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In recent years, the necessity of fundamental reform of the accounting of economic entities operating
in the Republic of Uzbekistan has become clear, especially the issue of approximation and adaptation of
national accounting standards to international standards is becoming a need of the hour.

For this purpose, a number of regulatory and legal documents on accounting reform have been adopted.
They include the following (Figure 3.1).

In these normative legal documents, the problematic areas of application of international standards of
financial reporting and auditing in our country are determined and the tasks of their elimination are indicated.
Also, these regulatory legal documents define the tasks of training teaching staff and practitioners working
in the field of accounting and auditing based on the requirements of international standards and regularly
improving their qualifications. Fulfillment of these tasks serves to speed up the process of applying
international standards of financial reporting and auditing to the activities of economic entities.
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At this point, it is necessary to take into account one more aspect, that is, keeping the accounting of
economic entities operating in our republic based on the requirements of international standards is

considered one of the urgent issues of the present day.
Therefore, adapting and reforming the transition to IFRS to the sectors of the economy, researching

its theoretical and methodological aspects and existing problems is the necessity of the same time.

Normative legal documents adopted in the field of accounting and auditing

Decision of the President of the Republic of Uzbekistan dated
September 19, 2018 on measures to further develop audit activities in
the Republic of Uzbekistan PQ No. 3946

Decree of the President of the Republic of Uzbekistan
dated April 24, 2015 No. PF 4720 on measures to
introduce modern corporate management methods in
joint-stock companies

Deuspn No. PQ_4_611 of the President of the Decree of the President of the Republic of Uzbekistan dated March
Rep.u_bllc of Uzbekistan date.d_ Febru_ary 24, _2020 on 2, 2020 No. PF-5943 on the implementation of the Strategy of
aaditional mefasure.s to trans!tlon {o international Actions in five priority areas of development of the Republic of
standards of financial reporting Uzbekistan in the year of development of science and digital

economy in 2017-2021 (paragraph 150)

Resolution No. 171 of the Cabinet of Ministers of the Republic of Uzbekistan of April 11, 2022 on the approval of the regulation on the
procedure for the recognition of international auditing standards for use in the territory of the Republic of Uzbekistan

Figure 3.1. Normative legal documents adopted in the field of accounting and auditing*
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The need to move to (IFRS) in the field of accounting is manifested in the following (Figure 3.2).

During the transition of the economy of Uzbekistan to the digital economy, it is appropriate to apply
measures aimed at adapting the national accounting system (IFRS), in particular, to comply with the
requirements of (IFRS) when reflecting transactions related to obligations, creditors and mandatory
payments in the balance sheet.

Liabilities are one of the main elements in the accounting of economic entities that form information
about their financial status. However, in the economy of Uzbekistan, economists usually use the terms
"Property" instead of the term "Assets™ and "Liabilities" instead of the term "Liability",

In our opinion, misunderstandings in terms are caused by the existence of different approaches to the
liability category from the legal, economic and accounting point of view. Assets are defined as "Resources"
using the term "Economic Assets" and liabilities are used as "Sources of Economic Funds".

Based on the existing theoretical approaches to the formation of the financial statement (accounting
balance sheet), it should be noted that (IFRS) is considered a normative approach, and in our opinion, the
main emphasis in accounting and report preparation is on the causes of problems in the accounting of
liabilities and methods of solving the problems encountered. it is appropriate to direct research.

Generally, (IFRS) brings different approaches of accounting in the countries of the world into a unified
view and adapts to the sudden economic changes that may occur in the context of the globalization of the
economy. Thus, we found it appropriate to make the following points regarding disclosure of the nature of
liability accounting in accordance with national accounting standards and (IFRS) in Uzbekistan:

for the purposes of aligning liability accounting with national accounting standards (IFRS), it is
necessary to reveal a clear definition of the currently controversial concept of "Liability” and the conceptual
basis of liability accounting consistent with international standards;

It is necessary to include the criteria and classification of obligations for accounting obligations in
accordance with national accounting standards and (IFRS);

Currently, the procedure for accounting for estimated liabilities is not disclosed in the National
Accounting Standards, therefore, it is necessary to include the recognition criteria for estimated liabilities in
accordance with (IFRS) and to introduce their evaluation at fair value;

It is necessary to recognize the accounting of financial obligations in the national accounting standards
as part of financial instruments in accordance with IFRS, in particular, to consider the debtor and creditor
liabilities in the national accounting standards in accordance with the requirements for the types of financial
instruments.

Despite the fact that the current norms of the legislation of the Republic of Uzbekistan allow the
implementation of (IFRS) principles, local accountants who are familiar with (IFRS) do not have the
necessary skills to apply the international rules of accounting in practice.

Also, if the preparation of the financial report does not provide enough information to form a complete
picture of the company's financial condition, financial indicators and changes in the financial condition, the
company's financial report must include appropriate additional indicators and explanations. The inclusion of
additional indicators and explanations in these financial statements (IFRS) is included among the main
measures. It is not a secret that in the practice of accounting of our republic, financial reports are prepared
mainly for tax authorities, that is, the cases where the prepared financial reports are focused on tax purposes
or the payment of taxes occupy the main place.

One of the problems faced by business entities in preparing financial statements based on (IFRS) is
that the methods defined in the Tax Code do not fully correspond to the principles of international standards
of financial reporting.

As aresult of the research, proposals were developed to improve the analytical calculation of liabilities.
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It is known that the profit tax is one of the main taxes that stimulate business activity. Also, according to the
requirements of the Tax Code, there will always be differences between profit tax accounting and tax
accounting. Therefore, it was proposed to include the working account 6420 - "Debts on profit tax" in the
account 6400 - "Accounts for recording debts on payments to the budget”. Correspondence of accounts on
working account 6420 - "Debts on profit tax™ is presented in Figure 3.3 below.

