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The article refers to characteristic of the scope of IFRS within national economies of different countries. The legal
status of IFRS application for 23 developed countries is characterized by the following features: «requiredy, «permittedy,
«forbidden» and «not applicabley. The author determines 4 types of companies to be characterized for IFRS application:
domestic public companies that trade equity and debt securities in the Stock Exchange and prepare consolidated financial
reports;, domestic companies with listed shares and bonds entitled to prepare separate financial statements; domestic
companies that do not trade securities in a public market; foreign companies that trade financial instruments in domestic
financial market. The paper focuses on analysis of the rate of standardization of reporting information disclosure by the G20
members, those ones that do not apply IFRS as an alternative to GAAP are highlighted.
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Oxapaxmepuzosaro cepu 3acmocysannsi MCD3 y medcax HAYiOHAIbHUX eKOHOMIK PI3HUX Kpain. Busnauero ropuduu-
Huti cmamyc MC®3 ons 23 posgunenux Kpain ceimy 3a YOmMupma 03HAKAMU: «BUMASAEMbCAY, «O03600EHOY, «3A00POHEHO)
ma «He 3aCmoco8yEmbCsy. Buokpemneno 4 munu KOMRAHiu, w000 AKUX 3AKOHOOABYO 6CMAHOBIIOEMbCS 3ACMOCYBANHSL
MC®D3: HayionanbHi nyoniyHi KOMRAHIL, wo 30IUCHIOIOMb MOP2IGII0 NALOGUMU MA OOP2OBUMU YIHHUMU NANEPAMU HA (DOH-
0080My PUHKY Md NOOAIOMb KOHCOMIO08AHY (DIHAHCOBY 36IMHICIb, HAYIOHANLHI NYONiuHi Komnawii, yui axyii 1 obnieayii
06epmaromvcsi Ha POHOOBOMY PUHKY, MAIOYU NPABO NOAAGANMU OKPeMY (DIHAHCOBY 36IMHICIb, HAYIOHAIbHI KOMNAHIL, WO He
npooaromv YiHHI nanepu Ha 6iIOKPUMOMY PUHKY, THO3eMHI KOMNAHIL, (IHAHCOBI IHCMpPYMenmu SAKUX 006epmaromvcs Ha Hayio-
HanwbHit hoHdoeit bipoici. [Ipoananizosano pisens cmandapmuzayii nodanHs 36imHoi ingopmayii kpainamu «Benukoi 08ao-
YAMKUY», 3-NOMIJNC SKUX BUOKPEMIEHO depoicasu, wo He 3acmocogyioms MCD3 sk anbmepHamusy HAYIOHWIbHUM CMAHOap-
mam Qinancosoi 36imHocmi.

Knruosi cnosa: MCD3, nayionanvhi cmanoapmu, 3ameepodicents MCD3, zacmocysanns MCD3, kpainu «Benukoi dsao-
YSAIKUY.

Oxapaxmepu3zosanvl cepvl npumenerus MCDPO 6 npedenax HAYUOHWILHLIX IKOHOMUK pasHbix cmpan. Onpeoelnen
ropuduyeckuii cmamyc MCDO ona 23 pazsumuvlx cmpan mMupa 3a YemvipbMsi NPUSHAKAMU: «MPeOyemcsy», «paspeueHoy,
«3anpewenoy u «He ucnonvzyemcsy. Boidenenvl 4 muna komnanui, 0ns komopwix ucnoavzyiomes MCOO: nayuoraivbHble
nyonuuHble KOMRAHUY, MOopeyioujue NAesbiMU U O0N208bIMU YEHHLIMU OyMazamu Ha POHOOBOM pblHKe U NOOaloujue KOHCOMU-
ouposannvle huHancosvie omuemvl, HAYUOHATbHbIE NYOIULHbIE KOMAAHUU, YeHHble OyMacu KOMOopblx 000pauusaomes Ha
@onoosom puwike, umeiowue npago nooasams OMOENbHYI0 PUHAHCOBYIO OMUEMHOCHb, HAYUOHATbHbIE KOMNAHUU, He MOp-
2ylowue YeHHbIMU Oymazamu Ha QUHAHCOBOM pbiHKe, 3apydedichble KOMNAHUU, Mopeylowue YeHHbIMU Oymazamu Ha Hayuo-
HAbHOU (hoHO0601 Oupdice. TIpoananuzuposan yposernb CManoapmu3ayuu nooayu oOmuyemuou ungopmayuu cmparamu «bono-
wotl 08adyamxuy, cpeou KOmopvlx evloeneHvl cmpambl, He ucnonv3yiowue MCD3 kax arbmepHamugy HAYUOHATLHHIM
Cmanoapmam OUHAHCOBO OMYEMHOCHIU.

