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Accounting and Financial Reporting for Personal
Financial Stalements

Introduction

1. This statement of position dexls with the preparation and presentation
of parsonal financial statements, that is, financial statements of individuals or
groups of relatad individunls (families), Personal financia] statsments ars
prepared for individuals sither to formally organive and plan their financial
affairs in general or for specific purposes, such as cbtaining of eredit, Income
tax planning, retirement planning, gift and estate planning, or public dinclo-
sure of their financial affuive, Usars of personal financis! statements rely on
them in determining whether to grant credit, in assessing the financial activi-
ties of individuals, in assessing the finunciel affairs of public officials and
candidates for public office, and for similar purposes.

2. Tha 1968 AICPA Industry Audit Guide, Audits of Personal Financial
Stotemants, supported histerical coat as the primary basis of measurement for
permonal financis? statements and recommanded the presentation of eatimated
current values a3 sdditiona! information, The preface to that guids stated that
“generally accepted mccounting principles and auditing standards developsd
for commercial snterprises are applicable in general to persemal financial
statements.” Hownver, the incyeasing use of personal financial statements and
exparience with the use of the guide suggestsd the nead to reasssss thoso
conclusions in light of the purposes for which personal financial statements sre
prepared, the users to whom they are directed, and the ways in which they aze
used. This statement of poxition is the rasult of that raassessment; it super-
sades the scoounting provimons of the 1968 ATCPA Industry Audit Guid
Audits of Personal Financial Statements, in accordance with the transition " )
affective date set forth in pacagraph 88 of this statement of pesition. BE

Basis of Presentation of Personal Financial Stalements

8. The primary focus of personal financial statements is » person’s ansets
and Habilities, and the primary users of persunal financial statements nor-
mally consider estimsted current valye infarmation to be more relevant for
their decisions than historical cost information. Lenders require sstimated
curreat value information to assess collateral, and most personal loan applica-
tions require stimated current value information. Estimated current values
are raquired for estats, gift, and income tax planning, and estimated current
value informetivn sbout asasts is often required in fadersl and staty Slings of
candidatas for public office.

4. The accounting standerds division therefore belioves parsonal finan-
cinl statements should present assets at their estimatad current values and
linbilities at their eatimated current mmounts at the date of the financial
statements. Puragraph 12 of this statement of position defines setimated
current values of asaets. Paragraph 27 defines estimated current amounts of
linbilitisa. This statement of position explaing how the sstimated current
values of asseta and the estimuatad current amounts of lisbilities should be
detsrmined and applied in the preparation and presentation of personsl finan-
cial statements.?

¥ Tha diviskens isaa that veven of p J Anasdal may sometimes request
cartain historical cost nformation. Thia statament of poaition doss not probibit suppleduntal yresen-
tatian of soch [nformaticd,
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Personal Financial Statements

Presantation of Personal Financial Statements

The Reporting Eniity
8. Personal financial statements may be prepared for an individual, a hus-
band and wife, or » family.

The Farm of the Statements

6. Personal financial statements conaist of—

a. A statermant of finaneinl condition. This is the basic personal Gnan-
cial statement, It presenta the satimatad current values of ansets, the
sstimated current smounts of lisbilities, sstimatad incoma taxes on

. the differences batwean the estimatad current values of sssets snd
the astimatad current amounts of lishilitiss and their tax bases, and
nat worth st & specified date, The term net worth shouid be used in
the staternent to deslgoate the difference betwaen total assets and
total linbilities, after deducting estimated income taxes on the differ-
encas betwasn ths estimated rurrent valuas of asssts and the esti-
mated current amounts of Habilities and their tax basen.

b. A statement of changes in net worth Thiv statement presents the
‘major seurces of increnses and decreases in net worth, It shonld
prosent the major sourcsd of increnses it net worth: incoma, incresses
in the satimated current valuss of sassts, decroses in the eatimated
current amounts of lisbilitiss, and decreasss in estimatad income
taxes on the differences betwsen the estimated current values of
angets and the estimated current arounts of labilitiss and their tax
bases, It should present the major sorces of decreases in net worth:
expenses, decrsased in the estimated current values of assets, in-
creases in the estimated current amounts of linbilities, and incrensea
in estimated income taxes on the differences batween the estimated
current values of assets snd the estimatsd current smounts of
liabilities and their tax basss. One statement combining income sand
other changes is desirable bacause of the mix of business and per-
sonal iterns in personal financial statements. The presentation of
statement of changes in net worth is optional.

e. (Comparative financial statemants, The presentation of comparative
firancial stetamnents of ths current period and cns or more prior
pericds may scmetimes be desirable. Such & presentation in more
informative than the presentstion of financisl statementa for only
one period. The presentation of comparative financisl statements i
optional

Tllustzative financial statements are presentsd in appendix A to this statemant
of position.

