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INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS) IN THE ACCOUNTING
SYSTEM OF UKRAINE

ABSTRACT

The article is devoted to the issues of implementation and application of international
financial reporting standards (IFRS) in the accounting system of Ukraine. The prerequi-
sites and necessity of introducing IFRS into the accounting practice of domestic enter-
prises are outlined as a requirement of time, a market system of management and a
necessary condition for integration into the European Union. Among the important fac-
tors of IFRS implementation is international cooperation; therefore, special attention is
devoted to the coverage of Ukraine's foreign economic activity.

The key aspects of the process of implementation and application of IFRS in Ukraine
have been reflected. The peculiarities of regulatory regulation of the formation and
presentation of financial statements according to international standards are disclosed.
Business entities that, in accordance with the legislation of Ukraine, are required to keep
records and prepare financial statements in accordance with IFRS have been singled
out.

The main problems of the application of IFRS in Ukraine have been clarified, in particular
the differences between the requirements of international and national standards for
approaches to accounting and disclosure of information in financial reporting. The ways
to solve existing problems are outlined.

The expected positive results from accounting according to international standards in
the direction of the development of international cooperation on the basis of increasing
the trust of foreign partners in the quality of the information in the financial statements
of domestic enterprises have been determined.

Keywords: international standards, accounting system, accounting, financial reporting,
regulation, foreign economic activity

JEL Classification: M40, M41, F49, F36, F19

INTRODUCTION

The need to implement international standards in the accounting system of Ukraine is
due to differences in the rules of accounting in different countries, given the different
legal frameworks, features of the social, economic and political situation. Each country
has its own national accounting standards, but they differ, which complicates the anal-
ysis of information and decision-making in the context of international trade, multina-
tional corporations and the globalization of financial markets. According to the Law of
Ukraine “On Accounting and Financial Reporting in Ukraine” [26], international financial
reporting standards are documents adopted by the International Accounting Standards
Board, which define the procedure for preparing financial statements, including its five
main forms (so-called general purpose financial statements): statement of financial po-
sition, statement of comprehensive income, statement of changes in equity, statement
of cash flows, notes to the financial statements.

International Financial Reporting Standards are developed by an independent, privately
held organization, the International Accounting Standards Board (IASB) [25]. The his-
tory of this organization dates back to 1973 when the Committee on International Ac-
counting Standards (IASB) was established by signing an agreement between the ac-
counting organizations of 10 countries (Australia, Canada, France, Germany, Japan,
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Mexico, Netherlands, UK, Ireland, USA) [11; 50; 49; 45; 9]. Today, the Council unites representatives of accounting
organizations from more than 120 countries [25]. Big states and companies of many nations are very fond of IFRS. The
largest depositors to the IFRS Funds are such countries as France, Britain, China, and the European Union. The greatest
donors in the sphere of private business are many companies in the USA, for example, Microsoft, Morgan Stanley Bank of
America, Oracle Citigroup, CFA Institute), different firms in Germany (Adidas, Bayer, BMW and others), the “Big Four”
audit firms (Deloitte, KPMG, PwC, Ernst & Young) [15].

The main task of the Council is to formulate in the interests of society uniform, high-quality, to apply universal accounting
standards clear and ready. The high quality of standards is due to the complex and rather long procedure of their devel-
opment and adoption [11; 50; 49; 45; 9; 34; 18].

LITERATURE REVIEW

These reasons determine the introduction of generally accepted, universal requirements for accounting and financial re-
porting, most authors, in particular: S. F. Holov, V. M. Kostiuchenko [11], S. Ya. Zubilevych, O. I. Mazina, S. A. Rohoznyi,
0. V. Karpacheva, O. O. Diadiun [50], I. V. Zholner [49], M. P. Voinarenko, H. A. Ponomareva, O. V. Zamaziy [45], L. V.
Tovkun [42], V. Onyshchenko [32], Y. V. Maksymiv, [20].

Accounting is the language of business. Financial statements based on international standards make this language inter-
national [15]. The formation of financial statements according to international standards has become one of the necessary
conditions for domestic businesses to do business internationally and enter international capital markets. One of the main
factors that led to the need to implement international standards is Ukraine's involvement in the world economic space (in
2020, foreign trade operations were conducted with partners from 234 countries) [38]. Ukraine's economy is classified as
sufficiently open, which creates a close dependence on external influences [8], which, in turn, necessitates the adaptation
of national legislation to international requirements, including in the field of accounting, in order to increase the confidence
of foreign investors in the quality of information about the results of economic activities of domestic enterprises [42].

