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This article discusses the organization of accounting and reporting systems in
business entities based on international financial reporting standards.
Attention is focused on the fact that the introduction of international financial
reporting standards will provide users with internal and external information,
information about the financial condition of the enterprise, improve the
management system of economic entities, increase the competitiveness of
the enterprise, improve comparability of indicators, expand opportunities for
analyzing its activities, facilitate access to international capital markets.
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INTRODUCTION

A number of reforms are being carried out in
our country to improve the accounting system and
organize financial reporting in accordance with
international standards. It should be noted that this is
reflected in the Resolution of the President of the
Republic of Uzbekistan Sh.M.Mirziyoevi35 "On
additional measures for the transition to international
standards of financial reporting" dated February 24,
2020, No. PP-4611. The resolution states that .... “Joint-
stock companies, commercial banks, insurance
companies and legal entities included in the category of
large taxpayers from January 1, 2021 will organize
accounting on the basis of IFRS and from the end of
2021 will prepare financial statements on the basis of
IFRS. .... "[1]

Reports prepared on the basis of international
financial reporting standards are one of the important
elements in corporate governance, especially in entities
with foreign capital.

Thus, it becomes obvious that the state has
taken a clear course to transfer the corporate
governance systems of large enterprises and companies
to management in accordance with international
standards. These measures are also due to the fact that
reporting in accordance with IFRS is extremely
important for companies that already cooperate with
foreign counterparties or are about to establish such
interaction. After all, it is on the basis of the presented
financial statements that an opinion will be formed
about the reliability and stability of the company's work,
and the prospects for its development. The
transformation of reporting prepared in accordance with
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national standards into reporting in accordance with
IFRS is also necessary in cases where enterprises plan
to raise additional funds and investments through the
placement of securities on the stock exchange, in order
to implement long-term plans to enter an IPO, prepare
financial information in a language understandable to
foreigners partners, contractors, etc.

REVIEW OF THE LITERATURE ON THE SUBJECT

International Financial Reporting Standards are
becoming more widely used and recognized around the
world. In fact, some countries are using International
Financial Reporting Standards (IFRSs) as unchanged as
their standards, while others are making some changes
based on the nature of the country. This process has
been studied by many economists and there are
different approaches.

However, the main advantage of IFRS lies in the
fact that they play the role of an international language
in the business environment, to which, as a unified
format of communication, the business world strives.[7]

However, today this IFRS system is much
broader and includes not only standards for the private
sector, but also standards for the public sector, as well
as standards for small and medium-sized organizations.
[8]

In Paris, at the 9th Accounting Research
Symposium, organized by the French standards setter
Autorité des Normes Comptables (ANC), Hans
Hougervorst, head of the International Accounting
Standards Board, spoke, arguing that: useful
information about financial results and risks. The main
task of accounting standards is to reflect economic
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reality as accurately as possible, thereby helping
companies and their investors to resolve emerging
issues. [3]

Orhan Akisik analysis"...portfolio investments
results mainly from asymmetric information that can be
mitigated by providing reliable and relevant information
based on IFRS and a strong rule of law...”[5]

Shehu Usman think”...Published accounting
information in financial statements is required to
provide various users - shareholders, employees,
suppliers, creditors, financial analysts, stockbrokers and
government agencies — with timely and reliable
information useful for making prudent, effective and
efficient decisions..."[6]

ANALYSIS AND RESULTS

In accordance with IFRS 1, International
Financial Reporting Standards for the First Time, the
characteristics of accounting data are: materiality,
reliability, —accuracy, comparability, impartiality,
continuity, content superiority over form, comparability
of data, and so on. The role of business entities,
organizations in the accounting system in general in the
international system of financial reporting is invaluable.

The implementation of International Financial
Reporting Standards (IFRSs) will improve the
management system of business entities through the

Combined accounting

method

Parallel accounting

use of single accounting methods, provide users of
internal and external information with information about
the financial condition of the enterprise and increase the
company's competitiveness.

The study of the experience of European
countries in the implementation of IFRS and a
systematic approach to the problems in this process are
important issues in the transition to the process of
accounting and financial reporting in accordance with
IFRS in business entities operating in our country. In
this regard, we have identified the following areas as
the main tasks for businesses in the transition to
international financial reporting standards:

- Formation of a system of accounting and
financial reporting standards that provides users of
financial reporting information, primarily transparent
information to investors;

- Ensuring that the accounting system in
business entities is linked to the main trends of the
international accounting system;

- Development of methodological procedures
using the effective aspects of international accounting
models.

