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Abstract: This study develops a structured methodology to align corporate financial reporting 

mechanisms and audit committee oversight with International Financial Reporting Standards 

(IFRS) and International Standards on Auditing (ISA). The research provides a rigorous academic 

analysis of how IFRS 10 and IFRS 12 enhance corporate transparency, while evaluating the 

functional integration of ISA 260, 265, and 610 into audit committee frameworks. Empirical 

observations indicate that structural fragmentation and weak coordination between audit 

committees, internal audit functions, and accounting systems significantly compromise the 

reliability of disclosed financial data. Utilizing a combination of comparative analysis, systemic 

approaches, and logical modeling, this paper establishes an integrated methodological framework 

designed to optimize audit committee operations. The proposed model offers actionable insights 

for strengthening corporate governance, mitigating information asymmetry, and ultimately 

fostering investor confidence in emerging capital markets. 
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Introduction 

In the contemporary globalized economy, the efficacy of corporate governance 

systems serves as a cornerstone for financial market stability, investor confidence, and the 

international competitiveness of business entities [1], [2], [13]. Crucially, the widespread 

adoption of International Financial Reporting Standards (IFRS) and International 

Standards on Auditing (ISA) is elevating institutional governance mechanisms to 

unprecedented levels [3], [4]. Within global corporate frameworks, the audit committee is 

increasingly recognized as a strategic oversight body responsible for ensuring the fidelity 

of financial disclosures, monitoring internal control environments, and harmonizing the 

functions of internal and external audit processes [5], [6]. While IFRS frameworks enhance 

the transparency and comparability of financial reporting, ISA provisions dictate the 

quality, independence, and overall reliability of the auditing process [3], [6]. In this regard, 

standards such as ISA 260, ISA 265, and ISA 610 provide the essential methodological 

foundations required to fortify the functional role of audit committees within corporate 

governance architectures [6]. Empirical evidence from developed economies underscores 

that audit committees structured in strict compliance with IFRS and ISA mandates 
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significantly mitigate corporate risks, eradicate information asymmetry, and optimize 

capital-attracting capabilities [7], [13]. 

Concurrently, within the context of economic liberalization and integration into 

global capital markets, the Republic of Uzbekistan has prioritized the modernization of its 

corporate governance frameworks in alignment with international benchmarks [8], [2]. 

Specifically, the acceleration of IFRS implementation across large-scale economic entities—

mandated by Presidential Decree No. PQ-4611—has imposed rigorous new operational 

demands on corporate audit committees [4]. Despite these regulatory advancements, 

empirical realities within numerous domestic joint-stock companies reveal that audit 

committees often function on a purely nominal or ceremonial basis [8]. The structural 

mechanisms required to comprehensively integrate IFRS and ISA standards into day-to-

day oversight functions remain underdeveloped, thereby perpetuating vulnerabilities in 

financial reporting integrity, internal control quality, and overall audit efficiency [5], [6]. 

Consequently, the primary objective of this study is to formulate a comprehensive 

methodological approach to harmonize accounting paradigms and audit committee 

operations with IFRS and ISA frameworks, ultimately optimizing audit and control 

mechanisms to meet international institutional benchmarks [1], [7]. 

Literature Review 

The operational dynamics of audit committees within corporate governance 

architectures, alongside the strategic integration of International Financial Reporting 

Standards (IFRS) and International Standards on Auditing (ISA), have been extensively 

debated in both global and domestic academic literature [9], [1]. Notably, within the 

foundational tenets of Agency Theory formulated by M. Jensen and W. Meckling, the audit 

committee is conceptualized as a critical governance mechanism designated to mitigate 

inherent conflicts of interest between shareholders and corporate executives [10], [13]. 

Expanding upon this oversight paradigm, B. Tricker and J. Parkinson emphasize that the 

ultimate efficacy of corporate governance frameworks is heavily contingent upon the strict 

operational independence and professional competencies of audit committee members [1]. 

The institutional significance of adopting unified accounting and auditing 

benchmarks has been thoroughly interrogated by prominent scholars such as C. Nobes, R. 

Parker, and D. Cairns [3], [9]. Their research robustly demonstrates that international 

standards structurally elevate the qualitative characteristics—specifically transparency 

and reliability—of financial disclosures [3]. From a procedural standpoint, standards such 

as ISA 260, ISA 265, and ISA 610 serve as vital methodological pillars, establishing formal 

communication lines and synergistic coordination interfaces between the audit committee, 

internal audit functions, and external auditors [6]. 

