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 Course description: 
Upon completion of this course, you should have a basic understanding and limited experience in the 
following areas as they relate to accounting: business combinations, consolidated financial statements. 
 
Course Learning Outcomes: 

1. Identify the major reasons firms combine. 
2. Identify the factors that managers should consider in exercising due diligence in business 

combinations. 
3. Distinguish between an asset and a stock acquisition. 
4. Describe the valuation of assets, including goodwill, and liabilities acquired in a business 

combination accounted for by the acquisition method. 
5. Explain how contingent consideration affects the valuation of assets acquired in a business 

combination accounted for by the acquisition method. 
6. Describe a leveraged buyout. 
7. Describe the valuation and classification of accounts in consolidated financial statements. 
8. List the requirements for inclusion of a subsidiary in consolidated financial statements. 
9. Describe the accounting treatment required under current GAAP for varying levels of influence or 

control by investors. 
10.  Prepare journal entries on the parent’s books to account for an investment using the cost 
method, the partial equity method, and the complete equity method. 
11.  Understand the use of the work paper in preparing consolidated financial statements. 
12. Record the entries needed on the parent’s books to account for the investment under the three 

methods: the cost, the partial equity, and the complete equity methods 
13. Prepare work papers for the year of acquisition and the year(s) subsequent to the acquisition, 

assuming that the parent accounts for the investment using the cost, the partial equity, and the 
complete equity methods. 

14. Describe the financial reporting objectives for intercompany sales of inventory. 
15. Determine the amount of intercompany profit, if any, to be eliminated from the consolidated 

statements. 
16. Prepare consolidated work papers for firms with upstream and downstream sales using the cost, 

partial equity, and complete equity methods. 
Contents: 

The Equity Method of Accounting for Investments CH1 
Consolidation of Financial Information CH2 
Consolidations—Subsequent to the Date of Acquisition CH3 
Consolidated Financial Statements and Outside Ownership CH4 
Consolidated Financial Statements— Intra-Entity Asset Transactions CH5 
Variable Interest Entities, Intra-Entity Debt, Consolidated Cash Flows, and Other 
Issues 

CH6 

Consolidated Financial Statements— Ownership Patterns and Income Taxes CH7 
Segment and Interim Reporting CH8 
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Evaluation: 
1.    Midterm exam                30 marks 
2.    Assignments                    20 marks 
3.    Final exam                       50 marks 
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