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Abstract: This article is devoted to the consideration of the theoretical and practical aspects 

of financial statements developed by economic entities based on international financial reporting 

standards (IFRS). In addition, the article highlights possibilities of financial statements in the 

implementation of the investment policy of the digital economy are highlighted. Moreover, various 

aspects of financial statements prepared according to national accounting standards (NAS) and 

international financial reporting standards, as well as the ways for their preparation are 

demonstrated.As a result of the research, the author has developed proposals and recommendations 

on the financial reporting forms based on international standards. 
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Introduction.  

Goal 26 of the new development strategy of Uzbekistan determines further improving 

investment environment in the country and raising attractiveness, as well as necessity to undertake 

the measures to attract 120 billion USD, including 70 billion USD of foreign investments in the next 

five years[1]. In order to execute these tasks, comprehensive activities are being undertaken in our 

country to establish and develop beneficial economic relations with international organizations and 

companies. In particular, necessary statutory acts have been adopted in the field of accounting in 

order to provide foreign investors with the required information environment, to expand the 

opportunities of participating in international stock exchanges.Economicentities in our country are 

required by law to organize accounting on the IFRS basis starting from January 1, 2021, and to 

prepare financial statements based on the IFRS from the end of 2021[2]. 
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International financial reporting standards are the rules of accounting procedures that create 

opportunities for the preparation of financial statements of joint-stock companies, banks, credit 

entities, insurance companies, investment funds and many other large companies and their data in a 

clear, transparent, globally understandable accounting language around the world. Financial 

reporting is characterized by easy analysis of the data for timely decision-making by company 

owners and investors. 

Methods. Economic entities that develop financial statements within the framework of the 

IFRSrequirementsrepare the reports shown in Figure 1 in compliance with internationalstandards. 

Results. According to the requirements of the International Accounting Standard (IAS) No. 1 

"Presentation of Financial Statements," financial statements should include separate items to present 

the nature, liquidity, and function of assets in the enterprise, as well as the amount, nature, and terms 

of liabilities. The statement of financial position, also known as the balance sheet, is a type of 

statement that provides a summary of a company's assets, liabilities, and equity at a specific point 

in time. In line with IFRS recommendations, the statement of financial position is typically 

presented in the following format: 

- Assets: This section includes a breakdown of the company's assets, which are typically 

classified into current assets (such as cash, inventory, and accounts receivable) and non-current 

assets (such as property, plant, and equipment). 

- Liabilities: This section outlines the company's liabilities, which are also classified into 

current liabilities (such as accounts payable and short-term debt) and non-current liabilities (such as 

long-term debt and lease obligations). 

- Equity: This section represents the residual interest in the company's assets after deducting 

liabilities. It includes components such as share capital, retained earnings, and other reserves. 

Alongside the statement of financial position, companies also prepare a statement of profit 

or loss and other comprehensive income. This statement provides information about the company's 

income, expenses, and overall profit or loss for a specific period. In accordance with IFRS 

requirements, the statement of profit or loss and other comprehensive income is typically presented 

in the following format: 

- Revenue: This section includes the company's operating revenue from sales of goods or 

services. 

- Expenses: This section outlines the company's operating expenses, including costs related 

to production, marketing, administration, and finance. 

- Profit or Loss: This section shows the difference between the company's revenue and 

expenses, resulting in either a profit or loss. 

- Other Comprehensive Income: This section separates the other comprehensive income 

from the profit or loss reported. Other comprehensive income encompasses items that may be 

reclassified or not reclassified to profit or loss in the future. 

Items that may be reclassified to profit or loss in the future include profit or loss from 

available-for-sale investments. 

Analyses. According to the requirements of the International Accounting Standard (IAS) № 

1 “Presentation of Financial Statements”, the nature, liquidity and function of assets in the 

enterprise, the amount, nature and terms of liabilities, should be presented by including separate 

items in the financial statement. 

 



Vol. 3 No. 9 (Sep- 2023): EJBSOS 
  

          European Journal of Business Startups and Open Society | ISSN: 2795-9228  50 

 

Fig. 1.Types of statements according to the NAS and the IFRS. 