The Methods of Pressniation

%, Assetaand lisbilities and changes in theta should be recognized on the
accrual beais, not on the cash basis,

8 The most usefol and readily understood presantation of asseta and
linbilities in personel fAinanciel statementsia by order of liquidity and maturity,
without, clugsification as currant and noneurrent, sinca the concapt of working
capital applied to buiness eriterprises is inappropriste for parsonsl finenciat
statements.
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9. If personal financie] statements are prepared for one of & group of jeint
ownaers of asseta, the stat ts ahould include only the person’s interest as a
benaficial owner, as determined under the property laws of the state having
jurisdiction, If property is held in joint tenancy, as community property, or
through a similar joint ownership arrangement, tha legel status of tha separate
equitics of the partiss may not bs evidsnt. In that case, the person may require
legal advice to determine whether an interest in the property should be
ineluded among the porson's aseets and, if so, the proper aflocation of the
quity in the property under the applicable state laws.

10, Buasiness intsrests that constitute a large part of a person’s tatal
assets should be shown separately from other investments. The estimatad
current value of an investment in a separate entity, such as a closely held
corporation, & partnership, or & sols proprietorship, should be shown in one
simount as an invastmant if the entity is marketabls as a going concern. Asasts
and linbilitiea of the separate entity should not be combined with similar

personal itams.

11 ‘The estimated current values of mssots and the estimated curvent
amounts of iabilitiea of limited busineas activities not conducted in a saparxte
businesa antity, such as an investmant in real eatats and a related mortgege,
should be presented as ssparats amounts, particularly if & Iange portion of the
liabilitiaa may be satisfied with funds from sourcss unrelated to the investment.

Guidelines for Determining the Estimated Current
Values of Assets and the Estimaled Current Amounts
of Lichilities

General

87

12. Personal financial mtema:;ts should present assety at their asti-

mated current values and linbilities at their estimated carrent amounts. The
sstimntad current valne of an asset in personal financial statements is the
amount at which the item could be exchangsd batwesn a buyer and ssller, each
of whom is well informed and willing, sxd neither of whom is compelied tobuy
orxell. Coata of dispeasl, such as commissions, if material, should be conaidered
is datermining estimated current values” The division recognires that the
estimated curvent valuss of soms ussets may be difficult to determaing and the
coat of obtaining estimatad current values of some assets directly may excosd
the benefta of doing so; therefore, the division recommends that judgment be
sxercised in datermining estimated current valuss.

13, Recent transactions involving similar asssts and liabilities in similar
drcamutances ordinarily provide a satisfactory basin for determining the esti-
mated current valus of an asset and the sstimated cwrent amount of a
linhility. If recent sales information fa unavailable, other mathods that msy be
used include the eapitaliration of past or prospective enrnings, the use of
liquidation values, the adjustment of historical cost besed on changes in a

- specific price index, the use of appraisals, or the use of the discountad amousta

of projected cash receipts and payments.

14. In determining the estimated current values of some amats (for
example, works of art, jawelry, raatricted sacurities, invastmants in closely
held businesses, and rsal satate), the parson msy need to consult & spacinlist.

2 pyrmgruph 27 defines the sstimated current amount of & Hahility.
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58 Personal Financial Statements

16, The methods used to determins the satimated current valuss of sssets
ang the estimatad current amounts of liabilities should be followed consis-
tently from period to period unleas ths facts and circumstancea dictate a
change to differsnt methods.

Receivables
18, Personal financial statements should present receivables at the dis-

countad amounts of cash the person sstimates will be collected, using appro-
priata interent rates at tha dats of the financial statements.

Markesable Securitiss

17. Markstable sacuritiss include both dsbt and squity sacuritiss for
which market quotations are aveilable. The estimated current values of such
securitisx are their quotsd market prices. The estimated current values of
sacurities traded on securities exchanges are the closing prices of the sscuritiss
on the date of the financial statements {valuation date) if the securities were
traded on that date. If the securitits were not traded on that dute but published
hid and auked pricas arw svailahle, the setimuted corrent values of the sacari-
ties should be within the range of thoss prices.