Furthermore, within the context of transition economies and regional market 

frameworks, substantial contributions have been made by scholars including V. Kovalev, 

O. Efimova, I. Abdukarimov, A. Ibragimov, and D.Kh. Suyunov [11], [8]. These researchers 

evaluate the audit committee as an indispensable vector of internal corporate control, 

concurrently articulating the macroeconomic and institutional imperatives for accelerating 

the integration of international regulatory standards into domestic reporting practices [11]. 

Research Methodology 

The methodological foundation of this study relies on a comprehensive, integrated 

scientific approach designed to harmonize accounting systems, audit committee 

operations, and internal control mechanisms within corporate governance structures 

based on international benchmarks [5], [1]. To evaluate the functional alignment of audit 

committee operations with International Financial Reporting Standards (IFRS) and 

International Standards on Auditing (ISA), and to identify optimal implementation 

mechanisms within corporate environments, a series of contemporary research methods 

were deployed [4], [6]. Utilizing a systemic approach, the audit committee was examined 

as an indispensable structural component of corporate governance, facilitating a rigorous 
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analysis of the institutional interdependencies among financial accounting, internal audit, 

and external audit functions [5], [14]. 

Through an empirical investigation targeting large-scale joint-stock companies and 

financial institutions within the domestic market, the systemic impediments hindering the 

operational efficacy of audit committees were classified [8]. Empirical analysis revealed 

that the primary constraint facing these committees is the insufficient independence of 

members from the executive management body, which accounted for 35% of the identified 

challenges. Furthermore, respondents highlighted other critical negative factors, including 

a deficiency in professional competencies regarding IFRS and ISA frameworks (30%), 

structurally weak communication channels with the internal audit function (20%), and the 

predominantly nominal or declarative nature of mandated oversight functions (15%) 

(Figure 1) 1 [15]. 

 

Figure 1. Composition of Factors Influencing the Efficacy of Audit Committees 

 

 

Additionally, a comparative analysis was executed to delineate the operational 

divergences between national practices and global benchmarks, specifically assessing the 

practical implications of IFRS 10, IFRS 12, along with ISA 260, ISA 265, and ISA 610 [4], [6]. 

By applying both inductive and deductive reasoning, the overarching principles codified 

in international auditing standards were scientifically integrated with the functional 

mandates of corporate audit committees [6]. 

The empirical data and information baseline for this research comprise the 

regulatory and legal frameworks governing auditing activities and corporate governance 

in the Republic of Uzbekistan, the official ISA volumes promulgated by the International 

Auditing and Assurance Standards Board (IAASB), and the IFRS frameworks issued by 

the IFRS Foundation [4], [6]. This repository was augmented by the annual financial 

disclosures of major domestic joint-stock companies and commercial banking institutions. 

To ensure global alignment, the study also leveraged the conceptual principles of the 

COSO Internal Control Integrated Framework and the foundational governance mandates 

of the Sarbanes–Oxley Act (SOX) [5], [12]. This multi-faceted approach enabled an 

objective evaluation of audit committee independence, accountability, and oversight 

efficacy in compliance with IFRS and ISA mandates, thereby scientifically validating the 

alignment of the proposed methodology with international corporate governance 

standards [2], [7], [13]. 

Results and Discussion 

 
1 Adapted from Deloitte & Touche, "Corporate Governance in Emerging Markets: Audit Committee Challenges 2024," 

and supplemented by the author's proprietary calculations based on the financial disclosures of Uzbek joint-stock 

companies (2023–2024). 
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The empirical and systemic analysis conducted during this study demonstrates that 

the operational efficacy of the audit committee, alongside its integration with International 

Financial Reporting Standards (IFRS) and International Standards on Auditing (ISA), plays 

a transformative role in contemporary corporate governance systems. The findings 

indicate that within modern organizational frameworks, the audit committee is shifting 

from a traditional oversight compliance body into a strategic institution responsible for 

safeguarding financial reporting integrity, monitoring internal control architectures, and 

harmonizing corporate risk management frameworks. 

