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Abstract: The adoption of IFRS as the reporting standards in Nigeria has brought with it changes in the accounting systems.
IT changes is one essential aspect of concern in the IFRS implementation especially considering its effects on audit practice.
These issues defined the focus of this paper. The survey research design was adopted. Auditors in audit accounting firms in
Anambra and Akwa Ibom states of Nigeria were the targeted respondents. 120 auditors were randomly selected using
convenience and judgemental technique. Data were collected using a 5-point Likert scale questionnaire. The data were
analysed using the descriptive statistic such as averages, weights and ranking. It was discovered that the technology changes as
a result of IFRS implementation requires high IT expertise from auditors as they need to understand the up to date software. It
was therefore recommended that auditors should take up the challenge of updating their knowledge and skills with regard to
IFRS and information technology in order to brace up for the challenges ahead. Similarly, accountancy training institutions
such as tertiary institutions and professional tuition homes should update their curriculum to be in tune with the demands of
IFRS; IFRS training packs and software should be made affordable in Nigeria.
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[4] pointed out that “as a company prepares to convert to
IFRS, the impact on information technology and financial
systems should be taken into consideration during the
planning phase. Representatives from the company’s
information technology department should therefore be
involved throughout the planning process to evaluate how the
proposed accounting changes will impact the financial
systems. [8] also noted that while an IFRS conversion begins
in the finance and accounting functions, to effectively create
an integrated conversion strategy, a company should include
the technology function. Information technology structure
and changes is therefore one of the very essential element to
consider in the pursuit of the IFRS policy implementation.

[2] reiterated that [IFRS implementation would bring about
changes in many accounting processes and information
systems responsible for financial reporting and the
preparation of financial statements, which in turn would
affect the organization's governance structure and internal
control. Hence, it has been indicated that auditors should be

1. Introduction

The progressive adoption and
International Financial Reporting Standards (IFRS) is
gradually replacing the different national accounting
standards which existed in various countries before now. The
introduction of this standard was borne out of the need for a
more comprehensive, comprehensible and decision relevant
financial reporting that will ensure enhanced comparability
across international boundaries. According to [4], Over 120
countries and reporting jurisdictions now either require or
allow the use of IFRS for the preparation of financial
statements. In Nigeria, the IFRS was adopted as the reporting
standards in Nigeria, with effect from January 2012. From
that time on, stakeholders have indicated that the adoption
and implementation of this standard trigger a wide range of
implications not only on financial disclosures but also on
other aspects of an organization [7].

implementation of
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integrated into the planning of IFRS implementation. The
perspective for this submission is that since auditors are to
carry out the attested function in cognizance of provisions of
the standards, it becomes evident that the information
technology issues arising as a result of [FRS implementation
would directly or indirectly, affect the practice and
perspective of audit. [20] however, noted that some
organizations often neglect to consider the full impact of
IFRS conversion on their information systems oblivious of
the fact that overlooking these issues can result in significant
compliance challenges as the years go by.

These issues raise a question which defines the focus of
this paper. The paper therefore, mainly sets out to reflect on
the question: What are the information technology
implications of IFRS implementation to audit practice in
Nigeria?

2. Literature Review

2.1. IFRS and Financial Reporting in Nigeria: A Brief
Overview

For several years, the Statements of Accounting Standards
(SAS) regulated the practice of financial reporting in Nigeria.
These standards were issued by the Nigerian Accounting
Standards Board (NASB). However in 2010, the roadmap to
convergence with IFRS was enunciated. According to [5],
this move was borne out the belief that that it would be in
best interest of the nation to adopt IFRS. In pursuit of this, a
phased transition spanning a period of three years was
therefore adopted. Nigerian listed companies & Significant
Public Interest Entities (SPIEs) were required to comply with
IFRS for periods ending after 1st January 2012. Other SPIEs
were required to comply for periods ending after 1st January
2013, and small and medium sized entities were slated to
comply for periods ending after 1st January 2014. To this
end, the NASB was restructured to Financial Reporting
Council of Nigeria (FRC) to facilitate an effective adoption
and implementation process [19].

Gleanings from studies, sequel to IFRS adoption, indicate
that deposit money banks seem to constitute the bulk of
institutions in Nigeria that have to a reasonable extent,
presently implemented IFRS. The worst culprits are the small
and medium scale enterprises (SME). One reason, which
could be readily advanced to explain this default, is that the
level of preparedness for its implementation by most of the
SMEs is less than satisfactory [3]. However, in spite of the
much applauded benefits of financial report quality,
comparability and expanded investment possibilities, [15]
noted that the experiences of these deposit money banks
show that there are a lot of difficulties in converging to IFRS
in Nigeria. One of such capacity- related difficulties
highlighted, is the software problems. Accounting packages
that are not compatible with IFRS have to be dropped and
new ones that can enable IFRS implementation acquired. The
challenge faced here is not only in terms of cost of software
acquisition but also that of training personnel to use new

packages. All these are related to information technology
system structure of the organization.

