
THE ACCOUNTING SYSTEMS OF THE UNITED

Generally accepted accounting principles, or GAAP, are the most commonly used set of accounting rules in the United
States. GAAP is an accrual-based system.

An item is considered significant when it would affect the decision of a reasonable individual. All other
accounting literature not included in the Codification is nonauthoritative. GAAP is an accrual-based system,
which means that transactions are recorded as they occur: Revenue is recorded when it is earned, and expenses
are recorded as they are incurred. It issued 31 opinions and was dissolved in for lack of productivity and
failure to act promptly. Going Concern : Continuation of an entity as a going concern is presumed.
Conservatism principle: when choosing between two solutions, the one which has the less favorable outcome
is the solution which should be chosen see convention of conservatism Cost Constraint: The benefits of
reporting financial information should justify and be greater than the costs imposed on supplying it.
Statements of Financial Accounting Concepts â€” first issued in  Assumptions[ edit ] Business Entity: The
business is separate from its owners and other businesses. While the Codification does not change GAAP, it
introduces a new structureâ€”one that is organized in an easily accessible, user-friendly online research
system. Compare Investment Accounts. The preferred method of accounting for a transaction depends on the
accounting system and set of rules that are in place. Property is only held for use or held for sale. Matching
principle : Expenses have to be matched with revenues as long as it is reasonable to do so. While any
small-business owner can obtain a copy of the IRC in its entirety, it is often better for small-business owners
to turn to a professional when dealing with this area of accounting, as tax planning and tax decisions can have
drastic effects on the profitability of a business and the livelihood of an individual. The Codification
reorganizes the thousands of U. Information disclosed should be enough to make a judgment while keeping
costs reasonable. Inventory under IFRS is carried at the lower of cost or net realizable value , which is the
estimated selling price minus costs of completion and other costs necessary to make a sale. Interpretations â€”
modify or extend existing standards. Usually solves some very specific accounting issue that will not have a
significant, lasting effect. Consequently, the national accounts are one of the building blocks of
macroeconomic statistics forming a basis for economic analysis and policy formulation. There have been
around 50 interpretations published to date.


