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Executive Summary
International Financial Reporting Standards (IFRS) are essential in shaping accounting practices globally, particularly in inventory reporting and long-term contracts. This report focuses on two key standards: IAS 2, which governs inventory reporting, and IFRS 15, which outlines revenue recognition for long-term contracts. These standards significantly enhance the comparability, transparency, and reliability of financial statements.
Through real-world examples from both developed economies, such as the UK, and developing economies, like India, the report illustrates the practical impacts of IFRS on reporting practices. For instance, companies like Tesco in the UK demonstrate how adherence to IAS 2 leads to clearer inventory valuations, while Balfour Beatty showcases improved revenue reporting under IFRS 15.
The report also discusses the benefits of adopting IFRS, including improved investor confidence and enhanced comparability across borders, which facilitates informed decision-making. However, it acknowledges the challenges businesses face during implementation, such as high compliance costs and the complexity of the standards. 
Overall, the findings highlight the critical role of IFRS in promoting consistent financial reporting, which is vital for stakeholders. By ensuring reliable financial information, IFRS supports better decision-making processes, ultimately contributing to a more stable and trustworthy global financial environment.
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Introduction
The global business environment is more connected than ever, making it crucial for companies to have standardized financial reporting practices. This is where International Financial Reporting Standards (IFRS) come into play. IFRS provides a consistent framework for financial reporting, which helps ensure that financial statements are comparable, transparent, and reliable across different countries. This is important because investors and stakeholders need clear and consistent information to make informed decisions about where to invest their money.
This report focuses on two important IFRS standards: IAS 2 and IFRS 15. IAS 2 deals with how companies should report their inventories, ensuring that these assets are valued accurately. This prevents companies from overstating their inventory values, which can mislead investors about their financial health. On the other hand, IFRS 15 outlines how businesses should recognize revenue from long-term contracts, emphasizing transparency in how and when revenue is reported.

Accurate reporting of inventories and long-term contracts is essential because these factors can greatly influence a company's financial performance and position in the market. By following IFRS, companies can provide stakeholders with reliable and relevant information, which supports better decision-making.
The report will explain how IFRS affects the reporting of stocks and long-term contracts, showing how these standards improve comparability, transparency, and reliability. It will also include case studies from both developed and developing countries, highlighting the benefits and challenges businesses face when implementing IFRS in their reporting practices.









Main Findings
Inventories
IAS 2 establishes the principles for recognising and measuring inventories, which include goods held for sale, work in progress, and materials and supplies (Morshed and Ramadan, 2023). The standard requires inventories to be measured at the lower of cost and net realisable value, ensuring that inventories are not overstated on the balance sheet (Barry & Elliott, 2015). According to Morshed and Ramadan (2023), this requirement promotes accurate financial reporting and reflects the true economic value of inventory.
Cost Measurement Under IAS 2
Under IAS 2, the cost of inventories includes all costs of purchase, conversion costs, and other costs incurred to bring the inventories to their current condition and location. Businesses can use different methods for inventory costing, including specific identification, first-in, first-out (FIFO), or weighted average cost (Young & Cohen, 2013). 
For instance, a manufacturing company that employs the FIFO method will recognize the cost of the oldest inventory first when items are sold. This approach can significantly increase profit margins during inflationary (Melville, 2014).
In the United States, Walmart follows IAS 2 principles in its inventory accounting. Walmart utilises the FIFO method for inventory valuation, ensuring that its financial statements reflect the oldest costs associated with the inventory sold, which can lead discrepancies between reported profits and current market conditions (Ainsworth, and Deines, 2019). According to Alam (2016), this practice enhances the comparability of financial statements, as stakeholders can assess Walmart's performance against other companies using similar inventory accounting methods.
On the other hand, Tata Steel in India adheres to IAS 2 for inventory reporting. Tata Steel primarily employs weighted average cost methods to value its inventory. This method calculates the cost of inventory based on the average cost of all similar items available for sale during a specific period. By following these standards, Tata Steel provides stakeholders with reliable financial information, enhancing transparency and facilitating better comparisons with competitors in the steel industry (Andreotti et al, 2023). 





Revenue from Contracts
IFRS 15 establishes a comprehensive framework for revenue recognition, replacing previous standards and providing consistency across industries (Barone, E., Mason, Mora and Procházka, 2025). The standard outlines a five-step model for recognizing revenue, which includes identifying contracts, determining performance obligations, calculating the transaction price, allocating the price to performance obligations, and recognizing revenue when obligations are satisfied (Oyedokun, and Emmanuel, 2016).
A critical aspect of IFRS 15 is the identification of performance obligations within a contract. This ensures revenue is recognized in a manner that reflects the transfer of control over goods or services to customers (Van Wyk, 2017). For example, in construction contracts, revenue is often recognized over time as work is performed, rather than at the completion of the contract (Finch, 2012).
Boeing, a leading aerospace company in the United States, applies IFRS 15 for its long-term contracts. Boeing recognises revenue over time for its aircraft manufacturing contracts, reflecting the progress of work performed (Vasigh and Rowe, 2019). According to Taherdoost (2023), this recognition method enhances transparency, as stakeholders can see the ongoing performance of contracts rather than waiting until project completion, which may take several years.
In India, L&T Construction follows IFRS 15 standards when reporting revenue from long-term contracts. By recognizing revenue based on the percentage of completion method, L&T provides stakeholders with a clear view of its financial performance and the ongoing value of its projects (L&T Construction, 2023). This practice enhances reliability in financial reporting, allowing investors to understand the company's revenue streams better.










