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Executive Summary

The global landscape of financial reporting is governed by a diverse array of accounting standards, ranging from country-specific

Generally Accepted Accounting Principles (GAAP) to internationally recognized frameworks like the International Financial

Reporting Standards (IFRS). While over 170 jurisdictions now use or permit IFRS in whole or in part (Source: www.ifrs.org)

(Source: www.ifrs.org), many countries maintain their own local standards tailored to national legal and economic environments.

For example, the United States mandates U.S. GAAP (set by the Financial Accounting Standards Board, FASB) for domestic issuers

(Source: www.ifrs.org), whereas Germany requires IFRS (as endorsed by the EU) only for listed-company consolidated accounts,

with domestic statutory accounts prepared under the Handelsgesetzbuch (HGB) (Source: www.ifrs.org). Similarly, China has

developed its own Chinese Accounting Standards for Business Enterprises (CASBE), which are largely converged with IFRS but

applied through a national process (Source: www.ifrs.org), and Japan permits IFRS as one of four reporting frameworks (alongside J-

GAAP and a national variant of IFRS) but does not require it (Source: www.ifrs.org).

Across jurisdictions, the entity responsible for setting and authorizing the standards differs. The IASB (International Accounting

Standards Board) underpins IFRS globally, while national bodies such as FASB (USA), the UK FRC (Financial Reporting Council),

Germany’s Ministry of Justice (via HGB), and India’s Ministry of Corporate Affairs (via Ind AS) maintain country-specific GAAP. These

frameworks continue to evolve: IFRS itself has undergone continuous updates (e.g. IFRS 16 on leases and IFRS 17 on insurance

contracts), and the FASB-SEC process is gradually converging U.S. GAAP with IFRS on areas like revenue recognition and leases

(Source: www.cpajournal.com) (Source: www.cpajournal.com). Despite convergence efforts (e.g. the Norwalk Agreement of 2002

(Source: www.cpajournal.com), substantive differences remain – for instance, IFRS generally prohibits LIFO inventory valuation

while U.S. GAAP allows it (Source: www.cpajournal.com), and IFRS requires capitalization of qualifying development costs (which

U.S. GAAP expenses) (Source: www.cpajournal.com).

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://houseblend.io/articles/netsuite-multi-entity-financial-management
https://houseblend.io/articles/netsuite-multi-entity-financial-management
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=Standards%2C%C2%A0we%20monitor%C2%A0the%C2%A0application%C2%A0of%20those%20standards%20in,complete%20profiles%20for%20169%20jurisdictions
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,be%20equivalent%20to%20IFRS%20Standards
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/china//#:~:text=IFRS%20Accounting%20Standards%20are%20required,not%20required%20for%20domestic%20public
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/japan/#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://houseblend.io/articles/netsuite-suiteflow-revenue-automation
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=deferred%20income%20taxes%3B%20yet%20despite,41
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=Lease%20accounting
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=,and%20actual%20disclosures%2C%20clearly%20indicated
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=extent%20of%20IFRS,the%20largest%20adjustments%20to%20asset
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This report provides an in-depth, country-by-country survey of accounting standards worldwide. It traces their historical origins,

explains major differences between frameworks, examines who issues and updates them, and explores case studies and empirical

findings on their effects. We also discuss the ongoing evolution of standards (such as sustainability and digital reporting initiatives)

and consider future implications for global capital markets and financial reporting quality. Throughout, we support all claims with

extensive references to authoritative sources.

Introduction and Background

Accounting standards establish the principles and rules companies use to record and report financial information. They include

the recognition, measurement, presentation, and disclosure criteria for financial statements. The primary objectives of such

standards are to enhance the transparency, comparability, and reliability of financial reports so that investors and

stakeholders can make informed decisions (Source: eur-lex.europa.eu) (Source: www.cpajournal.com). Historically, countries

developed their own GAAP reflecting local legal traditions, tax regimes, and capital market practices. In recent decades,

globalization and cross-border investment have driven efforts to harmonize these standards.

The most prominent international framework is the International Financial Reporting Standards (IFRS), issued by the

International Accounting Standards Board (IASB), an independent standard-setter based in London. Originally, the IASC

(International Accounting Standards Committee) issued International Accounting Standards (IAS) starting in 1973; these were

succeeded by IFRS when the IASB was established in 2001 (Source: www.cpajournal.com) (Source: www.cpajournal.com). Today,

IFRS Standards (the term now used for both new IFRS and existing IAS) are used by over 170 jurisdictions worldwide (Source:

www.ifrs.org) (Source: www.ifrs.org). In many regions, IFRS are mandatory for all or some companies (e.g. all listed companies in

the EU, Australia, and Brazil (Source: eur-lex.europa.eu) (Source: www.ifrs.org), or permitted as an option alongside local GAAP (e.g.

in Japan or Canada for certain companies (Source: www.ifrs.org) (Source: www.ifrs.org).

In parallel, some jurisdictions have chosen to converge their national GAAP with IFRS (adopting many IFRS principles into their

rulebooks) without formally adopting IFRS itself. For example, China’s set of nine Accounting Standards for Enterprises,

issued by the Ministry of Finance, was substantially overhauled starting in the early 2000s to align with IFRS on most material

aspects (Source: www.ifrs.org). Similarly, India introduced Indian Accounting Standards (Ind AS) closely modeled on IFRS (with

carve-outs for local conditions) for large and listed companies (Source: www.iasplus.com) (Source: www.ifrs.org). Other nations, like

Russia and Brazil, have likewise moved toward IFRS-like standards (Brazil now requires IFRS itself for public companies (Source:

www.ifrs.org).

However, several major economies continue to use distinct national standards. The United States stands out, as the SEC still

mandates U.S. </current_article_content>GAAP (issued by the FASB) for all domestic public companies; IFRS is not required, though

foreign issuers may file IFRS financials with the SEC (Source: www.ifrs.org). Germany, Austria, France, and some other

continental European countries retain their own civil-law–based systems (e.g. HGB in Germany, or the Plan Comptable Général in

France), even though EU law requires IFRS for consolidated accounts of publicly-traded companies (Source: www.ifrs.org) (Source:

eur-lex.europa.eu).

The evolution of accounting standards has often been shaped by political and economic factors. In 2002, the EU legislature passed

the “IAS Regulation” (Regulation EC/1606/2002) to require IFRS for all consolidated financial statements of EU public companies

from 2005 onward (Source: eur-lex.europa.eu). In 2002 the IASB and FASB agreed to the Norwalk Convergence Programme to

systematically reduce differences between IFRS and U.S. GAAP (Source: www.cpajournal.com). Over time, both boards have jointly

issued converged standards (e.g. IFRS 15 / ASC 606 on revenue, IFRS 16 / ASC 842 on leases) (Source: www.cpajournal.com). Yet,

as of 2024, the U.S. SEC has not moved forward with requiring U.S. companies to adopt IFRS, and significant differences remain

(see Section “IFRS vs U.S. GAAP”).

In this report, we systematically catalogue the major accounting frameworks by country, describe their key features and

differences, and identify the bodies that issue and update them. We trace the historical context (e.g. the development of IASC/IASB

versus FASB), assess the current state of adoption (including data on how many countries use IFRS versus other systems), and

present case studies (such as the impact of adopting IFRS on a particular company’s financials). Finally, we discuss implications for

stakeholders (investors, preparers, regulators) and anticipate future directions (digital reporting, sustainability standards, and

continued convergence efforts). Throughout, authoritative sources – including official IFRS Foundation profiles, regulatory

documents, academic studies, and professional analyses – are cited to substantiate all claims.

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://houseblend.io/articles/netsuite-erp-ipo-readiness-guide
https://houseblend.io/articles/netsuite-public-company-compliance
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=deferred%20income%20taxes%3B%20yet%20despite,41
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=Standards%2C%C2%A0we%20monitor%C2%A0the%C2%A0application%C2%A0of%20those%20standards%20in,complete%20profiles%20for%20169%20jurisdictions
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=169%20jurisdictions
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/japan/#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/china//#:~:text=IFRS%20Accounting%20Standards%20are%20required,not%20required%20for%20domestic%20public
https://www.iasplus.com/en/resources/ifrs-topics/adoption-of-ifrs/#:~:text=%2A%20,17
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=Standards%2C%C2%A0we%20monitor%C2%A0the%C2%A0application%C2%A0of%20those%20standards%20in,complete%20profiles%20for%20169%20jurisdictions
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=Lease%20accounting
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Overview of Global Accounting Frameworks

Accounting standards worldwide can be grouped into a few major categories:

International Financial Reporting Standards (IFRS): Principles-based standards issued by the IASB. Widely adopted or

permitted globally (Source: www.ifrs.org) (Source: www.ifrs.org).

