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A
Abandonment, 7, 19, 46, 75, 81, 168
Accounting, changes in, 18, 39, 168,
171, 340, 418, 432
Accounting Standards Executive
Committee (AcSEC), 4, 7, 51,
397, 406
Accretion expense, 48, 49, 229, 230
Accrual method of accounting
adequate initial and continuing
investments, 114122
alternative methods, 123, 124,
142-158
continuing involvement by seller,
123
cost recovery method, changing trom,
148
criteria, 114-123
deposit method, charging from,
144
failure to meet criteria for, 123-142
general rule, 113
installment method, changing from,
146

profit recognition, 113-123, 166, 167,

184, 185

retail land sales, 423-427, 429, 430,
433,434

sale-leaseback transactions, 280, 284,
290

seller financing, 123

selling costs, 21

time-sharing transactions, 400—406,
411,416,417

Index

Acquisition transactions

allocation of acquisition cost, 33—-36

asset/asset group purchase, 28, 33, 34,
37, 38

authorities and guidance, 3, 4, 72-81

bargain purchase’ 33, 38, 73

business purchkase, 26, 27, 33, 37, 38

business prizchase versus asset
acquigition, 2629, 37, 38

costs, overview of, 4

environmental costs and liabilities,
16-54

financing, 45, 46

IFRS 3, Business Combinations, 3, 60,
69-72

intangible assets acquired, 29, 30,
32-36

leases, acquisition of in business
combination, 242, 243

overview, 26

preacquisition costs, 4—8

property, plant, and equipment,
measurement of, 30-32

related party transactions, 54-56

Advertising costs, 20-23, 41, 79, 432
AICPA. See American Institute of Certified

Public Accountants (AICPA)

Airport facilities, 217
Amenities

allocation of project costs, 16, 17, 38

described, 38

development activities after sale, 140,
141

direct project costs, 9
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Amenities (Continued)

real estate development projects,
38-40

retail land sales, 421, 425, 428, 429

time-sharing transactions, 395, 406,
407, 419

American Institute of Certified Public
Accountants (AICPA)

Accounting Standards Executive
Committee (AcSEC), 4, 7, 51, 397,
406

Committee on Accounting for Real
Estate Transactions, 107

Industry Accounting Guide, Accounting
for Retail Land Sales, 3, 422, 434

Issues Paper, Joint Venture Accounting,
392

Amortization

capital lease assets, 250

deferred rental costs, 23, 25

difference between cost of investment
and amount of underlying equity in
net assets, 339

direct costs in leasing transactions,
220, 242

direct-response advertising, 21, 79

initial direct costs (direct finavcing
lease), 221

intangible assets, 36. %9, 269

interest cost, 15, 45,54, 76

lease incentive, 237-239

leased assets, 205, 212, 213, 217,
219

leasehold improvements, 238, 243,
270

leasehold improvements and fixed
assets used in start-up activities, 40

mortgages, 121, 125, 138, 140, 150,
151, 154, 183

negative, 154, 183, 288

reacquired rights, 70

right-of-use asset, 193

sale-leaseback transactions, 97, 283,
284, 286, 288, 290, 291, 298, 301,
304, 305

unearned income (sales-type lease),

220

Antispeculation clause, 128, 183

Area method of cost allocation, 16, 17

Asbestos removal, 49, 53, 74

Asset retirement, 46—49

Asset/asset group, acquisitions, 28, 33,
34,37, 38

Avoidable costs, 12

B
Bargain purchase, acquisitions, 33, 38,
73
Bargain purchase option, 202, 204-208,
213,215,217, 241, 243
Bargain renewal option; 207, 283
Boot, 86, 87
Build-to-suit leascs, 245-248, 264, 265,
278
Busines:
versus assets in nonmonetary
exchanges of real estate, 90, 91
defined, 26,27, 318
determination of, 110
elements of, 27, 28
purchase of, 26-28. See also
Acquisition transactions
purchase of versus asset acquisition,
26-29, 37, 38
Business combinations. See Acquisition
transactions
Buy-sell clauses, 135, 187-188

C
Cancellation of sales contract, 21, 144
Capital leases. See also Leases
accounting for (lessees), 192, 205,
218,219, 222, 223, 226, 228
amortization of capital lease assets,
250
extensions and renewals, 222, 223
interest expense, 15, 233
lease classification (lessee), 192, 202,
203, 205, 210-212
lease modifications, 226
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between parties under common
control, 248, 249
purchase and sale of leased asset before
end of lease term, 230, 231
subleases and lease substitutions, 240,
241
termination, 228
Capitalization
amenities, costs of, 38, 39
environmental remediation costs, 53, 54
of interest, 12, 14, 54, 55, 58, 72,
362-364
option premium, 42
real estate development project costs,
3-15,19, 25, 26
Carrying costs, 25, 41, 428. See also
Insurance; Property taxes
Cash contributions, real estate ventures,
344
Cash distributions, real estate ventures,
337, 338, 360, 392
Cash flow statement. See Statement of
cash flows
Catch-up credit, 432
Change in development plans, 18, 19
Changes in accounting, 18, 39, 163,
171, 340, 418, 432
Changes in estimates, 18, 19, 39, 40,
158, 407-409, 415 430
Classification of leases. See¢ Lease
classification
Collectibility
costs associated with uncollectibility,
413
of minimum lease payments, 204,
208-211, 213-215, 241
of principal or interest, 346, 362
retail land sale receivables, 423-426,
430, 431, 433, 434
of sales price, 400
time-share receivables, 397, 411-413,
418,419
Common control
capital leases between parties under
common control, 248, 249