18, Forsecuritiss traded in the over-the-counter market, quotations of bid
and auked prices are availabls from severa! sources, including the financial
prass, various quotation publications and financial reporting services, and
individual broker-daalers, For those sscurities, the mean of the bid prices, of
tha bid and asked prices, oc of the prices of a repesssntative selsction of broker-
dealers quoting the securitiss may be used as the sstimated current valoas,

19. An investor may hold & large block of the equity securities of a
comprny. A large block of stock might not be salabls at the prics at which a
small oumber of shares were recently sald or quoted. Further, a large minority
interest may be difficult to sal! daapits isolated sales of & small pumber of
shares, However, 8 controlling interest may be propartionately mors valuable
than minority interests that ware sold. Consideration of those faciors may
require adjustmenta to tha price at which the security recantly sold. Moreover,
restrictiona on the transfer of & security may also auggest the need to adjust
the recent market price in determining the estimated currect value.

Options

20, Ifpublished prices of options ars unavailable, their estimated current
valuas ahould ba dstermined cn the basin of the values of the assets subject to
npt@o;m considering such factors an the sxercise prices and length of the nption
periods.
invasiment in Life Insurance

91, The eatimated current value of an investment in lifs insurance is the
caah valcs of the policy less the amount of any Joans against it. The face
amount of lifs insurancs the individuals swn should be disclosed.
invesimenis in Closely Held Businesses

24. The division recognizes that the sstimated current values of invest-
menta in ciosely held businessss usually are difficuit to detsrmina. The prob-

3 For fariber &) o valiing murketable securitise, son tha AICPA Audit and Asmnting
Guide Audits of Jnwstount Compunios, parsgrapha 557 tarough 1.3, “Basic Motbod of Valaing
Bacuirithme.”
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lems relats to investments in closaly held businesses in any form, including
sole proprietorships, general and limited partnerahips, and corperations. As
praviously stated, cnly the nst investment in & business sntarprise (not ity
uxgots sod lisbilities) should be presented in the statement of financial condi-
tion, The et investment should be presented at its estimated current valus at
the date of the Sinancial statemont. Since there is usually no established veady
market for such an investment, judgmant should ba sxercived in determining
the estimated current value of the investment.

33, There is no ons generslly acceptad procedure for determining the
srtimated current valus of an investment in a clesely held business. Several
procedures or combinations of procedures may be used to detsrmine the
estimated current value of a closely held busineas, including s muitiple of
earnings, liquidation value, reprodoction value, appraisals, discounted
smounts of projacted cash receipts and payments, or adjustments of bock value
or cost of the person's share of the squity of the business.! The owner of an
interest in & clossly held bosiness may heve entared into e buy-sail agresment
that spacifiss the smount (or tha besis of determining the smount) to be
receivad in the event of withdrawal, retirement, or ssle. If such an agresement
oxists, it should be considered, but it doss not necessarily determing eatimated
current valus, Whataver procedure is used, the objective should be to approxi-
mate the amount at which ths investment could be exchanged batween a buysr
and a seller, each of whom is well informed and willing, and neither of whom
in compelled to buy or sell.

Rea! Estate flncluding Leassholds]

4. Investments in real astats (including leaseholds) should be presentad
in personai finsncisl steiements at their estimated current values. Informa
tion that may be used in determining their astimated current values includes~ ]

a. Sales of similar property in similar circumstances.

b The discounted amounts of projected cash receipts and payments
relating to the proparty or the net realizabls value of the property,
based on plannsd courses of action, including leassholds whose
current rental valoa excesds the rent in the lease.

¢, Appraisals based on estiraates of selling prices and selling costs
chtainad from indspendent resl estate agents or brokers familiar
with similar propertiss In similer locations,

d. Appralsals used to cbtain financing.

e Assessed value for property taxss, including conniderstion of the
basis for such assassmonts and their relationship to market valzas
in the ares.

intangible Assets

28, Intengible essats should be prosentad st the discounted amounts of
projected cash receipts and payments arising from the plannad use or sals of
the assets if both the amouats and timing can be ressonably estimated. For
example, a record of receipts under a royalty agreement may provide sufficient
information to determine its estimated current value. The cost of & purchased
intangibta should be usad if no other information is available,

