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Journal: U.S. GAAP or IFRS?
Being the CFO of a $10 Billion a year International company, I would recommend the company to use and follow the accounting rules offered by the International Financial Reporting Standards (IFRS). This is due to its flexibility outlined in its principles. The principles are relatable, especially to a company that operates internationally.
The rules of the two systems are narrowly comparably in the essence that they (Generally Accepted Accounting Principles and International Financial Reporting Standards) both allow a similar approach to the inventory treatment. They both allow for the First-in, first-out method (FIFO) and the weighted average-cost method.
The major differences between the two systems is found in IFRS providing for more logically sound transactional principles in business, as well as representing the vast economies of business transactions that covers requirements of international countries such as those found in the European Union, Asia and Latin America. It is generally having a wider scope of representing financial needs than what is offered by the United States-based GAAP. GAAP is rule-based. It does not allow lengthy disclosure as it contains little prescriptions of what should and should not be done. Such prescriptions are like not allowing inventory reversals that is witnessed in the mandates of IFRS.
The rationale for choosing a rule depends vehemently on the type of range of business the company operates in. This is in terms of whether the company runs internationally or locally within a given country. It is, for this reason, that in recommending rules for my $10 Billion company, I prefer IFRS over GAAP. The company runs on an international scale and especially with the headquarters in Ireland.