Index 457

defined, 56
nonmonetary assets, transfer of
between entities under common
control, 98, 99
partial sales between parties under
common control, 134
purchase of real estate from entity
under common control, 54-56, 98
and real estate ventures, 331, 347
sale of property subject to lease
between parties under common
control, 302, 308, 309
Completion date, development projects,
24, 25
Condominium units
accounting for sale ot; 109, 113,
135-137, 143, 187
capitalization of interest, 14
constructios contracts, 175, 176
convz.sion of apartment building, 24
proiect cost allocation, 16, 17. See also
1Cost allocation
sale of units during construction phase,
135-137,175,176
time-sharing, 395, 396. See also
Time-sharing transactions
Consolidated financial statements
leases between related parties, 248
real estate ventures, 315, 327, 349,
350, 352, 355, 359, 360, 365,
371-374, 376,377, 380-382, 392,
393
sale-leaseback agreements involving
related parties, 301-303, 309
Consolidation, pro rata (proportionate),
315, 335, 339, 372, 376-379,
394
Consolidation analysis, variable interest
entities, 316-320
Consolidation guidance, 42—44,
315-316
Consolidation method of accounting for
equity interests, 315-333
Construction loans, 121, 122, 186, 247,
384, 425



10/21/2011

0:44:44  Page 458

458 Index

Construction projects. See Real estate
development projects
Contingent consideration, 37, 70, 71
Contingent liabilities, 37, 50, 70, 180,
273,378,380
Contingent rentals, 47, 73, 225,
233-236, 250, 251, 255, 257, 258
Continuing investment
and collectibility of sales price, 187,
400
condominium sales, 135-137
nonrecourse financing, 166, 167
property improvements with lease of
underlying land, sale of, 140
real estate sales, 109, 113-119, 121,
122,124,125,133,135-137, 140,
143, 144, 146, 150, 151, 166, 167,
183,184, 187
sale-leaseback accounting, 97, 279,
280, 284
time-sharing transactions, 400-402,
404-406, 416, 417. See also Initial
investment
Continuing involvement
build-to-suit lease transactions, 245,
246
nonmonetary exchanges, 88-20, 97
partial interest sale, 296
real estate sales, 109,114, 123-126,
128,134, 135,142, 143, 145,
152-155,170,171, 174, 185-188
real estate ventures, 344, 346-347,
353
sale-leaseback transactions, 245,
266, 267, 279-283, 287, 288,
292,293, 296-298, 302, 303,
306, 308-310
and transfer of risks and rewards of
ownership, 88, 142
Contractual arrangements
construction contracts, 176
joint ventures, 374
jointly controlled operations, 375
between land owner and option holder,
42

in leases, 192, 197, 201, 247, 248
variable interests, 42, 316, 326
Contribution-leaseback transactions, 298
Corporate ventures, 327-330, 335-336,
355-357. See also Real estate
ventures
Cost allocation, 15-19, 33-36, 418
Cost method of accounting for equity
interests in real estate ventures, 315,
330, 336, 340, 347, 368, 387
Cost recovery method of accounting
real estate sales, 124-125, 133-134,
143, 148-150,167-168
time-sharing transactions, 410, 413
Costs
acquisition transactions, 4, 33-36
advertising cos:s, 20-23, 41, 79, 432
incurred sihsequent to project
compieten, 24-26
to rext real estate development
prejects, 23
of rental under operating lease, 23
of sale, 20-23, 424, 428
Cost-to-cost method, 175, 177, 406, 428,
429
Customer relationships, 29, 30, 77

D
Dangling debit, 56
Debt extinguishment, 165, 166
Deconsolidation of subsidiary, 188, 349,
352-354, 365-366, 382, 388-389
Default
lease provisions, 210, 266
on nonrecourse loans, 354, 355
real estate sales, 124, 144, 148, 166
retail land sales, 430, 432-434
sale-leaseback transactions, 276
time-sharing transactions, 396, 400,
410412
Deposit method of accounting
disclosures, 146
real estate sales, 124, 130, 133,
142-146, 183
retail land sales, 423, 424
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sale-leaseback transactions, 97,
266-267, 287-290, 295, 301, 306
time-sharing transactions, 406, 410

Depreciation

commencement of, development
projects, 24—25

disclosures, 64, 250, 251

finance leases, 254

and funds from operations, 239

leased property, 219

leveraged leases, 260

long-lived assets held for sale, 144

machinery and equipment used in
construction, 10

operating leases, 257

property, plant, and equipment, 62, 80,
81

real estate sales, 144, 148, 154, 155,
161

real estate ventures, 337, 339

and revaluation of assets, 63

sale-leaseback transactions, 275,
287-291, 294

start-up costs, 40

Index 459

deposit method, 146

depreciation, 64, 250, 251

discontinued operations, 169, 365,
380

environmental remediation, 52, 53

goodwill, 59

impairment losses, 59, 172, 173

installment method, 148

leases, 250, 251, 254-258

nonmonetary exchanges of real estate,
99, 100

operating segments, 57—59

real estate development projects,
57-59

real estate sales, 16, 169-171

real estate ventures, 5349, 364-367,
369,371, 372, 574, 378-381, 385,
388,391 523

retail laria saies, 434

sale-lcaseback transactions, 303,
205

dimie-sharing transactions, 418, 419

valuation, 68

variable interest entities (VIEs),

366,367
Discontinued operations
assets held for sale, 70
converged definition and disclosure
requirements, FASB and IASB

Development activities by seller after sals,
140, 141, 143
Development and construction jiojects.
See Real estate development projects
Direct financing lease
accounting for, 192203, 204, 219, project, 172
221-225,227, 233 disclosure requirements, 169, 365,
costs incurred to rent projects, 23 380
financial statement presentation and financial statement presentation,
disclosures (lessor), 251 170-172
interest expense/revenue, 233 interest, allocation of, 184, 185
lease classification, 192, 203, 204, reporting, 166, 186, 187
210, 211, 213-215, 241, 292 Discount rate
real estate leases, 210, 211, 213-215 environmental remediation liability,
residual value, 261 52, 80
sale of leased asset, 231 future revenue from retail land sales,
sale-leaseback transactions, 292 426
subleases, 245, 261
termination of, 228
Disclosures
asset retirement obligations, 49