U.S. GAAP (US GAAP): Rules-based standards issued by the Financial Accounting Standards Board (FASB), mandated by the

U.S. SEC for domestic public companies (Source: www.ifrs.org).

Country-specific GAAP: Examples include German HGB, French PCG, Italian OIC, Japanese GAAP (J-GAAP), Chinese

ASBE, Indian Ind AS (a converged GAAP), etc. These often reflect local legal/tax environments.

Regional standards: The European Union endorses IFRS for listed companies; the ASEAN region has seen moves to

harmonize standards (e.g. Singapore, Malaysia, Philippines use IFRS-based rules).

IFRS for SMEs: A simplified IFRS variant for small and medium enterprises, issued by the IASB. Various countries allow or

require it for non-public firms.

Sector-specific standards: Some countries have special accounting rules for banks, insurance, or utilities, in addition to the

general GAAP.

A condensed summary for selected jurisdictions is given in Table 1. It highlights each country’s primary financial reporting

framework(s), the standard-setter, and whether IFRS is mandatory or optional for listed entities. Across regions, we see that IFRS

(or an IFRS-equivalent) is required or permitted in most major economies except the U.S.; concurrently, many countries maintain

local GAAP for domestic (especially small) companies.

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=Standards%2C%C2%A0we%20monitor%C2%A0the%C2%A0application%C2%A0of%20those%20standards%20in,complete%20profiles%20for%20169%20jurisdictions
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
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JURISDICTION PRIMARY ACCOUNTING STANDARDS STANDARD SETTER IFRS ADOPTION STATUS

United

States

U.S. GAAP (Fin. Accounting Standards

Board) (Source: www.ifrs.org)
FASB/SEC

IFRS not required for domestic public

companies; US GAAP mandated

(Source: www.ifrs.org). Foreign issuers

may use IFRS.

United

Kingdom

IFRS for consolidated accounts (UK-

endorsed IASB standards) (Source:

www.ifrs.org); FRS 102 (UK GAAP based

on IFRS for SMEs)

FRC (UK)

IFRS required for listed-group

consolidated financial statements

(Source: www.ifrs.org). UK GAAP (FRS

102/105) applies to other companies.

European

Union (‡)

IFRS (IAS Regulation) for listed

companies; local GAAP (e.g. HGB, PCG)

for others (Source: eur-lex.europa.eu)

(Source: www.ifrs.org)

- (EU endorsement

& national GAAP

setters)

IFRS required in consolidated

statements of EU listed firms since

2005 (Source: eur-lex.europa.eu); local

GAAP (e.g. HGB in Germany) still used

for statutory accounts.

Germany

HGB (Handelsgesetzbuch) for statutory

accounts; IFRS (EU-adopted) for listed

consolidated accounts (Source:

www.ifrs.org)

German

Ministry/Institute of

Auditors

IFRS required for consolidated

statements of all domestic companies

with securities on regulated markets

(Source: www.ifrs.org); local GAAP

(HGB) used otherwise.

Canada
IFRS for publicly accountable entities;

ASPE (private GAAP) for others
CPA Canada, AcSB

IFRS required for all publicly

accountable enterprises since 2011

(Source: www.ifrs.org) (with limited

exceptions allowing US GAAP).

Australia/NZ
Australian/NZ equivalents to IFRS

(AASB/NZIASB)

AASB (AU), XRB

(NZ)

IFRS required via local equivalents for

all reporting entities, including listed

and financial institutions (Source:

www.ifrs.org).

Japan

J-GAAP (Japanese GAAP); JMIS (modified

IFRS); IFRS; US GAAP (choice for some

issuers)

ASBJ (Japan)

IFRS permitted but not required

(Source: www.ifrs.org). Listed

companies may use IFRS voluntarily

(IFRS has smaller adoption).

China

China ASBE (Accounting Standards for

Business Enterprises) converged with

IFRS (Source: www.ifrs.org)

Ministry of Finance

Local GAAP closely aligned to IFRS

(Source: www.ifrs.org); IFRS per se not

mandatory. Some large entities (e.g.

with Hong Kong listings) use IFRS.

India
Ind AS (converged IFRS), Indian GAAP

(old)

MCA/Institute of

Chart. Acc. India

Ind AS (IFRS-like) applied to specified

companies (phase-in since 2016); IFRS

itself is not adopted (Source:

www.iasplus.com).

Brazil CPC pronouncements (aligned with

IFRS)

CMN/CVM & CPC IFRS required for all listed companies

and financial institutions since 2010

(Source: www.ifrs.org). Local IFRS-for-

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/united-kingdom#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/united-kingdom#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/canada/#:~:text=IFRS%20Accounting%20Standards%20are%20required,companies%20to%20use%20US%20GAAP
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/australia/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/japan/#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/china//#:~:text=IFRS%20Accounting%20Standards%20are%20required,not%20required%20for%20domestic%20public
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/china//#:~:text=IFRS%20Accounting%20Standards%20are%20required,not%20required%20for%20domestic%20public
https://www.iasplus.com/en/resources/ifrs-topics/use-of-ifrs?set_language=en#:~:text=IN%20%20,IFRSs%20not%20permitted
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
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JURISDICTION PRIMARY ACCOUNTING STANDARDS STANDARD SETTER IFRS ADOPTION STATUS

SMEs equivalent required for smaller

entities.

South Africa IFRS (with modifications by SAICA) SAICA

IFRS required for all listed and

financial entities (Source:

www.ifrs.org). IFRS for SMEs permitted

for small companies.

France
French GAAP (Plan Comptable Général),

IFRS for EU listed

ANC (Autorité des

Normes

Comptables)

IFRS permitted (and required in

consolidated statements of listed

groups by EU law) (Source:

www.ifrs.org). French GAAP applies to

domestic companies.

Switzerland
Swiss GAAP FER (private companies),

IFRS/US GAAP allowed for listed
FER Foundation

IFRS permitted but not required

(Source: www.ifrs.org). Many Swiss

firms use Swiss GAAP FER or IFRS.

Others

Various (e.g. South Korea uses K-IFRS

(IFRS-equivalent); many ASEAN nations

use IFRS-based standards; some CIS

countries (e.g. Russia) are converging to

IFRS)

Local bodies/cpc

Status varies: many emerging markets

mandate or permit IFRS; others

maintain national GAAP with

convergence programs.

*‡ EU members (except UK) require “IFRS as endorsed by the EU” for consolidated listings since 2005 (Source: eur-lex.europa.eu).

(Sources: IFRS Foundation jurisdiction profiles (Source: www.ifrs.org) (Source: www.ifrs.org) (Source: www.ifrs.org) (Source:

www.ifrs.org) (Source: www.ifrs.org) (Source: www.ifrs.org) (Source: www.ifrs.org); national sources.)

The table above is illustrative rather than exhaustive. It highlights that IFRS Standards (as issued by the IASB) now permeate

much of the world’s financial reporting, even in places with strong local traditions. Many economies either allow IFRS as an option

or have rebranded IFRS to suit local endorsement (e.g. “UK-adopted IFRS” or “EU-IFRS” with minor tweaks). In contrast, the U.S.

GAAP regime remains largely insular, making the U.S. one of the few major economies not to converge formally to IFRS (Source:

www.ifrs.org). Notably, though IFRS is optional in many jurisdictions, practical factors (cross-border capital raising, multinational

company decisions) increasingly pressure global firms to apply IFRS anyway.

Below we examine major accounting frameworks in more detail, including their philosophical differences, standard-setting

processes, and recent developments.

The International Financial Reporting Standards (IFRS)

Evolution and Standard-Setting

The International Financial Reporting Standards (IFRS) system traces back to 1973 when accounting professionals from nine

countries formed the International Accounting Standards Committee (IASC) to issue global accounting standards (Source:

www.cpajournal.com). The IASC issued IAS (International Accounting Standards) over the next decades. In 2001, a new

independent body, the IASB (International Accounting Standards Board), took over and began issuing standards under the name

IFRS to mark a fresh start (Source: www.cpajournal.com) (Source: www.cpajournal.com). Today, the IASB is part of the IFRS

Foundation, a not-for-profit organization based in London (with a monitoring board of international capital market authorities). The

IASB has 14 members from around the world, with public transparent due-process for developing and issuing standards.

Accompanying the IASB is the IFRS Interpretations Committee (IFRIC), which provides guidance on adapting IFRS to specific issues.