* Tha book yalus ot cost of & pareon's abatw of the aquity of a basiness sdjusted for wppraisals of
spacific ammets, boch o8 real sebale or squl ] ifies used &2 the aeti d carreat vatue.
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60 Personal Financial Statements Statement of Position 82-1 61
Fuiure inierests ond Similor Assels Degutive tax bases of tax shelters, if any, The provision should ba computed as
38, Nonforfaitabla rights to receive fature sums that bave all the follow- ‘ . ifthe satimated current valuss of all asseta had been reslized and the estimated
ing characteristics should be presented as assets at their discounted emounta: “’F“:p;‘;;:f;,:'.“’ all h::'l;:':. ':::i been "'!:jn?t;dn:i‘é‘ﬂ;‘mm“t date,
: uring incoms regulation, recapture pro-
® The rights as for fized or detarminable amounts. visions and available carryovers. The estimatad incorae taxes should be ;:-
® The righta are 50t contingent on the holdar's life expectancy or the sented between Labilities and oat worth in the siatement of financlal condition,
ocourrenca of a particular ovent, such as disability or death, Tha methods and assumptions used to compute the estimated income taxes
@ The rights do not requirs futurs performance of service by the holder. should be fully disclosed. Appendix B to this statement of position illustratas
how to campute the proviaion.

Nonforfeitable rights that may have those characteristics include—

¢  Guerantesd minimum portions of pensions.

o penledintereata in pansion or proft sharing plaas. Financial Statement Disclosures

®  Beneficial intearests in trusis. 31, Personal financial staterents should include sufficient disclogurss to

®  Remainder interests in property mbject to life estates. make the statements adequately informative. The disclosures may be made in

®  Annuities. the bodyofm ﬁ;ﬁﬁ n:ltama:ntl.: c:rin I.hl; notes, The ft}llt;wiu -numn;ﬂion

: . in intended -inclusive but simply indicative of the pators and ¢
* h::'mm"_d 'h:mmy for a definita futurs period. of information that ordinarily should be disclosed: e
) . A clear indleation of the individusla red by the financial

47. Persopal finsncial statementa should pressnt payahles and other ’ mn.t:r o ™ covered by . wtate-
lisbilitiea at ths discounted amounts of cash to be paid, The discount rate .
should be the mte implicit in the transaction in which tha debt was incurred. ' b. That assets axe presented at thair estimated curreat values and
If, however, the debtor is able to discharge the dsbt currently at & lower linbilities are presented at their estimated current smounta
amount, the debt shonid be presentad at the lower amount, ¢ The mathods used in d ining the estimated ¢ valuss of
Noncancellable Commitmants major ausets snd 1:1100f mm&: amounta of major Habilities

. or major catagories of assets iabilities, since severs] methodr
33. Noncancellable commitments to pay future sums that have all the aro available, and changes in methods from one period to the next '

d.  Ifzssets ho)d jointly by the person and by others are included in the

following characteristics should be presentsd ma linbilities 2t their discounted
arnounts:
statements, the nature of the joint ownership

®  The commitments are for fixed or determinabla amounts,

¢ Thecommitmenta are not contingent on others’ tife expectancies or the e.  1fthe porson's investment portfolio is materia! in relation to his or
oecunmnfapuﬁmﬂuev?nt, swchas d:uhﬂ.\t.yordn.th. her other asests and in concentrated in one or s few cotapanien or
#®  The commitmants do not require firture performiancs of service by vthers. industriea, the numes of the companiss or industries and the esti-
Noncanceliuble commitments that may bave thoss charsctaristics include fixed mated current valuea of the securities
amounta of alimony for & definite future pericd and charitable pladges. £ Htheperson has » material investment in a closely held businass, at
income Taxes Payable least the following:
. Thelinll::l:;yinr' e Pl!lhhml MM“‘}:‘_ i iocome L] Eb:mmofthemmpmynndthepomnspomnhg-nfomr-
taxes for compl tax. years an estimated amount income taxas .
accrued for the elapeed portion of the current tax yesr to the date of the . Th'“'t"_"“fm’h‘mm_ .
finencial statements. That estimate should be based on, the relatinnship of ® Summarized financial information about assets, lisbilities, and
taxable fncome exrned to date to total estimated taxable income for the year, resulta of operations for the most racent year baved on the
net of tazes withheld or paid with sitissated income tax returns. finnnciat statements of the business, including information
. ser ebout the baxis of presantation (for example, generully acosptad
Elhmcbdhmmc?ﬂxuonlﬁobﬂumldymh aceountivg principles, income tax basis, or cash basis) and any
Estimated Current Values of Assets ond the Estimated Current significant oss contingencies
Amounts ‘”"&‘i . " M::ﬁ:rl: b tod & tazn the & Descriptions of intangible ansats and their estimated useful lives
0. A provision she ot vl o ' h.  The face amount of life insurance tha individunls own

Nonforfeitahle rights that do not have the characteristics discussed

current aroounts of liabilitiss and their tax bases, including consideration of
in pazagraph 26, for example, pensione based on life expectancy

differences batwesn the estimated current values of assets and the estimnted . .