Analysis of legislative documents shows that the impetus for accounting reform in Ukraine was the Partnership and Coop-
eration Agreement between Ukraine and the European Communities and their Member States [2], signed in 1994. To
ensure the implementation of this Agreement adopted a number of other regulations, in particular: Resolution of the
Cabinet of Ministers of Ukraine “Accounting Reform Program with Application of International Financial Reporting Stand-
ards” [1]; Law of Ukraine “On Accounting and Financial Reporting in Ukraine” [26]; Law of Ukraine “On the National
Program for Adaptation of the Legislation of Ukraine to the Legislation of the EU” [31]; Agreement on the waiver of
copyright in limited areas (between the Fund for International Financial Reporting Standards and the Ministry of Finance
of Ukraine) [3]; Strategy for the application of International Financial Reporting Standards in Ukraine [39]; Law of Ukraine
"On Amendments to the Law of Ukraine “On Accounting and Financial Reporting in Ukraine” [27]; Joint letter of the
National Bank of Ukraine, the Ministry of Finance of Ukraine, the State Statistics Service of Ukraine “On the application of
international financial reporting standards” [30]. A detailed review of these documents is provided in our previous publi-
cations [35; 36; 471].

Thus, the need for Ukraine's transition to IFRS is a requirement of time, a market economy. Due to the need of fulfilling
Ukraine's foreign policy treaty obligations to integrate into the European Union in order [35].

AIMS AND OBIJECTIVES

The article aims to reveal the peculiarities of the implementation and application of international financial reporting stand-
ards as a conceptual basis for preparing financial reporting in Ukraine. In order to achieve the goal, it is necessary to find
out the prerequisites and factors for the implementation of International Financial Reporting Standards in the accounting
system of Ukraine; to outline the positive aspects and prospects of such reform, as well as to determine the problematic
aspects of the application of IFRS in Ukraine and directions for their solution.

METHODS

In the process of research, the following methods were used: generalization — in order to consider and summarize theo-
retical knowledge on the implementation and application of international financial reporting standards; systematization —
to organize the collected information, the systemic method — to ensure consideration of the processes of implementation
and application of IFRS in the relationship and interdependence of the relevant components; deduction and analysis — in
order to identify the stages of implementation and application of international standards by domestic businesses [48];
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summary — in order to form a comprehensive algorithm for the implementation of IFRS on the basis of selected stages
and components; the graphic method — to more clearly display textual information and the algorithm of implementation
and application of IFRS in Ukraine.

The information base of the study consisted of legislative and regulatory documents, scientific works of domestic and
foreign authors, online materials of professional publications for accountants, the official website of the Ministry of Finance
of Ukraine, the official website of the IFRS Board.

RESULTS

The implementation and application of international financial reporting standards by business entities in Ukraine requires
consideration and accounting of a number of factors that have led to this process; defining the scope of standards; a
regulatory framework for the methodology of financial reporting and the procedure for its submission; existing problematic
issues of application of IFRS in Ukraine and directions of their solution; finding out the positive results of the implementa-
tion of IFRS. These aspects are summarized by us graphically in the form of a structural and logical scheme (Figure 1).

- development of international trade;

/ Fad:ors that led to the \ - market economy system;
|::> introduction of IFRS in |::> - the need to fulfil foreign policy treaty commitments in order to integrate into
Ukraine the EU;
~__ - globalization of financial markets.

/ \ - entities that are required to keep records and prepare financial statements in
Application of IFRS in acoordance with IFRS in accordance with the law;

I::> Ukraine I::> - entities that are able to record and prepare financial statements in accordance
with IFRS at their own discretion.

Methodologies for generating financial statements:
- IFRS and IAS;
- Conceptual basis of IFRS and IAS;

/ \ - Interpretation of IFRS and IAS.
I::> \\ Regulatory framework / I::> The procedure for submitting financial statements:

- Law “On Accounting and Financial Reporting in Ukraine”;
— s - Resolution of the Cabinet of Ministers “On approval of the procedure for
submitting financial statements”.

- at the legislative level there is no provision for advanced training of accountants
and employees of regulatory authorities, obtaining the necessary knowledge of
—— intemational accounting standards;

// Problematicissues of\\ - differeqces in the requirements of ir_\ternaﬁonal and natio_nal standards for the

( application of IFRS in \ preparation and submission of financial statements; the existence of

\ Ukraine / inconsistencies between national and international standards, restrictions on

P acoounting approaches and disclosure requirements;
ISl - the need to reconfigure the software for the accounting process at the

enterprise;
- the need to submit IFRS financial statements in a single electronic format.

