


Executive Summary
The report mainly focuses on presenting the significance of IAS/IFRS in financial reporting that helps enhance uniformity and transparency. It helps investors make rational financial decisions and provides the requisite presentation of a company's financial performance and position. It also presented that IFRS adoption provides the advantage of comparability, global harmonisation, and prudence management. However, some disadvantages associated with IFRS are lack of technical expertise, political interference, lack of training and requisite infrastructure. Further, some of the potential barriers faced in adopting IFRS are higher adoption costs and inconsistency with the existing accounting framework of a country. In order to overcome the barriers, countries can use a due process approach for the successful adoption of IFRS/IAS that can help in improving financial reporting at the global level. 
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In the current dynamic era, uniform financial reporting plays a crucial role in providing critical insight and maintaining transparency regarding financial performance and position. The key objectives of financial reporting are to provide critical insights regarding the firm's resources and help make a comparison between different companies. It enhances financial credibility and helps derive consistent and accurate financial information (Gokten, 2017). In addition, it depicts the cash flow position and helps in monitoring business performance that significantly contributes towards making rational decisions. As a result, it supports maintaining a higher level of consistency in presenting financial information to domestic and overseas stakeholders. It also enhances the level of international comparability along with enhancing the quality of financial statements. Thus, it helps investors to make a rational economic decision regarding the investment in the company (Robinson et al., 2012). In this regard, the report aims to analyse the advantages and disadvantages of a common set of global reporting standards (IAS and IFRS) with the help of specific examples and the progress towards harmonisation in different countries. It also includes potential barriers to current as well as future adoption of IFRS, along with providing appropriate recommendations to improve their implementation.
[bookmark: _Toc120544708]Meaning of terms ‘IAS’ and ‘IFRS’
IAS (International Accounting Standards) are defined as a set of principles and practices developed by the IASB (International Accounting Standards Board) to make the comparative analysis easier between the financial information of different countries at the domestic and global levels. It mainly focuses on enhancing transparency within the global trade and investment accounting process. Therefore, it is considered relevant for financial reporting as it provides comparable accounting standards at the global level by promoting accountability, efficiency, and transparency in the financial market (Donnelly, 2022). Furthermore, it supports investors in making rational economic decisions by analysing the investment opportunities available along with the risk associated with them. Thus, it provides help in optimal capital allocation that can help in deriving maximum financial benefit from the investment. Moreover, it plays a crucial role in ensuring ethical and regulatory compliance as a uniform accounting framework help the business organisation to efficiently conduct business in overseas market by adhering to uniform accounting standards and policies. Thus, it reduces compliance pressure and also helps in decreasing reporting costs (Kieso, Kimmel and Weygandt, 2018; Elliott and Elliott, 2015.).
IFRS (International Financial Reporting Framework) has replaced the IAS for enhancing consistency by increasing focus on financial record keeping. It comprises accounting standards that govern various types of financial transactions, as well as financial events to be presented under the company's financial statement (Picker et al., 2019; Young and Cohen, 2013). They are mainly established for maintaining a higher level of transparency, as well as creditability, that helps investors get critical insight regarding the company's financial performance and make comparative analyses among different periods or with different countries operating in different parts of the world. The authority of issuing, as well as making modifications in standards, is with IASB, which focuses on developing a standard format and framework for preparation, as well as presentation of financial statements that can help in conducting proper interpretation from country to country and company to company. It applies in around 100 countries, including EU nations and various countries located in South America and Asia (CFI, 2022). 
[bookmark: _Toc120544709]Analysis of Standards that could drive entities and countries around the world towards their basis for financial reporting 