'leﬁuﬁnd‘mﬁmdhnﬁunﬁdﬁnﬂnﬁhmﬂuuﬂmlmﬂmm R . .
APR Qpizion No. 21, [nkrest on Recrivables and Payables, parsgraph 13. J.  The following tax information:
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L] 'Ihmnthndludmmpﬁoun-dhmpuhﬂuuﬁ:uud
incoms taxes cn the batween the

timing and the method of or liquidation
mdmmhw;lqdmmmm;thﬁmd&wd,
or quuh

L] Unuladomﬁubnmdnpitdbuw
L] Othrunnnddnducﬁmmdmdih,withﬂidrupinﬁm
periods, if spplicahls

L] mdiﬂumhm.nth-ﬁmnhdmntvﬂuunfm .

lllotunndthouﬁmhdmﬂmmhotmojquhbﬂ!ﬁuor
uhmm'uofnuh and Habilitiss and their tax besss

A.  Maturities, internat rates, collatarsl, and other pertinent details
relating to recaivables and debt

L  Noncancellabls commitments that do not hava the characteristies
i inplﬂmphla,formmph.omhm

mph,FAB:dsghm ﬁ:.s, ing Candmnaa,ﬁnh::
amsendments terpretations, provide idance on accounting for con
gencien, mdPASBShhth.GT.MdMDm
nid-nneunrohtod-mdi-duu:u. )
Transition and Effective Dete

a8, mmﬂwmaﬁmmmmhlhmd

this staiement of position should spply to parsonal #nancisl staterents dated
June §0, 1883, or after, Comparative statemanty of prior perods shonld be
mudhmmpbﬂththamﬁdmofthillﬁmapoﬁﬁm.
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APPENDIX A
ustrative Financial Statements
James and Jane Person
Statements of Financial Condition *
December 81, 19X3 and 15X2
December 31,
18X oxm
Assatz
Cazh $§ 270 % 15600
Boaua receivable 20,000 10,000
Investments .
Marketable securities (Note 2) 180,500 140,760
Btock options (Note 3) 28,000 24,000
Kanbruce Axsociates (Nota 4) 48,000 42,000
Davskar Cempany, Inc, (Note 5) 550,000 475,000
Vested intérest in deferred profit 111,400 $8,900
sharing plan
Remainder intereat in testamentary
trust (Note 8) 171,900 128,800
Cash valus of life insurance ($43,600
und $42,900), less loans payahle to
insurance companias ($38,100 and
$37,700) (Note 7) 5,500 6,200
Residance (Notas 8) : 190,000 180,000
Parsonal affacts (excluding jewelry) .
(Nets 9) 65,000 50,000
Jowelry (Nots 5) 40,000 36,500
- 34000 $1206,700
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64 - Personal Finandal Statersants
Decermber 31,
I8X3 0 19X8
Liubilitisa ;
Income taxas - current year balance $ 880 § 400
Demand 10.5% note payable to bank 25,000 26,000
Morigage payabls (Note 10} 98,200 99,000
Contingent Hnbilitles (Nota 11}
Estimated { on the diff 182,000 125,400 -
batwsen the sstimated current valnes
of asasts and the estimated current
amounts of Eabilitiea and their tax
bases (Nots 12) 238,000 160,000
Net worth 1,013,000 521,300
‘llm& 21&700

The acoompanying notes ars an intagral part of thess financial statements,

Statement of Position A2-1 1]

James and Jane Person
Statements of Changes in Net Worth
For the Years Ended December 31, 16X3 and 18X2