- organization of training events aimed at improving the skills of accountants on
IFRS on afree basis by organizing seminars, refresher courses, webinars;
—— - elimination of existing conflicts in the legislation on the procedure for submitting
Dlrechons of deasnon financial statements in accordance with IFRS in accordance with international and
emstlng problems with \ national accounting standards;
\lhe application of IFRS i |n - monitoring the number of business entities that submit financial statements in
Ukralne - acoordance with international standards by the State Statistics Service of Ukraine
- —— based on uniting the efforts of accountants-practitioners, professional accounting
organizations, audit and consulting firms, scientists, the Ministry of Finance of
Ukraine.

MODERN REALITIES OF IFRS IN UKRAINE
/
\

- improving the quality of financial statements, the level of their comparability;
- increasing confidence in financial reporting by foreign companies, expanding
opportunities to invest through effects of transparency and accuracy of financial
data to international partners;

/ Pos't“ﬁ reesu:zgf IFRS \ - promoting the entry of domestic enterprises into international capital markets

\\ imp lTkrglne niin and reducing the value of borrowed capital;

- the company's reports are easily audited and confirmed by the world's leading

T auditors, IFRS auditing becomes more effective due to the relationship between
IFRS and International Standards on Auditing (ISA);
- the company gains a reputation as a business partner of international level.

Figure 1. Key aspects of the IFRS implementation process in the accounting system of Ukraine. (Source: prepared by authors)
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Among the factors that led to the introduction of IFRS in Ukraine, an important place belongs to the development of
international trade. Therefore, within the framework of this study, we consider it appropriate to analyze this factor in more
detail. Other aspects of the mentioned problem will be the objects of our further scientific research.

According to the State Statistics Service [38], in 2021 exports of goods amounted to USD 68,072.3 million, and imports —
USD 72,843.1 million. The export-import coverage ratio was 0.93. Foreign trade operations were conducted with partners
from 104 countries.

The volume of exports of goods to the European Union amounted to USD 26,793.0 million, or 39.4% of its total volume.
The most important exports of goods (Figure 2) among the member states of the European Union were made to Poland,
Italy and Germany and the Netherlands. Among other countries, the largest exports were to China, Turkey, the russian
federation, and India. Imports of goods from the European Union amounted to USD 28,954.3 million, or 39.7% of the
total, in particular, the largest imports came from Germany, Poland and Italy. Among other countries, the largest imports
of goods came from China, the russian federation, Belarus, the United States and Turkey.

Export (goods), % Import (goods), %
= China = China
= Poland = Germany
= Turkey = russian federation
Italy Poland
russian federation Belarus
4 Germany USA
= India = Turkey
e = Ttaly
= Netherlands
5 = France
= Egypt /.,
5 = Hungary
= Spain y
= Others
= Others
Export (services), % Import (services), %
= russian federation = Turkey
= USA = USA
= Switzerland = The United Kingdom
The United Kingdom Germany
Ireland
Germany
Cyprus
Poland « China
8,8 .
UAE = Poland
3 6,1 = Turkey = Switzerland
35 55
= Others = Others

Figure 2. Geographical structure of Ukraine's foreign trade in 2021 (by main partner countries). (Source: formed on the basis of [38])

Regarding the export of services, in 2021 it amounted to USD 13,156.5 million, import of services — USD 7 593.4 million.
The export-import coverage ratio was 1.7. Foreign trade operations were conducted with partners from 82 countries. The
volume of exports of services to the European Union amounted to USD 4423.0 million, or 33.6% of its total volume. Among
the countries which belong to the European Union, the largest exports of services were carried out by Germany and Poland.
Among other countries — the russian federation, the United States, Switzerland, Great Britain, the United Arab Emirates
and Turkey provided the most services.

Imports of services from the European Union amounted to USD 3333,4 million, or 43.9% of the total. Among the EU
countries, the largest volumes of services came from Germany, Ireland, Cyprus and Poland. Among other countries, the
largest volumes of import services were provided by Turkey, the United States, the United Kingdom, China, and Switzer-
land.

The basis of the commaodity structure of Ukrainian exports (Table 1) belongs to products of plant origin, base metals and
articles thereof, fats and oils of animal or vegetable origin, mineral products, mechanical and electrical machines, finished

DOI: 10.55643/fcaptp.1.48.2023.3952 81


https://fkd.net.ua/
https://www.fta.org.ua/

®OIHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBJIEMW TEOPIT TA MPAKTUKY
Tom 1 (48), 2023

food, chemical and related products industries, wood and wood products. The largest volumes of exports to the European
Union were products of the agro-industrial complex and the food industry.