A statement of financial position is considered a balance sheet according to the NAS and is a 

type of statement that provides a summary of a company’s assets, liabilities, and equity at a given 

point in time.According to the IFRS it is recommended to compile the “Statement of financial 

position” in the following form. 

 

Fig. 2.Statement of financial position. 

According to the requirements of the International Accounting Standard (IAS) № 1 

“Presentation of Financial Statements”, the nature, liquidity and function of assets in the enterprise, 

the amount, nature and terms of liabilities, should be presented by including separate items in the 

financial statement. 
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The second report submitted by enterprises is called “Statement of profit or loss and other 

comprehensive income” and this report is similar to the report on financial results prepared 

according to the National Accounting Standards and provides information about the income, 

expenses and total profit or loss of the enterprise for a certain period.Taking into consideration the 

IFRSrequirements, we recommend the following form for presenting the “Statement of profit or 

loss and other comprehensive income”: 

 

Fig. 3.Statement of financial position. 

In this report the other comprehensive income section is separated from the report developed 

in accordance with the national standard.The other comprehensive income section will often consist 

of reclassified and non-reclassified profit or loss line items.Items that will be reclassified into profit 

or loss in the future include: 

• profit or loss from available-for-sale investments; 

• profit or loss from changes in fair value; 

• profit or loss from sale; 

• profit tax on items that will be reclassified in future profits and losses. 

 Items that will not be reclassified to profit or loss in the future include: 

• profit or loss from revaluation of fixed assets; 

• profit or loss other than revaluation of fixed assets; 

• share of subsidiaries in other comprehensive income; 

• profit tax on items that will not be reclassified in future profits and losses. 

A cash flow statement is a report that shows the amount of cash inflows and outflows from 

the company’s operational activities, investment and financial activities during a certain period of 

time. 

Operational activity is the main income-generating activity of the company and other types of 

activities except for investment and financial activities. 

Investment activity is defined as the purchase and disposal of long-term assets and other 

investments that are not included in cash equivalents. 

Financial activity is an activity that results in the changes in the amount and composition of 

capital and debt funds invested by the organization. 

We offer a form of report demonstrating the movement of funds for the above three types of 

activity: 
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Fig. 4.Cash flow statement. 

Companies present cash flows for operating, investment and financial activities in compliance 

with their activities. Classification by type of activity provide users of financial statements with the 

information that enables them to assess the impact of these activities on the entity’s financial 

position and the sum of its cash and cash equivalents. This information can also be used to assess 

the interrelation between these activities. 

The same economic processes in enterprises may involve cash flows of different 

classifications. For example, if a loan repayment includes the principal and interest, the interest 

portion may be classified as an operating activity, while the principal portion may be classified as a 

financing activity. 

The fourth form of financial reporting provided by enterprises is called “Statement of changes 

in equity” and it represents the report that shows changes in the capital of the enterprise over a 

certain period of time. 

This report is a type of report that classifies the distribution of dividends for common and 

preferenceshares, from the change in equity or the change in market value, formation of reserve 

funds, from retained earnings. 

 

Fig. 5.Statement of changes in equity.  
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For each part of equity the company must present the analysis by item of other comprehensive 

income in the statement of changes in equity or in the notes.It will be required to provide the amount 

of dividends recognized as the amount distributed to owners during the period and the amount of 

dividends per sharein the statement of changes in equity or in the notes. 

 

Discussion 

In financial reports, together with information such as assets, liabilities, capital, income and 

expenses of the company it is appropriate to present the following information to consumers of 

financial reports: 

─ location of the company; 

─ the organizational legal form of the company; 

─ the country where the company has been established, legal address; 

─ the description of the nature of the company’s organizational operations and core 

business; 

─ the name of the parent organization and the final parent organization of the company; 

─ information about the period of the company’s activity if this period is limited. 

It can be concluded that financial statements are the source of comparative indicators that are 

the first and main assessment of the company.If the financial statements are prepared in a way that 

entirely meets the international standards, the information environment required for the investors 

will be provided, as a result, the investment attractiveness and investment flow will increase. 
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