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In order to attract investments to the economy of Uzbekistan, it is necessary to create certain
conditions, including achieving transparency and accuracy of the activities of the economic entities of
our country. Implementation of this issue is related to the application of generally accepted world
standards of financial reporting - international standards of financial reporting. After gaining
independence, Uzbekistan moved towards a market economy. In the process, Soviet accounting
methods were abandoned and financial reporting began to move to globally accepted principles. In
particular, various national accounting standards supported by law were developed, systems of
training international accounting practices and certification of accountants were formed under the
associations of accountants. The completion of legislation, education and training practices in
Uzbekistan was expected to lead to full alignment with the NIS.

In recent years, the scope of international relations of economic entities operating in our republic with
foreign partners has been significantly expanding, and the number of foreign users of accounting
reports has also increased. In this regard, the issue of changing the financial statements prepared
according to BHMS for joint-stock companies whose shares are quoted on international stock markets
in accordance with the MFRS is of urgent importance.

The first step towards the process of changing the financial statements of our republic according to
international standards is to determine that some methods of local accounting, which affect the
process of preparing accounting reports, do not correspond to generally accepted practice. These
methods are necessary to make corrections according to the requirements imposed by MFRS.

The essence of the change process is to identify existing inconsistencies in the accounts according to
BHMS and according to MFRS and to make necessary corrections to the reports prepared on the basis
of BHMS. Changes to reports prepared on the basis of BHMS can be carried out both by joint-stock
companies' own forces and with the help of experts invited from outside. In practice, the second
method is often used, because the implementation of change processes is associated with the need to
have a thorough knowledge of both local and international accounting standards and reporting
techniques. Qualified specialists offered by enterprises are employees of audit organizations.

For joint-stock companies of our republic, which are obliged to keep accounts and prepare reports in
accordance with the requirements of the national legislation, there are two different technologies for
preparing financial reports according to the MFRS - parallel accounting and transformation
(transformation). However, parallel accounting is inefficient due to unreasonable use of labor
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resources and increased labor costs. Currently, the issue of parallel accounting or the use of changing
reports is not regulated by legislation and is left to the discretion of the management of the joint-stock
company, so both technologies can be compared.

The main essence of the change of reports is the conversion (change) and adaptation of reports on
BHMS by reclassifying accounts and transactions and making corrections to the data of the
accounting system of Uzbekistan in accordance with the MHSS. The essence of parallel accounting is
that all operations of the enterprise are reflected in the account both according to MFRS and
according to NAIS. Two ledgers: BHMS ledger and MFRS; ledger are maintained in parallel.

If we evaluate the mentioned technologies from the point of view of the labor capacity of the process,
the content and labor capacity of making corrections in changing the report can be significantly
reduced due to the continuous process of approximation of national and international standards. At the
same time, parallel accounting affects the entire process of accounting and reporting, as a result of
which it is inevitable to review the accounting policy of the joint-stock company and make
appropriate adjustments to it.

As for the direct use of human resources, practice shows that two to six qualified specialists can
handle the work of changing reports. In parallel accounting, every employee of the accounting and (or)
financial service should be aware of the issues of MIS to one degree or another, which requires
training and additional training of employees. In addition, in this case, the enterprise must have at
least one qualified specialist who controls the correctness of the reflection of transactions according to
MHXS. In both cases, if the enterprise does not have enough qualified specialists, it is forced to turn
to firms that provide suitable services. Naturally, the cost of services in both cases is different, and
this difference is often very significant.

All items of income and expenses recognized during the reporting period are presented in one
statement of the joint stock company or gross income, or in two reports: a statement reflecting the
components of profit or loss (statement of financial results) and a statement that begins with profit or
loss and other gross income components should be presented in the report (gross income statement)
reflecting its parts. The following items should be disclosed as allocated items for the period in the
statement of comprehensive income:

a) non-controlling interest,

b) owners of the main enterprise;

The enterprise should not present any item of income and expenses as an extraordinary item in the
statement of gross income, statement of financial results, notes (if the specified documents are
presented).

If, in accordance with the requirements of MFHSS, a special case is not required or not allowed, the
enterprise must recognize all items of income and expenses for the period in the structure of profit or
loss.

An entity must disclose the amount of income tax in respect of each component of other
comprehensive income, including in a reclassification adjustment or in the statement or notes to
comprehensive income.
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Other components of the total income may be provided by the joint-stock company from the total
amount of profit tax in respect of these components, reflecting a single amount up to the
corresponding tax effect or excluding the tax effect.

A joint-stock company must also disclose information on reclassification adjustments to other
components of gross income.

If items of income and expenses are considered significant, the enterprise must disclose their nature
and amount in the statement of gross income or in the notes.

The report on changes in capital is submitted by the joint-stock company in accordance with the
requirements of the MHXS and includes the following information:

gross total income for the period, in which the final amounts attributed to non-controlling interests
and owners of the general joint-stock company are shown separately; the effect of retrospective
application or retrospective recalculation recognized in accordance with IFRS 8 for each component
of capital; comparison of the balance sheet value at the beginning and end of the period for each
component of capital, in which the changes based on the following are disclosed separately:

a) items of profit or loss.

b) other gross income items,

c) transactions with owners participating in this capacity, in which the contributions made by owners
and distributions to the benefit of owners, as well as changes in direct shares of participation in
subsidiaries that do not lead to loss of control are reflected separately.

A joint-stock company must present the amount of dividends recognized as distribution to owners
during the period and the corresponding amount of dividends per share either in the statement of
changes in capital or in the notes.

The cash flow statement provides users of financial information with information that is the basis for
assessing the company's ability to generate cash (and/or cash equivalents), as well as the company's
cash flow needs.

The cash flow disclosure requirements are set out in MFRS 7.

Notes to be submitted with the financial statements:

Providing information about the basis of accounting policy and preparation of financial statements in
accordance with the requirements of MHXS;

Disclosure of information not provided in any other financial statements required by the MFRS; must
provide information that is not presented in any other financial statement but is relevant to an
understanding of any of the statements referred to. The following order of submission of comments is
recommended: application according to MHHSS; a brief overview of the main principles of
accounting policy; each statement in the statement of financial position, statement of comprehensive
income, separate statement of financial performance (if presented), statement of changes in equity,
statement of cash flows, and attached information presented by articles in the same order as each
article is presented; disclose other information, including:

a) conditional obligations and unrecognized contractual obligations,
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b) non-financial information, for example, enterprise policy in the field of risk management and
reveal their goals.
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