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WHY

NEEDED



HISTORY OF THE EVOLUTION OF GAAP:
 The scrutiny of the Great Depression in the USA

disclosed that different accounting policies were
being pursued by different companies.

 The Securities and Exchange Commission (SEC) and the
Committee on Accounting Procedures (CAP) pointed out
the effects of these anomalies.

 Then USA set up in 1973 the Financial Accounting
Statement Broad (FASB).

 FASB develop some generally accepted rules and
procedures.

 Those known as GAAP (Generally Accepted Accounting
Principles)



THAT’S

WHY

NEEDED



MEANING OF ACCOUNTING PRINCIPLES 

AND CONCEPTS

Accounting information is used by various stakeholders.

Since all the stakeholders should understand the accounting

language in the same sense. Therefore, some Rules &

Regulations and concepts of accounting generally

accepted all over the word while preparation of financial

statements.



Define





The principles are

doctrines associated

with theory and

procedures and current

practices of

accounting. These

principles may be

classified as concepts

and conventions



Concepts take the form of  assumptions or conditions, which guide the 

accountants while preparing accounting statements.









































Objectivity concept in accounting is referred to as the 

principle which states that financial statements should be 

objective in nature.

In other words, the financial information should be 

unbiased and free from any kind of internal and external 

influence.













The matching principle requires that revenues

and any related expenses be recognized

together in the same reporting period.

According to which a business needs to record

its expenses in the same period of time as the
revenues that they are related with.



Depreciation of any fixed assets i.e Building

depreciation should be deducted year to year basis

in which earning from building incurred.





The realization principle is the concept that revenue can only be 

recognized once the underlying goods or services associated with 

the revenue have been delivered or rendered, respectively. Thus, 

revenue can only be recognized after it has been earned.

i.e Only contract for sale is not considered as sale done.



The customer pays when the item ships, but you can 

only record the transaction as revenue when the 

customer receives the shoes and the process is 

complete. Then, you can recognize the revenue and record 
the amount in your client's ledger.















EXPLORE UR NERVES….

DISCUSS WHY GAAP PRINCIPLES ARE IMPORTANT IN FINANCIAL

ACCOUNTING. GIVE EXAMPLES OF VARIOUS TRANSACTIONS FOUND IN MOST

OF ORGANIZATIONS AND WHICH GAAP PRINCIPLES WOULD APPLY???

(specify your arguments with transactions)

QUESTION OF THE DAY






