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Accounting in Companies
Accounting is important in every business to monitor the transactions within a certain period, such as annually, semiannually or monthly. Accounting helps companies to assess their financial position and it is essential in a company because it assists in reporting the utilization of company resources and revenue generated easily. Shareholders need the accounting records to determine the ability of the company to pay back their invested funds and the number of dividends expected. Other organizations also use company accounts to assess the ability of the company to pay back loans. This study mainly discusses the consolidated and equity method of accounting, cost and equity reporting methods, transactions made in affiliated companies, and goodwill reporting in Amazon Company.
GAAP Governing Principles
The principles of consolidation of financial statements include subsidiaries and associated companies and joint ventures (Larkin & DiTommaso, 2018). In subsidiaries, the parent company holds more than 50% voting rights. The parent company has the ability to control the monetary and non-monetary activities of the organization. Accounting for the acquired and associated companies is done through the purchase method of accounting. Fair market value is used to measure the assets and liabilities of the firm bought on the date of acquisition. The costs resulting from issued debt are excluded from the timely reporting of transaction costs. Consolidation is the type that Amazon Company uses in the preparation of financial and operational statements. In associated companies and joint ventures, the company has voting rights ranging between 20% and 50% in the venture (Larkin & DiTommaso, 2018). The company has an influence but no control over the financial and operational activities of the venture. The equity method is used to include the associated and joint ventures in the financial statements. Profits gained in the financial period are accounted as separate items before the final operating result.
Investments Made in Companies
The cash amounts are credited by the same amount while the purchase amounts debit the investment account. The Amazon Company is one of the most successful companies in the world. According to Majed, Nuraddin & Hama (2018), customer focus is the primary strategy that Amazon Company applies. Amazon is famous for its provision of products and services to consumers worldwide. The company was originally an online marketing organization for books. Through technological innovation, Amazon expanded and started selling apparel, furniture, electronics, jewelry, food and software. The company provides various web services such as entertainment, education and shopping. Amazon Company also provides delivery services such as cargo airlines to transport goods all over the world. The Amazon Company has TV stations such as Fire TV, CANAL+ and NOW TV. Amazon company developed an app suitable for people to make order purchases such as groceries and electronics from their mobile phones and be delivered to them within the shortest time possible (Majed, Nuraddin, & Hama, 2018). 
[bookmark: _GoBack]Amazon Company applies both the cost-benefit and equity method of accounting in its investment. A cost basis method is used to calculate the total gains or losses in a company, which is achieved by calculating the difference between the purchases and selling price. The cost-benefit method is used to account for the affiliated companies such as the United States Postal Services, which is associated with delivering Amazon products to different customers in the world. The equity method is applied when a company has investments that range between 20% and 50% in another company. Amazon mainly uses the equity in accounting because its investments sum up to 49% of the total company stake(Majed, Nuraddin & Hama, 2018). In the equity accounting type, the dividends received are treated as return on investment but not income. The equity method of accounting is used when an organization’s investment results in a stake of 20% to 50% in another company (Wild, 2019). 
Goodwill
Coca-Cola Company is an example of a company that has existed for many years operating in the market. The progress and growth of the Coca-Cola Company is a secret formula that was identified and used to produce the company products. Coca-Cola Company has a lot of goodwill as the company products are generally considered by customers positively. FASB gave out an Accounting Standard update that simplified the goodwill impairment (Ferramosca, & Allegrini, 2021). FASB issued this alternative to be used in accounting by amortizing goodwill in companies and easy goodwill impairment steps. This policy suggested that if the carrying value reported is greater than the fair value, a company must record the charges of goodwill impairment. There are always some values of goodwill impairment even if the reporting units carrying value is greater than the fair value. The amortized value is supposed be done through a straight-line method. The goodwill to be amortized is more or less than ten years. An impairment loss in the calculation of goodwill reduces goodwill, which is not a reversible process. 
The current goodwill will require the company first to compare the carrying value and the fair market value reported. In case the fair market value is less than the carrying amount, the company will be required to calculate the charge of any goodwill impairment. This charge is obtained from the comparison between the expressed fair value of goodwill and the carrying amount. The process of the current goodwill is thus more costly and complex compared to the old goodwill because a company has to calculate and compare the carrying amount and fair value in two steps (Ferramosca, & Allegrini, 2021).
Companies need to make various decisions about the reporting and accounting methods they would use in their operations (Wild, 2019). These decisions are essential for a company to consider when starting its operations. GAAP principles are crucial and every company needs to consider them in decision making when making a move in the market. Some of the methods may be costly, especially for small companies to apply. Companies can use mergers or acquisitions to make their operations easy and minimize the cost that would have otherwise been incurred in establishing a new company. The use of mergers is vital for companies that are planning to enter the international markets. Like Amazon, businesses need to focus their operation on customers to gain a competitive edge in the market. Companies should assess goodwill impairment according to the new guidelines from the FASB. Goodwill is important since it helps a company retain existing customers.
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