Table 1. Commodity structure of Ukraine's exports and imports in 2021. (Source: formed on the basis of [38])

Exports Imports
Types of goods and services

thousand dollars USD % thousand dollars USD %
In total - goods 68072328.8 100.0 72843126.6 100.0
Including Products of plant origin 15538028.4 22.8 2130534.2 2,9
Fats and oils of animal or vegetable origin 7037234.2 10.3 444037.8 0,6
Mineral products 8414372.7 12.4 14968772.0 20,5
Products of the chemical and allied industries 2815603.7 4.1 9742952.9 13,4
Base metals and articles thereof 15990999.1 23.5 4372529.3 6,0
Machinery, equipment and mechanisms; electrical equipment 5260165.9 7.7 14205993.3 19,5
Means of land transport, aircraft, floating vehicles 676435.9 1.0 7572383.8 10,4
Total - services 13156457.5 100.0 7593386.1 100.0
Including Transport services 5314659.4 40.4 1733675.1 22.8
Telecommunications, computer and information services 3856569.3 29.3 661873.6 8.7
Material resources processing services 1528014.8 11.6 10182.0 0.1
Business services 1437293.0 10.9 1115883.4 14.7
Travel services 337430.9 2.6 1578014.9 20.8
Government and government services 9307.0 0.1 1098063.5 14.5

The basis of the commodity structure of Ukrainian imports is mechanical and electrical machinery, mineral products,
chemical products and related industries, land vehicles, aircraft, floating vehicles, polymeric materials, plastics, base met-
als, finished foods, textiles, and products of plant origin. The largest volumes in the structure of exports of services belong
to transport services — 40.4 % of the total, telecommunications services, computer and information services — 29.3%,
material resources processing services — 11.6% and business — 10.9%. The structure of imports of services in 2021 was
also based on transport services — 22.8% of total imports, business — 14.7%, state and government — 14.5%, related to
travel — 20.8%, services in the field of telecommunications, computer and information — 8.7%.

The share of exports in the structure of GDP during 2011-2021 ranged from 39 to 52.6%, and the ratio between imports
and GDP was 0.4-0.6 (Table 2).

Table 2. The level of openness of Ukraine's economy in 2011-2021. (Source: calculated on the basis of [38])

Years Share of exports in:/:e structure of GDP, The ratio between imports and GDP
2011 49.8 0.6
2012 47.7 0.6
2013 43.0 0.5
2014 48.6 0.5
2015 52.6 0.6
2016 49.3 0.6
2017 48.0 0.6
2018 45.2 0.5
2019 41.2 0.5
2020 39.0 0.4
2021 40,7 0,4

82 DOI: 10.55643/fcaptp.1.48.2023.3952


https://fkd.net.ua/
https://www.fta.org.ua/

FINANCIAL AND CREDIT ACTIVITY: PROBLEMS OF THEORY AND PRACTICE
Volume 1 (48), 2023

Thus, Ukraine's economy is classified as quite open, which creates close dependence on external influences, which, in
turn, necessitates the adaptation of national legislation to international requirements, including in the field of accounting,
in order to increase the confidence of foreign investors in quality of information on the results of economic activity of
domestic enterprises.

The IFRS accounting methodology is determined by the following international documents:

= IAS (adopted in the period from 1973 to 2000) and IFRS (adopted in the period from 2001 to the present);
= The conceptual basis of IFRS;
= Interpretations (interpretations) of IAS and IFRS.

All these documents in Ukrainian translation are posted on the official website of the Ministry of Finance of Ukraine, in the
section of accounting and auditing. The methodology of accounting, the formation of financial reporting in accordance
with IFRS in Ukraine are determined by the above international documents, but the procedure and form of reporting are
regulated by national law, including the Law “On Accounting and Financial Reporting in Ukraine” [26] and the Cabinet of
Ministers reporting [41]. The Ministry of Finance of Ukraine has a Council for International Financial Reporting Standards,
which helps businesses to adapt and implement international standards in the accounting system of Ukraine. In the Euro-
pean Union, IFRS have become mandatory since 2005 for all Member States when undergoing a listing procedure on the
EU's stock exchanges. Financial reporting according to international standards in Ukraine was initially a requirement for
the companies that prepared it for their foreign investors [15].

The process of official transition to IFRS at the legislative level in Ukraine began in 2012. “Pioneers”, which from 01.01.2012
are required to move to accounting and financial reporting according to international standards were public companies,
banks, insurers. Each year, the list of such entities has expanded [7; 10]. To date, in accordance with the Law “On
Accounting and Financial Reporting in Ukraine” [26] enterprises of public interest, public joint stock companies, business
entities operating in the extractive industries, as well as enterprises engaged in economic activities by types, the list of
which is determined by the Cabinet of Ministers of Ukraine, compile financial statements and consolidated financial state-
ments in accordance with international standards. Details of the list of business entities that are required to keep records
and report in accordance with IFRS Resolution of the Cabinet of Ministers “On approval of the Procedure for submission
of financial statements” [41]: public companies, companies issuing securities whose securities are admitted to trading on
stock exchanges or securities on which a public offer has been made, banks, insurers, credit unions, business entities
operating in the extractive industries, enterprises that according to the Law of Ukraine “On Accounting and Financial
Reporting in Ukraine” belong to large enterprises, as well as enterprises engaged in economic activities according to the
types established in the resolution. Other entities determine the appropriateness of applying international standards, how-
ever, in the event of a voluntary transition, they must enshrine this decision in the accounting policy and notify the state
statistics body by appropriate letter.

