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Basis on which to value
services, 112
Creating or enhancing fixed
assets, 111
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Long-lived assets, 354
Pledges, 117
T'estricted, S0
Sapport not currently
expendable, 117
Unrestricted, 102
Used for fund-raising
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Current unrestricted fund, 81
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Deferred compensation
contracts, 439

Defined benefit pension plan,
414,417

Defined contribution pension
plan, 414, 417, 449
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Accelerated, 356
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Disclosure requirements, 364,
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357

Impairments of long-lived
assets, 358

Partial-year, 357

Private elementary and
secondary schools, 249

Replacement method, 357

Retirement method, 356

Straight-line, 355

Sum-of-the-years’ digits, 356

Units-of-production, 356

Derivative instruments, 523,

567
Direct costing, 346
Direct financing lease, 499
Direct method, 45

Examples of, 51

Disclosure checklist, 543
Disclosure requirements

Asset retirement obligations,
365

Assets to be disposed of, 365

Capitalization of interest
costs, 542

Collections, 232, 561

Contingencies, 388, 546

Contributions, 144, 287, 564
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Debt, 562

Derivative instruments, 567

Equity method of accounting,
169

Financial instruments, 527,
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Functional reporting, 227,
565

Fund-raising, 219
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365

Income taxes, 569
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Interest costs, 542
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Nonmonetary transactions,
543
Pensions, 440, 548
Pledges, 561
Receivables, 561
Related entities, 552
Related-party transactions,
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Risks and uncertainties, 553
Solicitations, 288
Split-interest agreements, 199
Statement of activities, 32
563
Statement of cash flcws, 53,
566
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position, 27. 554
SubsetGuent events, 547
Suminary of significant
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Liscontinued operations
Interim reporting, 71
Dividend income, 49
Donated inventories, 350
Donor-restricted endowment
funds, 157
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Emerging Issues Task Force
EITF 88-21, 509
Endowment gifts, 117
Environmental remediation
liability, 472
Equity method of accounting,
163
Accounting rules, 164
Application, 165
Calculations, 166
Changes in, 166
Differences in fiscal years, 166
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Disclosure requirements, 167
Fiscal year discrepancies, 166
Income taxes, 166
Equity securities, 148
Estimated economic life of
leased property, 485
Estimated residual value of
leased property, 485, 493
Excise tax, 288
Investment income, 281
Executory costs, 485, 492
Exempt organizations, 277
Charitable organizations, 287
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acknowledgments, 287
Coutributions disclosures,
144,287
Excise tax considerations, 288
Noncharitable exempt
organizations, 290
Private foundations, 244, 281
Private operating
foundations, 286
Registration and reporting,
298
Social and recreation clubs,
290
Solicitation disclosures, 288
Summary of individual tax
deductions, 289
Title holding companies, 294
Trade associations, 293
Expected long-term rate of
return on plan assets, 417,
4258
Expected postretirement
benefit obligation (EPBO),
418,435
Expected return on plan
assets, 418
Expendable funds, 83
Expenses, 31
Classifications of, 31
Gross amounts of, 32
Recognition
Interim periods, 68
Performing arts
organizations, 243
Expropriation of assets, 381
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Extinguishment of debt, 460
Gain or loss, 461
Extraordinary items
Interim reporting, 71