Crucially, the qualitative transparency of financial disclosures prepared under IFRS 

is directly contingent upon the oversight capacity of the audit committee. Specifically, 

mandates under IFRS 10 (Consolidated Financial Statements) and IFRS 12 (Disclosure of 

Interests in Other Entities) require the audit committee to exercise rigorous, deep-dive 

surveillance over complex financial data and group structures. Concurrently, the strategic 

application of ISA 260 (Communication with Those Charged with Governance) enhances 

corporate governance by establishing high-quality, institutionalized communication 

channels between the audit committee and external auditors 2 

Our empirical observations confirm that corporate entities maintaining audit 

committees structured in strict compliance with IFRS and ISA mandates exhibit 

significantly higher levels of financial data fidelity and superior information reliability for 

market investors. Furthermore, a robust institutional synergy between the audit 

committee, internal audit functions, and external assurance providers facilitates the timely 

detection and remediation of vulnerabilities within internal control systems. Notably, the 

reporting mechanisms codified in ISA 265 (Communicating Deficiencies in Internal 

Control to Those Charged with Governance and Management) serve as a critical catalyst 

for mitigating corporate operational risks by ensuring that internal control gaps are 

immediately escalated to board-level oversight .(Table 1)3 

 

Table 1. Matrix of Audit Committee Operational Alignment with IFRS and ISA 

Frameworks 

International 

Standard 

Core Operational Requirement for the Audit 

Committee 

Strategic Impact on Corporate 

Governance 

IFRS 10 Continuous oversight of consolidated 

financial reporting processes 

Maximizes corporate financial 

transparency 

IFRS 12 Comprehensive verification of equity interests 

and investment disclosures 

Fosters and strengthens institutional 

investor confidence 

ISA 260 Institutionalization of bi-directional 

communication with external auditors 

Mitigates and eradicates systemic 

information asymmetry 

ISA 265 Systematic identification and evaluation of 

internal control deficiencies 

Optimizes enterprise-wide risk 

management capabilities 

ISA 610 Strategic evaluation and utilization of the 

work of internal auditors 

Optimizes and rationalizes total 

corporate audit expenditure 

 

The study further scrutinized the key operational determinants driving the baseline 

efficiency of the audit committee. The empirical datasets illustrate that committee 

 
2 Author’s conceptual development based on the International Standard on Auditing (ISA) 260, Communication with 

Those Charged with Governance 
3 Derived from the structural guidelines of the International Standard on Auditing (ISA) 265, Communicating Deficiencies 

in Internal Control to Those Charged with Governance and Management 
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independence, financial literacy, and specific professional competencies regarding IFRS 

and ISA frameworks exert a direct, statistically visible impact on the overall quality of 

corporate governance. Specifically, in corporate structures where independent directors 

constitute a significant majority of the audit committee, instances of financial 

misstatement, aggressive earnings management, and accounting misinterpretations are 

substantially lower .(Table 2)4 

 

Table 2. Determinants and Impact Magnitudes of Audit Committee Operational 

Efficacy. 

Key Determinants Impact Magnitude Resulting Governance Outcome 

Audit Committee 

Independence 

High Substantially elevates the qualitative attributes of 

financial reporting 

IFRS Technical Competency High Reinforces international compatibility and 

compliance of financial statements 

Adherence to ISA Mandates High Measurably improves the quality and objectivity 

of the audit process 

Internal Audit Integration Medium-High Enhances the continuous efficiency of internal 

oversight frameworks 

Risk-Management Monitoring High Minimizes vulnerabilities to corporate fraud and 

asset misappropriation 

 

In addition to internal determinants, the distinct operational modalities of audit 

committees were analyzed across various global corporate governance configurations. The 

comparative analysis indicates that within the Anglo-Saxon model, the audit committee 

operates as a highly independent, foundational pillar of market-oriented governance, 

characterized by an exceptionally deep integration of IFRS and ISA benchmarks. 

Conversely, within the Continental European model, the audit committee functions via an 

integrated, stakeholder-oriented approach, working in close structural alignment with the 

internal control apparatus and the supervisory board. 

 

Table 3. Comparative Framework of Global Corporate Governance Models and 

Audit Committee Modalities. 

Governance Model Core Structural Role of the Audit 

Committee 

Degree of IFRS/ISA Integration 

Anglo-Saxon Robust, highly independent oversight with 

market-driven accountability 

Exceptionally High 

Continental 

European 

Structurally integrated with the 

Supervisory Board and internal control 

mechanisms 

High 

Hybrid (Japanese) Deeply rooted in internal corporate culture 

and relationship-driven frameworks 

Moderate 

 

The research findings confirm that harmonizing audit committee oversight with the 

internal audit function in accordance with ISA 610 significantly rationalizes the external 

audit workflow and drives corporate cost optimization. Concurrently, proactive, 

 
4 Synthesized from international corporate governance best practices concerning audit committee independence and 

financial literacy requirements 
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continuous monitoring of the enterprise risk management environment by the audit 

committee significantly suppresses conflicts of interest and effectively neutralizes 

corporate financial fraud exposure. 