In order to approximate the reporting prepared according to national standards to the reporting under IFRS, a double
name is provided for the form of financial reporting 1 — in accordance with national standards “Balance Sheet" and in
accordance with international — “Statement of financial position” and form no. 2 financial results” — “Statement of com-
prehensive income”. In addition, a step towards meeting international standards was the replacement of five provisions
(standards 1-5), which regulated the procedure for preparing financial statements in Ukraine by one National accounting
standard 1 “General requirements for financial reporting” Order of the Ministry of Finance of Ukraine from 07.02.2013
[28]) such as IAS 1 Presentation of Financial Statements. The above is summarized by us graphically (Figure 2) in the
form of a structural scheme of implementation and application of international financial reporting standards by business
entities in Ukraine. It should be noted that like any other reform, the implementation and application of IFRS in Ukraine is
associated with certain issues on which domestic and foreign authors focus [11; 35; 9; 34;19; 37]. In particular, among
the main ones, we consider it expedient to single out the following:

1. At the legislative level, no conditions are provided and created for advanced training and obtaining the necessary
knowledge of international accounting standards by accountants who keep records and prepare reports in accordance with
IFRS, as well as employees of regulatory bodies that accept and verify such reports. Thus, the legislation does not set
requirements for the training and certification of accountants in accordance with IFRS. However, the obligation to keep
records and prepare financial statements in accordance with international standards by individual entities since 2012 has
led to the increased interest of accountants in the study of IFRS. After all, despite the fact that national standards are
based on relevant international standards developed on the basis of international financial reporting standards and Euro-
pean Union legislation in the field of accounting (according to the definition in the Law “On Accounting and Financial
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Reporting in Ukraine” [26]), however, they do not duplicate IFRS, and therefore, there are some differences in the valua-
tion of assets and liabilities, the order of formation of financial statements. Therefore, accountants are looking for oppor-
tunities to improve their skills in applying IFRS. The presence of a certificate of IFRS, although not required by law, but
clearly provides its owner with a competitive advantage in the labour market [22].

Today, the training program and accounting certification with IFRS continue to gain popularity. Training is carried out on
the basis of audit and consulting firms, training centres or through self-training (based on materials and webinars on the
Internet). The exams are taken by the independent examination network CIPAEN. There are many different certification
programs in the world, but in Ukraine, the most common are CAP, CIPA and ACCA. Each of these certification options
differs in the list of disciplines in which certification is conducted and training technology. All types of certification have
been formed for a long time, during the historical development of the accounting community in the relevant geographical
area.

The Federation of Professional Accountants and Auditors of Ukraine is the official representative of the CIPA examination
network in Ukraine. This organization, as well as the Ukrainian Association of Certified Public Accountants and Auditors,
as an accredited provider, has the right to issue a CIPA certificate (CAP) to its members based on the results of successful
exams [43]. In addition, the necessary knowledge can also be obtained while studying in higher education institutions.
Thus, the program of training specialists in accounting and taxation of a number of educational institutions in Ukraine
provides for the study of IFRS, which adapts their graduates to possible future employment in international companies.

2. The difference between the requirements of international and national standards for the preparation and submission of
financial statements; the existence of contradictions between national and international standards; limitation of national
standards in comparison with international ones regarding accounting approaches and disclosure requirements [47; 36;
13; 44; 12; 14], which creates certain conflicts in the formation and submission of reports. Besides there are differences
in the accounting of individual objects according to national accounting standards and international financial reporting
standards (IFRS), which should be noted by a foreign partner in the cooperation process, to ensure comparability and
correct interpretation of financial statements for the purpose of management decisions. In order to highlight these differ-
ences, we provide a brief overview of individual items in accordance with IFRS and national standards (Table 3). This is
not the main goal of our article, so let's limit ourselves to a brief overview. A detailed discussion of the existing differences
and contradictions will be covered in future publications.