F

Fair value
Financial instruments, 532
Leased property, 485
Pensions, 418, 424
Federal and state reporting
requirements, 273
Intermediate sanctions, 275
Principal federal tax forms
filed, 300
Private inurement, 276
Registration and reporting,
298
Reports by recipients of
federal support, 300
Federal tax forms filed, 300
Form 990, 299
Form 990-PF, 306
Form 990-T, 306
Final-pay formula, 418
Financial Accounting
Standards Board (FASB)
Interpretations
FASB133,537
Financial Accounting
Standards Board (FASB)
Technical Bulletins
FASB TB 80-2, 463
FASB TB 85-3, 497
FASB TB 86-2, 507
FASB TB 88-1,491, 497
Financial instruments, 523
Derivative, 524
Disclosure requirements, 527,
532
Off-balance-sheet risk, 527
Financing activities, 43
Cash flows from, 50
Cash inflows, 44
Cash outflows, 44
Contributions, 50
Investment income, S0
Issuance of social or country
club membership shares, 51
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Restricted contributions, 50
Short-term and long-term
debt, 50
First-In, First-Out (FIFO),
346
Five-year master plan, 268
Estimating costs, 269
Ilustrative master plan, 270
Plan for income, 269
Setting goals, 269
Suggested procedures, 268
Fixed asset fund, 82
Fixed assets
Churches, 238
Clubs, 239
Creating or enhancing, by
volunteers, 111
Gifts-in-kind, 109
Libraries, 241
Museums, 241
Recording costumes and
stage scenery as, 243
Flat-benefit formulz, .8
Full absorption csiug, 345
Full eligibility. 4183, 435
Full eligibiliv; zate, 418, 435
Functiova! reporting, 223
Assaciations, 236
Classification of expenses
related to more than one
function, 225
Cost of sales of contributed
inventory, 226
Disclosure requirements, 227,
565
Professional societies, 236
Program services, 224
Reporting, 226
Support to affiliated
organizations, 225
Supporting services, 224
Fund accounting, 77
Alternative fund groupings,
83
Board-designated funds, 81
Categories of funds, 80
Current restricted fund, 81
Current unrestricted fund, 81

Elimination of funds for
reporting purposes, 87
Expendable funds, 83
Financial statements, 84
Fixed asset fund, 82
Interfund borrowing, 86
Managed fund groups, 83
Nonexpendable funds, 83
Other types of funds, 83
Restricted endowment fund,
82
Funding policy, 418
Fund-raising, 207
Affiliate of “parent”
organization, 172
Centributed items used for,
215
Disclosure requirements, 219
Reporting special events, 215
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Gain contingencies, 385
Gain or loss, 419, 425
Component of net periodic
pension cost, 419, 426
Gains, 31, 63
Classification of, 31
Gifts
Assets acquired with, 541
Long-lived assets, 51
Of securities, 282
Pass-through, 183
Tax consequences of, 282
Gifts-in-kind, 109
Contributed services of
volunteers, 110
Fixed assets, 109
Museum collections, 109
Supplies, 109
Use of facilities, 113
Used for fund-raising
purposes, 215
Going concern contingencies,
390
Grants
Assets acquired with, 541
For specific projects, 108
Prepayment vs. cost-
reimbursement, 108
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Research and scientific
organizations, 248
Group (composite)
depreciation method, 357
Guarantee of residual value,
487,492