Year ended December 31,
I8X3 12
Realized incroases in net worth —e— —_—
Salury and bonus $ 95,000 $ 85,000
Dividends and jnterest income 2,300 1800
Distribution from limited partnership 5,000 4,000
Gains on sales of marketable socurition 1,000 500
103,306 81,300
Raalized decreasss in not worth )
Intome tuxes 26,000 22,000
Interast expanse 13,000 14,000
Real catate taxos 4,000 3,000
Personsl expendituras 36,700 32,600
78,700 71,600
Net realized increase in net worth 23,800 19,800
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66 Personal Financial Statements Statement of Position 82-1 67
Year ended Decernber 31, James and Jane Person
o . 19X3 19X2 ‘ . Notas to Financisl Statements
Unrealized increases in net worth Note 1. The accompanying finencial statsments intlude the assets and Habili-
Marketabls sacuritisa {nat of realized P K) L
guina on sscurities sold) 3.000 500 - ew of Jamas and Jane Person. Assets ave statad at their satimated current
Stock options 4:090 500 valuea, and linbilitise at their satimatsd current amounts.
Davekar Company, Inc. 75,000 25,000 Note 2. The astimated current values of marketable securities are sither (g)
Kanbruce Aasociates 8,000 : thair quoted cloaing prices or (b) for securities not traded on the financisl
Deferred profit sharing plan 12,500 9,500 statement date, sinounts that fall within the rangs of quoted bid and asked
Ramainder interast in taxtamentary prices.
trust 43,100 25,000 ' : -
Jewelry 3,500 Marketablo securities conaist of the following:
' : 147,108 60,500 o Decamber 31, 19X3  __Dacensber 31, 19X
Numberof Batimoted Numberof Estimated
Unrealized decreass in nat worth ' sharssor  curmenl  sharesor  curremt
Eatimated incoms taxss on the differences Donds  _valurs _bonds . volues
betwaean the satimated carrent . Stacks
valuas of assets and the sstimated .
current amounta of liahilitiay Juiven Jewels, Inc, 1,500 $98,813
and their tax basea 79,000 22,000 McRax Motors, Ltd. 800 11,000 600 $ 4,750
Nt alized incrasse i rth Parker Sisters, Int. 400 18,875 200 5,200
ot unra ase in net wo 68,100 38,500 Rosenfield Rug Co. . 1200 268,000
Net increrse in net worth 91,700 58,300 wRubml;. ;ﬂnt::o Céll::ilplny 800 9,750 100 2,875
» pa,
get worth at:e bo:!:fni.ng of year 921,300 863,000 Tnc. 200 20,387 300 25,075
ot worth at the end of year $1015000 $ 921300 Bonds 163,776 123,900
{ Y ' o
; ' The accompanying notea kre an inte art of these financial stataments.
S~ & el Jackson Van Lines, ’
Ltd. (12% dus 7/1/X9) ] 5,226 -] 5,108
United Garvey, Ine.
(7% due 1115/X6) 2 1,500 2 1,700
8,725 £,800
$180,500 $140,700
Note 8. Jane Parson owns options to soguire 4,000 shares of stock of Winner
Corp. at an option price of $5 par share. The option sxpires on June 30, 19XE,
The estiroated current valoa is its publizhed selling price.
Note 4, The investment in Kanbrucs Associates is an 8% interest in a real
eatata limited partnership, The astimated current valus is determinad by the
projected anriual cash receipts and payments capitalized at a 12% rats.
Note 5. Jumes Parscn owns 50% of tha common stock of Davekar Company,
1n,, a retail mail order business. Tho eatitnated current value of the investment
is determined by the provisions of a thersholdsrs’ agreement, which restricts
the sale of the stock and, under cortain conditions, requires the company to
repurchasa the stock based on & price squal to ihe bock value of the net nsseta
. : plus an agreed smount for goodwill. At Dacetber 31, 15X3, the agreed smount
' . for goodwill was $112,500, and wt Decamber 31, 182, it was $100,000.
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68 Pertonal Finandisl Statements
balan: pany, pared i rori The estimated current valuea of assets sxcesded their tux hasas by $850,000
w#hw;::zni .mmﬁmgu i .m“d I mnf ity ut December 31, 19X3, and by $ 770,300 et December 31, 19X2. The excesa of
' . O - astimated current values of major assets over their tax bases are--
! December 31,
185 I6KZ December 31,

Current asesta . $3,147,000 $ 2,875,000 19X3 19X2
Plant, property, and eguipment - net 185,000 146,000 Investzaent in Davekar Company, $ 450,500 $ 355,500
Othar nsseta 120,000 110,600 Vewted intereat in deforred mﬂz uharlna plaz 111,400

98,900
Total assets 3,482,000 230,000 Inveatment in marketabls securitive 104,100 100,000
e 3230, Ramainder interest in testamentary trust 87,000 53,900

Current linhilities 2,167,000 2,030,000
Long-term liabilities 400,000 450,000
Total Liabilities 2,557,000 _ 2,480,000
Equity $ 875000 $ 780,000

