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Executive Summary

The report discusses 'International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS)'. The advantages and disadvantages of a common set of global standards are analysed. Barriers to the current and future adoption of IFRS are presented. 
This report uses the logical analysis method and, using an analysis of the literature, presents the theoretical background in this area.
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Money is a genuine issue that affects us all. Global markets interact with ours, so every pound is linked to other money in multiple currencies and jurisdictions. For this reason, it was necessary to introduce certain standards that make it easier to manoeuvre financial data across borders. In an era of globalisation, there is a need to standardise the rules on which accounting and financial reporting is conducted - primarily in relation to international transactions (Kamal M). It is for this purpose that IAS and IFRS standards were introduced. See what they are and what they mean.
In order to improve and standardise the application of financial reporting at an international level, in 1973, public audit and inspection organisations from several countries formed an international professional non-governmental organisation, the International Accounting Standards Committee (IASC).  IAS, or International Accounting Standards, and IFRS, or International Financial Reporting Standards, are standards and interpretations that have been endorsed by the International Accounting Standards Board. 
Today, IFRS are used in countries within the European Union, as well as in countries such as the United Kingdom, Hong Kong, Singapore, New Zealand and Australia, among others. In many countries, the use of International Financial Reporting Standards is required by law, especially when it comes to listed companies.
The importance of accounting standardisation has increased significantly with increasing globalisation, integration, increased competitiveness, development of capital markets and e-business (Ghasemi). In practice financial reporting has undergone a particular transformation in the preparation and presentation of financial information about the economic entity. Comparability of financial reporting around the world was intended to create development opportunities for companies, investors, financial analysts, multinational corporations, stock exchanges.
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The International Accounting Standards Committee was founded in 1973 by 16 professional accounting organisations from 9 countries Australia, Canada, France, Germany, Japan, Mexico, Netherlands, United Kingdom, United States. 
International Financial Reporting Standards (IFRS) are international standards and interpretations that are widely used around the world and endorsed by the International Accounting Standards Board (IASB). In the past, IFRS were known as International Accounting Standards (IAS) - they were published from 1973 to 2001 by the International Accounting Standards Committee (IASC). To this day these terms are sometimes used interchangeably, although IAS are only a part of IFRS, which is a broader concept.  The International Financial Reporting Standards (IFRS) were created to unify across national boundaries the presentation of an organisation's financial data and accounting principles (Elliott).
There are currently 41 IAS and 17 IFRS. The above groups of standards have identical substantive meaning and, apart from the difference in names, differ mainly in layout. Binding interpretations are published for the above standards, which clarify problematic issues, as well as examples of application, justifications for solutions adopted or additional explanations.
The International Accounting Standards define (Jerry J. Weygandt), among other things:
· the presentation of financial data,
· methods of valuation of individual assets and liabilities,
· the scope of information to be disclosed in the financial statements,
· the presentation of cash flow statements,
· methods of presentation of fixed assets.
IFRS was introduced because of the need to ensure the direct comparability of financial statements published by companies operating in different countries and jurisdictions in view of the significant growth in international trading, the market for investment in companies and the increasing importance of mergers and acquisitions. The accounting rules that apply in different countries and legal and tax systems differ significantly, making it difficult to analyse and compare the data published in the financial statements.
An open, globally functioning capital market, where those investing in and assessing the value of companies need access to audited and similarly prepared financial statements, has necessitated the creation and harmonisation of rules and standards for the preparation of financial statements by companies and often other public entities.
The primary and most important advantage for the markets of using international financial reporting standards is to provide a more accurate representation of a company's financial health, as well as ensuring that the report produced is much more readable (Adhariani). The data contained in such a report has been prepared in accordance with certain assumptions and principles, so as to present the financial health of the entity in question as closely as possible and thus enable it to be compared with other entities. the main objective of IFRS is to harmonise and unify accounting standards at an international level. This objective is desirable because it has a number of advantages:
· Allows the use of the same accounting and financial language
· Allows comparable and transparent financial statements to be presented between different countries.
This means greater ease of access to capital markets for companies. There is a larger market for potential investors as they can come from all over the world. It also allows greater freedom for international expansion, as the regulations of other countries, which have traditionally been a barrier, are similar to those of the home country. 
It is also important to remember that IFRS is also constantly evolving and adapting to rapidly changing business realities. Many issues are being clarified. Previously unidentified issues are also being added. This ensures that you are not only doing business according to the highest, but also the most up-to-date standards. 
The application of international standards requires certain practical arrangements to be put in place, as well as certain procedures to allow smooth processing of data for financial reporting purposes. A basic issue is to involve staff from other departments, including management, sales, human resources or controlling, as well as technical departments, in some of the information gathering and processing processes (Jasim). International standards on many issues require judgement and evaluation, which can often only be made by those with specialist knowledge of the operation of a particular area of the company or the resources used.
It should also be borne in mind that adequate knowledge and preparation is required for IFRS accounting. In addition, accounting for taxes can be problematic, as traditional accounting is adapted to the tax law of the country in question, but IFRS is not. Hence, it may even be necessary to keep two accounts at the same time, which means additional complications and costs that are not always worth it. On the other hand, there are companies that absolutely have to use IFRS. Within the European Union, this requirement applies to all listed companies. In total, IFRS standards can be applied in more than a hundred countries worldwide (Osho Augustine E.). The main disadvantage of IFRS is cited as the considerable complexity of the rules and provisions, which forces companies to incur higher costs in terms of hiring financial and accounting staff capable of preparing IFRS-compliant financial statements and organising the company's accounting. It is also emphasised that there are often significant differences between the gross result and the tax base and turnover in accounting and value added tax terms, which significantly complicates tax settlements. Entities preparing financial statements in accordance with International Financial Reporting Standards ('IFRS') are constantly faced with changes to these standards and new interpretations (FASB). Challenges can range from significant modifications made to key accounting policies to updates resulting from annual amendments to IFRS. This has a significant impact on various areas of accounting, such as recognition, measurement, presentation or disclosures (Daske). Some of these changes have implications beyond the strictly accounting area and significantly affect the information systems of many entities. Furthermore, the changes in IFRS may affect business decisions, especially the structuring of certain transactions.