I

Impairment of long-lived
assets, 358
Disclosure requirements, 365
Implicit interest rate, 485
Inception of lease, 486, 492
Income distribution
Private foundations, 283
Income taxes
Interim reporting, 70
Incremental borrowing rate,
486
Indirect method, 45
Example of, 52
Initial direct costs, 486, 497
Initiation fees, 240
Intangible assets, 367
Amortization of, 369
Disclosure requirements, 374,
559
Internally developed, 368,
369
Recording, 368
Useful life, 368
Interest capitalization, 527
Amount of, 538
Disclosure requirements, 542
Incurred on tax-exempt
borrowings, 541
Summary of requirements,
541
Time period for, 540
Interest cost component of
net periodic pension cost,
419
Interest cost on projected
benefit obligation, 424
Interest income, 49
Interest-free loans, 103
Interfund borrowing, 86
Interim reporting, 66
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Accounting changes, 71
Contingent items, 71
Disclosure requirements, 72
Discontinued operations, 71
Extraordinary items, 71
Fourth quarter adjustments,
71
Importance of budget
comparison, 263
Income taxes, 70
Inventories, 69, 350
Other costs and expenses, 70
Revenue and expense
recognition, 68
Seasonality, 71
Timely, 261
Internally developed
intangible assets, 368, 369,
371
Inventory, 343
Business combinations
Pooling method, 351
Purchase method; 551
Cost flow assun'ptions, 346
Direct costin,;. 346
Disclosure requirements, 351,
558
Denated, 350
Firsc-In First-Out (FIFO),
346
Full absorption costing, 345
Interim reporting, 69, 350
Last-In, First-Out (LIFO),
347
Lower of cost or market
(LCM), 348
Specific identification, 346
Valuation, 344
Investing activities, 43
Cash flows from, 47
Cash inflows, 44
Cash outflows, 44
Interest and dividend income,
49
Investments that are not cash
equivalents, 49
Notes and loans receivable,
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Purchase or sale of subsidiary,
49
Purchases of long-term assets,
48
Sales of long-term assets, 48
Investment expenses, 158
Investment income, 50, 158
Excise tax on, 281
Unrestricted, 59
Investment securities, 109
Investments, 49, 147
Accounting rules, 164
Changes in equity method,
166
Colleges and universities, 159
Debt/equity securities, 148
Ditlerences in fiscal years, 166
Disclosure requirements, 167,
5SS
Donor-restricted endowment
funds, 157
Equity method, 163, 165
Expenses, 158
In for-profit entities, 176
Income, 50, 158
Income taxes, 166
Jeopardize exempt function,
286
Other not-for-profit
organizations, 160
Pooling of, 159
Reporting realized gains and
losses, 150
Voluntary health and welfare
organizations, 159
Irrevocable split-interest
agreements, 197
Initial recognition of,
unconditional, 197
Recognition during the
agreement’s term, 198
Recognition upon
termination of agreement,
199

J

Joint costs, 207
Allocation methods, 210
Disclosure requirements, 219
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Includes a fund-raising
appeal, 208
Multipurpose activities, 220

L

Last-In, First-Out (LIFO),
347
Leases, 483
Accounting for
Lessee, 491
Capital, 491
Operating, 491
Lessor, 497
Direct financing, 499
Leveraged, 502
Operating, 497
Sales-type, 498
Assignment to third parties,
506
Bargain purchase option, 484
Bargain renewal option, 484,
492
Business combination, 505
Capital lease, 491
Change in lease provisions,
503
Change in residual value, 502
Classification of
Lessee, 488
Lessor, 489
Contingent rentals, 484
Direct financing lease, 499
Disclosure requirements 57,
519, 545
Distinction between sales-
type, direct financing, and
leveraged, 490
Estimated economic life of
leased property, 485
Estimated residual value of
leased property, 485, 493
Executory cost, 485, 492
Fair value of leased property,
485
Guarantee of residual value,
487,492
Implicit interest rate, 485
Inception of lease, 486, 492
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Incremental borrowing rate,
486
Initial direct costs, 486, 497
Lease term, 486
Leveraged leases, 502
Minimum lease payments,
487,492
Noncancelable, 487, 492
Nonrecourse financing, 488,
506
Operating lease
Lessee, 491
Lessor, 497
Penalty, 488, 492
Real estate
Leases involving land and
building
Lessee, 513
Lessor, 514
Leases involving land only
Lessee, 512
Lessor, 513
Leases involving vy part
of a building, 51
Lessee. &1¢€
Lesso: 816
Leates involving real estate
aad equipment, 516
Sale-leaseback, 511
Refunding tax-exempt debt,
505
Related and unrelated parties,
488, 505
Renewal or extension, 487,
503
Reporting of current and
noncurrent lease receivable
(lessor) and lease
obligations (lessee), 516
Sale or assignment to third
parties, 506
Sale-leaseback accounting,
488, 508
Involving real estate, 511
Sales-type lease, 498
Sublease, 508
Termination of, 503
Transfers of residual value,
507