This constraint, among others constitutes the implications
of IFRS implementation and is always cited as limiting
factors to the full implementation of IFRS, as planned. There
is a need therefore to better appreciate the determinants and
dimensions of the impact of this constraint and to ultimately
establish how it affects not just financial reporting but also
the auditing practice.

2.2. The Concept of Information Technology

Information technology refers to the creation, gathering,
processing, storage, presentation and dissemination of
information and all the processes and devices that enable all
these to be done. Concisely, it deals with information system,
data storage, access, retrieval, analysis and intelligent
decision making.

Information Technology has undoubtedly played a
remarkable role in the business sector in recent times. The
rapid change in information technology; the widespread of
user-friendly systems and the great desire of organizations to
acquire and implement up to date computerized systems and
software have made computers much easier to be used and
have enabled accounting tasks to be accomplished much
faster and more accurate than hitherto.

[14] also affirmed that technology; information system and
electronic data processing (EDP) have changed the way
organizations conduct its business, promoting operational
efficiency and aid decision-making.

2.3. IFRS Implementation: The Need for Information
Technology Support

IFRS cannot be implemented in a vacuum. Its successful
implementation has to be premised, inter alia, on the
existence of a formidable information technology supporting
structure. Any organization that has successfully
implemented IFRS had done so to the extent of the
effectiveness of its enabling information technology
structure. In essence, the absence of this structure, as earlier
noted has been one of the key progress limiting factors as far
as the issue of IFRS is concerned.

According to [8], IFRS adoption generally cannot be
accomplished by finance alone. The involvement of the
organization’s technology executives and their related
functions early in the preliminary planning stages could help
potentially costly rework at a later date.

Information technology facilitates the implementation of
IFRS through the design and implementation of internal
controls to fit with the provisions of IFRS. Information
technology support managers are tasked with matters related
to the application of computer systems ranging from
designing, monitoring, and maintenance of software required
to supporting the computerised system of IFRS-based
financial statements [21].

There is therefore the need, not only for the preparers, but
also for auditors to familiarize themselves with the necessary
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software as well as the changes to existing systems,
following the implementation of IFRS by companies in
Nigeria.

2.4. IFRS Implementation: The Changes to Existing
Information Technology Systems

Every system within an organization that uses financial
information is bound to be affected by conversion to IFRS. A
KPMG report indicates that changes in filing requirements
and accounting standards drive conversion to international
financial reporting standards (IFRS) in an organization, while
the process of conversion impacts on general business
information technology systems of that organization [2]. The
implementation of IFRS and its disclosure requirements
impacts the information technology infrastructure of an
organization, particularly source systems, general ledgers,
sub-ledgers and reporting mechanisms [13].

[22] noted that on conversion to IFRS, the pre-existing
systems would definitely not be able to facilitate the financial
information requirements of IFRS. Such development would
lead to a reassessment and change of those pre-existing data
models. The existing interfaces and underlying databases would
need to be adjusted. The company’s financial systems and
reporting infrastructure would also be changed to suit the
changes in accounting policies and financial reporting processes.
Where there are changes to the number of consolidated entities,
mapping structures and financial statement reporting formats,
the consolidation system would also change [22]. In addition,
depending on the relationship between the parents and
consolidated entity’s systems, new electronic interfaces or
processes may need to be established [18]. Also, system changes
or enhancements maybe required to handle the dual-reporting
requirements and modifications may be needed to the
configurations of the settings of various financial sub-
applications, such as fixed assets (depreciation or useful lives)
and inventory valuation calculation and master data [6].

As key areas of focal emphasis, [20] summarily identifies
four key areas of information technology implications which

an organization implementing IFRS must take into
consideration:

(a) New data requirements.

IFRS mandates more comprehensive and detailed

disclosures in financial reports. To capture this level of detail,
organizations require information technology systems that
are capable of tracking more granular information across a
range of new data fields.

(b) Data storage and retention:

The organization implementing IFRS still need access to
its legacy financial systems to comply with data retention
requirements. This raises questions around the company’s
ability to effectively store and retrieve mass amounts of older
financial data. It also has implications around the retrieval of
data for comparative purposes, benchmarking and other
business decisions that involve comparison of data.

(¢) Application level controls:

Any migration to a new financial reporting system will
alter the way in which an organization processes transactions.

In addition to mandating revised business process controls,
this shift will result in the need to amend the organization’s
general application environment to ensure that security,
authentication and access control mechanisms remain
sufficiently robust to meet regulatory requirements.