minimum lease payments, present
value calculation, 209

sales-type leases, net investment in
lease, 220
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E
Easements, 199, 247
Environmental costs and liabilities, 46—54
Equipment leases, 216. See also Property,
plant, and equipment
Equity method investees, 13, 15, 55, 339,
357, 360-364, 366-369, 382,
388-390
Equity method of accounting for equity
interests in real estate ventures
accounting issues, 355-364
accounting principles used, 357
allocation of profits and losses, 337,
338
capitalization of interest, 54, 55, 72,
362-364
carrying amount of investment and
investor’s share of underlying equity,
difference between, 338, 339
cash distributions in excess of
investment, 360
change in method of accounting,
340
corporate entities, 333, 335, 336
criteria for use of, 334-337
dividend distributions, 345, 34¢€
fair value measurement of intevests in
real estate ventures, 241--343
general partnerships. 235
and hypothetica! kavidation at book
value (HLBV) method, 314, 360,
361
impairment, 361, 362
interest capitalization, 362—-364
International Accounting Standards,
372,376,377,379, 380
investments other than common stock,
355-357
leases between related parties, 248
limited liability companies, 336, 337
limited partnerships, 336
loans and advances to venture, 345,
346
losses by investor, recognition of,
357-359

nonreciprocal transfers to owners, 98
overview, 314, 315, 333, 334
services provided by investor or
venture, 348
suspension of and accounting for
subsequent investments, 359, 360
Estimates, changes in, 18, 19, 39, 40,
158, 407-409, 419, 430
Exchange-leaseback transactions, 97

F
Fair value
asset retirement obligation, 47-49
assets and liabilities acquired in
business acquisition, 28, 33-36,
69-71
assets in asset/asszt group purchase,
28,33-35
cost alloccavion based on relative fair
vawes, 16-18, 33, 34
Gelined, 30, 31
fair value option for financial assets and
liabilities, 314, 334, 341-343, 368,
369, 381
fair value option for financial
instruments (IAS), 370
highest and best use, 31
IAS fair value model, 65-69
in-place leases, 32, 33, 36
intangible assets, 31-36
measurement of interests in real estate
ventures, 314, 322, 334, 341-343,
368-371, 381
90% of fair value test. See 90% of fair
value test
nonmonetary exchanges of real estate,
83, 84, 86, 87,91-106
property, plant, and equipment, 6, 31,
32,60, 62, 64
Farms, 24, 42, 86, 110
FASB. See Financial Accounting
Standards Board (FASB)
Federal Housing Administration (FHA),
119,184
Finance lease. See also Capital leases
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accounting for and disclosures (lessee),
254, 255
accounting for and disclosures (lessor),
256, 257
FASB and IASB proposed lease model,
193
investment property, 64, 65, 81, 253,
254
lease classification, 252, 253
revenue recognition, 256
sale-leaseback transactions, 304
Financial Accounting Standards Board
(FASB)
discontinued operations, convergence
projecton, 171,172
Fair Value Option Project, 314
joint venture convergence project,
372
nonmonetary exchange of assets,
convergence project, 100
revenue recognition in real estate sales,
proposed standard, 108, 109
U.S. and international accounting
standards convergence project, 84
variable interest entities, convergeriocs
with FASB model, 372
Financial statement presentatiors. See also
Income statement; Statement of cash
flows
cost recovery methad 148, 150
direct financing lease, 251
environmental remediation, 52
financing method, 154
installment method, 148
intangible assets, 58, 59
operating segments, 7, 58
real estate development projects, 57
real estate sales, 168—173
real estate ventures, 364—369
retail land sales, 434
sale-leaseback transactions, 303
Financial statements, consolidated, 315,
327,349, 350, 352, 355, 359, 360,
365,371-374, 376,377, 380-382,
392,393

Index 461

Financing
acquisition transactions, 45, 46
by related parties real estate
development projects, 54, 55
retail land sales, 421-422
Financing method of accounting
real estate sales, 127-128, 143,
152-154
sale-leaseback transactions, 278, 283,
287-290, 292, 295, 300-301, 303
Funds from operations (FFO), 165,
239

G
General and administrative costs, 8, 10,
11,23
General partnerskips, 330, 335, 336,
342, 342 Scc also Real estate
ventuies
Goodwiz
balance sheet, 59
Jdisclosures, 59
in equity method accounting, 339
impairment, 59, 161-165, 172,173,
339
real estate ventures, 339, 351
Governmental units, leases with,
206-207, 210, 217-218, 259-260
Gross profit, 148, 150, 152, 434
Gross profit method, 17
Guarantees
guarantee obligations, leases, 240,
241
of investment or on investment, 129,
130, 143, 156,158,174
lessee, 248, 249, 258, 259, 263-266
loan guarantees, 117, 119
maximum guarantee test, 246, 247,
249
residual value of leased property, 195,
208,212,213, 219, 222, 223, 225,
246, 258, 259, 261, 263-266,
270,271
sale-leaseback transactions, 281-282,
287-289, 301-303, 308-309
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Guarantees (Continued)
seller involvement in exchange
transactions, 89
variable interests, 316, 367

H
Highest and best use, 31
HLBV. See Hypothetical liquidation at
book value method (HLBV method)
Holding costs, 11. See also Insurance;
Interest; Property taxes
Holding period
Section 1031 exchanges, 86
time-sharing intervals, 415, 416, 419
Homeowners’ association, 38. See also
Owners’ association (time-shares)
Hypothetical liquidation at book value
method (HLBV method), 314, 338,
360, 361, 391

I
IASB. See International Accounting
Standards Board (IASB)
Impairment
disclosures, 59, 172, 173
goodwill, 59, 161-165, 172, 172339
intangible assets, 59, 162, 1u3
of leased assets, 243, 244
loans, 381, 413
real estate properties, 144, 158-165,
172,173, 293-295
real estate ventures, 339, 343, 344,
361, 362,377,378, 381, 388
in sale-leaseback transactions, 293-295
testing (real estate properties),
159-161
Incentives
lease incentives, 159, 192, 195, 220,
236-239, 241, 245, 262,273
performance-based management fees,
390
time-sharing transactions, 401-406,
414, 415,419
Incidental operations, 20, 24, 410, 415,
416,418