Accounting standardisation is the process of harmonising accounting through international accounting standards (IAS and IFRS as well as US GAAP), defined as standards, rules on subject-specific accounting issues/problems, are applied on a voluntary basis (rather recommended, they have achieved considerable prestige), have no legal link, hence are detached from national circumstances. The main standard setters are: International Accounting Standards Committee (IASC), now the International Accounting Standards Board (IASB in London) ; the Financial Accounting Standards Board (FASB) in the United States. US GAAP regulations have a reputation for being substantively superior to IFRS, are more detailed, contain fewer alternatives, and also cover the public sector and certain industries. The importance of accounting standardisation has increased significantly with increasing globalisation, integration, increased competitiveness, development of capital markets and e-business. In practice financial reporting has undergone a particular transformation in the preparation and presentation of financial information about the economic entity. Comparability of financial reporting around the world was intended to create development opportunities for companies, investors, financial analysts, multinational corporations, stock exchanges.

There are several reasons for the difficulty of introducing IFRS:
1. The nature of IFRS solutions (approach, voluminousness, complexity of issues and language, volatility).

2. Shortcomings within companies, such as:
a) insufficient awareness of the objectives and substance of IFRS;
b) insufficient knowledge (not only of IFRS itself, but also of other areas);
c) mental mismatch with the IFRS philosophy;
d) non-existent or underdeveloped management accounting system.
e) inadequate IT system;
f) inadequate management system;
g) inadequate organisational structure,;
h) inadequate organisational culture.

3. Inadequacies of the infrastructure supporting the implementation and application of IFRS, such as:
a) shortage of up-to-date and authoritative IFRS interpretations
b) inadequacy of traditional auditor-company relationships to meet IFRS requirements
The list of problems presented is long and varied (and certainly incomplete) (Abebe Gibru). It shows how wide the scope of research into the problems of accounting issues in the context of the application of IFRS. However, so far most of research has concerned the impact of the change in the basis of preparation of financial statements on key economic figures (especially equity), as well as on accounting policies (e.g. the extent to which fair value is used or the layout of the financial statements) and the quality of the information presented (Zeghal).
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The transition to IFRS by business entities that are both obliged and entitled to do so represent both a challenge and an opportunity. Undoubtedly, the preparation of financial statements under IAS/IFRS are characterised by a greater degree of complexity.  However, IAS/IFRS make it possible to present a more accurate representation of a company's company's financial condition, a comparison with competitors in other countries and a better assessment by investors, and group entities make it easier to determine the data needed to prepare consolidated financial statements, states that accounting is becoming increasingly complex. Standing up for the perhaps sometimes convoluted balance sheet laws, one must state that economic events are becoming more and more complexity, and accounting solutions, although constantly improved and revised, are not able to keep up with the emergence of new forms of financial exchange, new types of financial instruments and new types of financial instrument. To an increasing extent, therefore, one-size-fits-all solutions are used, as well as estimates, which are not always guaranteed to maintain the principle of accurate picture (Peel). This leads to the conclusion that both the over-determination of the accounting rules, as well as over-generalising them, do not lead to a reduction in the likelihood of crises. Thus, tinkering with the design of the accounting system do not constitute preventive measures for crisis events. The reliability of financial statements is guarded, and thus indirectly the stability of the financial system, are guarded by auditors.
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Several major accounting standards have emerged in recent years. My recommendation on how International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS) could improve financial reporting is to try to eliminate obstacles by rule makers and facilitate innovation in the area of financial reporting; support for preparers from auditing bodies and auditors in working on innovations in the presentation of financial statements (Naik); and above all, a focus by preparers, auditors and regulators on the needs of stakeholders and communication, rather than solely on the proper implementation of the reporting process.
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