report.  Retrieved from
http://www.cityofsacramento.org/Finance/Accounting/Reporting
Fran Finnegan & Company. (2009). PepsiCo, Inc. – 425. SEC Info. Retrieved from
http://www.secinfo.com/d2bwb.4f8Ae.htm#1stPage
McGraw-Hill Higher Education. (2018). Chapter 11: Excel Templates (Excel 2010 version).
Fundamentals of Advanced Accounting companion website. Retrieved from
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch11.xlsx
McGraw-Hill Higher Education. (2018). Chapter 2: Excel Templates (Excel 2010 version). Fundamentals
of Advanced Accounting companion website. Retrieved from
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch02.xlsx
McGraw-Hill Higher Education. (2018). Chapter 4: Excel Templates (Excel 2010 version). Fundamentals
of Advanced Accounting companion website. Retrieved from
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch04.xlsx
McGraw-Hill Higher Education. (2018). Chapter 8: Excel Templates (Excel 2010 version). Fundamentals
of Advanced Accounting companion website. Retrieved from
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch08.xlsx
Sorkin, A. R., & Winter, G. (2000, December 4). PepsiCo said to acquire Quaker Oats for $13.4 billion in
stock. The New York Times. Retrieved from http://query.nytimes.com/gst/fullpage.html?
res=9D00E4DF173CF937A35751C1A9669C8B63

Suggested

The following materials are recommended to provide you with a better understanding of the topics in this
course. These materials are not required to complete the course, but they are aligned to course activities and
assessments and are highly recommended for your use.

Optional

The following optional materials are offered to provide you with a better understanding of the topics in this
course. These materials are not required to complete the course.

Introduction

http://edition.cnn.com/2000/fyi/news/12/04/pepsi.purchase/index.html
http://www.cityofsacramento.org/Finance/Accounting/Reporting
http://www.secinfo.com/d2bwb.4f8Ae.htm#1stPage
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch11.xlsx
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch02.xlsx
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch04.xlsx
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch08.xlsx
http://query.nytimes.com/gst/fullpage.html?res=9D00E4DF173CF937A35751C1A9669C8B63


u01s1 - Studies

u01a1 - Equity Method Transactions and Reporting

By now you are probably asking yourself, how can there be additional accounting topics that have not been
covered in the courses that preceded this one? Those previous courses answered most of the questions
facing someone seeking a career in the accounting field; however, many unanswered questions remain.

This initial unit addresses the following:

What methods are available to account for investments by one company in another?
How are costs matched against revenues from these investments?
What does FASB have to say about accounting for investments?
Why use the equity method versus the fair-value method to account for said investments?

We address these questions and several more as we explore the equity method of accounting for
investments.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 1, "The Equity Method of Accounting for Investments," pages 1–24. Your focus should be on
the accounting and reporting for investment activities of a business and the necessary calculations and
journal entries.

Presentation

In each unit of this course, you will access a presentation from the Fundamentals of Advanced Accounting
Additional Student Resources companion website, which relates directly to your textbook. In this unit,
complete the Chapter 1 presentation, "The Equity Method of Accounting for Investments."

u01s1 - Learning Components

Apply the equity method of accounting.
Prepare journal entries for equity method.
Record sale of equity investments.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u01a2 - Investment Sales Transactions

u01d1 - In Opposition to the Equity Method

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 13 on page 30. This assignment tests your knowledge of reporting under the equity method of
accounting.
Problem 18 on page 31. You are responsible for preparing journal entries under the equity method of
accounting.

Review the Equity Method Transactions and Reporting Scoring Guide to ensure you complete all grading
criteria.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 31 on page 34. This assignment tests your ability to prepare equity method conversion
transactions over several years.

Review the Investment Sales Transactions Scoring Guide to ensure you complete all grading criteria. 

Although the equity method is a generally accepted accounting principle (GAAP), recognition of equity
income has many critics. For this discussion, use your knowledge of the equity method of accounting for
investments to address the following:

What problems could opponents of the equity method identify?
Note that some research may be necessary to answer this question.

Which managerial incentives could influence a firm's percentage ownership interest in another firm?

Post your initial response in this discussion early in the week to allow time for peer responses. Refer to the
Discussion Participation Scoring Guide for posting expectations. Unless otherwise stated, this will be the
expectation for all discussions within this course.

