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Abstract: Paper is focused on US GAAP (Generally Accepted Accounting 
Principles) and their changes that significantly influence arrangement of 
The US GAAP rules. International Financial Reporting Standards – IFRS 
convert with US GAAP and it is suitable to focus on development and 
changes in US GAAP rules for IFRS users. Present change in US GAAP 
can have an impact on IFRS changes.  
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INTRODUCTION 

History of US GAAP rules is dated to 1930’s. Though, US GAAP 
and  IFRS convergent process and decision of the Securities and Exchange 
Commission (SEC) from 2008 to accept the IFRS for all registered entities 
showed future development of rules that aims to end-up validity and range 
of use of present US GAAP rules in 2015-2016. Despite of this, since the 
second half of 2009 significant change in the arrangement of US GAAP 
rules was applied. Former US GAAP rules outcome from plenty of 
regulations, interpretations, attitudes and opinions created by various 
organisations. All documents were ordered into four hierarchy levels (from 
A to D) [Note: The regulation SFAS 162, “The Hierarchy of Generally 
Accepted Accounting Principles” defined this order], as the following 
scheme describes: 
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A paper does not aim to deal with every type of documents and 

organisations that issued them, but to draw the attention on codification of 
all these US GAAP sources. Codification is important for everyone 
constituting the accounting report or providing the accounting report audit 
according to US GAAP. What is the reason for US GAAP rules 
codification? 

US GAAP have become user-intensive discipline, it is still harder to 
understand the rules, to find concrete regulations of transaction or case and 
to apply them in preparation of the accounting report. This fact led to 
decision to arrange the US GAAP rules in a new user-friendly system that 
would clearly define the authoritative rules in order to shorten time and 
effort in searching for suitable rules and in creation of the accounting 
methodology conform to accepted and effective US GAAP rules. At once, 
their complexity and unification should increase the probability of correct 
rules application from the view of accounting entities eliminating incorrect 
understanding of some regulations (since they are unified).  
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EXAMPLE OF USER CHANGE 
 While the accounting entity had to search for favourable accounting 
rules in order to record nonmonetary transactions before codification was 
implemented, it also had to cope with rules in APB Opinion No. 29, 
„Accounting for Nonmonetary Transactions“, EITF 01-2, „Interpretations of 
APB Opinion No. 29“, EITF 04-13, „Accounting for Purchases and Sales of 
Inventory With the Same Counterparty“ or EITF 93-11, „Accounting for 
Barter Transactions Involving Barter Credits“. According to newly 
implemented codification, the accounting entity chooses topic ASC 845, 
„Nonmonetary Transactions” and it will find all published and effective 
rules regulating nonmonetary transactions.  

FASB named the newly arranged system as Accounting Standards 
Codification TM (ASC), valid since July 1st, 2009. (Note: since this date the 
accounting entities are obligatory to use US GAAP rules as they are 
ordered in codification. Codification fully replaces so far existing 
regulations, attitudes, and opinions). 

Codification not only changes US GAAP rules, it also brings new 
order impacting the accounting report – notes especially, in which the 
accounting entities cite concrete rules of relevant documents.  
 

STRUCTURE OF CODIFICATION 
US GAAP rules are ordered step within codification: 
 
 
 
 
There are eight areas together (see complete list below) and they are divided 
into 90 topics (see illustrative examples in every area below): 

 
• Presentation 

-  balance sheet 
-  notes to financial statements 
-  segment reporting 

• Assets 
- cash and cash equivalents 
- inventories 
- plots, buildings and equipment 

Area     Topic Subtopic      Section Subsection 
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• Liabilities 
-  deferred revenues 
-  debt 
-  contingencies 

• Equity capital 
-  equity – the only one topic 

• Revenues 
-  revenues – the only one topic 

• Expenses 
- cost of sales 
- research and development 
- income taxes 

• Broad Transactions 
- business combinations 
- interest 
- subsequent events 

• Industry 
- airlines 
- oil and gas industry 
- software 

 
System of codification is prepared for users on-line on web pages 

asc.fasb.org./home. (Note: registration into system is compulsory, by July 
1st, 2009 for free. Since codification is valid, the free access is granted only 
for basic peep into rules. User can obtain full access to system for fee). Part 
of the system are authoritative rules. There also exist documents which are 
not part of codification and they are called non-authoritative rules. They are 
basis for conclusions which are part of every rule and explain the FASB 
attitude in accepting of new and amended rule, or they describe own process 
of acceptance and identify reasons for accepting or declining the rule.  

The rules and requirements issued by Securities and Exchange 
Commission (SEC) have specific position and they are compulsory for 
entities registered by SEC and thus they do not make up the US GAAP rules 
unless they are accepted and approved by Financial Accounting Standards 
Board (FASB). Nevertheless, SEC rules are part of codification clearly 
identified by the sign „S“. 
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IMPACT OF CODIFICATION ON ACCOUNTING REPORT 
Impact on accounting report concerns mainly notes and comments 

on accounting statements in which the accounting entities describe their 
accounting rules. The accounting entities were describing their accounting 
rules in accounting reports for former accounting period according to 
concrete US GAAP source, e.g. in accepting of revenues the entity abided 
with the American Institute of Certified Public Accountants (AICPA SOP 
81-1) rules, „Accounting for Performance of Construction-Type and Certain 
Product-Type Contracts“. System of codification does not require 
identifying of concrete US GAAP rule from the accounting entity. The 
entity should clearly describe its accounting proceedings applied in revenue 
recognition and it cans voluntary show that they result from ASC 605-35 
rules „Revenue Recognition: Construction-Type and Production-Type 
Contracts“.    

The accounting reports, including continuous accounting reports, for 
period ending latest on 30th June, 2009 could involve references on rules 
valid by balance-sheet date, before codification came into force. The 
accounting entities were also allowed to provide references on both former 
and new arrangement of US GAAP.  

Accounting reports for period ending after July 1st, 2009 must fully 
and obligatory result from rules implemented by codification, it means that 
change touches the accounting reports for 2009.  
 

RELATED EVENTS 
 The SFAS 162 regulation defining juridical four-grade rules 
hierarchy (A-D) was amended and issued in connection with US GAAP 
codification. 

The new rules are solved fully in ASC. The process of accepting of 
new rules (so-called: due process) is not changing, it remains the same. 
Issued proposals of rules must be marked as “Exposure Draft 20YY-XX”, 
where YY mean two last figures of the year and XX order number of 
submitted proposal in given year, such as ED 2010-01. Proposals will be 
disposable within specific ASC section called “Other sources“.   
 

IFRS RULES FOR SMALL AND MEDIUM ENTITIES 
 We shall provide short information from the area of IFRS rules in 
conclusion. The International Accounting Standards Board (IASB) issued in 
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the second half of May 2009 so called Near Final Draft (NFD) of standards 
involving the IFRS rules for small and medium sized entities. NFD involved 
the rules just before IASB final approval. This document reflected 
comments received during the preparation period from various organisations 
and entities. The project of creation of IFRS rules for SME was finished in 
July 2009. The rules derive from complete IFRS. They are simplified and 
sum up into single standard divided into 35 sections connected with 
“Illustrative Financial Statements Presentation and Disclosure Checklist” 
and “Basis for Conclusions”.      
 The project of creation of IFRS rules for SME was not involved in 
convergence project continually running for several years between IASB 
and FASB in order to unify IFRS and US GAAP rules. In this case it is an 
autonomous project realised by IASB while convergent project deals with 
complete IFRS. 
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