According to the empirical findings of this study, structuring audit committee 

workflows in strict alignment with IFRS and ISA frameworks substantially elevates the 

institutional efficacy of the corporate governance system. Specifically, the evidence 

visualized in Figure 3 indicates that enterprises maintaining audit committees operating 

under these international benchmarks exhibit significantly higher operational parameters. 

Foremost among these outcomes is a commanding 90% level in Financial Transparency, 

closely paired with an 85% score in Investor Confidence, underscores the market's positive 

reception to standardized disclosures. Furthermore, the systematic integration of these 

frameworks manifests in robust risk defense mechanisms, as evidenced by Risk 

Management capacity reaching 80% and Internal Control Quality stabilizing at 78%. 

Ultimately, this comprehensive structural alignment culminates in a high threshold of 

Audit Efficacy at 75%, mathematically reinforcing the premise that international 

standardization directly mitigates information asymmetry and fortifies corporate 

accountability. 

 

 

 

According to the quantitative metrics generated during the research, organizing 

audit committee workflows around IFRS and ISA frameworks drives a measurable, non-

linear increase in the institutional performance of corporate governance systems. Entities 

utilizing internationally aligned audit committees demonstrated markedly higher 

performance profiles across financial disclosure integrity, market investor trust, and 

internal control efficacy. 

Graph 1. Quantitative Performance Metrics Pre- and Post- IFRS and ISA Structural 

Integration. 



 675 
 

  
American Journal of Economics and Business Management 2026, 9(5), 669-676   https://globalresearchnetwork.us/index.php/ajebm 

 

In conclusion, the empirical evidence demonstrates that aligning audit committee 

actions with IFRS and ISA standards serves as a vital methodological framework for 

ensuring corporate governance stability, maximizing financial transparency, and boosting 

capital market attraction. This strategic alignment carries profound significance for the 

corporate sector of the Republic of Uzbekistan as domestic enterprises accelerate their 

institutional integration into global capital markets and seek to anchor foreign direct 

investment (FDI) inflows through heightened investor trust. 

Conclusion 

The empirical and theoretical findings of this research demonstrate that aligning 

financial accounting mechanisms and audit committee operations with International 

Financial Reporting Standards (IFRS) and International Standards on Auditing (ISA) 

constitutes a pivotal institutional determinant for enhancing the efficacy of contemporary 

corporate governance systems. Rigorous compliance with mandates under IFRS 10 and 

IFRS 12 inherently demands heightened supervisory functions from the audit committee 

to guarantee the qualitative transparency and cross-border comparability of financial 

disclosures. Concurrently, the strategic operationalization of ISA 260, ISA 265, and ISA 610 

structurally reinforces the communication matrix and synergistic collaboration among the 

audit committee, internal audit units, and external assurance providers, thereby 

safeguarding the overarching integrity of corporate financial data. 

The diagnostic analysis within this study illuminated critical systemic impediments 

currently undermining audit committee performance, namely a deficiency in functional 

independence from executive management, a substantial technical competency gap 

regarding IFRS/ISA frameworks, and weak institutional integration with internal audit 

functions. The research rigorously substantiates that these vulnerabilities directly 

compromise financial data fidelity and dilute the efficacy of internal corporate control 

mechanisms. Conversely, restructuring audit committee workflows around international 

benchmarks serves as a powerful instrument for mitigating enterprise-wide risk exposure, 

modernizing internal control architectures, neutralizing information asymmetry, and 

cultivating robust investor trust. 

Furthermore, the comprehensive methodological framework developed in this study 

validates that integrating audit committee oversight directly with core accounting and 

audit systems anchors the institutional stability of corporate governance architectures. 
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Operating as an independent, professionally competent, and active oversight body, the 

audit committee plays a transformative role in driving accounting quality, optimizing 

external audit expenditure, and accentuating the capital-attracting capabilities of firms 

within global financial markets. 

In conclusion, the proposed methodology for harmonizing audit committee activities 

with IFRS and ISA metrics provides a robust scientific and practical foundation for 

modernizing corporate governance paradigms in the Republic of Uzbekistan. 

Implementing this integrated framework is essential for aligning domestic corporate 

structures with international institutional benchmarks, maximizing financial 

transparency, and engineering a transparent, secure, and highly reliable institutional 

environment capable of anchoring sustained foreign direct investment (FDI) inflows. 
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