Response Guidelines



Unit 2   Financial Information Consolidation

u02s1 - Studies

Review and respond to the posts of at least two of your peers. Apply your knowledge of the equity method to
the current discussion and present follow-up questions to draw attention to perspectives that your peers may
not have considered.

Course Resources

u01d1 - Learning Components

Explain the advantages and disadvantages of the equity method.

Introduction

Financial reporting for business combinations has experienced many changes over the past several years. In
December 2007, the FASB issued several statements that significantly affected financial reporting for
business combinations.

This unit will present corporate expansion through corporate takeovers and present an overview of the
consolidation process. Then the acquisition method of accounting for business combinations, focusing on
acquisitions where the acquiring corporation obtains complete ownership of the acquired firm, will be studied.
Lastly, there will be coverage of the purchase and pooling of interests methods.

The following questions will be addressed in this unit:

Why do firms engage in business combinations?
How is control determined in a business combination?
What are the external reporting effects in a business combination?
How do the combined firms account for research and development activities?

These and other questions will be answered as you study the consolidation of financial information.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Undergraduate Discussion Participation Scoring Guide



u02a1 - Consolidated Reporting

Chapter 2, "Consolidation of Financial Information," pages 39–75. Pay particular attention to the
accounting relationship that results when two companies decide to merge, consolidate, or combine.

Read the following articles on the Internet to prepare for this unit's discussion on PepsiCo's acquisition of
Quaker Oats:

Cable News Network. (2000). PepsiCo quenches thirst with Quaker Oats deal. Retrieved from
http://edition.cnn.com/2000/fyi/news/12/04/pepsi.purchase/index.html
Fran Finnegan & Company. (2009). PepsiCo, Inc. – 425. SEC Info. Retrieved from
http://www.secinfo.com/d2bwb.4f8Ae.htm#1stPage
Sorkin, A. R., & Winter, G. (2000, December 4). PepsiCo said to acquire Quaker Oats for $13.4 billion in
stock. The New York Times. Retrieved from http://query.nytimes.com/gst/fullpage.html?
res=9D00E4DF173CF937A35751C1A9669C8B63

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 2 presentation, "Consolidation of Financial Information."

u02s1 - Learning Components

Compute a consolidated balance sheet.
Apply valuation principles of the acquisition method.
Prepare transactions for the purchase method.

For this assignment, use your Fundamentals of Advanced Accounting text and the Excel spreadsheet
provided on the companion website (linked in Resources) to complete the following:

Problem 29 on page 82. This problem tests your knowledge of financial statement reporting for
consolidated companies. In the spreadsheet, use tab P02-29 for your answers.

Review the Consolidation Reporting Scoring Guide to ensure you complete all grading criteria.

Course Resources

Chapter 2: Excel Templates (Excel 2010 version)

http://edition.cnn.com/2000/fyi/news/12/04/pepsi.purchase/index.html
http://www.secinfo.com/d2bwb.4f8Ae.htm#1stPage
http://query.nytimes.com/gst/fullpage.html?res=9D00E4DF173CF937A35751C1A9669C8B63
http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html
http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch02.xlsx


u02a2 - Statutory Merger Application

u02d1 - I Now Pronounce You One Big Company

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 33 on page 84. This problem tests your application of the statutory merger method for business
combinations.

Review the Statutory Merger Application Scoring Guide to ensure you complete all grading criteria.

In 2001, PepsiCo and the Quaker Oats Company reached an agreement to become one company. Based on
this unit's readings (linked in Resources), present information on the following:

What type of marriage does this represent?
Who are the winners and losers?
Could this marriage happen today?

Make your initial post in this discussion. Refer to the Discussion Participation Scoring Guide for posting
expectations.

Response Guidelines

Review the posts of your peers and respond to at least two. Apply your knowledge of business marriages and
present follow-up questions to draw attention to perspectives that your peers may not have considered.

