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PREFACE

In response to the global financial crisis in
1998, several international organizations,
including the World Bank and the Interna-
tional Monetary Fund, launched a cooper-
ative initiative to strengthen the global
financial architecture. Although Interna-
tional Accounting Standards (IASs) have
been in existence for many years, this ini-
tiative has given them an added impor-
tance. In particular, they help to promote
transparency in financial reporting and the
harmonization of standards needed to
support increasingly globalized financial
markets. The World Bank urges national
regulators to accept the IASs in preference
to the development of country-specific
practices due to their broad international
acceptance and flexibility in incorporating a
wide range of international best practices.
The Bank also accepts IASs as a basis for
the preparation of the financial statements
it receives from borrowers on the use of
Bank loans and credits. In the last year,
IASs received a further boost following en-
dorsement by the International Organiza-
tion of Securities Commission ( IOSCO )

and their adoption by the European U-

R U SRR 5.

nion.

The World Bank has supported the recent
process of restructuring the International
Accounting Standards Committee (IASC)
to make it a more representative and effec-
tive global regulatory body. We are partic-
ularly keen that developing countries and
those in transition have a voice in the stan-
dard-setting process and that IASs are dis-
seminated as widely as possible. This text,
now in its second edition and being trans-
lated into several languages, is an impor-
tant contribution to expanding awareness
and understanding of IASs around the
world, with it easy-to-read summaries of
each standard and case studies that illus-
trate accounting treatments and disclosure
requirements. We are very grateful to its
authors, Hennie van Greuning and Marius
Koen.

Paul Bermingham

Chairman, Financial Management Sector Board
World Bank

Washington D.C.

January 8, 2001
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INTRODUCTION

When we developed this publication, we made a
conscious decision to focus on the needs of senior
executives in the private and public sectors who
do not have a strong accounting background.
This publication summarizes each International
Accounting Standard so that managers and
executives can obtain a broad and basic under-
standing of the key issues within a minimum
time frame.

In addition to the short summaries, each
chapter contains a simple case study that em-
phasizes the practical application of some key
concepts in a particular standard. The non-
technical reader is therefore provided with the
tools to participate in an informed manner in
discussions relating to the appropriateness or
application of a standard in a given situation.
The reader can also evaluate the effect that the
application of the principles of a given account-
ing standard will have on the financial results
and position of a division or an entire enter-
prise.

HOW TO USE THIS PUBLICATION

The authors have created a template to facilitate

discussion of each standard.

1. Problems addressed identifies the main
objectives and the key issues of the
standard.

B

2. Scope of the standard identifies the specific
transactions and events covered by a stan-
dard. In certain instances, compliance to the
requirements of a standard is limited to a
specified range of enterprises.

3. Accounting treatment lists the specific
accounting principles, bases, conventions,
rules, and practices that should be adopted
by an enterprise for compliance with a par-
ticular standard.

4. Disclosure describes the manner in which the
financial and non-financial items should be
presented in the financial statements as well
as aspects that should be disclosed in these
financial statements.

The authors hope that managers in the
client countries of the World Bank will find the
dual language format useful in establishing
accounting terminology, especially where cer-
tain terms are still in the exploratory stage.
Feedback in this regard is welcome.

CONTENT

All of the accounting standards issued by the
International Accounting Standards Committee
(IASC) as well as interpretations issued by the
Standards Interpretations Committee ( SIC)
until 30 October 1998 are included in this publi-
cation.

vii
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