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Abstract

Published financial statements is influential tool for the stakeholders to analyse results of a
company between different periods, identify strategy for the development and proceed with the
actual plan. To achieve mentioned goals, the financial statements should include high-quality
financial data about the entity’s performance and productivity. This research paper analyses
results of the implemented new law in Georgia on accounting, reporting and audit since 2016. In
recent years extent scientific research was not performed in the country to describe impact of the
law on the development of reporting environment. The research aimed to analyse improvements
in the information environment in Georgia since invalidating new law and to identify
impediments to the further development in the financial reporting procedures. Mixed approach
was adopted to reach and examine objectives of the paper. For the purpose of evaluating results
of the regulation already available quantitative data review was performed. Focus area for the
impediments was the direct questionnaires with the financial representatives of first, second
category companies and Public Interest Entities defined by the law of Georgia. During research
we concluded that implemented law positively affected the development of the financial
reporting environment due to increased demand on high-quality audit, the number of published
financial statements and the low level of imposed pecuniary penalties from the regulatory body.
However, timeliness of publishing information is still significant deficiency. From qualitative
analysis the research identified weaknesses in the internal controls over reporting procedures and
segregation of duties within the governance structures, absence of internal audit department, lack
of knowledge in the international standards of financial employees, need for predetermined
accounting policies and report preparation procedures. As for the recommendations, the
governing body should address additional support towards the entities to improve factors which
hinder development of financial reporting environment, like publishing interpretations and
publications for explaining complexities in the standards to distress adopting process in the
companies, ongoing consultations via establishing help-desk for the companies, severing

requirements for timely uploading information and organising online trainings for financial



representatives. From the company’s side improving internal controls is crucial part, for instance,
establishing two or more layer governance and controlling system over reporting procedures,
having predetermined policy for preparing reports, establishing internal audit department and
improving training systems for the employees. The main limitation of the study is timeframe of
the research because the law was enforced in 2016 and provided information may not give full
picture considering pandemic year. The topics for further research should be based on the

limitation to get the better results of the implemented law.
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