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00 O O Generally Accepted Accounting Principles If a company's management could record and report financial
data as it saw fit, comparisons among companies would be difficult, if not impossible. Thus, financial accountants
follow generally accepted accounting principles 0 GAAPO in preparing reports. These reports allow investors and
other users to compare one company to another.Accounting principles and concepts develop from research,
accepted accounting practices, and pronouncements of regulators. Within the United States, the Financial
Accounting Standards Board [0 FASBL has the primary responsibility for developing accounting principles. The
FASB publishes Statements of Financial Accounting Standards well as Interpretations of these Standards. In
addition, the Securities and Exchange Commission (I SEC[ , an agency of the U.S. government, has authority
over the accounting and financial disclosures for companies whose shares of ownership [1 stock[] are traded and
sold to the public. The SEC normally accepts the accounting principles set forth by the FASB. However, the SEC
may issue Staff Accounting Bulletins on accounting matters that may not have been addressed by the FASB.Many
countries outside the United States use generally accepted accounting principles adopted by the International
Accounting Standards Board O IASBLI . The IASB is-sues International Financial Reporting Standards O IFRSs

[J .Significant differences currently exist between FASB and IASB accounting principles. However, the FASB and
IASB are working together to reduce and eliminate these differences into a single set of accounting principles. Such
a set of worldwide accounting principles would help facilitate investment and business in an increasingly global
economy.In this chapter and text, we emphasize accounting principles and concepts. It is by this emphasis on the
“ why” aswellasthe how” thatyou will gain an understanding of accounting.
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