Course Resources

Undergraduate Discussion Participation Scoring Guide

PepsiCo Quenches Thirst With Quaker Oats Deal

PepsiCo Said to Acquire Quaker Oats for $13.4 Billion in Stock

PepsiCo, Inc. – 425

http://edition.cnn.com/2000/fyi/news/12/04/pepsi.purchase/index.html
http://query.nytimes.com/gst/fullpage.html?res=9D00E4DF173CF937A35751C1A9669C8B63
http://www.secinfo.com/d2bwb.4f8Ae.htm#1stPage


Unit 3   Consolidations: Post Acquisition

u03s1 - Studies

u02d1 - Learning Components

Contrast a statutory merger with a statutory consolidation and a business combination.

Introduction

The procedures used to consolidate financial information generated by the separate companies in a business
combination are affected by the passage of time and the method applied by the parent in accounting for the
subsidiary. Thus, no single consolidation process that is applicable to all business combinations can be
identified.

Several factors complicate the consolidation process when it occurs after the acquisition date. In all
combinations within its own internal records the acquiring company will utilize a specific method to account for
the investment in the acquired company. For combinations being consolidated after the acquisition date,
certain procedures are required.

The following questions will be addressed in this unit:

How does a parent company account for a subsidiary organization?
What is the FASB treatment for goodwill?
How are fair-value allocations handled in the post-acquisition period?

These as well as additional questions are addressed when you study consolidations subsequent to the date
of acquisition.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 3, "Consolidations – Subsequent to the Date of Acquisition," pages 89–129. Pay particular
attention to the methods that an acquiring company can use in accounting for its investment in an
acquired company and how goodwill impairment is reported in a business combination.

Presentation



u03a1 - Posting Acquisition Events

u03a2 - Accounting Method Choice

u03d1 - The Push for Push-Down Accounting

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 3 presentation, "Consolidations – Subsequent to the Date of Acquisition."

u03s1 - Learning Components

Apply methods of accounting for acquiring company investments.
Compute consolidated balances for business combinations.
Calculate goodwill impairment in a business combination.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 14 on page 131. This problem tests your ability to apply acquisition accounting methods to
reporting consolidated retained earnings.
Problem 17 on page 133. This problem tests your ability to determine the amount of goodwill
impairment.

Review the Posting Acquisition Events Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 24 on page 135. This problem asks you to apply your knowledge of the three methods that an
acquiring company can use in accounting for its investment in an acquiring company.

Review the Accounting Method Choice Scoring Guide to ensure you complete all grading criteria.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


Unit 4   Consolidated Financial Statements

Push-down accounting is a method of accounting in which the financial statements of a subsidiary are
presented to reflect the costs incurred by the parent company in buying the subsidiary instead of the
subsidiary's historical costs. The purchase costs of the parent company are shown in the subsidiary's
statements.

Although the use of push-down accounting for external reporting is limited, this method has gained favor for
internal reporting purposes. For this discussion, explain why push-down accounting has gained popularity for
internal reporting purposes. Be sure to cite research evidence for this trend.

Make your initial post in this discussion early in the week. Refer to the Discussion Participation Scoring Guide
for posting expectations.

Response Guidelines

Review and respond to at least two of your peers' posts. Apply your knowledge of CVP as well as of business
and market environments. Present follow-up questions to draw attention to perspectives that your peers may
not have considered.

Course Resources

u03d1 - Learning Components

Analyze use of push-down accounting for external reporting.

Introduction

A parent company need not acquire 100 percent of a subsidiary's stock to form a business combination. Only
control over the decision-making process is necessary—a level that has historically been achieved by
obtaining a majority of the voting shares. Ownership of any subsidiary stock that is retained by outside,
unrelated parties is collectively referred to as a noncontrolling interest.

A consolidation takes on an added degree of complexity when a noncontrolling interest is present. The
noncontrolling interest represents a group of subsidiary owners and their equity is recognized by the parent in
its consolidated financial statements. Valuation of subsidiary assets and liabilities poses a problem when
noncontrolling interest is present and follows the acquisition method. There are any number of challenges

Undergraduate Discussion Participation Scoring Guide



u04s1 - Studies

u04s2 - Examination Preparation

facing accountants with respect to noncontrolling interest issues. Central to these issues is the financial
statement presentation for both entities.

The following questions are addressed in this unit:

What accounting and reporting are appropriate for a noncontrolling interest?
How are additional stock purchases by a parent corporation in its subsidiary consolidated?
How are subsidiary revenues and expenses reported on a consolidated income statement when the
parent gains control during the current accounting period?
What are the accounting and reporting effects if the parent buys or sells shares of a subsidiary?