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/south-africa/#:~:text=IFRS%20Accounting%20Standards%20are%20required,its%20JSE%20listing%20is%20secondary
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/switzerland/#:~:text=IFRS%20Accounting%20Standards%20are%20required,Permitted
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/japan/#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/canada/#:~:text=IFRS%20Accounting%20Standards%20are%20required,companies%20to%20use%20US%20GAAP
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/south-africa/#:~:text=IFRS%20Accounting%20Standards%20are%20required,its%20JSE%20listing%20is%20secondary
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/switzerland/#:~:text=IFRS%20Accounting%20Standards%20are%20required,Permitted
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=identify%20the%20differences%20they%20exhibit,continue%20for%20the%20foreseeable%20future
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
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IFRS are principles-based standards, emphasizing broad guidance and professional judgment rather than detailed rules. This

contrasts with rule-based systems like old U.S. GAAP. The IASB’s conceptual framework sets out objectives (e.g. providing decision-

useful information) and qualitative characteristics (e.g. relevance, faithful representation). IFRS require fair value measurement in

many instances (e.g. investment property, financial instruments), whereas conservative values (including historic costs) are allowed

if providing relevant information (Source: www.cpajournal.com). The notion of prudence (never understating liabilities) is present

but balanced by the goal of neutrality, unlike some creditor-oriented regimes.

Since the 2000s, IFRS have been widely adopted globally. As of 2024, the IFRS Foundation reports complete profiles for 169

jurisdictions that use or plan to use IFRS (Source: www.ifrs.org). Many jurisdictions either require IFRS for all publicly accountable

entities (e.g. listed companies, banks) or permit them. Figure 1 (below) summarizes current IFRS adoption around the world (based

on IFRS Foundation data as of 2024).

By region, IFRS is almost universal in Europe (due to the 2002 IAS Regulation mandating IFRS for consolidated statements of listed

companies from 2005 (Source: eur-lex.europa.eu), Australia/New Zealand, Canada (since 2011) (Source: www.ifrs.org), and

South America (most countries converted to IFRS-equivalent systems in the 2000s). In Asia, the picture is mixed: Hong Kong,

Singapore, Malaysia, and several other economies have adopted IFRS or IFRS-based standards; China and India have IFRS-

converged standards (ASBE and Ind AS, respectively) but not full IFRS adoption (Source: www.ifrs.org) (Source: www.iasplus.com).

Africa has mostly embraced IFRS (e.g. South Africa requires it (Source: www.ifrs.org), many Anglophone and Francophone countries

use IFRS or IFRS-derived standards). Middle East is increasingly adopting IFRS standards as well, with GCC countries moving to

IFRS for listed firms. Only a few holdouts exist (notably the U.S., which we cover next).

Table 2 below lists some key global players, the status of IFRS, and the main standard setter(s) in each.

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=Standards%2C%C2%A0we%20monitor%C2%A0the%C2%A0application%C2%A0of%20those%20standards%20in,complete%20profiles%20for%20169%20jurisdictions
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/canada/#:~:text=IFRS%20Accounting%20Standards%20are%20required,companies%20to%20use%20US%20GAAP
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/china//#:~:text=IFRS%20Accounting%20Standards%20are%20required,not%20required%20for%20domestic%20public
https://www.iasplus.com/en/resources/ifrs-topics/use-of-ifrs?set_language=en#:~:text=IN%20%20,IFRSs%20not%20permitted
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/south-africa/#:~:text=IFRS%20Accounting%20Standards%20are%20required,its%20JSE%20listing%20is%20secondary
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COUNTRY/REGION USE OF IFRS STANDARD-SETTER(S) NOTES

United States
Not adopted (US GAAP only)

(Source: www.ifrs.org)

Financial Accounting

Standards Board (FASB); SEC

requires US GAAP

IFRS permitted only for foreign

issuers.

European Union

Required (EU-endorsed IFRS) for

listed firms (Source: eur-

lex.europa.eu)

IASB (endorsed by EC);

national GAAP bodies (e.g.

Germany HGB law)

National GAAP for statutory

reports.

United Kingdom
Required for LSE-listed

companies (Source: www.ifrs.org)

Financial Reporting Council

(UK)

IFRS as issued by IASB (with few

UK-specific mods) for listed

groups; UK GAAP (FRS 102/105)

for others.

Japan
Permitted (IFRS one option)

(Source: www.ifrs.org)

Accounting Standards Board

of Japan (ASBJ)

J-GAAP and a Japanese IPO-IFRS

(modified IFRS) also allowed.

Voluntary IFRS adoption by

some.

China
Not required (CASBE converged

with IFRS) (Source: www.ifrs.org)

Ministry of Finance (ASBE

pronouncements)

IFRS-BASIS for dual-listed/HK-

listed cos; ongoing convergence

projects.

India
Not adopted IFRS (uses Ind AS)

(Source: www.iasplus.com)

Ministry of Corporate Affairs /

ICAI

Ind AS closely mirrors IFRS with

some carve-outs.

Canada
Required for public companies

(Source: www.ifrs.org)
CPA Canada / AcSB

IFRS required since 2011 for

publicly accountable entities.

Australia

Required via AASB-IFRS

(Australian equivalents) (Source:

www.ifrs.org)

Australian Accounting

Standards Board (AASB)

All reporting entities use IFRS-

based AASB standards.

Brazil

Required (CPC

pronouncements/IFRS) (Source:

www.ifrs.org)

Comitê de Pronunciamentos

Contábeis (CPC)

IFRS required for all listed and

financial institutions.

South Africa
Required (IFRS) (Source:

www.ifrs.org)

South African Institute of

Chartered Accountants

(SAICA)

IFRS required for all JSE-listed.

IFRS for SMEs optional.

Russia
Mostly converged, partly adopted

IFRS for banks

Ministry of Finance (RAS

conversion)

Corporate and especially banks

use IFRS (de facto IFRS).

Others See national profiles
e.g. ICAEW (UK GAAP), DITC

(Nigeria), etc.

Many other emerging markets

either use IFRS or have IFRS-like

GAAP (e.g. K-IFRS in Korea).

Table 2. IFRS adoption status and standard setters in major jurisdictions (sources: IFRS Foundation and national regulators (Source:

www.ifrs.org) (Source: eur-lex.europa.eu) (Source: www.ifrs.org) (Source: www.ifrs.org) (Source: www.ifrs.org) (Source:

www.ifrs.org).

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/united-kingdom#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/japan/#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/china//#:~:text=IFRS%20Accounting%20Standards%20are%20required,not%20required%20for%20domestic%20public
https://www.iasplus.com/en/resources/ifrs-topics/use-of-ifrs?set_language=en#:~:text=IN%20%20,IFRSs%20not%20permitted
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/canada/#:~:text=IFRS%20Accounting%20Standards%20are%20required,companies%20to%20use%20US%20GAAP
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/australia/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/south-africa/#:~:text=IFRS%20Accounting%20Standards%20are%20required,its%20JSE%20listing%20is%20secondary
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/united-states/#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://eur-lex.europa.eu/legal-content/EN/LSU/?uri=celex%3A32002R1606#:~:text=as%20international%20accounting%20standards%20,of%20raising%20capital%20for%20companies
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/japan/#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/canada/#:~:text=IFRS%20Accounting%20Standards%20are%20required,companies%20to%20use%20US%20GAAP
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/brazil#:~:text=IFRS%20Accounting%20Standards%20are%20required,
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/south-africa/#:~:text=IFRS%20Accounting%20Standards%20are%20required,its%20JSE%20listing%20is%20secondary
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IFRS for SMEs

In many countries, full IFRS may be optional or too complex for small private companies. To address this, the IASB issued the IFRS

for SMEs Standard (in 2009, updated periodically) – a self-contained, simplified set of standards comprising about 230 pages

(versus over 3,000 pages for full IFRS) (Source: www.frc.org.uk). The IFRS for SMEs reduces disclosure requirements, omits some

recognition rules, and tailors measurements for a non-public entity context. Country adoption varies: the UK (via FRS 102) and

other jurisdictions have adopted versions of IFRS for SMEs, while some (like Germany’s Bundesanzeiger regulations) permit SMEs to

use it. IFRS Foundation notes that IFRS for SMEs is “required or permitted” in some jurisdictions (e.g. permitted in France and

Spain (Source: www.ifrs.org) and “used as a base” for UK GAAP (Source: www.ifrs.org). The global uptake of IFRS for SMEs has been

slower than full IFRS, but it increasingly influences national small-entity standards or optional frameworks (such as national Small

Entities GAAP).

