Push-Down Accounting


Firms that have been acquired by the purchase method may continue to issue their own financial statements to satisfy the needs of creditors and remaining minority and preferred stockholders.  These firms have can have two different sets of financial statements.  The first one is the set of original cost statements that represented the firm at the time of the acquisition.  The second is the set of financial statements based on the price paid by the acquiring firm, including any values assigned to the company’s assets and liabilities and any goodwill associated with the acquisition.  The second set of statements thereby contains the values perceived by the acquiring firm and these values are ‘pushed down’ from the acquiring firm’s financial statements.  

The resulting asset values are usually greater than those reported in the original set of statements.  In this case, push-down accounting leads to increased reported assets and equity.  Future reported income will be lower due to increased depreciation and amortization.  There will be no impact on cash flows.


The SEC requires push-down accounting if the acquired firm registers new stock or debt securities.


Push-down accounting offers updated values, but at the expense of a discontinuity in the stream of financial statements.