These questions will be answered during your study of consolidated financial statements and outside
ownership.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 4, "Consolidated Financial Statements and Outside Ownership," pages 155–190. Take
particular note on how to consolidate financial statements when there is no controlling interest received
by one of the companies.

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 4 presentation, "Consolidated Financial Statements and Outside Ownership."

u04s1 - Learning Components

Apply the acquisition method to a noncontrolling interest combination.
Calculate noncontrolling interest balances.
Complete a step-acquisition consolidation.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u04a1 - Noncontrolling Interest

u04a2 - Consolidated Balances

u04d1 - Controlling and Noncontrolling Interests

Next week, you will complete the midterm quiz that covers the material you have studied the first five weeks of
the course. Use some of your time this week to review these materials and prepare for the quiz.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 24 on page 194. This problem tests your ability to address several valuation and income
determination questions for a business combination involving a noncontrolling interest.

Review the Noncontrolling Interest Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text and the Excel spreadsheet
provided on the companion website (linked in Resources) to complete the following:

Problem 39 on page 203. This problem tests your ability to carry out the consolidation of account
balances for a business combination using the acquisition method. In the spreadsheet, use tab P04-39
for your answers.

Review the Consolidated Balances Scoring Guide to ensure you complete all grading criteria.

Course Resources

Chapter 4: Excel Templates (Excel 2010 version)

http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch04.xlsx


Unit 5   Intra-Entity Asset Transactions

For this discussion, explain why a corporation would choose one type of interest over the other when
purchasing a stake in another corporation. Include in your discussion the advantages and disadvantages of
using each interest type when acquiring a subsidiary corporation.

Make your initial post in this discussion. Refer to the Discussion Participation Scoring Guide for posting
expectations.

Response Guidelines

Review and respond to at least two of your peers' initial posts. Apply your knowledge of controlling and
noncontrolling interests to present follow-up questions and commentary to draw attention to perspectives that
your peers may not have considered.

Course Resources

u04d1 - Learning Components

Explain the advantages and disadvantages of using different types of interest when acquiring a
subsidiary corporation.

Introduction

In Unit 1 we analyzed the deferral and subsequent recognition of gains created by inventory transfers
between two affiliated companies in connection with equity method accounting. In that case, intra-entity
profits are not realized until the earning process culminates in a sale to an unrelated party. A parallel logic can
be applied to transactions between companies within a business combination. Such sales within a single
economic entity create neither profits nor losses.

The opportunity for such direct acquisition (especially of inventory) is often the underlying motive for the
creation of the business combination. Because the transaction was not made with an outside, unrelated party,
the sales and purchases created by the transfer must be accounted for by accountants with each entity. This
is true regardless of the asset, be it inventory, land, or depreciable assets.

The following questions will be addressed in this unit:

What are the accounting and reporting effects of intra-entity asset transfers?
What are the balance sheet effects of intra-entity transactions when a noncontrolling interest is present?

Undergraduate Discussion Participation Scoring Guide



u05s1 - Studies

u05q1 - Midterm Quiz

In addition to these questions, several other topics will also be covered as you study the accounting and
reporting effects of intra-entity asset transactions.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 5, "Consolidated Financial Statements – Intra-Entity Asset Transactions," pages 211–245. Pay
particular attention to the journal entries required when assets are transferred between companies in a
business combination, and the balances on the financial statements that require adjustment.

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 5 presentation, "Consolidated Financial Statements – Intra-Entity Asset Transactions."

u05s1 - Learning Components

Analyze the accounting effects related to intra-entity asset transfers.
Calculate balances resulting from intra-entity asset transfer.

So far in this course, you have been introduced to new concepts and terminology related to managerial
accounting principles. This multiple-choice midterm quiz gauges your understanding of this material and
provides an opportunity for you to demonstrate your mastery of the following course competency:
Consolidated financial statement information.