Income statement. See also Financial
statement presentation
change of accounting method, income
resulting from, 432
discontinued operations, 170, 171
environmental remediation expenses,
52
financing method, 154
gains or losses from sale of land options,
168
gross profit, 150
in-place leases, rental revenue, 36
interest cost disclosures, 58
involuntary conversions of
nonmonetary assets, gains or losses
from, 100
operating leages, 250, 255
profit-sharing niethod, 155
Income taxesand Section 1031
exchanges, 84, 85. See also Section
1031 exchanges
Indemnification provisions (leases), 246,
248, 249, 266
Inducements
leases, 232, 307
time-sharing transactions, 401, 414
Industry Accounting Guides (AICPA), 3,
107,422, 434
Initial investment
real estate sales, 115-122, 124, 132,
133,136,139, 143-145, 147,
149-151, 167, 185
sale-leaseback transactions, 287
time-sharing transactions, 401-404,
406, 417. See also Continuing
investment
In-kind distributions, 98, 104
In-place leases, 29, 30, 32, 33, 36, 159,
243, 292. See also Leases
Installment method
deferral of selling costs, 21
partial sales, 134
real estate sales, 134, 143, 146-148,
167-168
retail land sales, 423-424, 430-434
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In-substance option to purchase property,
132,133,188
In-substance sale and purchase
transaction
nonmonetary exchanges of real estate,
90
real estate sales, 110-112, 114, 115,
186
Section 1031 exchanges, 90
Insurance
carrying costs of real estate projects,
25
costs of during construction, 9-12
costs of during preacquisition activities,
7
environmental remediation, 52
holding costs, 11
private mortgage insurance, 184
proceeds from, involuntary conversion
of nonmonetary asset, 102
recoveries, 52
selling costs of real estate projects, 22
start-up costs, 41
title insurance, 22
Intangible assets
accounting for subsequent to
acquisition, 36, 73
acquisitions, recognition. ¢f, 29, 30
allocation of purchase price in asset
acquisitions, 3434
amortization, 36
business acquisition versus asset
acquisition, 29, 37
contribution of to real estate venture,
345
customer relationships acquired in
business combination, 77
disclosures related to acquisition of, 58,
59,73
financial statement presentation and
disclosures, 58, 59, 73
goodwill. See Goodwill
impairment losses, disclosure
requirements, 59
impairment testing, 162, 163

Index 463

in-place leases, 29, 30, 32, 33, 36,
159, 243, 292
leases of, 194, 198, 269
measurement, 31-34, 79
reacquired rights, 78
Section 1031 exchanges, 85
tenant relationships, 29, 30, 292
useful life, 36
Integral equipment
defined, 276, 277
included in lease, 216, 268, 269
in real estate sales, 110, 111, 182, 186
in sale-leaseback transactions,
276-278, 281, 298
Interest
capitalization of, disclosures related to,
58
capitalization ¢f, equity method of
accouavsg, 54, 55,72, 362-364
capitz.ization of during construction,
1254
capitalization of on investments in
equity method investees, 55
holding costs, 11
rates, reasonableness of in financing
acquisitions, 45, 46
Internal Revenue Code (IRC) Section
1031 exchanges. See Section 1031
exchanges
International Accounting Standards
Board (IASB)
accounting standards convergence
project with FASB, 84
discontinued operations, convergence
project on, 171, 172
joint venture convergence project, 372
nonmonetary exchange of assets,
convergence project, 100
revenue recognition in real estate sales,
proposed standard, 108, 109
variable interest entities, convergence
with FASB model, 372
Investment property (IAS 40), 6469, 81,
254
Involuntary conversions, 91, 100, 102
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J

Joint ventures. See Real estate ventures

K
Kick-out rights, 321, 323, 324, 326,
331, 332, 383

L
Land options
gain on sale of, 168
real estate development projects, 5-7,
19, 41-45
Land parcels, 17, 38
Land sales. See Retail land sales
Lease classification
bargain purchase option, 202,
204-208, 211-215, 217,
241, 243
building part, 210, 216-218
capital leases, 192, 202, 203, 205,
210-212
collectibility of minimum lease
payments, 204, 208-211, 213-215;
241
criteria (lessee), 202, 203
criteria (lessor), 202—-205
direct financing lease (lessor) 203,
204, 210, 211, 213-215
equipment and real estaiz, 210,
216
facilities owned by governmental units,
210
fair value of land less than 25% of fair
value of leased property, 215
governmental units, 217, 218
integral equipment, 216
International Financial Reporting
Standards, 252, 253
land and building, 210, 212-216
land only, 210-212
lease term, 206-208
lessee perspective, 202, 203
lessor perspective, 203—-210
leveraged lease, 203, 204, 210, 211,
213-215

90% of fair value test, 202, 203, 205,
206, 211-215, 241, 246, 247, 252,
263-265, 267, 284, 285

operating leases (lessee), 202, 203,
210,211, 213,217

operating leases (lessor), 203, 210,
211, 214-216, 218

overview, 201

sales-type lease, 203, 204, 210, 211,
213

75% of economic life test, 202, 205,
206, 211-215, 217

transfer of ownership, 202, 204, 205

transfer of title, 211-213

uncertainties relating to
unreimbursable costs, 204, 211,
213-215

Leases

accounting {or (IFRS), 254-257

accounting for (lessees), 218, 219.
~ee-also Capital leases; Operating
leases

accounting for (lessor), 219-222.

