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[bookmark: _Toc419303684][bookmark: _Toc27069555]eXECUTIVE sUMMARY
[bookmark: _GoBack]The overall purpose of this report is to critically analyse the accounting treatment of leases which conflict with the principles treasured with the IASB conceptual framework. As well as this, I will also be discussing the amendments which have been made to the standard which is included in IFRS 16, in the recognition of the criticisms and how it will impact on companies’ financial statements. The IFRS took over and combined the original UK GAAP and Conceptual framework. It provides organisations with more opportunities with investors and stakeholders as it provides clear financial statements which follow the same format as most of the other organisations, despite which country they are in as they all follow the same reporting standards.
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[bookmark: _Toc27069556]Introduction
1.1 [bookmark: _Toc27069557]Report Remit
The overall aim of this report is to critically analyse the current accounting treatment of leases and how it conflicts with the International Accounting Standards Board (IASB) conceptual framework. Alongside this, I will discuss the amendments which have been made to the standard which is included in IFRS due to the criticisms and how it will then go on to impact the company’s financial statements such as the profit and loss account and the balance sheet. 

1.2 [bookmark: _Toc27069558]Background of IFRS. 
International Financial Reporting Standards (also known as IFRS) are the common accounting rules, which describe and explain how each transaction should be recorded. It also contains a set of rules which outline the information to include or disclose within a company’s financial statements. It is a common set of standards, which are used to solve many different issues within the accounting world for organisations. However, this system has also been recognised for creating problematic outcomes as well. Many countries have not yet begun to use IFRS, including the United States, due to the fact this system does not actually receive global acceptance. The firms which do not use the IFRS, must create a statement using one system and then another to make a report using the Generally Accepted Accounting Principles (GAAP) that other countries use. As with any accounting system, there are a huge variety of advantages and disadvantages of using IFRS, such as the system allows much more flexibility but this can also lead to the standards being manipulated to make an organisation seem much more financially stable than what it actually is in reality (Chief, 2019). 
1.3 [bookmark: _Toc27069559]BACKGROUND OF IASB CONCEPTUAL FRAMEWORK.
The International Accounting Standards Board, also referred to as IASB created the original Conceptual Framework in 1989 which has been revised since, in March 2018. The Conceptual Framework sets out the essential concepts for a company’s financial reporting that guide the IASB in developing the IFRS standards. It allows the Board to ensure that the Standards are all treated in the same way and provide useful information to any investors, lenders and all other creditors. The Conceptual Framework also aids companies to be able to develop their accounting policy, when there is no IFRS standard to apply in a specific transaction and allows stakeholders to understand and also interpret the Standards. The Conceptual Framework was revised in 2018 and since sets out the following; 
The overall general purpose of financial reporting;
· The characteristics of what is considered as important financial information;
· A description of the reporting entity and its boundary;
· Definition of an asset, liability, equity, income and expenses and guidance on supporting these;
· The criteria for including assets and liabilities on financial statements (where/when to recognise them, and when to remove them) (IFRS, 2018).

2.0 [bookmark: _Toc27069560]Main Body.
1 
The Advantages and Disadvantages of a Common Set of Global Reporting Standards.
There are many obvious benefits to applying the International Financial Reporting Standards, all across the world, otherwise there wouldn’t be as much time and money invested into applying them.  Organisations following the IFRS makes the decision-making process for investors much easier. Investors are able to compare the financial statements of companies which follow the International Accounting Board Standards, or the International Financial Reporting Standards, regardless of the country’s origin. Without the standards, making these comparisons would be much less reliable as the information which is recorded in the financial statements, is calculated using a range of different methods. Instead of using multiple accounting standards which are based on the preference of the country of origin, being able to adopt the IFRS enables agencies worldwide to apply the exact same principles and standards in each and every transaction (Chief, 2019). The adoption of IFRS has allowed stock trading exchanges to be able to merge across the different continents and has opened up a whole new world of investments opportunities for people worldwide (Ingram, 2017). IFRS also strengthens the accountability of financial statements as it reduces the information gap between the providers of the capital and those who they have assigned their money too. This set of standards provide the information which is needed for management to account. Being a source of globally comparable information, IFRS are also of great importance to the regulators around the world (IFRS, 2017). 
However, as well as there being many beneficial points of adopting the IFRS, there is also the negative side of it. By having to adopt IFRS, there would be a huge increase in the cost of implementation for small businesses. There are much fewer resources which are available to SMEs (small or medium size enterprise), which would mean it would take them a lot longer and more money to be able to train their staff using this new accounting standard. The Securities and Exchange Commission (SEC) estimates that it could cost at least 12% of all global revenues to be able to implement IFRS across the United States. The Prudential CFO Nic Nicandrou estimates that it will cost the United Kingdom between £1bn and £2bn to implement IFRS 17. He also states that he finds it hard to see how anyone is able to conclude the benefits which will justify the cost and effort for businesses to be able to implement IFRS (Eames Consulting Group , 2016)
Progress of Harmonisation in Different Countries.
The harmonisation of accounting standards is the reference to achieve an overall goal of creating one single set of standards which will be used internationally. The first major push for harmonisation of accounting standarads was the creation of International Accounting Standards Committee (IASC) back in 1973. It was originally formed by a group of professionals who were sponsored by their professional bodies. It was made up of countries worldwide such as Australia, Canada, France, Germany, Japan, Mexico, The Netherlands, The UK, Ireland and the US. Since then, the harmonisation of accounting standards has been replaced. Back in early 2001, the International Accounting Standards Board (IASB) took over as the official body setting the standards for IFRS. Since this, they have been able to develop what is classed as “a single set of high quality, understandable, enforceable and globally accepted international financial reporting standards” (IFRS, 2016)
The convergence is focussed on multiple factors such as including the belief that being able to have one single set of accounting requirements would be able to increase the comparability of different entities, which will then, as a result contribute to the flow of international investment and also have benefits to a variety of stakeholders. It is important for the UK to be consistent between themselves and IFRS as it is able to enhance the credibility and the clarity of all financial reporting in the UK. There are also companies in the UK which are continuing to prepare financial statements using the UK standards and wish to be able to be consistent with the IFRS. It also allows companies, regardless whether they are small, medium or large to be able to have their financial statements compared as well as enjoying a small cost of capital as their financial statements are much more easily understood.
The harmonisation process has been aided by the amendments which were made to FRS 102. These amendments were made to the accounting period starting on or after January 1st 2019. The major amendments which there were now simplified measurements of any directors’ loans, for small companies, fewer intangible assets to be separated from goodwill in combinations, removal of any ‘undue cost and effort’ exemptions and the conditions for basic financial measurements (Smalley, 2018). 
Potential barriers of adopting ifrs.
As beneficial as it may seem for businesses to adopt the IFRS, there are also several barriers which may stop them from doing so, or at least make it much more difficult. There is a lack of relevant and specific knowledge and practical experience of the new standard, which will mean it is more money for organisations to pay out to train their employee(s), some may not have the money aside to do so. This would also require them to have specific training and consultant services, which may not be available to all countries across the world, meaning some specific places would be at a disadvantage (A.Pologeorgis, 2019). 


Conclusion.
In conclusion, it would be more beneficial for organisations to adapt to the International Financial Reporting Standards, as although it will cost money and require a lot of time to be invested into the training and transition process, there will be a lot more investment and stakeholder opportunities for businesses if they report and present their financial statements, in the same way as others all over the world. IFRS allows financial statements to have clarity, as well as the right and relevant information.
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