Knrouesvie cnosa: MCPO, nayuonanvhvle cmanoapmol, ymeepoicoenue MCDPO, npumenenue MCPO, cmpanvl «bonw-
wotl 08a0YAMKUY.

Urgency of the research. International Financial Reporting Standards (IFRS) are
developed by IFRS Foundation in order to create unified rules of accounting and reporting for
entities all over the world. IFRS are characterized as recommended ones, without obligatory
endorsement by countries. Nevertheless the process of financial reports standardization
becomes the core issue for developed countries. Application of GAAP by states with many
transnational companies and large volumes of investment creates additional loadings for
accounting personnel to transform financial reports from GAAP to IFRS in order to provide
comparability, relevance and verifiability of the statements.

Actual scientific researches and issues analysis. The issues of legal endorsement of
IFRS by different countries are researched in the papers of C.Nobes [1], K. Ramanna,
E. Sletten [2], K.M. Shimaa, D.C. Yangb [3], L. Lourenco, M. Branco [4]. The mentioned
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above authors consider the effect of IFRS adoption for different countries with the use of
empirical, econometric and statistical methods of recognition.

Uninvestigated parts of general matters defining. Regardless numerous researches in
the field of IFRS approval by national economies, certain issues on legal endorsement of
IFRS for different entities need further examination.

Target setting. Statement of research. The purpose of research refers to examination of
the levels of IFRS approval for different business entity types as well as to analysis of IFRS
application by G20 members in the process of financial statements preparation.

IFRS are the set of standards developed by IFRS Foundation and recommended for
application by companies all around the world to make their financial reports comparable and
verifiable as well as to “bring transparency, accountability and efficiency to financial markets
around the world [5]”.

IFRS jurisdiction in each country is characterized by the depth of endorsement for
different company types and industries. The author determines 4 types of companies, for
which IFRS are required, permitted, prohibited or not applicable. They are the following:

1) domestic companies that trade debt and equity instruments in a public market and
prepare consolidated financial statements;

2) domestic companies trading financial instruments in a public market and preparing

separate financial statements;
3) domestic companies that do not trade securities in a public market;
4) foreign companies that trade capital and debt instruments in domestic financial market.
Information relating IFRS jurisdiction by 23 countries is consolidated in Table 1.

Application of IFRS around the world

Table 1

Application by DOMESTIC companies
Prepare Prepare Companies | FOREIGN
consolid?ted separa-te wl-lo-se companies
financial financial securltles'do whose debt
statements, | statements of | not trade in a or equit
Ne | Country whose the public quity Standard-setting body
. . securities
securities companies, market .
. trade in a
tradein a whose bli
public securities public
market trade in a market
public market
1 2 3 4 5 6 7
The Canadian
l. Canada Required Required Permitted Permitted Accounting Standards
Board
Financial Accounting
2. |TheUSA |Forbidden |Forbidden |Forbidden |Permitted | oiandard Board; Staffof
the US Securities and
Exchange Commission
The Mexican Financial
3. Mexico Required Permitted Permitted Permitted Reporting Standards
Board
Required Required . Argentinean Accounting
4. Argentina | with with Permltteq for Required and Auditing Standards
. . some entities
exceprions | exceptions Board
The Brazilian
. . . Required / . Accounting
5. Brasil Required Required permitted Required Pronouncements
Committee
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Table 1 continued