See also specific types of leases
acquisition of in business combination,
242,243

authorities and guidance, 191-193,
258-274

bargain renewal option, 207, 283

build-to-suit, 245-248, 264, 265, 278

capital leases. See Capital leases

classification of. See Lease classification

contingent rentals, 47, 73, 225,
233-236, 250, 251, 255, 257, 258

costs to rent real estate project under
operating lease, 23

default provisions, 210, 266

defined, 195, 196

direct financing lease. See Direct
financing lease

disclosures, 250, 251, 254-258

extensions and renewals, 222-225

finance leases. See Finance lease

financial statement presentation, 250,
251
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with governmental units, 206, 207,
210,217,218, 259, 260

impairment of leased assets, 243,
244

incentives, 236-239, 245

in-place leases, 29, 30, 32, 33, 36,
159, 243, 292

International Financial Reporting
Standards, 252—-258

leveraged leases. See Leveraged leases

losses incurred by lessee under
operating leases, 244, 245

minimum lease payments, 47, 66, 73,
202-204, 208-216, 218-227,
233-235, 241, 246, 249-251,
253-261, 263, 265, 271

modifications, 225-227

operating leases. See Operating leases

overview, 191-194

property improvements, sale of with
lease of underlying land, 137-140

proposed lease model, 193-195

purchase and sale of leased asset before
end of lease term, 230, 231

reassessment of arrangement,
199-201

between related parties, 248, 2:49

rent holiday, 232

rent increases/decreascs, 232, 233

residual value lease sudrantees, 195,
208, 212-213, 219, 222, 223, 225,
246, 258, 259, 261, 263-266, 270,
271, 308

right to use, 195-197

sales-type lease. See Sales-type lease

specified property, plant, or equipment,
195,198, 199

stated period of time (term), 199

subleases, 239-242, 245

substitution of lessee, 239-242

termination, 228-230

Leasing method of accounting, 127, 154,

155

Lessees. See also Lease classification;

Leases

Index 465

accounting for leases, 218, 219,
254-256

bargain purchase option, 202,
204-208, 213, 215, 217, 241,
243

bargain renewal option, 207, 283

capital leases, 192, 202, 203, 205,
210-212, 218, 219, 222,223, 226,
228

guarantees, 248, 249, 258, 259,
263-266

land and building leases, 212-214

land only leases, 211

lease classification criteria, 192,
201-203

leasehold improveweiits, accounting
for, 238, 23€

leases involving part of a building,
216-21%

losses incurred under operating leases,
244,245

minimum lease payments, 208—-210

operating leases, 202, 203, 210, 211,
213,217, 218, 244, 245

proposed lease model, 193-195

right to use, 196, 197

subleases and substitutions, accounting
for by new lessee, 242

subleases and substitutions, accounting
for by original lessee, 240-242

substitution of lessee, 239—242

Lessors. See also Lease classification; Leases

accounting for leases, 192, 219-222

accounting for leases (IFRS), 256, 257

direct financing lease, 192, 203, 204,
210,211, 213-215, 219, 221, 222,
224,225,227, 251

exchange-leasebacks, 97

extensions and renewals, accounting
for, 223-225

finance lease, accounting for and
disclosures, 256, 257

financial statement presentation and
disclosures, 251

governmental units, 217, 218
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Lessors (Continued)
initial direct costs, 23, 220
land and building leases, 213-216
land only leases, 211, 212
lease classification, 192, 202-211,
213-216, 218
lease modifications, accounting for, 227
leasehold improvements, accounting
for, 239
leases of part of a building, 218
leveraged leases, 192, 203-204,
210-211, 213-215, 219
minimum lease payments, 208-210
operating leases, 203, 210, 211,
214-216,218-220, 224, 225, 227
proposed lease model, 193-195
sales-type lease, 192, 203, 204, 210,
211,213, 219-221, 224, 225, 227
subleases and substitutions, accounting
for, 240
Leveraged leases
accounting for, 192, 219, 243,
260-262
acquisition of, 243
lease classification, 203, 204, 210,
211, 213-215
Licensing agreements, 191, 193,
252
Like-kind properties, Section 1031
exchanges, 84-£2.90
Limited liability companies (LLCs), 327,
331, 335-337, 387. See also Real
estate ventures
Limited partnerships, 331-333, 335,
336, 342, 384, 387, 389. See also
Real estate ventures
Loans. See also Mortgages
acquisition, development, and
construction (ADC) loans, 247, 383,
384
construction, 121, 122, 186, 247, 425
guarantees, 117, 119, 322
impairment, 381, 413
loan commitment, 117
origination fees, 258, 401, 402

to real estate ventures, 345, 346, 357,
358, 362-364, 366, 374, 383-385,
389

subordination, 123, 425

time-sharing transactions, 401,

402
Losses

incurred by lessee under operating
leases, 244, 245

by investor in real estate venture,
recognition of, 357-359

real estate sales, 165

on subleasing activities, 245

M
Master leaseback ariengements, 292,
293
Master-planrad communities, 16—18,
363,504
Minera: rights, 78, 79, 191, 198, 252,
269,375
Mimum lease payments
real estate leases, 47, 66, 73, 202-204,
208-216,218-227, 233-235, 241,
246, 249-251, 253-261, 263, 265,
271
sale-leaseback transactions, 284-285,
303, 306
Model units, 20, 23, 410
Monetary consideration, accounting for
in nonmonetary exchanges of real
estate, 94-97
Mortgages
mortgage relief in Section 1031
exchanges, 86, 87
nonrecourse financing, 44, 113, 129,
132, 146, 166-168, 354
real estate acquisition, 45, 46
wrap-around mortgages, 166

N

90% of fair value test, 202, 203, 205,
206, 211-215, 241, 246, 247, 252,
263-265, 267, 284, 285

Noncontrolling interests
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accounting for in real estate ventures,
336, 337, 349-354, 359, 360,
365-366, 381-383, 387
in acquired entity, 38, 71, 73
consolidated financial statements, 381,
382
in limited liability company, 336, 337,
387
Nonmonetary assets, transfers of to real
estate ventures, 99, 352, 355, 378,
394
Nonmonetary exchanges of real estate
accounting for, 91-94
authorities and guidance, 83, 84,
101-106
businesses versus assets, 90, 91
continuing involvement of transferor,
88-90
disclosures, 99, 100
exchange-leaseback transactions, 97
fair value, 83, 84, 86, 87, 91-106
in-substance sale and purchase
transaction, 90
International Financial Reporting
Standards, 100, 101, 105, 106
involuntary conversions, 91
monetary consideration, accCaating
for, 94-97
overview, 83, 84
related party transactions, 97-99
Section 1031 exchanges, 84-88,
90
Nonrecourse financing, 44, 113, 129,
132, 146, 166-168, 354
Norwalk Agreement, 84