Table 3. Differences in accounting for individual items according to national accounting standards and IFRS. (Sources: formed on the basis
of souse analysis [17, 24])

Object of Standards governing accounting

accounting

Differences in accounting approaches and disclosures
regarding

national international (IFRS)

inclusion of an asset in an item of property, plant and equip-
ment; classification of fixed assets; the value limit of the ob-
ject of fixed assets; capital investment issues; the method of
accounting for the cost of repair and improvement of fixed as-
sets; depreciation (number of depreciation methods, the be-
ginning of depreciation, the frequency of revision of the liqui-
dation value and useful life of the asset); valuation and reval-
uation of fixed assets; recognition of the initial cost of fixed
assets; creation of a reserve of possible future expenses; dis-
closure of information in financial statements

National Regulations Accounting Stand-

Fixed assets ards 7 «Fixed assets»

IAS16 «Property, Plant and Equipment»

formation of the value of inventories on receipt, disposal, on
the balance sheet date; methods of accounting for disposal of
inventories; composition of stocks, their classification; the
composition of costs in the formation of the cost of invento-

National Regulations Accounting Stand- ries / initial valuation of inventories; inclusion of exchange

Inventories ards «Inventories» IAS 2 «Inventories» rate differences in expenses; creation of a reserve for depreci-
ation of inventories; accounting for inventories purchased
subject to deferred payment; inventory accounting by com-
modity exchange brokers; disclosure of inventory information
in the financial statements

National Regulations Accounting Stand- IAS 1 «Presentation of Financial Statements»,

ards 10 «Accounts receivable», National X

Regulations Accounting Standards 1 IFRS 15 «Revenue from Contracts with Cus-

«Gri.nneril ﬁqtgi;er}wznts TOE. ﬁ:ar}\cial rﬁ_t- tomers», X definition and classification of receivables; conditions of

i’?:; étgn aarzslol 4a <<RZ?1l:»a ;\(l)atsioncaﬁ[);egu- IAS 16 «Property, Plant and Equipment>, recognition and termination of recognition of receivables; esti-
Receivables |ati . ! . IAS 32 «Financial Instruments: Presentation», mates at initial recognition; determining the amount of the

ations Accounting Standards 19 «Associ- - o . .

ation of enterprises», National Regula- IAS 39 «Financial Instruments: Recognition provision for doubtful debts; disclosure requirements in re-

tions Accounting Standards 21 «Impact and Measurement», porting

of changes in exchange rates», National

Regulations Accounting Standards 23 ) _ .
«Related party disclosures» IFRS 7 «Financial Instruments: Disclosures»

IFRS 9 «Financial Instruments»,

(continued on next page)
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Table 3. Continued

Object of Standards governing accounting Differences in accounting approaches and disclosures
accounting national international (IFRS) regarding
IAS 1 «Presentation of Financial Statements»,
IAS 10 «Events after the Reporting Period»,
IAS 32 «Financial Instruments: Presentation»,
National Regulations Accounting Stand- IAS 37 «Provisions Contingent Liabilities and
ards 11 «Liabilities», National Regulations | Contingent Assets», the moment of recognition of the obligation; debt classifica-
Payables " N X - -
Accounting Standards 1 «General re- IAS 12 «Income Taxes», tion by substance; commitment estimates
uirements for financial reporting»
q s 9 IAS 19 «Employee Benefits»,
IAS 32 «Financial Instruments: Presentation»,
IAS 37 «Provisions Contingent Liabilities and
Contingent Assets»
. . . Conceptual Framework,
National Regulations Accounting Stand- IAS 1 «Presentation of Financial Statements» recognition, composition and estimation of costs; details of

Costs qrds 16 <<Exp§nses>>, National Regula- ! the composition / list of costs;
tions Accounting Standards 1 «General IAS 2 «Inventories» ot ‘i
requirements for financial reporting» ! cost formation.

q P & IAS 16 «Property, Plant and Equipment»
National Regulations Accounting Stand- interpretation of the essence of income/revenue; the terms

I ards 15 «Income», National Regulations IFRS 15 «Revenue from Contracts with Cus- "contractual asset" and "contractual obligation"; income

ncome . N " o . S
Accounting Standards 18 «Construction tomers» recognition criteria, their amount and valuation; income
contracts» recognition concepts; the order of reflection in the reporting
National Regulations Accounting Stand-
ards 1 «General requirements for finan- IAS 1 «Presentation of Financial Statements» i i ity i .
cial reporting»", National Regulations Ac- _ : ’ sale, issue or cancellation of equity instruments;
counting Standards 13 «Financial instru- IAS 27 «Separate Financial Statements», classification of equity components;

Equity ments» National Regulations Accounting IAS 32 «Financial Instruments: Presentation», | reflection in the income statement of operations with equity
Standards 21 «Impact of changes in ex- istributi instruments (sale, issue, cancellation); disclosure require-
change rates», National Regulations Ac- IFRIC 17 «Distributions of Non-cash Assets to ;‘ e fondt Iu ot ] ’ ure requi
counting Standards 25 «Simplified finan- | OWners» mMents In the Tinancal statements.
cial reporting»

3. The need to reconfigure the software for the accounting process at the enterprise. More than 80% of business entities
in Ukraine use 1 S: Accounting software for accounting. A study of the practice of transition to IFRS in the application of
this accounting program shows that it does not require the replacement of software, but only its reconfiguration in terms
of accounting policies and accounting estimates, which can be done either by an accountant or with technical support.

