M.Vardiashvili Ph,D,

Assistant Professor of Faculty

of Economics and Business

Ivane Javakhishvili Tbilisi State University
m_vardiashvili@mail.ru

CHALLENGES OF IFRS INTRODUCTION IN GEORGIA

ANNOTATION: Shifting to IFRS is a public initiative that covers numerous
spheres of economy. Introduction of IFRS is a complex, multi-stage
methodological process to be implemented through years, rather than a
one-time event.

State support which implies improvement of regulatory legislative
framework, resolution of financial issues related to publication of IFRS in
Georgian, active cooperation with professional organizations, investors
and other users of financial reporting is crucial for reaching success in this
process.
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While barriers to globalization are shaking, requirements of
financial reporting preparation and public presentation have increased
significantly. Integration into world economy is impossible without
introduction and usage of accounting, financial reporting and modern
audit systems. These well-known and worldwide-accepted rules are
international standards of financial reporting that define basic
provisions of preparation and presentation of financial reporting,
methodological framework and their application in practice.

Conditions required for introduction of IFRS nationwide include
determination of its legal status, translation into official language,
quality control of financial reporting according to international
standards, and IFRS teaching and trainings.

Legal recognition of IFRS in Georgia. For the purpose of
supporting implementation of accounting reform and international
standards in Georgia, the Parliament of Georgia passed a law on
Accounting and Reporting Regulation on 5 February 1999. This law
served as a boundary between state-regulation and self-regulation of
accounting and reporting — with budget-financed organizations and
their accounting and reporting subjected to state regulation
(particularly, to the Ministry of Finance of Georgia) and private legal
entities subjected to professional public organizatons and Accounting
Standards Committee of the Parliament of Georgia. Actually, The
process of shifting to international standards of accounting and
financial reporting in Georgia started on 1 January 2000 and is still in

20



progress. In order to ensure compliance with current requirements of
accounting and audit regulatory legislative framework, the parliament
of Georgia passed a law on Accounting and Financial Reporting Audit
on 29 June 2012.

Official translation of IFRS into Georgian. From the current
view it should be noted that passing of laws and delegation of
authority are not enough for IFRS implementation — standards
should be translated into Georgian and any concerned person should
have an unhindered access to the text. The problem is that the
International Accounting Standards Committee issues standards in
English language and the Committee fund owns a copyright on IFRS
text.

The only accredited organization in Georgia. Georgian Federation
of Professional Accountant and Auditors has already translated IFRS
into Georgian and is currently translating international financial
reporting standards for small and medium enterprises. Although, the
standards has not yet been published as a law neither in Legislative
Herald of Georgia nor on internet.

Obviously, translation of IFRSs is quite complex challenge in the
light of technical as well as human and time resources and besides,
«Minimum amount of royalty to be paid to IASC for each published
IFRS amounts to USD 5. If published by a printing body, publication
circulation shall be the circulation of the printing body». [3.4]

Unavailability of IFRS in Georgian (due to substantial price for
each copy published by GFPAA) has become a serious barrier to
adaptation to IFRS accounting system. In private enterprises it affects
not only quality of financial reporting but settlement against budget
too, because in most cases calculation of tax liabilities are directly
related to the accounting rules defined in IFRS. We believe this matter
should be regulated on a state level.

Quality control of financial reporting prepared according to
international standards. Nowadays, there is a lack of IFRS-oriented
financial reporting users because of no experience in application of
accounting information in decision-making process. Successful shift
to IFRS is impossible without relevant demand on introduction of
effective legal mechanism of control over execution, reporting
authors, investors and analysts.

IFRS teaching, trainings. Another problem of IFRS application is
the certification of human resources. GFPAA has worked out a three-
year educational program of IFRS certification which turned out to be
less attractive because of high price of the program and lack of time
required for teaching. Working out a certification program acceptable
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for its structure and price will improve and hasten the process of IFRS
introduction in Georgia.

REFERENCES

1. Law of Georgia «on Accounting and Financial Reporting Audity.
Thilisi, 2012.

2. Chumburidze, L. «Necessity of Improvement of Accounting and Audit
Regulation according to International Standards in Georgia». Journal
«Accounting», No. 11. Tbilisi, 2009.

3. Chumburidze, L. «Assessment-Analysis of Current Accounting
Regulation Practice in Georgia». Materials of international scientific-
practical conference, Faculty of Economics and Business of Sokhumi
University. Tbilisi, 2011.

4. Challenges of IFRS implementation in different countries. Institute of
Entrepreneurial Challenges — www.ippnou.ru

5. Information on the experience of implementation of international
standards of financial reporting in CIS states; Coordination Board in
Accounting, CIS Executive Committee. Moscow, 2010. www.minfin.ru

VK 338.249

Kicb C. 5., k.e.H., BOUEHT kacheapn Teopii EKOHOMIKM Ta yNpaBniHHS,
svjatkis@gmail.com

Kicb I'. P., k.e.H., DOUEHT kadeapy MEHEOXMEHTY i aaMiHICTPyBaHHSA
galyakiss@gmail.com

Biey4ap I". O., 3g0byBay kadeapu TeOpii EKOHOMIKM Ta yrnpaBiHHS,
IBaHO-®paHKIBCbKUI HaLiOHaNbHWUIN TEXHIYHWIA YHIBEPCUTET HadTW i rasy,
vivchar.gal@ukr.net

OCOBJINBOCTI NPOLECIB YINPABJIIHHA KANITANI3AUIEIO
nanPUEMCTB HA®TOIFA30BOIrO KOMMJEKCY

AHOTALIA. MNMpoaHanizoBaHO xapaKTepHi pucK Ta BigMIHHOCTI NpoLiecis
Kanitanisauii nignpvemcts HadTorazoBoro komnsnekcy. OGrpyHToBaHO
HEeOOXiOHICTb | MOXIMBOCTI PO3LUMPEHHS LUMSXIB 3pOCTaHHA BAPTOCTi 1X
Kanitany.

KITKOYOBI CJTOBA: nignpvemcTtBo, kaniTan, kanitanisauisi, iHTenekTya-
NbHWN NOTeHLUiarn, ynpaBniHHA KaniTanisauieto.

AHHOTAUWA. TNpoaHanuamMpoBaHbl XapakTepHble 4YepTbl U pasnmums
NPOLIECCOB  KanuTanu3aumm npeanpuaTuii HedpTerasoBoro Komnekca.
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