1 2 3 4 5 6 7
. . . . . Institute of Accountants
6. Chile Required Required Required Permitted of Chile
7. UK Required Permitted Permitted Requ}red / FlnanC} al reporting
permitted Council
. . . Required / Accounting Standards
8. Germany |Required Forbidden Required permitted Committee of Germany
Permitted for . .
9. France Required Forbidden some Requ}red / Accouqtlng Standards
. permitted Authority
companies
Required for Required /
10. | Poland Required Permitted certain qu Ministry of Finance
. permitted
companies
Required
1. |Haly Required §Xcept for Permitted Requ}red/ Itahan.AcS:ountlng
insurance permitted Organization
companies
Required for
12. | Ukraine Required Required certain Required Ministry of Finance
companies
Forbidden Not Accounting regulatory
13. | China with Permitted Forbidden applicable department of the
exceptions PP Ministry of Finance
The Institute of
14. |India Forbidden Forbidden Forbidden Permitted Chartered Accountants
of India
Permitted for Permitted for A ntine Standard
15. |Japan certain Permitted Forbidden certain ceounting Standarcs
. . Board of Japan
companies companies
. Required for .
Republic of . . . . Korea Accounting
16. Korea Required Required certain - Permitted Standards Board
companies
. Required for |Permitted Required for Saudi Organization for
Saudi . . . Not . .
17. . certain under certain | certain . Certified Public
Arabia . . . applicable
companies circumstances | companies Accountants
United Not UAE A ntants and
18. |Arab Required O Required Required ; Accountants a
. applicable Auditors Association
Emirates
Indonesian Financial
19. |Indonesia |Forbidden Forbidden Forbidden Forbidden Accounting Standards
Board
Required for glljlill(ilz%versi ht
20. | Turkey Required Forbidden some Required A VeISIE A .
companies ccounting and 'udltlng
Standards Authority
. . Required / Required / . Australian Accounting
21 | Australia | Required permitted permitted Permitted Standards Board
Required for .
New . . . . External Reporting
22. Zealand Required Required certain Required Board
entities
Required . .
South . . . .| South African Institute of
23. Africa Required Required Required lclglggﬁc:;am Chartered Accountants
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Understanding peculiarities of IFRS endorsement requires taking a closer look at IFRS
application:

1. Canadian companies trading securities in a public market are required to prepare both
consolidated and separate financial statements in accordance with IFRS. Private entities and
non-for profit organizations that do not trade equity and debt securities can choose between
IFRS and local GAAP. Foreign companies listing in the Canadian stock exchange are
required to use IFRS except for:

a) companies that have the option to apply US GAAP;

b) companies that are also a US Stock Exchange foreign issuers and have 10% or less of
their securities owned by residents of Canada; these entities may apply US GAAP;

c) foreign issuer from the jurisdiction of Canadian Securities Regulators may use their
domestic standards.

2. IFRS in the USA are out of jurisdiction and all the USA domestic companies are
forbidden to apply them for financial statements preparation. Instead, they are required to use
US GAAP. Foreign companies are permitted to choose between IFRS and US GAAP.

3. Mexican companies are required to apply IFRS, while all the rest groups of companies
have a choice of either IFRS or Mexican GAAP implementation. Close financial relations
with the USA has resulted in permitting of US GAAP application for foreign companies.

4. Argentinian companies that are listing securities at the stock exchange are required to
apply IFRS except for banks, which must apply the accounting regulations issued by the Central
Bank of Argentina, and insurance companies, which must apply the accounting regulations
enforced by the Superintendency of Insurance. Separate financial statements are to be prepared
in accordance with IFRS except for share holdings in subsidiaries and affiliates that must be
measured at equity method rather than at cost. Permitting or prohibitions to apply IFRS by
companies whose securities do not trade in a stock exchange depend on local authority of each
Province: the Registry of Commerce of each Province either endorses or not the use of IFRS by
not-public companies. In such case Local GAAP act as alternative to IFRS.

5. The jurisdiction of IFRS in Brazil and Chile refers to their endorsement for all groups
of companies.

6. IFRS application by foreign companies is required for all the EU members. As exclusion,
companies, whose mother companies apply local standards, are permitted to apply these
standards, deemed by the European Commission as equivalent to IFRS. It is worth mentioning
that certain EU countries (like France, Germany, Italy) do not approve IFRS application for public
companies separate financial statements. Certain exceptions in IFRS endorsement for non-public
companies are worth consideration: Polish authorities, for instance, have approved IFRS
compulsory application only by banks, companies that has filed for admission for public trading,
subsidiaries of the companies that prepare financial statements in conformity with IFRS.