Read the following instructions and parameters before taking the quiz:

There is no time limit on the quiz.
You must access, take, and submit the quiz in this unit. The quiz will be open to take at the beginning of
Unit 5.
Once you have answered each question, submit your quiz to receive credit. It is scored automatically,
and you will receive feedback immediately. There are 100 total points possible. Each question is worth 4
points.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u05a1 - Intra-Entity Transfers

u05a2 - Financial Statement Balance Adjustments

Unit 6   Foreign Currency Transactions

You may access the quiz to view the questions; however, you cannot retake the quiz to change your
grade. Once the grade is recorded, it cannot be changed.
Since you will only be able to access and take the quiz only once, do not access it until you feel you are
ready.
When you access the quiz, read the instructions completely before you start.

To start the quiz:

1. Click the linked quiz title to access the quiz.
2. If you have any issues with the quiz, contact your instructor.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 18 on page 248. This problem tests your ability to apply your knowledge of accounting
requirements for handling intra-entity transfers of assets in a business combination.

Review the Intra-Entity Transfers Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 20 on page 249. This problem requires you to apply your knowledge of the necessary
adjustments to financial statement balances resulting from inter-company asset transfers.

Review the Financial Statement Balance Adjustments Scoring Guide to ensure you complete all grading
criteria.



u06s1 - Studies

Introduction

In today's global economy, a great many companies transact business in currencies other than their reporting
currency. Merchandise may be imported or exported with prices stated in a foreign currency. For reporting
purposes, foreign currency balances must be stated in terms of the company's reporting currency by
multiplying it by an exchange rate.

To address this issue, accountants face two questions in restating foreign currency balances: What is the
appropriate exchange rate for restating foreign currency balances, and how does one account for changes in
the exchange rate? For this reason, companies often engage in foreign currency hedging activities to avoid
the adverse impact of exchange rate changes. Accountants must then determine how to properly account for
these hedging activities.

In this unit we look for answers to the following questions:

What are the reporting issues when a company transacts business in foreign countries?
How does a company become exposed to foreign exchange risk?
What is hedge accounting, and how is it applied?

We also study additional topics involving foreign currency transactions and hedging foreign exchange risk.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 7, "Foreign Currency Transactions and Hedging Foreign Exchange Risk," pages 319–
371. During this study, consider the accounting issues related to foreign currency transactions and
foreign currency hedging activities.

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 7 presentation, "Foreign Currency Transactions and Hedging Foreign Exchange Risk."

u06s1 - Learning Components

Account for foreign currency transactions.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u06a1 - Foreign Currency Transactions

u06a2 - Foreign Currency Borrowing

u06d1 - Hedging Foreign Currency

Account for hedging activities.
Account for forward contracts and options.
Account for foreign currency borrowings.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 27 on page 376. This problem tests your ability to prepare financial statement balances for
foreign currency transactions.
Problem 28 on page 377. This problem tests your ability to prepare journal entries  related to foreign
currency borrowing.

Review the Foreign Currency Transactions Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 30 on page 377. Apply your knowledge of the accounting effects of foreign currency
borrowings to prepare the necessary journal entries and calculate the effective cost of borrowing.

Review the Foreign Currency Borrowing Scoring Guide to ensure you complete all grading criteria.

Using the readings for this unit and any additional research, explain why a company would prefer a foreign
currency option over a forward contract in hedging a foreign currency firm commitment, and why a company
would prefer a forward contract over an option in hedging a foreign currency asset or liability.

Make your initial post in this discussion. Refer to the Discussion Participation Scoring Guide for posting
expectations.



Unit 7   Foreign Currency Financial Statements

u07s1 - Studies

Response Guidelines

Review and respond to the posts of at least two of your peers. Present follow-up commentary and questions,
drawing attention to qualitative considerations that your peers may not have considered in their analysis of an
option and forward contract for hedging foreign currency.

Course Resources

u06d1 - Learning Components

Explain the advantages and disadvantages of using a foreign currency option over a forward contract in
hedging a foreign currency firm commitment or a foreign currency asset or liability.

Introduction

Because many companies have significant financial involvement in foreign countries, the process by which
foreign currency financial statements are translated into U.S. dollars has special accounting importance. The
two major issues related to the translation process are:

1. Which method to use.
2. Where to report the resulting translation adjustment in the consolidated financial statements.

Translation methods differ on the basis of which accounts are translated at the current exchange rate and
which are translated at historical rates. Accounts translated at the current exchange rate are exposed to
translation adjustment. Different translation methods give rise to different concepts of balance sheet
exposure.