(0]
Occupancy certification, 112, 113
Oil and gas, 110, 111, 191, 198, 252,
375,376
Operating leases
accounting for (lessee), 218, 244,
245
accounting for (lessor), 219, 220, 224,
225,227

Index 467

costs to rent real estate project under
operating lease, 23
incentives, 236-239
lease classification (lessee), 202, 203,
210,211, 213,217,292
lease classification (lessor), 203, 210,
211, 214-216, 218
losses incurred by lessee, 244, 245
Operating segments, 57-59, 162
Operations
discontinued, 70, 166, 169-172,
184-187, 365, 380
incidental, 20, 24, 410, 415, 416,
418
Option to purchase, 132, 133
Option to repurchase property, 126-128
Options, land, 5-7. 19, 41-45, 168
Owners’ association (time-shares),
402—4Ca 415,417, 418

P
Pactial sales, 50, 134-135, 143, 188,
296, 310, 344, 353
Participating rights, 321, 323, 324, 326,
328-333, 383, 384, 387
Parties under common control. See
Common control
Partnerships. See also Real estate ventures
as associates, 379, 393
business development stage, 318
equity method of accounting, 334,
335, 386, 391. See also Equity
method of accounting for equity
interests in real estate ventures
general partnerships, 330, 335, 336,
342, 343
jointly controlled entities, 376, 377
limited partnerships, 331-333, 335,
336, 342, 347, 384, 389
real estate partnership interests, sale of,
111
real estate sales to partnership by
general partner, 129
reduced profit method, 124, 125, 143,
150, 151
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Partnerships (Continued)
sale by general partner to partnership,
129
sale of partnership interest, 111
sale-leasebacks involving related
parties, 301, 302
voting interest entity consolidation,
327
Percentage-of-completion method
condominium sales, 109, 135-137
and deferred selling costs, 21
and development activities by seller
after sale, 141
real estate sales, 109, 113, 135-137,
141, 143, 150, 152,174-177,
180-181, 187
retail land sales, 423-424, 427-430,
432-434
time-sharing transactions, 400, 405,
406, 413, 419
Performance-of-services method, 130,
131,156-158
Preacquisition costs, 4-8, 41, 76
Pro rata consolidation method of
accounting for equity interests.
315, 335, 339, 372, 376-379,.394
Profit recognition. See also speciiic
methods of accounting
real estate sales, 107,112, 113,
166-168. See.alsospecific methods of
accounting
real estate sales by real estate venture,
346, 347
retail land sales, 423-431
sale of interest in real estate venture,
348, 354
sale of leased asset, 231
sale-leaseback transactions, 283-286,
306, 307
sales-type leases, 221
sublease or lease substitution, capital
leases, 240, 241
time-sharing transactions, 396, 398,
400-406, 411, 416,417,419
Profit-sharing method, 127, 143, 155

Project costs, 3-22, 25, 26, 38,418
Project plans, changes in, 18, 19
Property, plant, and equipment
depreciation, 62, 80, 81
held for sale, 32
IAS 16, Property, Plant and Equipment,
60-65, 67, 68, 81, 100, 101, 105,
254, 257
measurement of in acquisition
transactions, 30-32
Property improvements
leases, 268
real estate sales, 110, 111, 117,
137-140
sale-leaseback transactions, 275, 278,
281,298
Property taxes
carrying charges, 144, 145
holdingcests, 11
project costs, 9-12, 25
siart-up costs, 41
tinie-sharing transactions, 417
roportionate consolidation. See Pro rata
consolidation method of accounting
for equity interests
Protective rights, 328-331, 384

[oN e

ualifying property, Section 1031
exchanges, 85

R

Real estate development projects
abandonment, 7, 19, 46, 75, 81
advertising costs, 21-23, 41, 79
amenities, cost of, 38—40
authorities and guidance, 3, 4, 72-81
cancelled sales contracts, 21
capitalization of costs, 3—15, 19, 25, 26
change in development plans, 18, 19
change in estimates, 18, 19, 39, 40
completion date, determining, 24, 25
cost allocation, 15-18
costs incurred subsequent to project

completion, 24-26
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costs of sale, 20-22

costs to rent, 23

disclosures, 57—59

environmental costs and liabilities,
46-54

financial statement presentation, 57

financing by related parties, 54, 55

incidental operations, 24

International Accounting Standards,
60-69

land options, 5-7, 19, 41-45

operating versus nonoperating, 24, 25

overview, 3, 4

phases of, 15, 16

preacquisition costs, 4—8

project costs, 3, 8-18, 20

related party transactions, 54—56

renovations, remodeling, and
refurbishing costs, 25, 26

repair and maintenance costs, 26

start-up costs, 25, 26, 3941

substantial completion, 14, 18, 19,
23-25, 39,158, 161

Real estate investment trust (REIT), 83,

111, 165, 186, 239, 384, 385

Real estate leases. See Leases
Real estate sales

accrual method for profit recognition,
113-123,166, 167 184, 185

alternative accovnting methods, 123,
124, 142-158

antispeculation clause, 128

applicability of guidance, 110-112

authorities and guidance, 107-109,
173-189

business determination, 110

cancellation of sales contract, 144

cash flow statement, 173

condominium units, sale of during
construction, 135-137

construction periods, 112, 113

cost recovery method of accounting,
124,125,133, 134, 143, 148-150,
167,168

debt extinguishment, 165, 166

Index 469

deposit method of accounting, 124,
130, 133, 142-146, 183

development activities after sale, 140,
141

disclosures, 16, 169—-173

discontinued operations, 170-172

FASB and IASB convergence project,
proposed standard for core revenue
recognition, 108, 109