The saleas and net income for 19X3 wore $20,500,000 and $125,000 and for
19X2 wers $9,700,000 and $80,000,
Note 8, Jans Perscn i the beneficisry of & remainder intarest in a testamen-
tary trast under the will of the late Joseph Jones. The amount incloded in the
accompanying statements is her ramainder interest o the estimatad current
value of the trust asssts, discounted at 10%.
Note 7. At Decornber 81, 16X3 and 10X2, Jamea Persor owned a $300,000
whols life insurance policy.
Noh&m"ﬂmhdﬂmntvmofhhamidmuuxumhupmplu .
the cost of improvemsnts. The d in December 19X1, and N
improvements wore made in 19X2 and 19X3 ; !
Nots 9. The estiznated current valuss of parsonal affects ..nd:ewa].rym the
lpp:mud valuea of those sssats, determinad by an independant appruaiser for
insurance purposed,
Naote 10. The mortgage (collateralized by the residance) is payable in monthly
installments of $815 a month, ineltuding interest st 10% & year through 20¥3.
Note 1, Jumes Parson has guaranteed the payment of loans of Davekar
Company, hm,mhltmommofmﬁtmhmbdmwuwm.m
at December 81, 19X3, and $400,000 at December 81, 18X2
Note 12. The estimsted current amounts of linbilities st Doumbor 31, 18X3,
xnd December 31, 19X2, equaled their tax bases, Estimated ineome taxos have
boonpmidndonﬂ:umoﬂhu-bmnhdmvﬂmduwhwtbm
tax buses s if the sstimated current valuse of the assets had bean reslixed on
the statesnsnt date, using applicabls tax Inws and regulations, The provision
will prohably differ from the amounts of incoms taxey that eventually might be
paid hecauss thoss amounts are determined by the timing and the method of
disposal or realization and the tax laws and regulations in effect at the time of
divposal or realization,
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APPENDIX B |

ing the Excess of the Exfmcied Curant Vales .~ @ @
of Assels Their Tax Bases ond the Esimated 1
ltmnTumon!hEmus

mdunhmuthamudiudlutnﬂnﬂnmdﬂ-hmmu of
Jmudlm!mnﬂvpmdnA)mdﬂlmmhowtomwhthm
of the estimated corrent uwotu-hmrthdrhzhlumdhmvmm

: for estimated income taxes on the excess.!

The excess or deficit of the estimated current valuss of major ssssts or
MdmthmMMhMM’mmﬁmfw
sxtimated inoome tuxes should be prasented in the statement of financial -
eondition between linhilitiss and net worth,

The assumptions and the tax basis information used in computing the axoess .
of tha astimated carrent values of asssts cver thair tax basos and the setimatad
mhmonﬂ:oemdopoudontbofuu.mmu,mhnnd .
rogulations, and assumptions that pplytothm&udua!wbdlvﬁnﬂlhr
whom the fasncial staternents are prepared. The fects, circinnstances, tax laws
and regulationy, ndmmphwusdhfhnfoﬂnmmﬂ!mﬂnody

opyterma capital gain ratea based on
ong-term capital guin ratos,

o

o

No tax effoct.
$ 10,000 Muxicoum tax rate.

4,000 Bhort-term capital raiv mate.
9,100 Weighted aversge of short-teym and
95,600 Weighted average of shart-term and

65,700 Marimom tax rate.

faxes

" S7,500 Weighted averagw of short-term snd

e s sensv
¢ R R
afft 3 380
IR TR

Murketable securition

l!l.lnn- cu-r-: of Kabilition and Gielr tax b, . g
of yoajor Liah{itins wr catagories of Habid-

* Diffrwaces b
umummmn—um
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¢ (. Appendix F
Schedule of Changes Made to Personal
o -
Financial Statements
As of May 2083
Aaginning May 2001, all schedules of changes reflset anly current year activity
for impraved clarity. |
Paragraph 1.04 Ravised to reflect the issuance of 88AE No. 10; Pootaots
* delated.
Paragraph 1.08 Revised to refiect the issuance of SAS No, 98.
{footnote 2)
Paragraph 1.06 Revised to reflact the issuance of SSARS No. 9 and SAS
(footnote 8} No. 84.
Paragraph 1.13 Revised to reflect the issuance of SAS No. §6.
Paragrsph 1.23 Revised to reflect the issuance of SAS No. 58.
Parsgraph 124 Ravised to reflect the issunncs of SSAES No. 9. N
Paragraph 1.25 gm;;m::nmmmassmm.smm N
0. 86.
Paragraph 2.01 Revised to reflect the issuance of B3SARS No. 9.
Paragraph 2.09 Added to reflsct the issuance of Accounting and Review
(footnote 3) Services Interpratation Ne. 22 of SBARS No. 1; Subse-
qment foutnote renumbersd.
Paragraphs 2.11, Revised to roflsct the issuancs of SSARS No. 9.
9.01, and 3.08
(snd footnote 1)
Chapter 4 (ttls} Footnote * added.
Paragraph 4.03 Revised to raflect the issuance of BAS No, 84.
Parsgraph 5.02 Revised to refloct the issuance of SSARS No. 9,
Appendix C Exhibits 1 and 2 redesignated as sxhibits C-1 ind C-2,

wely, and revised to reflect the issusnoce of SAS
Noa. 88 sud 99; Footnote * redssignated as footnote 2;
Subsequent footnote renumbered.
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AICPA RESOURCE: Accounting & Auditing Literature