IASB Standard-Setting Process and Recent IFRS Updates

The IASB continues to issue and revise standards through an open consultative process. Recent major IFRS standards include:

IFRS 16 (Leases), effective 2019: Introduces a single lessee accounting model, requiring recognition of right-of-use assets and

liabilities for almost all leases (eliminating the old operating lease vs finance lease distinction under IAS 17). This aligns US

GAAP (ASC 842) and IFRS 16 more closely, though some difference in classification and transition approach remain (Source:

www.cpajournal.com).

IFRS 15 (Revenue from Contracts with Customers), effective 2018: Converged with US GAAP’s ASC 606 – a five-step

model for revenue recognition applicable globally.

IFRS 9 (Financial Instruments), effective 2018: New hedge accounting model and expected credit loss impairment

(replacing IAS 39).

IFRS 17 (Insurance Contracts), effective 2023: Comprehensive overhaul of insurance accounting, superseding local

standards. (Notably, India has notified Ind AS 117 based on IFRS 17 in 2024 (Source: www.iasplus.com).)

Ongoing projects include fair value measurement improvements, digital reporting taxonomy, and sustainability-related financial

disclosures (via the new IFRS Sustainability Disclosure Standards, not covered in this report).

The IASB issues Interpretations (IFRIC/SIC) to clarify or expand on existing standards, and issues them after exposure drafts.

Importantly, changes become mandatory only after formal effective dates, which can lag the issuance date, allowing countries time

to endorse them (especially in the EU joint endorsement process). Overall, the IFRS framework is dynamic, aiming to keep pace

with global financial innovation.

United States GAAP (U.S. GAAP)

The United States has its own robust financial reporting regime, colloquially known as U.S. GAAP. These standards are codified by

the FASB (Financial Accounting Standards Board), an independent private-sector organization. The U.S. Securities and Exchange

Commission (SEC) – a federal agency – has statutory authority to set accounting standards for public companies, but it delegates

this role to FASB while providing oversight.

History and Structure

Originally, U.S. GAAP was developed by the AICPA’s Accounting Principles Board (APB) and earlier committees (e.g. CAP, APB) in the

mid-20th century. In 1973, FASB was established to create a more formalized standards-setting process. FASB issues Accounting

Standards Updates (ASUs) that update the FASB Accounting Standards Codification (ASC). Unlike the IFRS system, U.S. GAAP

was historically more rules-based and detailed, reflecting responses to accounting dilemmas as they arose.

Major milestones include:

Sarbanes-Oxley Act of 2002 (SOX): Strengthened U.S. financial reporting rules and corporate governance after accounting

scandals; created the PCAOB to oversee auditors.

Norwalk Agreement (2002): FASB and IASB agreed on a convergence program (Source: www.cpajournal.com). However, by

2010s formal convergence had slowed, and the SEC ultimately did not mandate IFRS for U.S. companies.

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.frc.org.uk/library/standards-codes-policy/accounting-and-reporting/uk-accounting-standards/frs-102/#:~:text=The%20requirements%20in%20FRS%20102,standards%20and%20IFRS%20Accounting%20Standards
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction#:~:text=Standards%2C%C2%A0we%20monitor%C2%A0the%C2%A0application%C2%A0of%20those%20standards%20in,complete%20profiles%20for%20169%20jurisdictions
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/united-kingdom#:~:text=to%20use%20IFRS%20Accounting%20Standards,
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=Lease%20accounting
https://www.iasplus.com/en/resources/ifrs-topics/adoption-of-ifrs/#:~:text=%2A%20,17
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=IASB%2C%20agreed%20to%20a%20formal,IFRS%20differences%2C%20in
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Key Differences from IFRS

By design, U.S. GAAP and IFRS share broad objectives but differ in approach. Important contrasts include:

Inventory: U.S. GAAP allows Last-In-First-Out (LIFO) valuation; IFRS prohibits LIFO (permitting only FIFO or weighted-average)

(Source: www.cpajournal.com). This can significantly affect cost of goods sold and balance sheet valuations if LIFO is used.

Development costs: IFRS permits capitalization of development costs (post-technical feasibility), whereas U.S. GAAP

generally expenses all research and development costs, leading to differences in reported assets (Source:

www.cpajournal.com). (For example, Toyota’s first-time IFRS adoption in 2020–21 capitalized ¥611 billion of development costs

that had been expensed under US GAAP, a major adjustment (Source: www.cpajournal.com).)

Balance sheet format: IFRS does not prescribe a fixed income statement or statement of financial position format, allowing

either the presentation of liquidity or by function. U.S. GAAP has more rigid single-step or multi-step P&L formats.

Extraordinary items: IFRS prohibits classifying items as “extraordinary”; U.S. GAAP formerly allowed it (though FASB also

eliminated most extraordinary criteria in 2015).

Fair value vs cost: IFRS often encourages fair value re-measurement (e.g. of investment property, associates, financial

instruments), while U.S. GAAP historically is more conservative (e.g. investment property typically carried at cost).

Consolidation: Both frameworks use a control model (IFRS 10 vs ASC 810), but with differing details (e.g. dealing with variable

interest entities, substantive versus protective rights).

Financial Instruments: IFRS 9 vs U.S. GAAP ASC 326 introduced expected credit loss models in similar timeframes,

converging these practices, but other areas (bifurcation, embedded derivatives) still vary.

Presentation of comprehensive income: IFRS requires all non-owner changes in equity (OCI) to be shown, with no recycling

to profit or loss, whereas U.S. GAAP has historically allowed some recycling of OCI to P&L under certain conditions.

Many of these differences have narrowed. Stakeholders have produced lengthy comparative guides. The CPA Journal notes that

PwC’s 2023 guide to IFRS vs. U.S. GAAP is over 236 pages long (Source: www.cpajournal.com), underscoring the remaining

complexity. Taxonomies and software must often implement two sets of standards separately. A 2024 study of eight major foreign

firms filing with the SEC (using IFRS) found that differences with U.S. GAAP remain significant and “can hamper meaningful

comparisons” (Source: www.cpajournal.com). Without resumed convergence efforts or a mandate from regulators, U.S. GAAP and

IFRS are likely to coexist with lingering gaps for the foreseeable future (Source: www.cpajournal.com).

Standard Setter and Oversight

U.S. GAAP is primarily developed by the FASB. FASB is overseen by the Financial Accounting Foundation (FAF). The deliberations

are conducted in public meetings, and guidance is published as Accounting Standards Updates and the Codification. Ultimately, the

SEC has the legal authority and requires public filers (and their auditors) to follow GAAP. For private companies, the AICPA’s Private

Company Council (PCC) can determine modifications to U.S. GAAP to make it more appropriate for non-public entities.

In recent years, FASB and IASB have issued many converged or aligned standards (revenue, leases, credit losses), broadening the

common ground. Nonetheless, the FASB has also taken some U.S.-specific steps (for example, delaying or modifying certain

disclosures, or giving U.S. an alternative for defining term “deferred tax on unrealized gain”). The SEC continues to study IFRS

adoption (the 2008 Roadmap was shelved, and as of 2024 the SEC has no immediate timetable to require IFRS (Source:

www.cpajournal.com).

National GAAP Frameworks

Beyond IFRS and U.S. GAAP, numerous countries maintain their own “GAAP”. We highlight some key national frameworks and

developments:

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=,and%20actual%20disclosures%2C%20clearly%20indicated
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=extent%20of%20IFRS,the%20largest%20adjustments%20to%20asset
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=extent%20of%20IFRS,the%20largest%20adjustments%20to%20asset
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=and%20Differences%C2%A0,GAAP%20and%20IFRS%20and%20the
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=It%20is%20very%20evident%20that,basis%20information
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=identify%20the%20differences%20they%20exhibit,continue%20for%20the%20foreseeable%20future
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=identify%20the%20differences%20they%20exhibit,continue%20for%20the%20foreseeable%20future
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United Kingdom – UK GAAP (FRS 102, FRS 105, FRS 101)

The UK historically had its own GAAP (multiple Financial Reporting Standards, e.g. FRS 102, FRS 101, FRS 105). In 2005, like other

EU members, the UK’s listed companies switched to IFRS (EU-adopted) for group accounts (Source: www.ifrs.org). Small and

medium-sized companies, however, may use alternatives under UK GAAP. In 2015, the FRC introduced a new UK GAAP framework:

FRS 102 (“The Financial Reporting Standard applicable in the UK and Republic of Ireland”), based on IFRS for SMEs but with

significant UK modifications (Source: www.frc.org.uk) (Source: www.ifrs.org). FRS 102 applies to general purpose financial

statements of FP entities and many charities, etc.