Unguaranteed residual value,
488

Leveraged lease, 502
Liabilities

Callable obligations, 339

Current, 336

Disclosure requirements, 341

Environmental remediation,
472

Noncurrent, 337

Other, 337

Short-term obligations
expected to be refinanced,
340

Libraries, 241

Recarding a value for books,
241

Life income fund, 202
Litigation and claims, 381
Loans receivable, 49
Lobbying expenses, 293
Long-lived assets

Asset cost, 354

Contributions of, 354

Depreciation methods, 355

Disclosure requirements, 364,
558

Gifts of, 51

Impairment of, 358

To be disposed of, 361

Long-term assets

Purchases of, 48
Sales of, 48

Long-term debt, 50, 455

Gain or loss, 461

Noncash transactions, 457

Notes issued solely for cash,
457

Troubled debt restructurings,
462

Loss contingencies, 378

Allowance for uncollectible
receivables, 380

Certain significant risks and
uncertainties, 388

Claims-made insurance
policies, 381

Disclosure requirements, 388

Expropriation of assets, 381



Litigation and claims, 381
Noncompliance with donor
or grantor restrictions, 380
Uninsured risks, 382
Losses, 31,63
Classification of, 31
Lower of cost or market
(LCM), 348

M

Managed fund groups, 83
Market-related value of plan
assets, 419,425
Measurement date, 419, 437
Minimum lease payments,
487,492
Modified cash basis, 17
Mortality rate, 419
Multiemployer pension plans,
449
Museums, 241
Collections, 109
Contributed facilities, 242
Fixed asset accounting, 242
Valuing collection as an asset,
242

N

Net assets, 91

Comparison with last year’s
figures, 63

Disclosure requirements, 95

Financial statement
presentation, 97

Gains and losses, 63

Other supporting statements,
65

Permanently restricted, 95

Reclassifications, 31, 59

Restricted income from
endowments, 64

Statement of activities, 59

Statement of changes in
individual funds, 64

Statement of financial
position, 63

Temporarily restricted, 94

Unrestricted, 92

Index

Unrestricted investment
income, 59
Net periodic pension cost,
419,422
Summary of, 428
Noncancelable lease, 487, 492
Noncash contributions, 101
Noncash investing and
financing activities, 44, 51
Gifts of long-lived assets, 51
Noncash transactions, 457
Noncharitable exempt
organizations, 290
Social and recreation clubs,
290
Title holding companies, 294
Trade associations, 293
Noncompliance with donor or
grantor restrictions, 380
Noncurrent assets, 336
Noncurrent liabilities, 337
Nonexpendable funds, 85
Nonmonetary transacons,
543
Nonrecourse f\1anucing, 488,
506
Non-US pcasion
arraugements, 432
Noues payable, 455
issued solely for cash, 457
Noncash transactions, 457
Notes receivable, 49
Disclosure requirements, 561
Not-for-profit organizations
Basic structure of, 3
Differences between profit
and, 5
Financially interrelated, 177
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Offsetting assets and
liabilities, 338
Operating activities, 43
Adjustments, 47
Cash inflows, 44
Cash outflows, 44
Direct method presentation,
45
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Indirect method presentation,
45

Interest and dividend income,
49

Presentation, 44

Operating lease
Lessee, 491
Lessor, 497

P

Partial-year depreciation, 357
Pass-through gifts, 183
Pensions, 413
Accrued pension cost, 415
Accumulated benefit
obligation, 415
#.ccamulated postretirement
oenefit obligation, 416, 434
Actual return on plan assets,
416,424
Actuarial present value, 416
Amortization, 416
Of unrecognized prior
service cost, 427
At date of initial SFAS
87 application, 428
Annuity contract, 416
Nonparticipating, 431
Participating, 431
Assumptions, 416,436
Attribution, 417,423
Attribution period, 417
Business combinations, 432
Career-average-pay formula,
417
Contributory plan, 417, 436
Curtailment, 417, 433
Deferred compensation
contracts, 439
Defined benefit plan, 414,
417
Defined contribution plan,
414,417, 449
Disclosure, 415, 440, 548
Employers with two or more
plans, 447
Expected long-term rate of
return on plan assets, 417,
425
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Expected postretirement
benefit obligation (EPBO),
418, 435