IFRS mainly focuses on enhancing the uniformity of financial information presented within the domestic and international arena. IFRS 1, "First-time Adoption of International Financial Reporting Standards", mainly focuses on presenting the procedure that can help the entity to develop general-purpose financial information that is adopting the IFRS approach to prepare financial statements. It mainly ensures that the financial statement of the entity that is adopting IFRS for the first time comprises high-quality financial information and has requisite disclosure that can benefit financial statement users in different parts of the world. The adoption of IFRS has helped in the integration of the global capital market and also provides a common base for conducting a comparison between countries. It helps in decreasing accounting practices' diversity and maintains uniformity in the financial information of countries operating in different parts of the world (Cai and Wong, 2010). 
IFRS 16 mainly presented a single model of accounting for lessee where the assets and liabilities are recognised for 12 months or more. Under IFRS-16, the lessee is required to use right-to-use assets and present a lease liability, thus, highlighting the obligation regarding lease rental payment. It focuses on the faithful representation of lease transactions. Also, it provides a base for financial statement users to evaluate the monetary amount, cash flow uncertainty and timing that arise from entering a lease contract (IFRS, 2022; FRC, 2018). For instance, Tesco Plc adopted IFRS 16, where the presentation regarding the leased asset where the lease liability and the right to use asset are presented in the balance sheet of the company. In addition, the lease liability was considered as the present value of the lease payment in future. Thus, it would help in improving operating profit without affecting the sales, as well as the cash flow of the group. As a result, the operating profit of Tesco rose to £ 1121 million from the year 2019 from £ 188 million by applying IFRS 16 (Tesco, 2019). 
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Figure 1: Criteria for classification in IFRS 9
(Source: PwC, 2017)
IFRS 9 mainly focuses on the recognition and measurement of financial instruments incorporating general hedging accounting, impairment and derecognition. It categorises the financial instruments in amortised cost, FVPL (Fair Value through Profit or Loss) and FVOCI (Fair Value of Other comprehensive information). It develops fundamental criteria for determining cost, as depicted in figure 1 and helps decrease recognition and measurement inconsistency. In addition, it also helps in helps in managing, as well as evaluating the performance at fair value (PwC, 2017). For instance, Samsung Electronics applied IFRS-9 by focusing on the fair valuation of financial liabilities through FVPL or amortised cost. In addition, the financial assets are valued at amortised cost from the date of acquisition (SAMSUNG Electronics Slovakia, 2021). Thus, it helps in making a comparative analysis between financial instrument valuation in different periods or among different companies situated in different countries.  
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[bookmark: _Toc120544711]One of the critical advantages of IFRS is the establishment of a globally harmonised framework that helps maintain consistency and uniformity in financial reporting, along with decreasing financial costs. It provides support to investors in making rational financial as well as investment decisions and also help in making future business plans and estimation to enhance the business performance. It focuses on standardisation along with improving accounting practices. Therefore, various companies listed on stock exchanges in London, Zurich, Rome, Amsterdam, Frankfurt, and Hong Kong are using IFRS to prepare and present financial statements (Oanh, 2022). Another advantage of adopting IFRS is support towards making a comparative analysis as it is a global accounting standard. It helps verify financial results with the financial statements of companies in different countries. For instance, Audi is a German-based company that uses IFRS, and its financial statements can be easily compared with Jaguar, a UK-based automobile company due to uniformity in the preparation and presentation of financial statements in accordance with the IFRS. It also helps improve the level of transparency and reduces the cost of capital. It also provides a base for overseas investors to make cross-country investments. It is considered self-reinforcing that helps reduce the transaction cost incurred due to cross-border investment transactions (De George, Li and Shivkumar, 2016). 
The application of IFRS also provides the advantage of enhancing the level of transparency and brings clarity in communication that helps in improving the financial performance of business organisations. In addition, it also improves compatibility and also provides a base for making comparisons required by supervisory authorities, investors, and financial markets. It also helps fulfil three crucial financial statement criteria: neutrality, completeness, and comparability. Moreover, it also helps in developing and maintaining prudent management that helps reduce the volatility level in long-term investment (Capkun, Collins and Jeanjean, 2016). On the other hand, one of the main disadvantages of IFRS is the lack of detailed information in financial statements, which is requisite by investors, employees, and regulators. Many countries such as the US and Canada use GAAP (Generally Accepted Accounting Principles) which provides detailed information as compared to IFRS; thus, it fulfils the needs of investors and other stakeholders (Burnett et al., 2015).