7. In Ukraine IFRS have become mandatory for all domestic and foreign companies, trading
securities in the stock exchange, from the 1 January 2012. Banks and insurance companies must
always apply IFRS weather they trade or not financial instruments in a public market.

8. Highly developed Asian countries (G20 members) mostly didn’t approve IFRS for
public companies. China requires Local Accounting Standards application. Nevertheless,
Chinese companies whose securities trade on Hong Kong Stock Exchange choose among
IFRS, Hong Kong Financial Reporting Standards and Chinese Accounting Standards. To
prepare separate financial statements Chinese companies may use IFRS. Foreign companies
do not trade in Chinese securities markets, so in such case IFRS are not applicable.

9. All the Indian domestic non-financial companies are obligated to use Local
Accounting Standards (Ind AS), while financial institutions apply accounting standards
prescribed by Reserve Bank of India.
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10. Japanese public companies with listed securities are permitted to use IFRS if they
guarantee proper disclosure of information according to IFRS principles and allocate
professionals in IFRS implementation. IFRS are also permitted for foreign companies whose
securities are traded as secondary listings.

11. Saudi Arabia has approved obligatory application of IFRS only for banks and
insurance companies. Separate financial statements may be prepared in accordance with
IFRS, but they won’t be available to the public.

12. Indonesia is the only country in the list that hasn’t prescribed IFRS. International
standards of financial statements preparation are not applicable and all the companies are
required to apply Indonesian Financial Accounting Standards (SAK).

Most countries, described in the Table 1, are the members of G20' — countries with
significant financial, natural, human resources and potential for further development. The
latest G20 summit took place between November 16 and 18, 2015 in Antalya (Turkey) in
order to join the “major economies of the world [6]” to adopt “a more integrated, coordinated
and effective approach to the challenges [6]”.

The G20 Summit 2015 key messages are the following: to enable inclusive and robust
global economic growth, to develop investments and to improve economic conditions of
functioning for Small and Medium Sized Enterprises [7]. So the core points of G20 meeting
refer to economic issues. Undoubtedly that efficient and standardized reporting system of
variously-sized entities is one of the key factors of international cooperation and investment.
So it is important to analyze the use of IFRS by G20 member countries (Table 2).

Table 2
IFRS adoption by G20 member countries, %
. . . Not
N Companies Req;nred, Perlzntted, Forboldden, applicable,
Yo Yo Yo %
1. |DOMESTIC companies:
IFRS application by companies that
|1, |prepare consolidated financial 72.5 2.5 25 0

statements, whose securities trade in a
public market

IFRS application in separate financial
1.2. | statements of the companies, whose 32,5 32,5 35 0
securities trade in a public market
IFRS application by companies
1.3. | whose securities do not trade in a 22,5 45 32,5
public market

FOREIGN companies whose debt or
2. |equity securities trade in a public 35 47,5 7,5 10
market

Conclusions. The research resulted in systematization of information on IFRS adoption
by different countries. To prepare detailed analysis of IFRS application all the legal entities of
IFRS adopting countries were divided into 4 groups by the jurisdiction (domestic, foreign),
type of financial reports (consolidated, separate) listings in the stock exchange (traded or not
in a public market). Performed research shows that 72,5 % of domestic public companies of
G20 members are required to prepare financial reports by IFRS, while 25 % apply GAAP.
Among countries, which forbid IFRS application for most of its public companies, the largest

! The USA, Canada, Mexico, Argentina, Brazil, The European Union, United Kingdom, Germany, France, Italy,
Turkey, Saudi Arabia, Indonesia, China, India, Japan, Korea Republic, Australia, South Africa, Russia.
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shares owned by the USA, India, China, Japan, and Indonesia. Non-application of IFRS by
such powerful (by economic indexes) countries complicates the process of economic
cooperation and development. Nevertheless, accounting systems of these countries become a
very interesting object of further researches.
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