The following questions will be answered in this unit:

What is a translation adjustment and how is it computed?
What role do exchange rates play in the translation process?
How does a re-measurement differ from a translation?
What methods should be used to translate financial statements?

Learning Activities

Undergraduate Discussion Participation Scoring Guide



u07a1 - Translating Exchange Rates

u07a2 - Translating Foreign Subsidiary Statements

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 8, "Translation of Foreign Currency Financial Statements," pages 385–422. In your reading,
pay particular attention to the rate types and methods use to translate foreign currency balance sheets
and income statements.

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 8 presentation, "Translation of Foreign Currency Financial Statements."

u07s1 - Learning Components

Use exchange rate types to translate financial statements.
Use current rate method to translate financial statements.
Use temporal method to translate financial statements.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 23 on page 427. For this problem, use your knowledge of foreign exchange rate translation.
Problem 26 on page 428. You will apply your knowledge of foreign exchange rates and the translation
process for financial statements.

Review the Translating Exchange Rates Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text and the Excel spreadsheet
provided on the companion website (linked in Resources) to complete the following:

Problem 33 on page 431. This problem tests your knowledge of converting foreign currency financial
statements to U.S. dollars. In the spreadsheet, use tab P08-33 for your answers.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u07d1 - IFRS versus U.S. GAAP on Currency

Unit 8   Partnerships

Review the Translating Foreign Subsidiary Statements Scoring Guide to ensure you complete all grading
criteria.

Course Resources

For this discussion topic, using the readings for this unit and any additional research, discuss at least three
ways IFRS (International Financial Reporting Standards) differ from U.S. GAAP (Generally Accepted
Accounting Principles) with respect to translating foreign currency financial statements.

Make your initial post in this discussion. Refer to the Discussion Participation Scoring Guide for posting
expectations.

Response Guidelines

Review and respond to the posts of at least two of your peers. Present follow-up commentary and questions,
drawing attention to qualitative considerations that your peers may not have considered in their analysis of
the differences between IFRS and U.S. GAAP with respect to translating foreign currency financial
statements.

Course Resources

u07d1 - Learning Components

Identify the differences between the IFRS and the U.S. GAAP.

Introduction

Chapter 8: Excel Templates (Excel 2010 version)

Undergraduate Discussion Participation Scoring Guide

http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch08.xlsx


u08s1 - Studies

The partnership form of business ownership is popular for many reasons, including the ease of creation and
the avoidance of the double taxation inherent in corporate ownership. However, the unlimited liability normally
restricts the growth potential for most partnerships. As a result, most partnerships remain small in relation to
their larger corporate brothers.

During the formation and operation stages of a partnership's life, several issues require closer study because
of their impact on the financial status of individual partners. Initially, there is the issue of allocating the initial
contributions of each partner in relation to their ownership and liability share. During ongoing operations, the
issue of allocating of annual income and losses sustained by the business must be handled. Lastly, the issues
of taking on new partners and the withdrawal of current partners will impact the financial stability of the
partnership.

Although a business unit can exist indefinitely through the periodic admission of new partners, termination of
business activities and liquidation of property can take place for a number of reasons. There are several
important financial issues that surface during these times in the life of a partnership, and they are the subject
of the second half of this unit.

During your readings in this unit you will likely encounter the answers to the following questions:

How are partner contributions valued and recorded?
How is annual income allocated among individual capital accounts?
What restructuring takes place when new partners enter and existing partners leave?
Under what circumstances would a partnership be liquidated?
How should an accountant report liquidation of a partnership?
How are assets distributed during liquidation?

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 9, "Partnerships: Formation and Operation," pages 445–471.  Your focus for this reading
should be on the general journal entries for initial partner contributions, disbursal of annual income and
losses, and partner withdrawals.
Chapter 10, "Partnerships: Termination and Liquidation," pages 483–505.  In your readings for this
section of the unit, pay particular attention to the calculations and journal entries related to partnership
termination and liquidation.