4. The requirement for submission of financial statements based on taxonomy in a single electronic format (according to
the order of the Ministry of Finance of Ukraine dated 13.11.2020 no. 709 [29]). The IFRS Taxonomy System lists and
identifies specific codes that can be used to identify information disclosed in IFRS financial statements. Reporting is pre-
pared in a special electronic format iXBRL (English eXtensible Business Reporting Language — “extensible language of
business reporting”) — an open standard for exchanging business information. The document in this format has the ap-
propriate extension and is open for viewing by the Internet browser [40]. However, at present, there are difficulties with
the registration of taxonomic reporting entities on the website of the Ministry of Finance of Ukraine [38], as well as with
the provision of relevant software products.

5. The need to keep records of entities that report under IFRS, as data on the number of such enterprises in official
statistics are currently missing. According to the National Commission on Securities and Stock Market [46], the number of
entities required to prepare financial statements based on the IFRS taxonomy in Ukraine is about 5,000.

Overcoming the outlined problematic issues related to the application of IFRS in Ukraine requires, first of all:
= organization of training events aimed at improving the skills of accountants on IFRS on a free basis by organizing
seminars, refresher courses, webinars;

. elimination of existing conflicts in the legislation on the procedure for submitting financial statements in accordance
with IFRS in accordance with international and national accounting standards;

= monitoring the number of business entities that submit financial statements in accordance with international stand-
ards by the State Statistics Service of Ukraine.

Despite a number of problematic issues, the expected positive results of the implementation of IFRS in Ukraine are [11;

15; 6; 4]:

= improving the quality of financial statements, the level of their comparability;

= increasing confidence in financial reporting by foreign companies and, accordingly, expanding opportunities to attract
investment through its transparency and comprehensibility to international players;
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. promoting the entry of domestic enterprises into international capital markets and reducing the cost of borrowed
capital (no unnecessary procedures for analysis, comparison and translation of reports to standards understandable
to the investor);

= the company's reports are easily audited and confirmed by the world's leading auditors, IFRS auditing becomes more
effective due to the relationship between IFRS and the International Standards on Auditing (ISA);

= the company receives a reputation as a business partner at the international level.

DISCUSSION

As B.V. Melnychuk notes, "Ukraine was one of the first countries in the post-Soviet space to declare a course on the
introduction of international approaches to the construction of a national accounting system" [23], which indicates the
pro-European vector of development that our country has chosen since the signing of the Agreement [2] and consistently
embodied until the present time.

A.V. Maksymova and M.G. Hnydyuk note that the implementation of IFRS by countries with a market economy is condi-
tioned by the corresponding needs of investors, both external and internal [21]. V. Onyshchenko also considers IFRS as a
unifying link that allows an investor from any country to understand the business in which he invests or has already
invested, and calls them a recognized standard for the quality of financial information [32]. This confirms one of the key
theses of our research, namely, the consideration of the development of international trade in Ukraine as one of the main
factors of reforming the accounting system in the direction of the introduction of IFRS and justifies the need for its detailed
coverage.

H. Kohler, Ch. Pochet, Yuv. Gendron [19] emphasize the complexity and fundamental nature of IFRS. In addition, inter-
national financial reporting standards are presented as standards that promote a high level of accounting and harmonize
financial reporting worldwide [11; 35]. Such a high assessment of the level of quality of IFRS is caused by a fairly complex
procedure for their development and adoption, which covers a number of stages and is long in time (in terms of time).

We agree with the opinion of the staff of the IFRS Foundation (IFRS staff), who believe that effective data transfer in the
financial sector makes this information more relevant and improves the real presentation of assets, liabilities, equity,
income and expenses of entities [33].

We agree with researchers Miiller, W., Kuznetsova, A., Khrystoforova, O., Karpachova O., & Sulyma, M. (2021), who note
that the” IFRS not only have an information function but also provide data for determining the success of management,
which is usually also the basis for remuneration. In this respect, the IFRS are an essential management function. Modern
management theory assumes a cooperative management style. This means that goals and their implementation are
discussed with key. The financial statements prepared in accordance with IFRS are an essential information tool for share-
holders' and investors' Information functions. At the same time, the annual financial statements according to IFRS are also
used to determine the taxable income Tax base. The financial statements of companies in Ukraine shall be prepared in
accordance with IFRS” [22, p. 62].