There are several stages in the process of
preparing reports based on International Financial
Reporting Standards, and we have divided them into the
following groups. (Figure 1)
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Figure 1. Methods of preparation of reports on the basis of international financial reporting standards !

Parallel accounting is parallel (simultaneous)
accounting both in accordance with local legislation and
in accordance with IFRS. Parallel accounting is carried
out by conversion. There are two types of conversion:
full and staged.

Full conversion means working with accounting
software to account for all business transactions.
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Staged conversion is used in companies that
keep records manually. Computerization in this case is
applied separately for each area of work: when
accounting for non-current assets, stocks, calculations,
determining financial results and other areas of
accounting.
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Transformation of reporting under IFRS is the
actual transformation of existing financial statements
reporting under IFRS. Transformation of accounting
(financial) statements is the process of reporting in
accordance with IFRS by regrouping accounting
information and adjusting reporting items prepared in
accordance with the rules of the national accounting
system. In the process of preparing IFRS financial
statements, the company reflects information in
accordance with the requirements of national
accounting standards (NAS), and only as necessary,
various transformational adjustments to financial
statements are made to ensure that the transformed
data comply with IFRS standards.

There are three types of transformation: full,
full taking into account hyperinflation, full with
conversion of indicators into foreign currency.

With a complete transformation, adjustment
entries are made to eliminate the identified differences
between IFRS and NAS. To adjust individual accounts,
information on accounting accounts, as well as primary
documents, is analyzed. Figures are presented in local
currency, without adjustments to the financial
statements for hyperinflationary conditions.

Thus, there are various methods of preparing
financial statements in accordance with IFRS. At the
same time, serious attention should be paid to the
following. Most likely, the existing personnel reserve of
the accounting service and the information technology
department in the company will not be able to cope with
the increased workload on their own (keeping current
accounting in accordance with NAS and developing,
setting up, implementing accounting and reporting in
accordance with international standards). Therefore,
many companies now need to start attracting additional
IFRS specialists and / or external consultants (through
outsourcing programs) to prepare accounting policies,
transactional accounting methods, transformation and
consolidation, as well as setting up information systems,
assessing opening balances, parallel preparation of
financial statements in in accordance with several
reporting systems (NAS, IFRS), quality control of
policies, methods and reporting, audit.

The main purpose of the International Financial
Reporting Standard is to find ways to create and
implement universal financial reporting standards that
are acceptable to all, improving them, taking into
account the best aspects of the financial statements of
all countries in the world. Today, there are different
approaches to the application of IFRS. However, in any
case, when international standards are introduced,
businesses are less likely to manipulate profits and hide
the results of economic activity. An analysis of the
status of the introduction of IFRS in the accounting
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practices of companies around the world shows the
intensification of such trends and the positive effect of
the use of international standards. Thus, IFRS is
permitted or required in 109 countries around the world,
including 81 for listed companies and 28 for unlisted
companies.

To understand the nature of IFRS, it is
appropriate to consider accounting models. There are
currently the following models of accounting, which
represent the relationship between accounting and the
tax system. Accounting models. British-American
model, Continental model, South American model. [4]
This means that each model has its own characteristics.
It is also possible to include the Islamic model in the
structure of accounting models. According to the
comments in the picture, the reports prepared by the
entity are especially important for government
agencies, investors, property owners.

Interestingly, some countries transitioning to
IFRS (e.g., Kenya) argue that such a decision would
allow them to save money in developing standards and
focus on their implementation. The Committee on
International Financial Reporting Standards has
published a different view on the distribution of
countries in the world, on its official website that four
categories of countries are currently determined by the
level of implementation of IFRS:

- Full implementation of IFRS for all companies,
whether listed or not. 36 countries meet this category;

- Mandatory compliance with IFRS only for
listed companies. This group includes China, Estonia,
Hong Kong and Latvia;

- Countries whose legislation allows the use of
IFRS or other internationally recognized reporting
principles (e.g., the U.S. GAAP) instead of national rules.
Examples of such countries are Denmark, Germany,
Hungary and the Netherlands;

- Countries where national financial reporting
standards are closer to IFRS, such as Egypt, Malaysia,
Singapore, and South Africa, and national standards are
closer to IFRS.

However, the most important experience for the
effective implementation of IFRS in the Republic of
Uzbekistan is experience transition economies and CIS
member states. This is due to the historical aspects of
the economic activities of the countries and the similar
conditions for doing business.