Presentations



u08a1 - Partnership Operations

u08a2 - Partnership Liquidation Schedule

u08d1 - Partnership Liability

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the following presentations:

Chapter 9, "Partnerships: Formation and Operation."
Chapter 10, "Partnerships: Termination and Liquidation."

u08s1 - Learning Components

Calculate contributions by individual partners at formation.
Allocate assets upon partnerships dissolution.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 27 on page 477. Apply your knowledge of the calculations and journal entries necessary to
operate a partnership.

Review the Partnership Operations Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 31 on page 513. For this problem you will apply your knowledge of liquidating a partnership to
the preparation of the final schedule of liquidation.

Review the Partnership Liquidation Schedule Scoring Guide to ensure you complete all grading criteria.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


Unit 9   State and Local Government Accounting, Part 1

A client of the CPA firm of Smith and Wesson is a medical practice of seven local doctors. One doctor has
been sued for several million dollars as the result of a recent operation. Because of what appears to be this
doctor's poor judgment, a patient died. Although that doctor was solely involved with the patient in question,
the lawsuit names the entire practice as a defendant. Originally, four of these doctors formed this business as
a general partnership. However, five years ago, the partners converted the business to a limited liability
partnership based on the laws of the state in which they operate.

Explain what liability the other six partners in this medical practice have in connection with this lawsuit, and
what factors will be important in determining the exact liability, if any, of these six doctors.

Make your initial post in this discussion. Refer to the Discussion Participation Scoring Guide for posting
expectations.

Response Guidelines

Review and respond to the posts of at least two of your peers. In your response, draw attention to reasons for
the cost declines that might not have been considered by your peers.

Course Resources

u08d1 - Learning Components

Explain the liability of each partner in a limited liability partnership.

Introduction

Just as for-profit businesses must prepare financial statements for their stakeholders, state and local
government entities must assemble their financial data and report the results to their constituents. The
readers of government financial statements have a wide variety of informational needs. No one set of
statements seems capable of satisfying all user needs. Accountability of government officials and control over
public spending has always been an essential element of government accounting. The Governmental
Accounting Standards Board (GASB) is charged with setting authoritative accounting standards for state and
local government units.

As you study the content for this unit, mentally answer the following questions concerning the principles and
practices that underlie state and local government accounting:

Undergraduate Discussion Participation Scoring Guide



u09s1 - Studies

u09s2 - Examination Preparation

Who uses the financial data produced by state and local government units?
How does fund accounting differ from financial accounting?
When does a government recognize revenues, expenses, and expenditures?
Why are two sets of financial statements necessary?

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 11, "Accounting for State and Local Governments, Part I," pages 517–557. Pay particular
attention to who uses financial data produced by state and local government units, and how fund
accounting is used in the financial reporting by government entities.

Use the Internet to view the most recent Comprehensive Annual Financial Report for the city of Sacramento,
California. You will use this information in a discussion later in this unit:

City of Sacramento, California. (n.d.). Comprehensive annual financial report. Retrieved from
http://www.cityofsacramento.org/Finance/Accounting/Reporting

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 11 presentation, "Accounting for State and Local Governments, Part I."

u09s1 - Learning Components

Differentiate between the two sets of financial statements produced by state and local governments.
Identify the three fund types and the individual fund categories within each.
Determine the proper timing for the recognition of revenues from various types of nonexchange
transactions.
Record the various types of monetary transfers that occur within the funds maintained by a state or local
government.
Account for the issuance of long-term bonds.

http://www.cityofsacramento.org/Finance/Accounting/Reporting
http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u09a1 - Fund-Based and Government-Wide Journal Entries

u09a2 - Impact of Government Events

Next week, you will complete the final quiz that covers the material you have studied from Unit 6 through Unit
10. Use some of your time this week to review these materials and prepare for the quiz.

For this assignment, use your Fundamentals of Advanced Accounting text and the Excel spreadsheet
provided on the companion website (linked in Resources) to complete the following:

Problem 38 on page 562. Apply your knowledge of fund-based and government-wide accounting
systems to the preparation of the necessary journal entries. In the spreadsheet, use tab P11-38 for your
answers.

Review the Fund-Based and Government-Wide Journal Entries Scoring Guide to ensure you complete all
grading criteria.

Course Resources

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 51 on page 568. This problem tests your ability to analyze the impact of government events on
a government entity's general fund and net asset balance.

Review the Impact of Government Events Scoring Guide to ensure you complete all grading criteria.

