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Assignment Two
IFRS and US GAAP are two critical sets of accounting standards revered by organizations. Even though GAAP and US GAAP have several similarities, they have significant differences. The formatting of a balance sheet in the US is different compared to other countries. For instance, whereas current assets are listed first under GAAP, a balance sheet created under IFRS starts with non-current assets (Winiarska, 2020). Also, the standards have, unlike tactics to ordering classifications in the balance sheet. Under GAAP, accounts are listed based on how swiftly and effortlessly they can be changed to cash. On the other hand, orders are reversed under the IFRS from the least liquid to the most liquid. In the income statement, the US GAAP prescribes a single-step or multistep format, while under IFRS, no standard format is required. Also, under GAAP, extraordinary items are listed in the column of net income. However, with IFRS, exceptional items are not separated.
The cash flow statement of a business is prepared in a different way under IFRS and US GAAP. Typically, this is demonstrated in the classification of interests and dividends. GAAP recommends that interest paid and interest received ought to be categorized as operating activities. Contrarily, a company can select its policy for categorizing interest based on things it deliberates as appropriate. Besides, similar differences can be distinguished in the classification of dividends. Under IFRS, organizations are provided with categorizing dividends (Sharif, & Azeez, 2021). However, GAAP suggests that dividends rewarded can be accounted for within the financial section and the dividends collected in the operating area.
The Statement of Owner’s Equity is prepared by a sole proprietorship business to show changes in the capital account. The changes usually are a result of contributions, withdrawals, net income, and net loss. Under GAAP rules, the statement is not required to be presented as a separate document. However, under IFRS rules, the statement is required as a separate document. Usually, the Statement of Owner’s Equity is similar under GAAP and IFRS.
The changes will immensely impact the financial reporting of US corporations. For instance, they will ensure more consistent financial reporting within businesses in the US. Since most companies have adapted their financial reporting processes under GAAP standards, migrating to IFRS standards will see them experience significant changes. For example, they will choose flexibility because many IFRS rules prescribe that businesses can select between alternative treatments to account for a specific item.
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