Further, adopting IFRS is considered a costly affair due to higher implementation costs as the adoption of IFRS in each country significantly increases the cost of training and education for professionals. Moreover, the capital market is different in all the countries at the global level; thus, the requirement for the presentation of financial information is different for different countries (Pawsey, 2017). For instance, adopting IFRS in companies operating in Ghana raised the ongoing cost, such as training and development, to comply with complicated regulations and enhanced higher disclosure requirements which increased pressure on companies (Agyei-Boapeah et al., 2020). 
Potential Barriers to Current and Future Adoption of IFRS
[bookmark: _Toc120544712]One of the critical potential barriers to the adoption of IFRS is technical complexities that create problems in making accurate financial forecasts, including forecast dispersion, and forecasting errors. In addition, the lack of requisite technical infrastructure and experts knowing IFRS also create problems in its effective adoption. Further, financial analysts also face problems in interpretations and comparisons due to accounting standards changing that affect their forecasting accuracy (Miah et al., 2020). Another potential barrier faced in adopting IFRS is an inconsistent existing framework that creates problems in evaluating and interpreting financial information. In addition, lack of professional training and education regarding the IFRS also acts as a barrier due to which professionals have a resistant behaviour towards IFRS adoption. Moreover, higher complexity in the computation of fair value under IFRS and the lack of requisite internal processes for the adoption of IFRS also act as a barrier. Further, negative attitudes and perceptions regarding IFRS, along with a lower level of awareness regarding the audit of international practices and standards, also act as a hurdle to adopting IFRS (Ahmad, Ahmad and Ajmal, 2019). Political interference, quality of domestic regulations and colonialism also affect the adoption of IFRS. It was highlighted that strong countries having higher political power are likely to influence IFRS, while countries having less influence of political power have a higher probability of adopting IFRS (Pratiwi, Shalihatulhayah and Mayasari, 2015). 
Conclusion and Recommendation 
On the basis of the review conducted, it was presented that IFRS mainly focuses on maintaining uniformity in financial reporting at the global level, enhances the level of transparency and helps in easier comparative analysis. It was also highlighted that the adoption of IFRS helps in enhancing prudence management and also helps in enhancing the level of credibility as well as accountability in financial reporting. However, it was also highlighted that adopting IFRS increases the adoption cost and requires training and knowledge for proper adoption of IFRS. In order to properly implement the IFRS and IAS for improving financial reporting, different methods such as due process, optional and not fully converged can be adopted. Further, the potential barriers faced in the adoption of IFRS are political interference, lack of requisite technical experience, lack of infrastructure and fair complexity in the computation of fair value affecting the reporting process. In due process, the key objective is to maintain transparency, accountability, and fair consultation (IFRS, 2020). It mainly incorporates a research programme, making a proposal, re-deliberation, finalising, and post-implementation review. The research programme mainly focuses on the evaluation of estimated financial reporting issues that can be faced while making a proposal focusing on establishing a draft proposal that incorporates an agenda and technique for execution. Further, the finalisation incorporates finalised pronouncement, while the post-implementation review includes a review process in 2.5 to 3 years (Deloitte, 2022). 
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IFRS 9 establishes fundamentally different criteria than IAS 39 for determining
when the Amortized Cost, FVOCI or FVPL categories apply:

Is the objective of entity’s Is the financial asset held to
business model to hold the achieve an objective by both
financial assets to collect collecting contractual cash flows
contractual cash flows? and selling financial assets?

Do contractual cash flows represent solely payments of principal and interest?

Does the company apply the fair value option to eliminate an
accounting mismatch?

The practical implication of these criteria is that, subject to a special
FVOCI designation option for investments in equity instruments, only
loans, receivables, investments in debt instruments and other similar
assets (hereinafter referred to as “loans and receivables”), can qualify for
measurement at Amortized Cost or FVOCI. The critical issues in
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