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As the “language of business,” accounting uses financial information to help
users in making better decisions. This financial information is best presented and
understood using financial statements. When accountants prepare and present
financial statements, they have to be governed by a set of accounting principles,
prescribed processes, underlying assumptions and standards known as the

generally accepted accounting principles or GAAP.

The GAAP, though termed “principles,” are not fixed or unchanging. They
continue to evolve and develop as the financial information needs of the different
users also continue to change.

The Philippine Financial Reporting Standards Council (PFRSC) is the official
accounting standard setting body in the Philippines. It sets standards, called the
Philippine Financial Reporting Standards (PFRS), which constitute the Philippine
GAAP. The PFRS are adopted from the International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB).

The development of Philippine GAAP is based on accounting concepts (which
will be further discussed in the succeeding activities), and the Framework for the
Preparation and Presentation of Financial Statements.

Short Discussions:
1. In your understanding, why should the PFRS be adopted from the IFRS?
2. Why should accountants follow these accounting concepts and principles,
especially when preparing financial statements of a business? Share your
opinion.