(d) Implications on business intelligence and decision-
making systems:

This is concerned with the way in which data is shared
across the organization’s enterprise-wide operational
systems. As the organization’s financial data input evolves to
comply with IFRS, the information that feeds into its
operational systems may shift as well. As such, companies
and organizations may find that they have to amend key
inputs into the systems responsible for such things as
forecasting and budgeting, performance management,
incentive-based compensation, decision-support tools or tax-
related reporting. In essence, consideration should be given
to the likely need to change the applications to support IFRS
data collection and financial reporting.

[17], the detailed reporting required in IFRS puts more
pressure on information gathering and could uncover hidden
management reporting aspects of business model in addition
to increasing costs and time spent on information
accumulation. It follows therefore that the transformation to
IFRS is a multi-dimensional, long-range process that usually
involves both short- and long-term initiatives, one of which
is the issue of information technology.

[13], also added that, conversion to IFRS could also be an
added incentive to modify or replace existing systems that
are not delivering adequate or timely information, especially
for organizations involved in transformational initiatives
such as enterprise resource planning, which rely on
comprehensive financial reporting.

Information technology typically represents the most
significant costs of IFRS conversion. In view of these, some
small organizations and those embarking on cost saving
measures may choose to adapt existing information systems
in the short term [13]; taking cognizance of the dimensions
of information technology impact that the organization is
likely to face. To assess potential changes due to IFRS
requirements, an organization should identify changes in
financial information requirements and the impact of these
requirements on existing management information systems,
such as valuation systems and actuarial models [6].

2.5. IFRS Implementation: The Determinants of Impact on
Information Technology Systems

The impact of IFRS implementation on the information
technology structure of any organization varies depending on
the organization’s existing structure and environment. This
may include its information technology and financial systems
capability/integration, industry complexity, company size,
relevance of business process/transaction, internal control
structure, mergers and acquisitions process, and other
attributes [4].

The extent to which systems will need to change depends
upon multiple factors and choices, including the quantity and
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nature of accounting changes driven by IFRS, size and
complexity of the business, strategy for responding to IFRS,
characteristics of the current infrastructure and capabilities
and number of applications that are involved in the collection
of financial data and the generation of financial statements
[6].

[8] agrees that the extent to which systems will need to
change depends upon multiple factors and choices: the size
and complexity of the business, the strategy for responding to
IFRS, characteristics of the current infrastructure and
capabilities and number of applications that are involved in
the collection of financial data and the generation of financial
statements. [20] also shares a similar view that the issue of
IFRS compliance affects each organization differently,
depending on the complexity of its business structure, and
accounting and reporting systems.

2.6. IFRS Implementation: Information Technology
Challenges to Audit Practice

2.6.1. Auditors’ Technical Expertise

According to [1], the practical implementation of IFRS
requires adequate technical capacity, not only among
preparers and users of financial statements but also among
auditors and regulatory authorities. [2] notes that there are no
enough professionals who are able to interpret and translate
the IFRS requirements into information technology changes
and solve the technical issues involved in conversion.
Auditors are expected to understand how the system
processes and produces accounting information and what
controls are operating in the system [16]. However, some
auditors also face the challenge of this know-how deficiency.
Auditors face the challenge of keeping pace with emerging
technology and infrastructure  changes, including
transformation, innovation and disruption [12].

2.6.2. Audit Complexity and Time Efficiency Issues

IFRS is an accounting and financial reporting framework
that requires more judgment and less reliance on detailed
rules. This judgement based approach suggests that there are
many ways of arriving at a reasonable valuation [15]. The
finding of a study by [17] also corroborates the fact that [FRS
adds to financial reporting complexities and increase
compliance with accounting standards. The preparers of
IFRS reports must explain the impact of adoption on the
organization’s former GAAP. Put differently, IFRS has fewer
rules than the local GAAP, this places more challenge of
judgement back in the hands of preparers and auditors. The
auditor is faced with the challenge of having to be more
thorough and punctilious. All these add a new dimension to
audit task that can be time-consuming and complicated [10].

2.6.3. Audit Execution Costs

Auditing as a profession is rigorous, challenging, complex
and ever-changing [8]. Auditors and their assistants
therefore, have to be well equipped with relevant knowledge
and skill in order to enhance audit effectiveness and quality.
On the part of the auditor, relevant changes in clients’

organizational information technology systems structure; in
order to meet IFRS implementation needs; increase the cost
of training audit staff/assistants for qualitative audit service
delivery.

2.6.4. Audit Detection Risks and Errors

According to [14], rapid development of information
technologies causes continued worry about new auditing
risks. The Information technology changes induced by IFRS
pose a risk of possible systematic errors in audit. In the
course of audit planning, auditors face the challenge of
critically review all the areas of high risk in order to ensure
that the planned procedures adequately cover such high risk
areas (http://icanig)

2.6.5. Audit Strategy Reviews

The dynamic nature of IFRS and the Information
technology implications arising from its implementation
confronts auditors with a consistent challenge of reviewing
their audit strategy and processes (planning, testing and
documentation) to keep in pace with expectations.

