
Inventory Valuation: GAAP sets standards for how companies value their inventory, including 

using cost or market value. 

Depreciation: GAAP provides guidelines for how companies should calculate and report the 

depreciation of assets. 

Investments: GAAP sets standards for how companies should account for investments in other 

companies. 

Leases: GAAP provides guidelines for how companies should account for leases, including 

whether they should be classified as operating or finance leases. 

Stock-based Compensation: GAAP provides guidelines for how companies should account for 

stock options and other forms of stock-based compensation. 

IV. Comparison with International Financial Reporting Standards (IFRS) 

 

Similarities: GAAP and IFRS are based on the accrual basis of accounting and have similar 

guidelines for financial statement preparation, revenue recognition, and inventory valuation. 

Differences: IFRS allows more flexibility in accounting methods, while GAAP is more 

prescriptive. For example, IFRS will enable companies to use fair value accounting, while GAAP 

does not. 

Convergence efforts: Efforts have been made to converge GAAP and IFRS to make it easier for 

companies to report financial information in multiple countries. However, the process is 

ongoing and still needs to be completed. 

 

V. Conclusion 

 

GAAP plays a crucial role in ensuring the integrity and transparency of financial reporting. 

Companies must understand and comply with GAAP standards to provide stakeholders with 

accurate and reliable financial information. 
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