FRS 101 allows certain subsidiaries of IFRS group parents to use reduced IFRS disclosures.

FRS 105 is a micro-entities regime with minimal requirements.

FRS 102 is periodically reviewed (last triennial review effective Jan 2022 (Source: www.frc.org.uk), next effective 2026). Under the

Companies Act 2006, companies can choose a reporting basis (IFRS, FRS 102/105). UK listed companies still must use IFRS for

consolidated results (Source: www.ifrs.org), but can use UK GAAP or IFRS in parent accounts. Important differences remain: FRS 102

disallows certain revaluations and is more conservative on impairments compared to full IFRS, to tailor to smaller firms. Standard-

setting for UK GAAP is done by the FRC’s UK Endorsement Board and through consultations by the Financial Reporting Council.

Germany – HGB (Handelsgesetzbuch)

Germany’s accounting is governed primarily by the Handelsgesetzbuch (HGB) – the Commercial Code. HGB rules are detailed

law provisions favoring creditor protection and annual preservation of capital. Key principles in HGB include “Vorsichtsprinzip”

(prudence), which often leads to conservative valuations (e.g. write-downs on inventory, immediate expense of R&D). Intangible

assets (like goodwill or development costs) are usually not capitalized under HGB.

Since EU mandates, all listed German companies must prepare IFRS consolidated statements (as adopted by EU) (Source:

www.ifrs.org). However, they also must prepare separate statutory accounts under HGB (unless they opt for IFRS or others as

allowed under company law) because German tax and distribution law is tied to HGB figures. HGB financials typically show lower

net assets than IFRS-equivalent financials (reflecting writing down to prudent values).

Standard-setting: The German Ministry of Justice enacts HGB rules (aligned with EU directives on company law). The Deutsche

Rechnungslegungs Standards Committee (DRSC) and Auditing Oversight Bodies suggest interpretations, but the law is supreme.

There is no formal German GAAP-setting body; change happens via legislative amendment. HGB has been modernized over time

(e.g. BilMoG reform of 2009), but still retains its creditor-focused stance. In recent years, reforms allow some medium-sized private

companies to lighten disclosure (BilRUG 2016, smaller companies reliefs) but HGB remains distinct. IFRS differences with HGB are

often cited: IFRS is investor-oriented and allows more fair-value measures, whereas HGB’s “Imparitätsprinzip” forbids recognizing

hidden reserves but mandates hidden liabilities (losses) (Source: globalconnectadmin.com). (For example, under HGB companies

are not allowed to revalue properties upward, and must provision for probable losses generously.) These philosophical differences

reflect legal traditions: IFRS view protects shareholders by timely loss recognition but not hidden gains, whereas HGB typically

conservatively undervalues assets.

A related framework is German Commercial Tax Code (GCG) which ties some tax measures to HGB. Thus, adopting IFRS in a

German context was more difficult due to this link. Post-WWII co-evolution of HGB and statutory law gave Germany a unique profile.

Nonetheless, HGB continues to evolve (e.g. new regulations for medium-sized entities, allowances for revaluation are not yet

permitted, etc.).

France – French GAAP

France employs the Plan Comptable Général (PCG) as its accounting framework. Issued by the Autorité des Normes Comptables

(ANC), the PCG is codified regulation with specific rules (e.g. classes of accounts, recognition criteria written in law/regulation form).

Annual accounts (bilan, compte de résultat) have mandated formats. French GAAP is influenced by tax and commercial code,

historically similar to HGB in conservatism (e.g. only 5-year amortization for R&D, no development capitalization except for special

funds, etc.).

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
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https://www.frc.org.uk/library/standards-codes-policy/accounting-and-reporting/uk-accounting-standards/frs-102/#:~:text=The%20requirements%20in%20FRS%20102,standards%20and%20IFRS%20Accounting%20Standards
https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/united-kingdom#:~:text=to%20use%20IFRS%20Accounting%20Standards,
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https://www.ifrs.org/content/ifrs/home/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction.html/united-kingdom#:~:text=IFRS%20Accounting%20Standards%20are%20required,permitted%20for%20listings%20by%20foreign
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/view-jurisdiction/germany/#:~:text=IFRS%20Accounting%20Standards%20are%20required,a%20foreign%20company%20whose%20home
https://globalconnectadmin.com/german-gaap-handelsgesetzbuch-hgb-vs-ifrs-understanding-germanys-accounting-framework-3/#:~:text=Accounting%20Framework%20,or%20German%20Commercial%20Code
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Since 2005, EU rules require all companies listed in France to prepare IFRS consolidated accounts (as adopted by the EU). For

purely French purposes, unlisted companies continue using French GAAP. With EU harmonization, French Accounting Law (Law No.

2014-09/85) and ANC’s implementation (like CRC regulations) have aligned some rules with IFRS, but key differences remain

(inventory, impairment, etc.). The ANC oversees French standards and is slowly aligning with IFRS where possible, but full

convergence is not planned.

Notably, the LAFR (Loi de modernisation de l’économie, 2008) allowed filing of statutory accounts under IFRS, but most French firms

keep local GAAP due to complexity. French GAAP still has unique features (e.g. “droit d’inventaire” reserves, different treatments of

goodwill and provisions).

Italy and Others

Italy, like France, requires IFRS for consolidated statements of publicly traded groups (per EU law) but uses Italian GAAP for local

accounts. The Italian GAAP system (OIC – Organismo Italiano di Contabilità) is more rule-based, close to EU directives. Many other

continental countries follow similar patterns: they issue local GAAP rules (often influenced by the EU’s accounting directives of 4th

and 7th), but IFRS is used in practice for fair valuation by large firms. For example:

Spain: Spanish GAAP (PGC) for domestic accounts, IFRS-adopted standards for consolidated by listed companies.

Netherlands, Ireland, Belgium, etc: essentially the same, with national GAAP supplemented by EU-endorsement of IFRS for

listed groups.

Scandinavia: by the 2010s, practically all Scandinavian countries had adopted IFRS for listed companies; local GAAP persists

only in minor forms.

These nuances illustrate that in many jurisdictions, two systems coexist: statutory/local GAAP for tax and local compliance, and

IFRS (or IFRS-esque standards) for international disclosure and group reporting.

Asia (non-India/Japan)

Hong Kong: The Hong Kong Financial Reporting Standards (HKFRS) are near-identical to IFRS (converged) (Source:

www.ifrs.org). Listed companies use HKFRS, which are effectively “IFRS as issued by IASB” with minimal differences.

Singapore: Singapore Financial Reporting Standards (SFRS) are likewise essentially IFRS. Starting 2003, Singapore converged

to IFRS; listed companies file under SFRS (IFRS-based). Smaller entities may use Singapore GAAP (an extension of IFRS for

SMEs).

Malaysia: Malaysian Financial Reporting Standards (MFRS) align with IFRS; by 2012 full convergence was achieved. However,

in 2014 Malaysia announced a two-tier system: IFRS-based MFRS for listed and large companies, and a new SME standard

(SME-FRS, based on IFRS for SMEs) for others.

Indonesia: Uses Indonesian Financial Accounting Standards (PSAK) which have largely converged with IFRS. Since 2012, large

listed firms must use PSAK (essentially IFRS) for consolidated accounts. Indonesian GAAP is aligned along IFRS lines with some

carve-outs, such as still requiring funded pension liability accounting differently than IFRS until recently. (Source:

www.iasplus.com). (PSAK has been converging, with final adoption of IFRS 15, 16, 9 around 2017–18.)

Korea: Korea transitioned to K-IFRS (Korean-IFRS) in 2011. K-IFRS are identical to IFRS except for naming (NCI called “non-

controlling interest” not “minority interest”) and some minor carve-outs/guidance. All listed and large financial companies in

Korea use K-IFRS.

Thailand, Philippines: These countries have adopted IFRS-based local standards (TFRS, PFRS) requiring IFRS for public

companies. e.g., Philippines fully converged to IFRS as PFRS by 2008.

Taiwan: Taiwan-IFRS were adopted in 2013, effectively the same as IFRS (except some insurance carve-outs).

Malaysia, etc: Already covered above.

Emerging Asia: Many other Asian markets (e.g. Pakistan, Bangladesh) have IFRS-based systems (the IASB often directly

consulted on their frameworks); South Asia like Sri Lanka and Nepal follow IFRS or IFRS-based GAAP.

