
Another important aspect of revenue recognition is the matching principle. This principle states 

that revenue should be matched with the corresponding expenses incurred to earn that 

revenue. This ensures that the financial statements accurately reflect the company's financial 

performance for a specific period. For example, suppose a company sells a product on credit 

and incurs costs associated with producing and delivering the product. In that case, the revenue 

should only be recognized once the product is given and the charges have been incurred. 

 

In conclusion, revenue recognition is an essential principle of GAAP that ensures that financial 

statements accurately reflect a company's economic performance. By following the revenue 

recognition principle, companies can provide investors and other stakeholders with a clear and 

consistent picture of their financial performance. 

 

Financial Statement Presentation 

 

Financial statement presentation is another essential principle of Generally Accepted 

Accounting Principles (GAAP). It governs how financial information should be presented in a 

company's financial statements. A financial statement presentation aims to provide investors 

and other stakeholders with a clear and consistent picture of a company's economic 

performance. 

 

One of the critical aspects of financial statement presentation is the organization of the 

financial statements. Financial statements should be organized in a logical and easy-to-

understand manner. The balance sheet, income statement, and cash flow statement should be 

presented clearly and consistently, with all relevant information included. 

 

Another important aspect of financial statement presentation is the use of disclosures. 

Disclosures are additional information in the financial statements to help stakeholders 

understand the company's economic performance. For example, a company may provide 

disclosures on its accounting policies, significant accounting estimates, and off-balance sheet 

arrangements. These disclosures give stakeholders a complete understanding of a company's 

financial performance. 

 

Preview from Notesale.co.uk

Page 2 of 10