financial statement presentation,
168-173

financing method of accounting, 127,
128,143, 152-154

guarantee of investment or on
investment, 129, 130

impairment and loss recognition, 144,
158-165, 172,173, 293-295

installment metnod, 134, 143,
146-143.167, 168

integzal equipment, 110, 111, 182,
186

‘ternational Financial Reporting
Standards, 173-182, 188, 189

land options, gain on sale of, 168

leasing method of accounting, 127,
154, 155

losses, 165

nonrecourse financing, effect of on
profit recognition, 166—168

occupancy certification, 112, 113

option to purchase, 132, 133

option to repurchase property, effect of,
126-128

overview, 107, 108

partial sale, 134, 135

percentage-of-completion method,
109, 113, 135-137, 141, 143, 150,
152,174-177,180-181, 187

performance-of-services method, 130,
131,156-158

profit participation by seller, 141, 142

profit recognition, overview, 107, 108,
112. See also specific methods of
accounting

profit-sharing method, 127, 143, 155
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Real estate sales (Continued)
properties held for sale, 144, 161,
168-172, 182,183,186
property improvements, 110, 111,
117,137-140
proposed guidance for revenue
recognition, 108, 109
real estate investment trusts (REITs),
111
real estate partnership interests, sale of,
111
reduced profit method, 124, 125, 143,
150, 151
retail land sales. See Retail land sales
revenue recognition (IFRS), 173-177,
179-182, 189
right of first refusal, 128
sale criteria, 112
sale of real estate by investor to
venture, 346, 347
sale of real estate by venture to
investor, 346—348
sale of real estate to partnership by
general partner, 129
seller’s support of operations, 130—122
stock of enterprises with substanial
real estate, sales of, 111
wrap-around mortgages, 166
Real estate syndication. 74 306, 313,
345, 390
Real estate ventures
accounting method, change in, 340
accounting methods for equity
interests, 314—343. See also specific
methods
additional investments after suspension
of equity method loss recognition,
359, 360
authorities and guidance, 314, 380-394
buy-sell clauses, 135, 187, 188
cash contribution, accounting for, 344
cash distributions in excess of
investment, 360
consolidated financial statements, 315,
327,349, 350, 352, 355, 359, 360,

365,371-374,376, 377, 380-382,
392, 393

consolidated investments, 314, 315,
333, 336, 341, 343, 349-355, 365,
366

consolidation method of accounting for
equity interests, 315-333

continuing involvement, 344, 346,
347, 353

corporate ventures, 327-330, 335,
336, 355-357

cost method of accounting for equity
interests, 315, 330, 336, 340, 347,
368, 387

deconsolidation of subsidiary, 188, 349,
352-354, 365,260, 382, 388, 389

default on nortecourse debt secured by
real estate, 354, 355

disclosuies; 349, 364-367, 369, 371,
372,274, 378-381, 385, 388, 391,
293

=guity method accounting. See Equity
method of accounting for equity
interests in real estate ventures

equity method investees, 366—368

fair value option for measurement of
interests, 314, 322, 334, 341-343,
368-371, 381

financial statement presentation,
364-369

goodwill, 339, 351

hypothetical liquidation at book value
method (HLBV), 314, 360, 361

impairment, 339, 343, 344, 361, 362,
377,378, 381, 388

interest capitalization, 54, 55, 72,
362-364

International Financial Reporting
Standards, 370-380, 392-394

kick-out rights, 321, 323, 324, 326,
331, 332, 383

limited liability companies (LLCs), 327,
331, 335-337, 387

loans to, 345, 346, 357, 358,
362-364, 366, 374, 383-385, 389
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losses by investor, recognition of,
357-359
noncontrolling interest, accounting for,
336, 337, 349-354, 359, 360,
365-366, 381-383, 387
nonmonetary assets, transfers of, 99,
352, 355, 378, 394
overview, 313, 314
participating rights, 321, 323, 324,
326, 328-333, 383, 384, 387
partnerships, 318, 319, 327,
330-336, 342, 343, 347, 375, 376,
379, 384-387, 389, 391
pro rata consolidation method of
accounting for equity interests, 315,
339
real estate contribution, accounting
for, 344, 345
related party transactions, 98, 318,
326, 364, 365
sale of interest in, 348
sale of interest in real estate entity,
353, 354
sale of real estate by investor to
venture, 346, 347
sale of real estate by venture to
investor, 346348
service arrangements betvre=n venture
and investor, 348
services or intangib!c asset
contribution, accounting for, 345
statement of cash flows, 367-369, 391
syndications, 74, 307, 390
transactions with, accounting for,
343-348
use of accounting principles other than
U.S. GAAP, 357
variable interest entities (VIES),
315-333, 341, 343, 366, 367, 382
Reduced profit method, 124, 125, 143,
150, 151
Regulated enterprises, sale-leaseback
transactions by, 300, 301
Related party transactions
acquisition transactions, 54—-56

Index 471

leases between, 248, 249
nonmonetary exchanges of real estate,
97-99
real estate development projects,
54-56
real estate ventures, 98, 318, 326,
364, 365
sale-leaseback transactions, 301-303
Relative sales value method, 17, 18, 137,
397,406—408, 416, 418, 419
Relative value method of cost allocation,
16,17
Release provisions, 121, 122
Renovations, remodeling, and
refurbishing costs, 25, 26
Repair and maintenance costs, 4, 26,417
Reporting units, 59, 162-165, 188
Repossessed 12na; accounting for in retail
land saiec432-434
Repurchiase option, 128, 276, 278, 306,
207
Recicual value
intangible assets, 36, 59
lease guarantees, 195, 208, 212-213,
219, 222,223, 225, 246, 258,
259, 261, 263-266, 270, 271,
308
property, plant, and equipment, 62
sale-leaseback transactions, 275, 281,
308
Retail land sales
accounting for, 422-434
accounting method, change in, 432
accrual method of accounting,
423-427,429, 430, 433, 434
authorities and guidance, 422,
434
collectibility of receivables, 423-426,
430, 431, 433, 434
costs of sale, 424, 428
cost-to-cost method for measuring
contract completion, 428, 429
defaults, 430, 432-434
deposit method of accounting, 423,
424
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Retail land sales (Continued) continuing involvement, 245, 266,