The AICPA has crested a unique online rasearch tool by combining the power
end speed of the Web with comprehensive accounting and auditing standards.
AIGPA RESOURCE Includes AICPA's and FASB's braries;

* AICPA Professional Standards

* AIGPA Technical Practice Alds

* AIGPA's Accounting Trends & Techniques
* AICPA Audit and Accounting Guides

* AICPA Audit Risk Alerts

* FASB Original Pronouncements

* FASH Cument Text

* EfTF Abstracts

* FASB Implementation Guides

* FASB's Comprehensive Topical index

Search for pertinent infarrﬁation from both databases by keyword and getthe
resufts ranked by relsvancy. Print out Important AICPA RESOURCE segments

. and integrate the literature into your engagements and financial statsments.

( Avaliabie from anywhere you have Intemet acoess, this comprehensive refer-

ences [ibrary is packed withthe A & A guidance you need—and use—the most,
Bath Iibraries are updated with the latest standards and conforming changes.

AICPA+FASE rafersnce libraries, one-year individusl online subscription

Ne. ORRXX
AICPA Membar.$800.00
Nonmember $2,650.00

AICPA reference iibrary, one-year individual ohline subscription

No. ORS-XX
AICFA Mamber $355.00
Nonmember $1,195.00

For more Information or to order, log onto
ww.cm:blz.com/llcPAmum, or call 1-888-777-7077.

For additional coples of the Persons! Flnancis! Statements Guide or to
automatically recsivs an annual update — Immediately upon Hs releass
— call 1-888-777-7077.

Additiona! Personal Financlal Statements Publications

General Audit Risk Alert (ARA)

Find out about curent economic, regulstory and professional developments before you
perform your audit angagement, This ARA will make your audi planning process more
efficlent by glving yau concisa, relavant information that shaws your how cumrent devel
opments may Impact your cllents and your augts,

2002/03 (022333) AICPA Member $22; Nonmamber $27.50

Audit snd Accounting Guides — 2003 Industry Quides

With conforming changes as of May 1, 2003,

Each — AICPA Member $45; Nonmember $56.25

* Audits of Agricultural Prodiicers and Agricufturat Cooperatives (012683}

* Audits of Ariines (012693)

+ Brokers and Dealers in Securities (012703)

* Audits of Casinos (012743} :

* Comman intenest Really Associations {012573)

» Construction Comtractors (012583)

+ Depository and Lending Institutions: Banks and Sevings institutions, Credit Unfons,
Finance Companies, and Mortgage Companies (012733}

* Audits of Empiopsa Bensfit Plans (01.2593)

¢ Audits of Entittes With Ol snd Gas Producing Acthvities (012653)

= Fedarsl Government Contragtors [012803)

* Health Care Organizations (012613)

* Audita of investment Cornpanies {012623)

¢+ Life & Health Insurance Entitiss {012633)

« NotforProfit Organizations {012643)

* Audits of Property 8nd Lisblilty insurance Cos. {012673)

= Audis of State and Local Goverrarental Units (Non-GASE 24 Editon) (012563)

* Audits of State and Local Govemments (GASE 34 Edition) (012663)

* Audits of States, Local Govemmants, and Not-for-Profit Organizations Receiving .
Fadaral Awsrds {012743)

Awummmuauuu—mma_uuu

Ench — AICPA Member $45; Nonmember $56.25

= Analytical Procedures (2001} [012541)

* Audit Sampiing (2001) (012530}

* Audlting Derivative Instruments, Hedging Activitles, and Investments

in Sacurtties (2002) (012520} .

v Auditing Ravenue In Certain Industrips (2001) (012510) X

* Considamation of intemal Control in » Financis! Statement Audit (1995) (012451)

* Personal Financlal Statements {2003} (012753

* Prospectiva Financis! inforration (2003) (012723)

* Senvice Organizations: Applying SAS No. 70, as Amended {2002} (012772)

¢ Use of Resl Estate Appralsal information (1897) (013159)

To order call the AICPA st 1-888-7TT-7077, or fax to 1-800-362-5068

opazblzy,

or log on to www. cOm
Pﬂeudonmlmlud-wnmwmimlwu.ahnnuyulmwmﬁmmmuu.