Expected return on plan
assets, 418

Explicit approach to
assumptions, 418

Fair value, 418, 424

Final-pay formula, 418

Flat-benefit formula, 418

Full eligibility, 418, 435

Full eligibility date, 418, 435

Fund, 418

Funding policy, 418

Gain or loss, 419, 425

Component of net periodic
pension cost, 419, 426

Interest cost component of
net periodic pension cost,
419

Interest cost on projected
benefit obligation, 424

Market-related value of plan
assets, 419, 425

Measurement date, 419, 437

Mortality rate, 419

Multiemployer plans, 449

Net periodic pension cost,
419,422

Summary of, 428

Nonpublic entity disclosure,
447

Non-US pension
arrangements, 432

Other considerations, 431

Plan amendment, 419

Postemployment benefits
other than pensions, 415

Postretirement benefits, 419,
434,435

Prepaid pension cost, 419

Prior service cost, 420

Projected benefit obligation,
420

Interest cost on, 424

Retroactive benefits, 420

Segment disposal, 434

Service, 420
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Service cost component of
net periodic pension cost,
420

Service costs, 423

Settlement, 420, 433

SFAS 88

Disclosures, 434

Substantive plan, 420, 434

Termination benefits, 434

Transition obligation, 420,
436

Unfunded accumulated
benefit obligation, 420

Unfunded accumulated
postretirement benefit
obligation, 421, 436

Unrecognized net gain or
loss, 421, 425

Unrecognized prior service
cost, 421

Amortization of, 427
At date of initial SI'AS
87 applicaticiy, - 28

Performing arts

organizations 2-'3

Financial statzment
preseutation, 244

Recopnition of expenses, 243

Recognition of ticket revenue,
243

Recording costumes and
stage scenery as fixed assets,
243

Permanently restricted net

assets, 95

Perpetual trust held by a third

party, 201

Plan amendment, 419
Pledges, 101, 117

Allowance for uncollectibles,
121

Bequests, 124

Conditions vs. restrictions,
118, 140

Disclosure requirements, 561

Discounted to present value,
119

For extended periods, 121

Recognition as income, 124

Recording as an asset, 118
Pooled income fund, 202
Pooling of investments, 159
Pooling-of-interests method,
351

Postretirement benefits other
than pensions (OPEB), 419,
434

Accounting for, 435

Assumptions, 436

Deferred compensation

contracts, 439
Prepaid pension cost, 419
Presenting fund and net asset
information, 58
Principal federal tax forms
fii~d,300

Form 990, 301

Form 990-EZ, 305

Form 990-PF, 306

Form 990-T, 306
Prior service cost, 420

Unrecognized, 421
Private elementary and

secondary schools, 249

Accounting manual, 249

Depreciation accounting, 249
Private foundations, 244, 281

Annual information return,

286

Community foundations, 247

Distribution of income, 283

Excess business holdings, 285

Excise tax on investment

income, 281
Form 990-PF, 306
Prohibited transactions, 285
Investments that
jeopardize exempt
function, 286
Prohibited expenditures,
286
Self-dealing, 285
Tax consequences of gifts of
securities, 282
Timing of recording liability
for grants awarded to others,
244
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foundations, 286
Advantages, 287
Qualifying tests, 287
Professional societies, 236
Appropriation accounting,
237
Reporting of sections or
groups, 236
Reporting on functional basis,
236
Separate charitable
organizations, 238
Program activity affiliate, 173
Program services, 224
Prohibited transactions, 285
Projected benefit obligation,
420
Interest cost on, 424
Public broadcasting systems,
249
Donated services of
volunteers, 250
Fixed assets, 250
Grants received/program
underwriting, 249
Member dues/pledges, 250
Other accounting guidance,
249
Program production costs,
250
Purchase method, 351
Purchases
Of long-term assets, 48
Of subsidiary, 49

