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Accounting Case Study Analysis
This paper is based on the analysis of two systems of standardization: International Financial Reporting Standards and Generally Accepted Accounting Principles in relation to a case study conducted on a business on a fictitious corporation called Klugen has have been reported in Securities and Exchange Commission (2008). The study seeks to merge the divergent opinions and provide solutions to constantly emanating problems associated to entities that carry out international activities of their company. Those problems have been answered in this paper conclusively in the form of questions that were outlined below.
Question 1
The key financial ratios that will be affected by the adoption of FAS 141R and FAS 160 include, among others, subsidiary assets and liabilities. Before the unveiling of the new financial reforms, the studied company (Klugen Corporation) had their assets and liabilities revalued with regard to the percentage acquisition of the original or Mother Company (that is up to the time when the case study was conducted). This corporation has three overseas subsidiary companies in Europe that uses International Financial Reporting Standards to evaluate their financial reports before converting them to the mother company that uses General Accepted Accounting Principles. This implied that outlining and calculating assets and liabilities will henceforth be done through revaluing the assets and liabilities to fair market value at given acquisition dates (James, 2010). The effect of this change will be that at any time of economic recession, the company will lose good amounts in revenue when the liabilities are accounted for through the market value. The value of the assets which are the company’s biggest earners will return in devalued sums in comparison to what they would achieve in the normal market evaluation.
Question 2
The forthcoming changes may affect the company’s acquisition strategies significantly within a short term of inception before stabilization is achieved. This will be due to the changes that will come with the corporation’s data system, training of the staff on the new reforms and installation of new financial equipment. It is, however, relevant to note that the study was primarily conducted from originality that there have been problems in integrating GAAP and IFRS systems. Therefore, as the new reforms bring in different changes in acquisition policies, the corporation’s head of finance Irma believes that the changes will make it easier, or rather simplify the accounting and consolidations operations much easier compared to how it has always been reported. The new changes will help in the reduction of financial reporting costs. Later on, when the changes shall have been incorporated into the corporation’s system, then it will go back to being the global competitive financial giant.
Question 3
The Financial Accounting Standards Board’s (FASB) primary reason for issuing FAS 141 and FAS 160 is that it needed all the business entities both within and those with international subsidiaries to be on the same page with the growing changes accustomed by the varied use of IFRS and GAAP (James, 2010).  The intention was also seconded by the reason to try and solve the problems that were associated with varied uses of IFRS and GAAP. The head of finance at Klugen Corporation admits that there had been problems of complexity caused by handling the financial reports from one system to another (James, 2010). Such a problem was wholesome in nature when the case studied corporation was converting its subsidiary financial statements from the countries of base in Europe back to the systems as offered by the American based GAAP system’s Financial Accounting Standards, (2007). This was realized as pertinent difficulties among the uses of two different systems to analyze a single entity’s reports.
Question 4
The qualifying Special Purpose Entities (SPEs) are the reports accounting for transfers of financial assets. The study illustrates that there are business organizations that inadvertently failed to outline the provision of these SPEs and therefore, with the new system that is to be adopted (IFRS) most entities will have to provide assessments on them. Klugen Corporation reports not to have had it at the time of inception in 2009.
These Special Purpose Entities are accounted for financial assets transfer that are to be qualified by an organization as captured by the new policy to be adopted (IFRS) (James, 2010). The effect of FAS 166 eliminating the concept of qualifying SPEs on the convergence of accounting standards are that it will require given member entities to absorb losses, and benefit from gains as well as defining a company’s power in terms of if the beneficiary has the most significant impact on the entity’s performance
Question 5
If the company adopts IFRS, the management will be aware of changes that are received in terms of long-run financial reporting. The essence, in this case, is that documentations and costs will be far lesser in comparison to the way it used to be done before the company receives the new system of financial operation. The analysis of goodwill impairment tests will be much clearer and universal for all publicly traded entities.
Question 6
The principle differences between IFRS and GAAD are captured in their definition of control (Financial Accounting Standards Board, 2009). Whereas U.S GAAP defines control based on interpretation of who owns the majority of voting interests, IFRS pins its definition of the same on the basis of power to govern financial and operating policies. The latter system posits that the chief goal of the organization is determined by the activities which in turn generate benefits for controlling that particular business entity.
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