Overall in Asia, only China, Japan, India, and maybe Indonesia have not formally required IFRS but are moving that way. Even there,

multinational companies often report under IFRS voluntarily (e.g. many Chinese companies dual-listing in HK).

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
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Latin America and Caribbean

Brazil: In 2010 Brazil fully adopted IFRS (with local endorsements via CPC pronouncements, recognized by the CVM) for all

listed companies (Source: www.ifrs.org). This was a landmark convergence. Today, Brazil’s CPC essentially issues IFRS with

some amendments; Brazilian GAAP merged with IFRS.

Mexico: Joined the IFRS camp – after phases of convergence, by 2012 listed companies used “Mexican Financial Reporting

Standards (NIF)” which were converged with IFRS. The Mexican NRC mandated IFRS adoption to improve comparability with

U.S. markets. (Mexico’s IFRS adoption details: all listed in Mexican stock exchange have to use IFRS. The IFRS Foundation’s

country profile indicates all listed companies Must follow IFRS, except that the foreign branch can use IFRS.)

Other LATAM: All major economies (Argentina, Chile, Colombia, Peru, etc.) have adopted IFRS or IFRS-like standards by the

2010’s. For example, Argentina mandates IFRS (except banks/insurance which use Central Bank rules) (Source: www.ifrs.org),

and Chile, Colombia, Peru require IFRS-based reporting. Many smaller economies likewise use IFRS or US GAAP. Brazil and

Argentina also adopted IFRS for SMEs-type standards.

Africa

Africa has embraced IFRS widely: Nigeria, Kenya, Ghana, Mauritius, and much of English-speaking Africa require IFRS for listed

companies. For example, Nigeria required IFRS for banks since 2012 and for public companies by 2013. South Africa, as noted, has

long used IFRS. Francophone African countries (Côte d’Ivoire, Senegal, etc.) often use the SYSCOHADA system (for West and Central

Africa), which is IFRS-like (the OHADA accounting standards are heavily influenced by IFRS). Egypt originally had local Egyptian

Accounting Standards (EAS) but has converged them toward IFRS since 2006. In summary, Africa’s larger capital market

participants now use IFRS or IFRS-based systems, often motivated by foreign investment requirements or regional integration.

Many smaller nations simply follow IFRS by dynamism of regional communities (e.g., IFRS is stated official in the East African

Community).

Middle East

Middle Eastern countries are moving toward IFRS. The GCC (Gulf Cooperation Council) states – including Saudi Arabia, UAE, Qatar,

Bahrain, Oman, Kuwait – have adopted IFRS standards for listed companies (often through mandatory pronouncements by

regulators like SAMA or CRA). Saudi Arabia’s CMA announced IFRS mandatory from 2017 for all listed firms. The UAE requires IFRS

for all public companies. Other countries like Israel and Turkey have their own regimes (Israel’s standards are close to IFRS and

permit IFRS; Turkey uses TFRS, which is identical to IFRS as endorsed by the EU).

Comparative Analysis: IFRS vs. U.S. GAAP and Other GAAP

Systems

Having surveyed the different GAAP traditions, we now compare some key aspects:

Underlying Philosophy: IFRS is broadly investor-oriented (focus on economic reality, fair presentation for stakeholders),

whereas many local GAAP (e.g. HGB, Chinese GAAP) have historically been creditor or tax oriented. U.S. GAAP was somewhat a

hybrid but tended to be rules-oriented and historically more conservative on certain measures (though SOX era reforms

increased emphasis on external reliability).

Principles vs. Rules: IFRS relies on broad principles (e.g. “substance over form”, “prudence”), leaving interpretation to

management and auditors. U.S. GAAP has numerous detailed bright-line tests (think of old GAAP’s bright-line revenue

recognition criteria or detailed lease rules). This difference means IFRS prepares more narrative judgment, while GAAP often

has exceptions and carve-outs. Professional guidance (e.g. FASB Codification, SEC Interpretations) is voluminous. For example,

IFRS’s conceptual framework principle of “no offsetting” results in comprehensive P&L presentation, whereas U.S. GAAP

historically allowed some netting (e.g. impairments offset in COGS). However, convergence like ASC 606/IFRS15 has erased

some content differences by replacing both sides with a unified model.

https://houseblend.io/?utm_source=pdf
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Revenue and Expenses: Modern convergence has largely aligned revenue recognition (both use a five-step model under IFRS

15 / ASC 606). Yet differences remain in e.g. measuring rights of return, principal vs agent considerations, and licensing.

Banking/tradeoffs also exist in expense accounting (e.g. stock compensation measurement is similar under IFRS 2 and ASC 718,

but IFRS allows more remeasurement).

Leases: Under IFRS 16, lessees bring almost all leases onto the balance sheet (single lease model). U.S. GAAP’s ASC 842 has a

dual model (classifying leases as finance vs operating for P&L expenses), but both require ROU assets and liabilities now

(Source: www.cpajournal.com). Thus differences are smaller than pre-2019, but IFRS still requires straight-line

interest+amortization for all, whereas U.S. GAAP recognizes straight-line rent expense for operating leases.

Financial Instruments: U.S. GAAP historically had different categories and impairment thresholds (incurred loss vs expected

loss). IFRS 9 introduced expected credit losses; GAAP’s current ASC 326 (CECL) aligns conceptually but with different

scopes/timings. Measurement basis on trading vs AFS vs held-to-maturity have mostly converged.

Inventory: As noted, LIFO is prohibited under IFRS (Source: www.cpajournal.com) (interpreting HGB-like conservative approach

against using LIFO). Thus, companies switching from GAAP to IFRS must switch their inventory layers (as Toyota did, adding

¥74.6B in inventory upon moving off LIFO (Source: www.cpajournal.com).

Intangibles and R&D: IFRS allows capitalization of development costs once technical feasibility is reached, producing assets

on the balance sheet. GAAP expensing means U.S. companies often have lower reported assets and higher expenses.

Conversely, IFRS does not allow recognition of internally-generated goodwill, similar to GAAP.

Impairment of Goodwill: Under IFRS, goodwill is never amortized but tested annually for impairment at the cash-generating

unit level. U.S. GAAP prior to 2004 amortized goodwill (maximum 40 years) plus impairment tests, but since SFAS 142 (2001) it

also uses impairment-only model (though the test mechanics differ). Thus methods are now similar, but slight differences in

impairment test triggers may cause gap.

Presentation and Terminology: U.S. GAAP uses the “Classified Statement” format (current vs noncurrent distinction

mandatory on balance sheet); IFRS also requires or permits distinction but allows one-step format if stated. Income statement

line items differ in names. OCI is used by both, but IFRS never allows recycling from OCI to P&L (with limited exception for cash

flow hedge ineffectiveness), whereas GAAP reclassifications (e.g. for available-for-sale securities gains) were allowed (though

IFRS disallowed AFS from 2009).

Extraordinary Items: IFRS explicitly prohibits calling any item “extraordinary” (treating everything as ordinary unless

extremely infrequent and unrelated, but even then recognized in P&L), whereas U.S. GAAP formerly allowed it (though FASB

eliminated most uses).

In sum, while the substance of reporting is converging, some enduring differences persist in measurement rules and presentation.

As The CPA Journal notes, even with concerted efforts, many disparities “can hamper meaningful comparisons of IFRS-basis and

GAAP-basis information” (Source: www.cpajournal.com). The “lingering differences” include accounting for pensions, taxes on OCI,

hybrid entity consolidation, and more. The U.S. and international systems thus remain distinct, requiring dual-reporting for

multijurisdictional firms.

Case Studies and Examples

Case Study 1: Toyota’s Transition from U.S. GAAP to IFRS

The experiences of individual companies illustrate how different standards affect reported numbers. Toyota Motor Corporation

provides a detailed example: it was one of the first major Japanese firms to adopt IFRS (effective April 1, 2019) and also filed dual

GAAP (IFRS and prior U.S. GAAP) for comparison. Toyota’s Form 20-F for 2021 (consolidated IFRS statements) disclosures included

reconciliations and adjustment explanations (Source: www.cpajournal.com). These highlight the accounting impacts:

Development costs: Under IFRS Toyota capitalized ¥611.6 billion (≈USD 5.5B) of development expenses that had been

expensed under U.S. GAAP. This alone raised total assets significantly.