Q
Qualifying tests

Private operating
foundations, 286

R

Real estate
Leases involving land and
building
Lessee, 513
Lessor, 514
Leases involving land only
Lessee, 512

Index

Lessor, 513
Leases involving only part of a
building, 516
Lessee, 516
Lessor, 516
Leases involving real estate
and equipment, 516
Sale-leaseback accounting,
S11
Recipients of federal support
Reports by, 300
Reclassifications, 31, 59
Recoverability of an asset, 359
Refunding tax-exempt debt,
505
Registration and reporting,
298
Annual information return,
299
Initial registration, 298
Organizations having assats
within the state, 308
Organizations soliziting
funds, 307
Return inspection, 299
Related parti~s, 175
Disclocaies, 543
Leuses, 488, 505
Religious organizations other
w.an churches, 247
Allocations from other
organizations, 247
Combined financial
statements, 247
Renewal or extension of an
existing lease, 488, 503
Replacement method of
depreciation, 357
Reporting entity, 174
Reporting realized gains and
losses
Investments, 150
Research and scientific
organizations, 248
Recording future grant
awards, 248
Timing of recording contract
revenue, 248
Residual value

S83

Guarantee of, 487, 492
Transfers of, 507
Unguaranteed, 488
Resource use consideration, 7
Restricted endowment fund,
82
Restricted income from
endowments, 64
Restrictions
Pledges, 117
Retirement method of
depreciation, 356
Retroactive benefits, 420
Revenues, 31
Classifications of, 31
Gross amounts of, 32
Uecognition
Interim periods, 68
Performing arts
organizations, 243
Research and scientific
organizations, 248
Revocable split-interest
agreements, 196
Risks and uncertainties, 553

S

Sale-leaseback accounting,
488, 508
Involving real estate, 511
Sales
Of leases to third parties, 506
Oflong-term assets, 48
Of subsidiary, 49
Sales-type lease, 498
Seasonality, 71
Segment disposal, 434
Self-dealing, 285
Separate charitable
organizations, 238
Service, 420
Service cost component of net
periodic pension cost, 420
Service costs, 423
Settlement, 420, 433
Short-term debt, SO
Short-term obligations
expected to be refinanced,
340
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Disclosure requirements, 341
Social and recreation clubs,
290
Exempt status, 290
Issuance of membership
shares, 51
Substantiation requirements,
291
Unrelated business income,
292
Solicitation disclosures, 288
Special events reporting, 215,
218
Specific identification, 346
Split-interest agreements, 195
Charitable gift annuities, 201
Charitable lead trust, 199
Charitable remainder trust,
201
Disclosure requirements, 205
Examples, 199
Financial statement
presentation, 199
Irrevocable, 197
Perpetual trust held by third
party, 201
Pooled (life) income fund,
202
Revocable, 196
State compliance
requirements, 306
Statement of activities, 29, S
Disclosure requirementz 52,
563
Multicolumn, 34, 36
Single column, 34, 35
Two separate statements, 34,
37
Statement of cash flows, 41
Cash and cash equivalents, 43
Classification of, 42
Disclosure requirements, 53,
566
Financing activities, SO
Gross and net cash flows, 48
Investing activities, 47
Noncash investing and
financing activities, 51
Operating activities, 44

Index

Reporting agency
transactions, 46
Reporting extraordinary items
and discontinued
operations, 46
Statement of changes in
individual funds, 64
Statement of Financial
Accounting Concepts
SFAC 6, 30,91, 136,242
Statement of Financial
Accounting Standards
SEAS §,434,439,472
SFAS 13,484
SFAS 34,537,542
SEAS 43,341,439
SEAS 52,526
SEAS 57,505
SFAS 64,462
SEAS 66,499, 513
SEAS 87,414,417,419
SFAS 88,414
Disclosures, 432
SFAS 91, 486
SEAS 98,462.511,513
SEAS 106, 115
SFAS :07, 525
SFAS 109, 337
SFAS 112,439
SFAS 114, 467
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