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Abstract

The objective of this study is about comparative study of accounting method
problems in bankruptcy of Enron Co., Ltd. with SFAS and TAS. The method that was used
in this study incorporated research of books, documents, journals and analyst the accounting
method problems from Enron’s consolidated financials statement to cofnpare SFAS No. 94 .
Consolidaﬁon of All Majority-Owned Subsidiaries ARB No.51 : Consolidated Financial
Statements and EITE 90-15 : Transaction involving SPE (Special Purpose Entity) with TAS No.
44 : Consolidated Financial Statements and Investments Consolidated Financial Statements in
Subsidiaries TAS No.35 : Presentation of Financial Statements, paragraph 11 and TASI No.2 ;
Consolidation - Special Purposed Entities.

The result of this study found the accounting method problem in Bankruptcy Court
of Enron Co., Ltd was due to Enron complied with accepted accounting standard while
simultaneously concealing the substance over form. The problem consists of 3 issues :
1) off-balance-shéet financing  2) financial accounting practices  3) accounting disclosures

Enron’s accounting method problems about off-balance-sheet financing and accounting
disclosures was considered from the standard of SFAS No. 94 and TAS No.44. Enron doesn't
consolidate 3 SPEs into Cpnsoiidated Financial Statements that is ; 1) Chewco Investments,

L.P. (Chewco) 2) LIM Cayman L.P.(LJM1) and 3)LIM2 Co-Investment, L.P. (LIJM2) and



Enron doesn’t disclose about the related SPE’s party transaction between persons and
company because Enron mistake about SPEs to be free from Enron. In reality Enron can
control SPEs. Enron used “form over substance” ARB No.51 is defined the concept that the
parent company right to make Consolidated Financial Statements when they are usually
necessary controlling financial interest in the group directly or indirectly of owned subsidiaries.
Controlling in SFAS No.94 requires entities to consolidated where the parent company owns
greater than 50% of equity. But TAS No.44 is defined controlling in term of capacity to control
from power on determines operating and financial policies of the situations. Accounting
disclosures in TAS No. 44 is that allows disclosures about the related-party transaction between
persons and company too.

As for issues of Enron;s accounting method problems in EITF 90-15. Enron mistake
about 3 SPEs by Enron has a third-party less than 3% in SPE and the third-party dependent
on Enron employees. US GAAP in EITF 90-15 defined the sponsor of an SPE does not have to
consolidate it if a independent third-party of owner investment is generally meaning at least
3 percent of the SPE’s total investment and the independent third-party owner has a controlling
financial interest in the SPE.  TASI No.2 reference TAS No.35 paragraph 11 that creating
Financial Statements emphasize accounting principles to general recognize with TASI No.2 is
defined capacity to control from power on determines operating and financial policies of the
situations about all of any factors which the fact on substance and the objective of sponsor in
SPE want to receive interest from operating

From the result of study, Enron’s accounting method problems to compare the
standard of SFAS and TAS will be the guide line for the auditting and the prevention from

the error accounting from now.