Chapter 11: Excel Templates (Excel 2010 version)

http://lectures.mhhe.com/connect/1259722635/student/excel/2010/hoyle7e_ch11.xlsx


u09d1 - Local Government Comprehensive Annual Financial Report

Unit 10   State and Local Government Accounting, Part 2

For this discussion, refer to the city of Sacramento, California's Comprehensive Annual Financial Report
(linked in Resources) that you reviewed in this unit's studies.

After reviewing the CAFR, explain how the audit opinion given to this city by its independent auditors differs
from the audit opinion that might be rendered on the financial statements for a for-profit business.

Make your initial post in this discussion. Refer to the Discussion Participation Scoring Guide for posting
expectations.

Response Guidelines

Review and respond to the posts of at least two of your peers. Present follow-up discussion of your peers'
replies and suggests additional opinions they may have not have considered.

Course Resources

u09d1 - Learning Components

Contrast government-wide financial statements with fund-based statements.

Introduction

In addition to the issues that were studied in the previous unit, there remain other asset issues to deal with
when governmental accounting procedures are involved. The first such issue involves obtaining assets
through lease arrangements. Government accounting applies the same criteria for identifying a capital lease
as a for-profit organization.

Some of the other issues are listed below:

Potential for large debts for governments created by solid-waste landfills from closure and post-closure
costs.
Future compensated employee absences because of holidays, sick leave, and vacations.
Valuable artwork or historical treasure obtained by a state or local government.

Undergraduate Discussion Participation Scoring Guide

Sacramento CAFR

http://www.cityofsacramento.org/Finance/Accounting/Reporting


u10s1 - Studies

u10q1 - Final Quiz

Each of these issues, as well as issues related to comprehensive annual reports, will be studied in this
course's final unit.

Learning Activities

Readings

Use your Fundamentals of Advanced Accounting text to read the following:

Chapter 12, "Accounting for State and Local Governments, Part II," pages 575–616. Focus a
considerable amount of your energies on the treatment of assets and how governmental accounting
applies to public colleges and universities.

Presentation

On the Fundamentals of Advanced Accounting Additional Student Resources companion website, complete
the Chapter 12 presentation, "Accounting for State and Local Governments, Part II."

u10s1 - Learning Components

Explain the reporting of a net pension liability resulting from a defined benefit pension plan provided to
employees by a state or local government.
Record the donation and acquisition of works of art and historical treasures.
Explain the makeup of a primary government and its relationship to component units and related
organizations as well as the combination of governments.
Describe the presentation of financial statements for a public college or university.

In this course, you were introduced to new concepts and terminology related to managerial accounting
principles. This multiple-choice final quiz gauges your understanding of the material presented and provides
you an opportunity to demonstrate your mastery of the following course competencies:

1. Consolidate financial statement information.
2. Evaluate the influence of global money markets on financial statements.
3. Evaluate partnership accounting issues.
4. Analyze accounting issues related to government.

http://highered.mheducation.com/sites/1259722635/student_view0/additional_student_resources.html


u10a1 - New Government Unit Creation

u10a2 - City Operations Transactions

Read the following instructions and parameters before taking the quiz:

There is no time limit on the quiz.
You must access, take, and submit the quiz in this unit. The quiz will be open to take at the beginning of
Unit 10.
Once you have answered each question, submit your quiz to receive credit. It is scored automatically,
and you will receive feedback immediately. There are 100 total points possible. Each question is worth 4
points.
You may access the quiz to view the questions; however, you cannot retake the quiz to change your
grade. Once the grade is recorded, it cannot be changed.
Since you will only be able to access and take the quiz only once, do not access it until you feel you are
ready.
When you access the quiz, read the instructions completely before you start.

To start the quiz:

1. Click the linked quiz title to access the quiz.
2. If you have any issues with the quiz, contact your instructor.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 34 on page 621. For this problem you will apply your knowledge of the journal entries
necessary to create and maintain a governmental unit.

Review the New Government Unit Creation Scoring Guide to ensure you complete all grading criteria.

For this assignment, use your Fundamentals of Advanced Accounting text to complete the following:

Problem 39 on page 625 . For this final assignment, apply your knowledge of the many operational
issues facing a city government using governmental accounting procedures.




