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Revenue Recognition
Generally Accepted Accounting Principles (GAAP) constitutes various accounting principles or procedures that guide the field of accounting. Financial Accounting Standards Board is the body that creates these principles (Rampulla, 2020). All companies are expected to observe GAAP when creating financial information, such as financial statements. The main objectives of GAAP are to enhance the consistency and clarity of financial information. Based on the information in the Jolly Fitness, it is evident that the owner is violating the GAAP principles of revenue recognition in various ways.
The owner of this club is violating the GAAP principles of revenue recognition by ordering the recognition of the revenues that the business has not fully earned from respective clients. It is not in order to recognize the revenue from membership fees, which are due at the beginning of the year, because this company's policy states that members can cancel their membership and also attain a full refund when they do not consume these services in certain months. The same case applies to revenue from coupon books that this club sold to other customers. Recognizing this revenue violates the GAAP principle of revenue recognition because some members can fail to respond to these coupon offers. Similarly, there is a violation of the GAAP principle when the company recognizes the revenue from the machines it sold to its consumers. In this context, there is uncertainty regarding the success of such sales. Since the agreement between the club and the consumer allows for a full refund in cases of damages, the company should not recognize this revenue because such sales might be cancelled on the client’s end. Jolly Fitness should understand that they might record an increase in operating expenses when many consumers demand refunds as well as repair services. Therefore, all these issues depict how the owner is violating the GAAP principle of revenue recognition because his decisions are purely based on projected revenues and assumptions rather than the available guiding principles. 
[bookmark: _GoBack]The GAAP principle describes that revenue should be recognized when it has been earned by the business. The revenue should also be recognized after the completion of the delivery process of the goods or services involved (Penman & Yehuda, 2019). The recognition of revenue also depends on the nature of these products. For instance, some companies give consumers the right to return the purchased item in case it develops any complication. Such rights are limited because they expire after a given duration. Therefore, any company should not recognize revenue before this duration expires since once a good is returned; the revenue can never be recorded.  Also, firms should not record revenue upon the receipt of the cash. When cash has been received, the company should also assess various factors to determine whether the transaction process was fully completed. Therefore, it is wise to record any realized revenue!     
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