Small and medium enterprises. One of the tasks
to be addressed during the transition to IFRS is small
and medium enterprises in the context of transition to
IFRS. Small and medium-sized enterprises do not have
adequate resources and should use IFRS in the
preparation of financial statements. Thus, the
introduction of IFRSs may not be appropriate for such




enterprises. In Croatia, for example, since 1992, all
companies, including small businesses, have been
required to prepare financial statements in accordance
with the IFRS. However, most companies prefer the
requirements of tax law and do not comply with this
requirement.

Based on the analysis of the experience of the
first introduction and application of IFRS by countries in
the period of economic development, the main
shortcomings of the process of application of
international standards in accounting and financial
reporting were identified:

1. Lack of sufficient number of highly qualified
specialists to report in accordance with IFRS, as well as
availability of funds for training such specialists. In
countries that have adopted IFRSs, there is a great need
for qualified accountants and auditors to prepare
financial statements in accordance with IFRSs for
accounting and financial reporting. Countries with
economies in transition (Georgia, Armenia, Romania)
face the problem of lack of qualified specialists in the
implementation of IFRS, which has significantly
complicated this process.

2. IFRS provides for the assessment of certain
events and transactions reflected in the financial
statements, trained accountants in planned economics
and detailed regulation do not have experience in
assessing accounting events. For large companies, one
way to overcome this problem may be to engage audit
firms to prepare financial statements in accordance with
IFRSs. However, in this case, the question of the
independence of the auditors may arise. It is clear that
efforts should be made to train (retrain) accountants
who are able to prepare financial statements in
accordance with IFRS and who have certain skills.

3. Another problem with the introduction of
IFRS may be the lack of general rules for the application
of international standards. IFRSs are developed on a
principled basis and do not contain detailed instructions
for their use. In this case, attention should be paid to
the creation of a central national body that will take
responsibility for managing the implementation of the
IFRS and its subsequent implementation. To ensure that
there are no differences in the interpretation of the IFRS
by different countries, the central national body should
be in constant contact with the IASB Council to interpret
the IFRS.

CONCLUSIONS AND SUGGESTIONS.

In conclusion, the transition to international
financial reporting standards will allow attracting foreign
investment through the analysis of the financial
condition of business entities, the comparative study
and objective assessment of their financial results in the

past, the search for external financial sources. The
advantages of using IFRS in the preparation of financial
statements in the Republic of Uzbekistan relate to both
microeconomic and macroeconomic levels of the
economy.

The application of IFRS could also be beneficial
for Uzbek companies that do not yet want to enter
Western financial markets. The result is to provide
managers with information that enhances management
efficiency, strengthens the corporate behavior system,
and consequently increases management credibility.
The application of IFRS will be the most favorable
effect, especially in the management of a corporate
company and in companies that are forced to be
satisfied with the information obtained from the
financial statements.

The transition to International Financial
Reporting Standards can have both positive and
negative consequences for Uzbek companies. Among
the positive aspects are the increase in transparency,
improved comparability of indicators and, as a result,
increased opportunities to analyze their activities and
ease of access to international capital markets.
However, the report itself does not guarantee the flow
of investment. In addition, the transition to IFRS will
require additional labor and financial costs from
companies, and it may also be difficult to assess the
positive economic impact of innovation at an early
stage. Another important aspect is the transformation
process. It should be noted that the reporting
transformation procedure should be developed by each
company separately, taking into account its own
specifics. At the same time, there are several main
stages that, most likely, will need to be passed.

Stage 1. Creation of information and technical
base for accounting according to IFRS. As part of this
stage, a corporate accounting policy should be
developed in accordance with IFRS, a personnel reserve
should be formed by conducting trainings for existing
employees or recruiting the necessary specialists, and
an information base should be prepared by inventorying
assets and liabilities, analyzing business transactions for
accounting in accordance with IFRS .

Stage 2. Development of the actual accounting
system in accordance with IFRS. At this stage, a
corporate chart of accounts for IFRS purposes, including
analytical accounts, should be developed. Procedures
for internal control over the correctness of reporting in
accordance with IFRS should be developed, as well as
work has begun on setting up and testing the existing
information system for various areas of accounting -
transactional, transformational and consolidation
blocks.
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Stage 3. Implementation of a trial
implementation of accounting and reporting in
accordance with international standards. The purpose
of this stage is to identify errors and discrepancies in
the operation of the system, make adjustments to the
accounting policy, chart of accounts, accounting
methods.
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