3. Methodology

The survey research design is adopted for the study. The
population of the study consists of auditors in audit and
accounting firms in Anambra and Akwa Ibom states of
Nigeria. One hundred and twenty (120) auditors are
randomly selected from this population using convenience
and judgemental technique. This constitutes the study
sample. The study employs basically primary data sourced
through a five point Likert scale questionnaire distributed to
the study respondents. The data collected are analysed using
the descriptive statistic such as averages, weight and ranking.

4. Data Analysis and Results

One hundred and six (106) copies of the questionnaire
were completed and returned giving a response rate of
88.33%. The analysis shows that the respondents have an
average of over five years experience in audit practice and
that 92% of the respondents are IT literate. The result of the
analysis shows that the emerging technology and
infrastructure changes arising from IFRS implementation
which requires high IT expertise from auditors is the greatest
challenge confronting the auditors with 92.5% in the
affirmative. (see Appendix).

Next in line with 87.5% is the fact that understanding up to
date computerized systems and software arising from IFRS
implementation is a challenge. It is revealed that changes in
IT structure in order to meet IFRS implementation had
increased the cost of training audit staff for audit
assignments. Also, the technical expertise to keep pace with
the resultant infrastructural changes is a huge challenge
(84.2%); this aligns with the findings of [15]. The other
identified challenges are that expectations for IFRS
implementation have resulted in new dimensions of audit
task which is time consuming and there is an increased



26 Daferighe Emmanuel Emekaponuzo ef al.: Information Technology Implications of IFRS
Implementation in Nigeria: Challenges to Auditors

problem with coping with adjustment of the existing
interfaces and underlying database. The least challenge faced
by the auditors is coping with IT internal control systems as a
result of IFRS implementation and it is ranked next behind
the change of possible systematic errors in audit as a result of
IT changes induced by IFRS.

Other IT implications of IFRS implementation on audit
practice in Nigeria identified include: the issue of accounting
for post- employment benefit schemes; synchronizing client’s
systems with Computer Aided Audit Technique (CAAT) and
lack of the required auditing software. This has made audit
task complex creating difficulties in impairment test for
tangible and intangible assets; and in liability adequacy tests.

5. Conclusion

The result of the analysis shows that the emerging

technology and infrastructure changes arising from IFRS
implementation which requires high IT expertise from
auditors is the greatest challenge confronting the auditors.
Also, the cost implication of changing IT infrastructure poses
another challenge to auditors. Both accountants and auditors
should brainstorm and develop cost-effective software that
will meet and address the IT/IFRS challenges. Hence,
auditors should take up the challenge of updating their
knowledge and skills with regard to IFRS and information
technology in order to brace up for the challenges ahead.
This will enable auditors to provide more reliable, accurate,
transparent, valid and quality audits of financial statements.
The curriculum of accounting training institutions and
professional tuition houses should be updated to meet up the
challenges of IFRS implementation.

Table 1. Results of responses to a structured questionnaire.

SCORES AVERAGE WEIGHT RANKING
| The emerging technol9gy and 1nfrgstructure changes arising from IFRS implementation 494 466 0.925 IST
require high IT expertise from auditors
2 .Understandlr}g of up to date computerized systems and software arising from IFRS 464 438 0875 IND
implementation is a challenge
3 ffechmcal ex.pert.lse to keep pace with infrastructural changes resulting from IFRS 446 491 0.842 4TH
implementation is huge challenge
4 The IT implications of IFRS implementation makes auditing more complicated 414 391 0.781 8TH
5 There is an increased problem with coping with adju§tment of the existing interfaces and 432 408 0815 6TH
underlying database as a result of IFRS implementation
6 ExPect?tlgn for IFRS ?mplementatlon has resulted in new dimensions of audit task 33 413 0.826 STH
which is time consuming
7 Ch?qges in I.T structur.e in order to rr.leet IFRS implementation needs increase the cost of 462 436 0.872 IRD
training audit staft/assistants for audit assignment
8 The IT changes induced by IFRS pose the chance of possible systematic errors in audit. 400 3.79 0.755 11TH
The modifications and configurations of the settings of various financial sub-
? applications have been great challenges with IFRS implementation. 416 392 0785 7T
10 The dy.namlc nature of bIFRS and the IT implications arising from its implementation 410 387 0773 10TH
necessitates regular review of audit strategy and procedures
1 Cioplng with IT internal control systems as a result of IFRS implementation is pretty 336 364 0.728 12TH
difficult
12 The chances of audit risks are higher as a result of the IFRS induced changes to IT 414 391 0.781 STH
systems
Committee Brief from the Audit Committee Effectiveness
Centre. June 2010.
http://www.ifrs.com/overview/board_audit/aud-com__jun-
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