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Accounting Changes
Situation I
	The change in this company is an estimated one that will involve reducing the depreciable lives of all its fixed assets within a five-year timeline. The change will alter the depreciation of its existing fixed assets to impact on the company's financial statements. The change will be made going forward. The manner of reporting will entail recording the identified change by restating the reported amounts in the financial statements of the previous year. The change will be examined to determine whether it has positive effects during the financial year that is made or future years.  In this regard, the company will determine whether the reduction of depreciable fixed assets match their costs as well as the revenue generated. Validation of its impacts will prompt the company to account for it. 
	Moreover, the change must affect the estimated areas and accounted for prospectively. As a result, the change should estimate changes in the financial statements in the year of its implementation and future years. The estimates should reflect on restatement made at the beginning of the current financial period. The company will be able to use this prospective approach to estimate normal and recurring adjustments. The footnote disclosure for this company will include effects that the change made on the income of the current year.  The company will be able to determine its profitability and sustainability in the current year and future ones. Also, the extraordinary assets such as earnings per share and net income should be disclosed to determine the amounts associated with the change. Material-related amounts can be used in making decisions regarding the users. 

Situation II
	The change in these companies is a change in reporting entity. In this regard, the company will be required to restate its financial statements. These changes are made when to, or more separate firms merge to become one entity (Bragg, 2019).  In this regard, the entity will switch from one kind of reporting to another.  The two companies will be deviating from their existing accounting practices; therefore, they will need to modify their financial reports. Allen and Gary will be required to restate financial statements of prior years. The two companies will report the nature of the consolidation approach, and it affected their income and the earnings per share in the current year and prior ones. Reporting will entail compiling financial statements of previous years to enable restatement of this information when reporting for the entity for all periods.
	Restating previous financial information will help the entity to assess its financial performance accurately based on the results of previous years. The change will force the two companies to restate the financial statements of years before the transformation into an entity. Information obtained will be used to compare different financial performance variables and adopt corrective measures. The reason and nature for change will need to be disclosed together with the financial statements. Therefore, the companies must include in the report that Gary adopted cost method as a result of political uncertainties in the country where Allen was located. Also, it will explain that Gary will be required to prepare consolidated financial statements for 2006 after confirming that the political climate in Allen's country of location has been restored. The companies will prepare a consolidated financial statement rather separate ones for Allen and Gary.
Situation III
	The change in this company is a change in accounting principle. The change will alter the way and how income is reported.  The company changed its model by adopting a straight-line method for its depreciable plant equipment. The change will be applied on newly-acquired equipment as well as existing ones that have accelerated depreciation rates. The company will be required to restate financial statements for previous years. The financial information is restated to align with the new principle. The only exception to reports is when the company has made every possible effort and calculations cannot produce projected outcomes. Also, financial statements need not be restated if the change is not regarded as a change in the new accounting principle. Remaining depreciation will be recorded gradually over forthcoming financial periods for the rest of the assets’ lifespan.
[bookmark: _GoBack] As a result, there will be no cumulative change in the company's income statement within the period of change or the previous year. The carrying amounts of the depreciable assets will be the same at the start of the first period when the financial statements will be presented. The company will be required to offset the amount of the initial retained earnings and balance at the end of the financial year when the change was effected (Bragg, 2019) The company will be required to disclose the new method it has adopted and the reason for adoption. Besides, the company must provide a clear explanation of why the new change should be made. In this regard, the new method will be used in the acquisition of new equipment as well as accounting for existing ones.  
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