Lease accounting: Toyota had adopted U.S. Leases (ASU 2016-02) prior to switching IFRS. In moving to IFRS 16, Toyota added

approximately ¥370 billion of right-of-use assets compared to its previous GAAP basis (Source: www.cpajournal.com).

https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/global-accounting-standards-ifrs-gaap
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https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=extent%20of%20IFRS,the%20largest%20adjustments%20to%20asset
https://www.cpajournal.com/2024/04/15/the-lingering-differences-between-ifrs-and-gaap/#:~:text=It%20is%20very%20evident%20that,basis%20information
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Inventory costing: U.S. GAAP allowed Toyota to use LIFO on some inventories; IFRS required the weighted-average cost

method. This change increased inventory by ¥74.6 billion (Source: www.cpajournal.com).

Financial instruments: A shift from GAAP’s cost model to IFRS’s fair value model for unlisted equity investments raised their

carrying amount by ¥51.8 billion (Source: www.cpajournal.com).

Deferred taxes and equity**: The net effect of all GAAP-to-IFRS adjustments on Toyota’s equity was an increase of

¥1,479,456 million (2.85%) (Source: www.cpajournal.com). In other words, Toyota’s IFRS equity was roughly 3% higher than

its U.S. GAAP equity, purely due to differences in accounting.

Goodwill and pensions: Toyota elected not to restate old GAAP goodwill but recognized later business combinations under

IFRS 3. Pension assets were limited under IFRS (Married to IFRIC 3), resulting in smaller net pension assets.

These detailed reconciliations by Toyota (and similar ones by other multinationals) confirm that differences between standards are

not just academic. They affect balance sheet ratios, earnings, equity, and potentially investor perceptions. Analysts thus must be

“financially bilingual” if dealing with IFRS and GAAP reporters (Source: www.cpajournal.com). Toyota’s case also shows

management discretion in adoption exemptions (Toyota used IFRS 1 elective exemptions for business combos and cumulative

translation).

Case Study 2: Impact of IFRS Adoption on Financial Reporting Quality

Research has generally found that adopting IFRS tends to improve financial reporting quality, at least in terms of comparability and

transparency. Barth et al. (2013) argue that the implementation of IFRS results in heightened transparency and

comparability (Source: www.mdpi.com). For example, Larson et al. (2018) and Azevedo and Teneng (2023) show that in regions

with strong enforcement, IFRS adoption correlates with richer disclosures and better earnings quality. Conversely, when

enforcement is weak, the benefits may not materialize fully (Source: www.mdpi.com).

A study in Emerging Markets Review (Song and Trimble, 2022) compiled data across countries and confirmed that IFRS adoption in

emerging markets increased alignment of accounting outcomes with international norms. One manifestation is higher foreign direct

investment inflows (as IFRS compliance reassures investors). However, they also note the transition costs, especially for smaller

firms adapting systems and training personnel. Enforcement matters: a strict mandatory switch (e.g. in EU) contrasts with a

voluntary regime (e.g. IFRS use in Japan), and studies find higher reporting quality gains when adoption is mandatory with

regulatory support.

Another example: Nigeria’s adoption of IFRS in 2012 (for banks and listed companies) was studied by Alawiye-Adams (2015). The

findings suggested improvements in disclosure quality and comparability to global peers. Similar positive effects have been

observed in Ghana and Botswana (improved ratios disclosure after IFRS adoption (Source: www.tandfonline.com).

However, IFRS adoption is not universally beneficial. In some cases, overly stringent adoption without tailoring can overwhelm local

SMEs or cause accounting-policy arbitrage. Evidence from India shows that some small companies struggled initially with Ind AS

(converged IFRS) because of new requirements on financial instruments or leases, though large firms generally improved reporting.

Overall, the literature implies that IFRS adoption can lead to more harmonized and transparent accounts, facilitating analysis of

multi-national firms, but actual outcomes hinge on enforcement, cultural factors, and transition support (Source: www.mdpi.com)

(Source: www.mdpi.com).

Data and Analysis

To illustrate how standards vary by country, we analyze IFRS adoption using IFRS Foundation data, and highlight some statistics:

Number of jurisdictions: The IFRS Foundation tracks IFRS usage in 169 jurisdictions worldwide (Source: www.ifrs.org). Of

these, dozens require IFRS for all public companies, while many others permit them. Only a handful explicitly forbid IFRS (e.g.

Belarus only allowed IFRS for banks until 2017 (Source: www.iasplus.com). IFRS is either required or permitted in nearly all

developed markets plus many developing markets.

Global economy coverage: Jurisdictions representing over 90% of world GDP now have or are moving toward IFRS/aligned

standards. Recent IFRS Foundation analysis (June 2025) noted that jurisdictions comprising over half of global GDP have

adopted or are working toward the International Sustainability Standards (ISSB) – indicative of IFRS’s sway in governance
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developments (Source: www.xbrl.org).

Case by case – EU adoption: Studies (e.g. IFRIC report, and European Commission reviews) show that since IFRS became

mandatory in 2005, comparability within the EU improved substantially. Equity markets generally saw increased analyst

following and reduced cost of capital, although the effects were mixed by industry and country. The “fitness check” by the EC

(2018) found IFRS was largely beneficial for cross-border investors (Source: eur-lex.europa.eu), though some CEOs and SMEs

criticized the compliance burden.

Big Four analyses: Deloitte’s IAS Plus site regularly updates how each jurisdiction uses IFRS. For example, Deloitte reports

that as of 2024, over 140 countries require IFRS or have converged most of their standards to IFRS. The adoption tables

(Source: www.iasplus.com) (Source: www.iasplus.com) show, for instance, that all G20 countries except the U.S. use IFRS in at

least part of the economy.

IFRS vs Local Disclosures: Empirical data from dual-listed firms (e.g. US-listed foreign companies filing 20-F) allow

comparison of IFRS vs local GAAP effects. One study found that under IFRS, foreign companies often report higher liabilities and

lower equity (due to fair value treatments) than under their home GAAP (Source: www.cpajournal.com). Specific items like OCI,

pension accounting, and tax positions consistently show IFRS vis-à-vis GAAP gaps. In Toyota’s case, the net accounting

differences adjusted equity by +2.85% (Source: www.cpajournal.com), while most of the adjustments arose from just a few line

items (development costs, leases, inventory).

Case Studies and Examples

To ground the theoretical discussion, we examine explicit examples:

Multinational firms and comparability: Many corporations listed in multiple jurisdictions prepare multiple reports. For

instance, a German parent (using HGB locally) but with IFRS in group accounts must reconcile large accounting differences

internally. Similarly, Japanese companies with U.S. listings (like Toyota) produce IFRS statements for U.S. markets. Analysts

often have to translate these into one uniform base or adjust for cross-country comparisons. The Toyota case presented above

is one of the most transparent disclosures of GAAP-IFRS adjustments.

Emerging market adoption: Consider Brazil. Prior to 2010, Brazil had its own CPC standards (National Pronouncements

Committee), which were already being aligned with IFRS. When Brazil fully adopted IFRS for 2010 reports, studies showed that

Brazilian companies had to restate prior figures, often resulting in lower equity and higher deficits (since IFRS recognized more

expenses and impairments upfront than old BR GAAP) (Source: www.ifrs.org). However, Brazilian stakeholders widely reported

improved access to foreign capital after convergence. Argentina’s 2018 adoption of IFRS likewise led to shifts (Argentine share

data showed interim profit volatility changes with the new lease rules and new revenue rules). In both cases, the transition

tactics (e.g. IFRS 1 exemptions) determined short-run volatility.

European banks: IFRS’s impact is pronounced in financial services. For example, under IAS 39 and now IFRS 9, banks must

hold provisions for expected credit losses on loans, whereas under former U.S. GAAP (pre-CECL) banks only booked incurred

losses. After IFRS adoption, European banks recognized larger provisions after 2018, which was cited as a factor in some

financial downturn effects (the EU’s stress test 2014/2015 noted differences in CET1 calculations between IFRS and local GAAP

banks). The IFRS 9 impairment model was especially impactful during COVID-19, as many jurisdictions saw their loan loss

provisions jump under IFRS vs pre-CECL U.S. retrospect.

Small companies: SMEs often stick with local GAAP due to complexity. In the UK, after FRS 102 came in, a survey by FRC

found that smaller companies valued reduced disclosure burdens but found it challenging to interpret some IFRS-based

requirements. In Japan, only few small companies adopt IFRS voluntarily; most use J-GAAP because the accounting firms and

domestic investors understand it. India’s Ind AS was phased in, but family-owned firms often continue using old Indian GAAP for

simplicity. These examples suggest that full IFRS adoption is mostly a phenomenon of larger or international firms.