6420 - "Profit tax liabilities" working account ensures that inconsistencies between accounting and tax
accounting are avoided, and the obligations on profit tax are correctly reflected in the reporting period.

DT 6420 KT
DT 5110 KT DT 9810 KT
Profit tax paid to the Profit tax calculated
budget

Figure 3.3. 6420-correspondence of accounts on the working order
""debts on income tax'*

In the chart of accounts, 6100-"Accounts payable to separate units, subsidiaries and dependent
economic societies™ is allocated. However, there are no accounts to reflect liabilities to partners and joint
ventures in accounting. Therefore, it is appropriate to include working accounts 6992-"Accounts payable to
partner enterprises”, 6993-"Accounts payable to joint enterprises”, 7992-"Long-term debts to partner
enterprises™ and 7993-"Long-term debts to joint enterprises” in the plan of working accounts. we found

In the credit of working accounts 6992-"Accounts payable to partner enterprises™ and 6993-"Accounts
payable to joint enterprises” current liabilities to partners and joint enterprises are reflected in connection
with accounts accounting for inventory, cash, expenses, etc. (Table 3.2).

Table 3.2

Accounting entries for proposed working accounts 6992-"*Accounts payable to joint ventures™

and 6993-""Accounts payable to joint ventures' 3

- . Connection of accounts
Content of economic transactions - -
Debit Credit
Asset! ived fi rt d joint vent 0710-0890, 1010-1120, 2810-
ssets were received from partners and joint ventures 6992, 6993
2990
Inventories received from partners and joint ventures were received 1510 6992, 6993
Diff inth | f 1 tori ived f t d joint t
|_ erences in the value of Inventories received from partners and joint ventures 1610 6992, 6993
were taken into account
The services provided by partners and joint ventures in terms of primary and
secondary production, service economy, general production and management needs were | 2010, 2310, 2510, 2710, 9420 6992, 6993
accepted.
Semi-finished products from partners and joint ventures were accepted 2110 6992, 6993
The services provided by partners and joint ventures were included in the expenses
SrVICEs proviced by p Jointventures were incluced in the exp 3190 6992, 6993
of the next period

2 Compiled by the author
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Cash receipts from partners and joint ventures (for referrals) 5010 6992, 6993
Funds were received from partners and joint ventures 5110-5530 6992, 6993
Cash equivalents were received from partners and joint ventures 5610 6992, 6993

The procedure for transferring accounting entries on working accounts 7992-"Long-term debts to
partner enterprises” and 7993-"Long-term debts to joint enterprises” is reflected
in table 3.3.

Table 3.3
Accounting entries for the proposed working accounts 7992-""Long-term debts to joint
ventures' and 7993-""Long-term debts to joint ventures' *

. . Connection of accounts
No Content of economic transactions - -
Debit Credit
1. Assets were received from partners and joint ventures 0710-0890, 1010-1120, 2810~
7992, 7993
2990
2. Inventories received from partners and joint ventures were received 1510 7992, 7993
The service provided by partners and joint ventures was taken into account in the purchase 0710-0720, 0810-0890 7992, 7993
of installed equipment and capital investments
4. Long-term debts to partners and joint ventures were transferred to the current part 7992, 7993 6992, 6993

The above-mentioned working accounts serve to clearly reflect the obligations to partners and joint
ventures in the financial statements prepared by the joint-stock company and to increase the transparency of
reporting information.

The results of the research presented above show that recognition, measurement, evaluation,
accounting and reporting of obligations are appropriate in accounting for obligations in the practical
activities of enterprises and ensuring the reliability of indicators of obligations in the report.

For these purposes, we would like to make the following proposals for solving the problems of
accounting for liabilities and improving the regulation of accounting for liabilities in the national accounting
standards:

improvement of the conceptual bases of accounting of liabilities;

development of regulatory documents to take into account certain types of obligations;

improving the provision of open and reliable information for all users of financial statements, not only
for tax purposes, in accounting for obligations;

improvement of reporting requirements regarding the obligations of enterprises in reporting;

Accounting in the proposed additional synthetic analytical accounts in accordance with the National
Accounting Standards (IFRS) for liability accounting.

If we pay attention to the international standards of financial reporting, it is envisaged to form reserves
for restructuring as part of the evaluated obligations. According to National Accounting Standards No. 37
entitled "Assessable Liabilities, Contingent Liabilities and Contingent Assets", "restructuring is a program
planned and controlled by the management when the scope of activities performed by the enterprise or the
methods of carrying out these activities have changed significantly."”

Figure 3.4 shows examples of restructuring.
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Examples of restructuring

Sale or termination of the Closure of branches in a country or
activity territory or transfer of business
operations from one country or
territory to another

Changes in the management
structure, for example, giving
up some level of management
Fundamental reorgamization that
significantly affects the nature and
direction of the organization's
activities

Figure 3.4. Examples of restructuring®
As a result of the research, it was proposed to include the working account 6991-"Obligations related

to restructuring” in the accounting policy in order to correctly form accounting information and ensure
financial stability. Correspondence of accounts on this working account is reflected in Figure 3.5.

DT 6991 KT
DT
5110 KT DT 9430 KT
Commitment to restructuring A commitment to restructuring has
covered been formed
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Figure 3.5. Correspondence of accounts on working account 6991 "Obligations related to
restructuring' ®
The reflection of the obligations associated with restructuring in the structure of the assessed
obligations serves to rationally plan the activities of the Joint-Stock Company, correctly formulate
accounting information and ensure financial stability.
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