
Taking something complex and making it 
as simple as possible is an important 
aspect of innovation. To quote one of the 
great innovators of our time, Steve Jobs, 
“Simple can be harder than complex. 
You have to work hard to get your 
thinking clean to make it simple. But it’s 
worth it in the end because once you get 
there, you can move mountains.” 

In the United States, generally accepted 
accounting principles, commonly 
referred to as GAAP, have become 
incredibly complex over the last few 
decades. The Financial Accounting 
Standards Board (FASB) is the source of 
authoritative GAAP, other than 
pronouncements issued by the Securi-
ties and Exchange Commission (SEC). 
On July 1, 2009, the FASB launched the 
Accounting Standards Codification 
(ASC). The goal of the ASC was to 
simplify all authoritative GAAP by chang-
ing it from a standards-based model 
(with thousands of individual standards) 
to a topical based model (with roughly 
90 topics). 

In 2014, the FASB launched the Simplifi-
cation Initiative, which is still ongoing 
today.  The goal of the Simplification 
Initiative is to improve and/or maintain 
the usefulness of the information 
reported to investors, shareholders, 
business owners and other concerned 
parties, while reducing the cost and 
complexity of financial reporting. The 
FASB has taken on and successfully 
completed several projects thus far. 
Here are just a few examples:
  
Discontinued Operations: The FASB 
issued its updated guidance on discon-
tinued operations in April 2014 to more 
faithfully represent when an organization 
discontinues its operations. The 
standard simplifies the criteria for report-
ing a discontinued operation, resulting in 
more useful information for investors 
while eliminating an unnecessary cost 
and complexity for preparers.

Development Stage Entities: The 
FASB issued the guidance in June 2014 

replacement cost or net realizable value, 
less an approximate normal profit margin 
when measuring inventory.

With these recent changes instituted by the 
FASB, the accounting profession is becom-
ing innovative.  While many may argue this 
point, the recent wave of accounting simplifi-
cation is certainly a first step in the right 
direction.

Gordon S. MacLean, CPA
Gordon is a Partner and the Director of Audit 
Services at RJI.  He has 29 years of experi-
ence, including 20 years at a Big 4 firm.  He 
specializes in audits of publicly traded and 
privately held businesses in the manufactur-
ing, technology, medical device, real estate, 
distribution and professional services indus-
tries.  Gordon can be reached at (949) 
852-1600 or at gmaclean@rjicpas.com.

Sam Lahham, CPA, MBA, CFE
Sam is an Audit Senior Manager at RJI.  He 
has over nine years of experience in both 
public and private accounting.  Sam’s expe-
rience covers several industries, including 
hospitality, manufacturing, professional 
services, real estate, healthcare, not-for-
profit and technology. Sam also specializes 
in SEC filings, forensic accounting and 
litigation support.  Sam can be reached at 
(949) 852-1600 or at slahham@rjicpas.com.

RJI 
Established in 1980, RJI specializes in audit, 
accounting, corporate and international tax 
issues for publicly traded and privately held 
companies.  RJI is PCAOB registered and 
the Southern California member firm of DFK 
International, a top 10 international associa-
tion of independent accounting firms and 
business  advisers.

Simplify to Innovate

RJI CPAs paid for this space and 
is soley responsible for its content.

GORDON S. MACLEAN,
CPA

SAM LAHHAM,
CPA, MBA, CFE

that fosters more consistent consolidation 
analyses and decisions among development 
stage organizations. The standard also 
provides more opportunities for cost savings 
for preparers, and improves the relevance of 
information provided to users of financial state-
ments.  It also eliminated the requirements to 
report “inception to date” information.

Extraordinary Items: This FASB has 
eliminated the concept of extraordinary items 
from GAAP. Previously, organizations were 
required to separately classify, present and 
disclose extraordinary events and transactions. 
Eliminating the extraordinary classification 
simplifies income statement presentation by 
altogether removing the concept of extraordi-
nary items from consideration. 

Presentation of Debt Issuance Costs: The 
guidance on imputation of interest previously 
required an organization to present debt 
issuance costs as a deferred charge on the 
balance sheet. The FASB has simplified GAAP 
by aligning the presentation of debt issuance 
costs with the corresponding debt discount or 
premium. Consequently, the revised guidance 
requires that debt issuance costs related to a 
debt liability be presented in the balance sheet 
as a direct deduction from the carrying amount 
of that debt liability.
 
Measurement of Inventory: In July, 2015, the 
FASB addressed concerns about the complex-
ity of the current guidance on measuring inven-
tory by requiring organizations to estimate only 
net realizable value. Beginning next year, 
inventory will be measured at the lower of cost 
and net realizable value. As a result, organiza-
tions will no longer be required to consider 