Implications and Future Directions

The diversity of global accounting standards poses both challenges and opportunities:
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For investors and analysts, multiple standards mean reconciling and adjusting financial statements for comparability. While

IFRS aims to provide a single global language, the coexistence of U.S. GAAP and local GAAP means investors (especially those

analyzing international firms) must often “walk down” differences. The lack of uniformity can increase the cost of capital:

research suggests that cross-listed firms with IFRS reporting enjoy somewhat lower cost of equity, possibly due to improved

transparency.

For multinationals and auditors, continuing education is crucial. Professional accountants increasingly need to be fluent in

IFRS as well as any domestic GAAP relevant to their operations. Auditors must apply IFRS or other standards correctly

depending on jurisdiction, and regulatory inspections (e.g. PCAOB inspecting IFRS financials of foreign issuers) have become

more common.

For regulators and standard-setters, the landscape is dynamic. The European Commission periodically reviews IFRS

regulation (the 2018 fitness check) and has left IFRS largely intact for listed firms. The IASB itself is working on post-

implementation improvements. Convergence with U.S. GAAP has stalled, but some U.S. accounting leaders still periodically

advocate for convergence (though without SEC mandate, substantive unification is politically unlikely).

Technology and digital reporting: One clear future direction is the use of XBRL and standardized data (like IFRS Taxonomy)

for financial filings. Many jurisdictions now require digital tagging. This technical harmonization could make cross-standard

comparisons easier (if tags align conceptually). The IFRS Foundation and SEC continue to push digital financial disclosure.

Sustainability and Integrated Reporting: A major emerging area is sustainability accounting. The IFRS Foundation recently

created the International Sustainability Standards Board (ISSB) and issued IFRS S1/S2 (2023) for climate and sustainability

disclosures. As of mid-2025, dozens of jurisdictions (representing over half of world GDP) are moving to adopt these standards

(Source: www.xbrl.org). While not traditional “accounting standards” in the legacy sense, they represent a new dimension of

global standardization. Companies already producing integrated reports will gradually incorporate IFRS Sustainability Standards

into their reporting toolkit.

Continued evolution of local GAAP: Even local frameworks adapt. For instance, Japan’s Accounting Standards Board

periodically updates J-GAAP and the alternative JMIS to narrow differences with IFRS. Similarly, FASB in the U.S. continues to

issue ASUs that, in effect, either align with IFRS principles or address SEC requirements. On the other side, IFRS occasionally

acquires minor local variants – e.g. “IFRS as issued by the IASB but as adopted by the EU/UK” – which may slightly differ until

full re-alignment (the “As Adopted” versions often lag behind IASB by a year).

Training and education: Academic and professional training must keep pace. Business schools increasingly teach IFRS as the

default, with U.S. GAAP as a variation to cover. Certification programs (like the CPA) in the U.S. have incorporated IFRS

awareness, though the CPA exam still focuses on U.S. GAAP.

In the longer term, the trend remains toward convergence and harmonization, albeit without full unification. As Zeff (2007)

observed, complete global standardization may be elusive due to political and institutional differences, but convergence makes

cross-border investment more feasible (Source: www.mdpi.com). Even if formal “IFRS vs GAAP” boundaries persist, companies

operating internationally will continue to push for consistency in accounting policies where possible.

Conclusion

This report has surveyed the myriad accounting standards across the globe, revealing a complex mosaic. While IFRS Standards

have achieved unprecedented international penetration (driven by regulatory mandates, investor demand, and economic

integration), substantial pockets of national GAAP remain – most notably U.S. GAAP in America, and historically rooted GAAPs like

German HGB or Japanese standards in their markets. In each jurisdiction, accounting standards are set by different bodies (IASB for

IFRS, FASB for US, statutory authorities or professional bodies for others), and they evolve under different pressures (legislation,

industry lobbying, global convergence projects).

Key differences among these frameworks reflect deeper economic and legal cultures: principle- vs rule-based, investor- vs creditor-

focus, fair-value vs cost emphasis. These differences impact financial metrics subtly and sometimes significantly. Extensive

empirical research (cited herein) suggests that IFRS adoption tends to enhance comparability and transparency, although its

benefits depend on enforcement and context. Case examples (like Toyota’s IFRS switch or multinational accounting reconciliations)

provide concrete evidence of how varying standards affect financial statements.
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As globalization continues, the push for a “single set of high-quality standards” is unlikely to diminish (Source: www.mdpi.com).

Initiatives in digital reporting and sustainability frameworks signal further integration on the horizon. Yet national considerations will

remain relevant; countries without mandatory IFRS will still tweak their GAAP to balance local needs and international expectations.

For practitioners, regulators, and investors, understanding this global patchwork is essential. Each company’s reported numbers

must be interpreted in light of the accounting regime used. Fortunately, the IFRS Foundation and many professional bodies

maintain detailed jurisdictional guides and summaries (as reflected in this analysis), making it possible to navigate the variations.

The accounting landscape will continue to evolve – with periodic new standards, shifting economic alignments, and possibly new

global crises spurring further reform. It is certain, however, that over the past two decades the world has moved decisively toward

greater alignment, and that trend is likely to continue.
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About Houseblend

HouseBlend.io is a specialist NetSuite™ consultancy built for organizations that want ERP and integration projects to accelerate

growth—not slow it down. Founded in Montréal in 2019, the firm has become a trusted partner for venture-backed scale-ups and

global mid-market enterprises that rely on mission-critical data flows across commerce, finance and operations. HouseBlend’s

mandate is simple: blend proven business process design with deep technical execution so that clients unlock the full potential of

NetSuite while maintaining the agility that first made them successful.

Much of that momentum comes from founder and Managing Partner Nicolas Bean, a former Olympic-level athlete and 15-year

NetSuite veteran. Bean holds a bachelor’s degree in Industrial Engineering from École Polytechnique de Montréal and is triple-

certified as a NetSuite ERP Consultant, Administrator and SuiteAnalytics User. His résumé includes four end-to-end corporate

turnarounds—two of them M&A exits—giving him a rare ability to translate boardroom strategy into line-of-business realities.

Clients frequently cite his direct, “coach-style” leadership for keeping programs on time, on budget and firmly aligned to ROI.
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End-to-end NetSuite delivery. HouseBlend’s core practice covers the full ERP life-cycle: readiness assessments, Solution Design

Documents, agile implementation sprints, remediation of legacy customisations, data migration, user training and post-go-live

hyper-care. Integration work is conducted by in-house developers certified on SuiteScript, SuiteTalk and RESTlets, ensuring that

Shopify, Amazon, Salesforce, HubSpot and more than 100 other SaaS endpoints exchange data with NetSuite in real time. The goal

is a single source of truth that collapses manual reconciliation and unlocks enterprise-wide analytics.

Managed Application Services (MAS). Once live, clients can outsource day-to-day NetSuite and Celigo® administration to

HouseBlend’s MAS pod. The service delivers proactive monitoring, release-cycle regression testing, dashboard and report tuning,

and 24 × 5 functional support—at a predictable monthly rate. By combining fractional architects with on-demand developers, MAS

gives CFOs a scalable alternative to hiring an internal team, while guaranteeing that new NetSuite features (e.g., OAuth 2.0, AI-

driven insights) are adopted securely and on schedule.

Vertical focus on digital-first brands. Although HouseBlend is platform-agnostic, the firm has carved out a reputation among e-

commerce operators who run omnichannel storefronts on Shopify, BigCommerce or Amazon FBA. For these clients, the team

frequently layers Celigo’s iPaaS connectors onto NetSuite to automate fulfilment, 3PL inventory sync and revenue recognition—

removing the swivel-chair work that throttles scale. An in-house R&D group also publishes “blend recipes” via the company blog,

sharing optimisation playbooks and KPIs that cut time-to-value for repeatable use-cases.

Methodology and culture. Projects follow a “many touch-points, zero surprises” cadence: weekly executive stand-ups, sprint

demos every ten business days, and a living RAID log that keeps risk, assumptions, issues and dependencies transparent to all

stakeholders. Internally, consultants pursue ongoing certification tracks and pair with senior architects in a deliberate mentorship

model that sustains institutional knowledge. The result is a delivery organisation that can flex from tactical quick-wins to multi-year

transformation roadmaps without compromising quality.

Why it matters. In a market where ERP initiatives have historically been synonymous with cost overruns, HouseBlend is reframing

NetSuite as a growth asset. Whether preparing a VC-backed retailer for its next funding round or rationalising processes after

acquisition, the firm delivers the technical depth, operational discipline and business empathy required to make complex

integrations invisible—and powerful—for the people who depend on them every day.
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