Comparability
The adoption of IFRS promotes comparability among financial statements across different companies and industries (Akpan, Akinadewo and Osatuyi, 2023). By establishing standardized reporting practices, stakeholders can make more informed comparisons between organizations (Soyombo, et al, 2024). For instance, when multiple companies in the same industry report their inventories using IAS 2 guidelines, investors can easily assess their operational efficiency and inventory management strategies.
In the retail sector, companies like Walmart and Tesco report their inventories under IAS 2, enabling investors to compare inventory turnover ratios effectively. This comparability is essential for investors seeking to identify which company manages its inventory more efficiently (Elliott and Elliott, 2015).
Transparency
IFRS enhances transparency in financial reporting by requiring detailed disclosures regarding inventories and long-term contracts (Gök, 2024). Companies must provide information about their accounting policies, measurement bases, and the risks associated with their inventories and contracts (Abed, et al, 2022). This level of transparency allows stakeholders to better understand the financial position of organizations and the potential risks involved.
Under IAS 2, companies must disclose the accounting policies adopted for inventory measurement, the total carrying amount of inventories, and any write-downs to net realizable value (Young & Cohen, 2013). This requirement ensures that stakeholders have access to relevant information, enhancing their understanding of the company's inventory management practices.
Reliability
According to PADOAN (2023), the implementation of IFRS improves the reliability of financial statements by providing clear guidelines for the recognition and measurement of stocks and long-term contracts. By adhering to these standards, companies ensure that their financial statements accurately reflect their economic reality.
For instance, Boeing's use of IFRS 15 allows for reliable revenue recognition on its long-term contracts, as revenue is recognized based on the percentage of completion. This aligns the reported revenue with the actual progress made on contracts, providing a reliable measure of the company's financial performance (Vogel, 2021).


Benefits of Implementing IFRS
1. Enhanced Comparability: IFRS promotes consistency in financial reporting, enabling stakeholders to compare financial statements across different companies and industries more effectively (Mesioye and Bakare, 2024).
2. Improved Transparency: The detailed disclosure requirements under IFRS enhance transparency, allowing stakeholders to understand the financial position and performance of organizations better (Auliyah, and Agit, 2024).
3. Increased Reliability: By providing clear guidelines for recognition and measurement, IFRS improves the reliability of financial statements, enabling stakeholders to make informed decisions based on accurate information (De George, Li,and Shivakumar, 2016).
4. Facilitated Access to Capital: Adopting IFRS can enhance a company's credibility in the eyes of investors and creditors, facilitating access to capital markets and potentially lowering the cost of capital (Scott, 2014).
Challenges in Applying IFRS
While the benefits of adopting IFRS are clear, businesses often face significant challenges associated with transitioning to these standards. 
1. Complexity of Standards: The complexity and detailed nature of IFRS can pose challenges for businesses, particularly for smaller organizations that may lack the resources and expertise to implement the standards effectively (Melville, 2014).
2. Cost of Transition: Transitioning to IFRS can involve significant costs, including training staff, updating accounting systems, and re-evaluating existing contracts and inventories (Finch, 2012).
3. Interpretation Variability: Different interpretations of IFRS by companies and auditors can lead to inconsistencies in financial reporting, potentially undermining the comparability and reliability of financial statements (Wood, 2015).
4. Ongoing Changes to Standards: IFRS standards are subject to ongoing updates and amendments, requiring organizations to stay current with changes and adapt their reporting practices accordingly (Elliott & Elliott, 2015).




Conclusion
In conclusion, International Financial Reporting Standards (IFRS) are essential for guiding how companies report their financial information, especially regarding inventories and long-term contracts. Two key standards, IAS 2 and IFRS 15, help ensure that financial statements are comparable, transparent, and reliable. This is crucial because stakeholders—such as investors, creditors, and regulators—need accurate information to make informed decisions about a company's financial health.
Real-world examples from both developed countries, like the UK, and developing countries, like India, show the positive effects of IFRS on reporting practices. For instance, companies that follow these standards can present clearer inventory valuations and more transparent revenue recognition, leading to greater trust and confidence from investors.
However, while the benefits of adopting IFRS are significant, businesses also face challenges during implementation. The standards can be complex, and transitioning to IFRS often involves substantial costs, such as training staff and updating financial systems. Additionally, companies must ensure that they interpret the standards consistently to avoid discrepancies in reporting.
Despite these challenges, adhering to IFRS is crucial for maintaining consistent financial reporting across different countries. This consistency ultimately leads to a more transparent and trustworthy financial reporting environment, which benefits everyone involved, from businesses to their stakeholders. By following IFRS, companies contribute to a global financial landscape that supports better decision-making and fosters economic stability.
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