disclosures, 434

estimates, changes in, 430

financial statement presentation,
434

financing, 421-422

installment method, 423, 424,
430-434

overview, 421, 422

percentage-of-completion method,
423,424,427-430,432-434

profit recognition, 423-431

repossessed land, accounting for,
432-434

revenue recognition, 422-424

Revaluation, 61-64, 68, 81
Revenue recognition

FASB and IASB convergence project,
proposed standard for revenue
recognition, 108, 109

finance leases, 256

from maintenance services required by
lease, 270, 271

nonmonetary exchanges of real estate,
100

real estate sales, IFRS, 173-177:
179-182, 189

retail land sales, 422-424

267,279-283, 287, 288, 292, 293,
296-298, 302, 303, 306, 308-310

contribution-leaseback transactions,
298

deposit method of accounting, 97, 266,
267, 287-290, 295, 301, 306

direct financing lease, 292

disclosures, 303, 305

equipment, real estate with, 277, 278

FASB and IASB new leasing standard,
276

finance lease, 304

financial statement presentation, 303

financing method of accounting, 278,
283, 287-290:292, 295, 300, 301,
303

guarantees. 231, 282, 287-289,
301-502: 308, 309

impaiment of property, 293-295

iniialinvestment, 287

iniegral equipment, 276-278, 281, 298

International Financial Reporting
Standards, 303-305

leaseback of portion of property, 296,
297

leaseback with fixed-price renewal
options for substantially all of

Right of first refusal, 128 .81 property’s economic life, 299, 300

master leaseback arrangements, 292,

S 293

Sale-leaseback accounting method, minimum lease payments, 284-285,
278-286,290-292, 294, 295 303, 306

Sale-leaseback transactions of multiple assets, 297, 298

accounting for (buyer-lessor), 292, 293

accounting for (seller-lessee), 276—303

accrual method of accounting, 280,
284, 290

advantages of for buyer-lessor, 276

amortization, 97, 283, 284, 286, 288,
290, 291, 298, 301, 304, 305

authorities and guidance, 276278,
305-310

continuing investment, 97, 279, 280,
284

operating lease, 304, 305

overview, 275, 276

partial interest sale, 296

property improvements, 275, 278,
281, 298

by regulated enterprises, 300, 301

related parties, 301-303

repurchase options, 276, 306, 307

residual value, 275, 281, 308

sale-leaseback accounting method,
278-286,290-292, 294, 295
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subleases, minor, 295, 296
tax consequences, 275, 276
unusual terms, 293
uses of, 275
wrap lease transactions, 298
Sales of real estate. See Real estate sales
Sales-type lease
accounting for, 192, 219-221, 224,
225,227
amortization of unearned income, 220
costs to rent projects, 23
discount rate, 220
extensions and renewals, accounting
for, 223-225
financial statement presentation and
disclosures, 251
interest expense and revenue,
accounting for, 233
lease classification, 192, 203-204,
210-211, 213, 219
modifications, accounting for, 227
money-over-money lease transactions,
262
profit recognition, 221
residual value, 261
sale of leased asset, 231
termination, accounting for. 228
Section 1031 exchanges, 84 -28, 90
Selling costs. See Costs
Services
arrangements between venture and
investor, 348
contribution of, accounting for in real
estate ventures, 345
Silos, 42—44
Special purpose entities (SPEs), 198,
264-266,371,373,374, 382,393,
398, 399
Specific identification method of cost
allocation, 16
Start-up costs, 25, 26, 3941
Statement of cash flows
discontinued operations, 172
real estate acquisition and
development, 57

Index 473

real estate leases, 289
real estate sales, 173
real estate ventures, 367—-369,
391
Stock of enterprises with substantial real
estate, sales of, 111
Subleases, 239-242, 245, 295, 296
Subordination of receivables, 114,
123-125, 143, 183, 425
Substantial completion, real estate
development projects, 14, 18-19,
23-25, 39,158, 161
Substantive kick-out rights, 331, 332,
383. See also Kick-out rights
Substantive participating rights,
328-333, 383./284, 387
Syndications, 74,307, 390. See also Real
estate ventures

T
Tenant relationships, 29, 30, 292
Tiraberland and timber rights, 46, 47,
110,111, 191, 198
Time-sharing transactions
accounting for sale of intervals,
399411
accrual method for profit recognition,
400-406, 411, 416, 417
authorities and guidance, 396, 397,
419
collectibility of receivables, 397,
411-413, 418,419
continuing investment, 400—402,
404-406, 416,417
cost recovery method of accounting,
410,413
costs of sale, 22, 396, 409-411
deeded structures, 397, 398
defaults, 396, 400, 410-412
deposit method of accounting, 406,
410
disclosures, 418, 419
fees charged to buyers, 401, 402
financial statement presentation, 418,
419
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Time-sharing transactions (Continued ) term for years arrangement, 399

floating time ownership arrangement,
398

hybrid structures, 397-399

incentives, 401-406, 414—415,
419

incidental operations, 415, 416

inducements, 401, 414

initial investment, 401-404, 406, 417

interval ownership, 398

loans, 401, 402

overview, 395-397

percentage-of-completion method for
profit recognition, 400, 405, 406,
413,419

phases of project, 418

profit recognition, 396, 398, 400-406,
411,416,417,419

property taxes, 417

receivables, uncollectibility of, 397,
411-413, 418,419

relative sales value method, 406-409

reloads, 416, 417

right-to-use structures, 397, 398

seller support of operations, 417, 478

special-purpose entities (SPEs). 598,
399

troubled debt restructuring, 413
types of arrangements, 397, 398
undivided ownership interest, 398
upgrades, 416, 417

Title insurance, 22

A%
Valuation
buildings acquired, 32
disclosures, 68
fair value, 30, 31, 33, 34,173
highest and best use, 31
in-place leases, 32, 33
intangible assets in business
combinations, 51-34, 79
property, plant, and equipment, 30-32,
61-64, 1
revaluatic's 61-64, 68, 81
Variab!c interest entities (VIEs), 42-44,
315-333, 366, 367
Veterans Administration (VA) loans, 119,
184

w
Worap lease transactions, 262, 263, 298
Wrap-around mortgages, 166
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