Therefore, despite all the difficulties and existing conflicts in the legislation, the need for further reform of the accounting
system in Ukraine in the direction of IFRS does not raise doubts, it is necessary for the development of our state and its
integration into the world market space.

Important factors that led to the introduction of IFRS in Ukraine are the market economy system, the globalization of
financial markets and the need to fulfil foreign policy contractual obligations for the purpose of integration into the EU.
These factors require more detailed coverage and analysis, which we plan to carry out in our further scientific research.
The sphere of interest of scientists and practitioners also remains the issues of harmonizing the norms and requirements
of national legislation with international ones, harmonizing and eliminating all debatable points regarding the formation
and submission of financial statements according to IFRS.

CONCLUSIONS

A number of measures have been taken in Ukraine to implement and enforce international financial reporting standards.
The implementation of this reform, like any other, has not only significant positive aspects but also some difficulties.

The key aspects of the IFRS implementation process in the accounting system of Ukraine covered by us reflect the pre-
requisites; the whole set of problematic issues related to the implementation of this process; possible directions of their
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solution and positive results of the application. Implementation of this scheme in practice is possible with a comprehensive
approach to the development of proposals aimed at resolving certain issues and conflicts that complicate the process of
applying IFRS to all stakeholders, including accountants, professional accounting organizations, scientists, Ministry of Fi-
nance of Ukraine.

Compilation of reporting on the basis of IFRS is a kind of sign of its quality and confirmation of reliability, which will
contribute to qualitative changes in improving the reliability and reliability of the domestic accounting system and the
comparability of accounting data. Further harmonization of national accounting standards with international ones, and
application of IFRS by more and more domestic business entities is an important and urgent task. It will expand and bring
to a qualitatively new level Ukraine's international cooperation and integration into the world economy. However, it should
be noted that russia's military aggression on the territory of Ukraine, which began in 2022, significantly complicates and
slows down the process of development and reform of all spheres of Ukraine's economy.
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MDKHAPOJHI CTAHAAPTU ®IHAHCOBOI 3BITHOCTI B OB/IIKOBIA CUCTEMI YKPAIHU
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®IHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBSIEMW TEOPIT TA MPAKTUKM
Tom 1 (48), 2023

BinobparkeHo KOYOBI acnekTy NpoLecy BNpoBapKeHHS Ta 3acTocyBaHHA MCD3 B YkpaiHi. Po3kputo 0cobnmBoCTi HopMa-
TMBHOIO PerysioBaHHA (POPMYBaHHS Ta NoAaHHSA (iHAHCOBOI 3BITHOCTI 38 MiXKHApOAHVMK CTaHAapTaMMm.

BuokpemneHo rocrnogaptotodi cyb6'ekTu, sIKi 3a 3aKOHOAABCTBOM YKpaiHu 3060Bd3aHi BecTy 06nik Ta cknagath giHaHcoBy
3BITHICTb BignoBiaHO A0 MC®3. 3'acoBaHO OCHOBHI Npobnemu 3actocyBaHHs MC®3 B YkpaiHi, 30kpeMa BiAMIHHOCTi Mix
BMMOramy MbKHapOAHWUX Ta HaLiOHanbHUX CTaHAAPTIB A0 niaxoaiB Ao 6yxrantepcbkoro obniky Ta po3kpuTTs iHdopMadii y
(hiHaHCOBIl 3BITHOCTI. OKPECNEHO LWNAXM BUPILLEHHS iCHYIOUMX Npo6neM. BusHayeHo ouikyBaHi MO3UTUBHI pe3ynbTaTu Bif
BeAeHHs 6yxranTepcbkoro ob6siky 3a MiXKHapoAHWMM CTaHAApTaMu B HaNpsMi pO3BUTKY MiDKHApPOAHOI cniBrpaLi Ha OCHOBI
NiABULLEHHS OBIPY IHO3EMHUX NApTHEPIB A0 SKOCTi iHdopMaLlii y diHaHCOBIM 3BITHOCTI BITUM3HSAHMX NIANPUEMCTB.

KnrouoBi cnoBa: MixxHapoaHi cTaHaapTy, 06nikoBa cucteMa, byxrantepcbkuin 061ik, ¢iHaHcoBa 3BiTHICTb, HOPMaTUBHE
peryntoBaHHs1, 30BHILULHBOEKOHOMIYHA AisiNbHICTb

JEL Knacudikauis: M40, M41, F49, F36, F19
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