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Abstract:

The research aims to examine the impact of accounting treatment of toxic assets on the quality of financial reports
in light of International Financial Reporting Standards (IFRS). The study adopts an analytical approach based on
developing a proposed model for treating high-risk assets in Baghdad Soft Drinks Company. The research problem
arises from the fact that improper measurement of toxic assets, or inadequate disclosure of their related risks, may
lead to overstating assets and profits, thereby weakening the quality of financial reports and their ability to provide
relevant and reliable information to users. The research relied on the descriptive analytical approach by addressing
the concepts and characteristics of toxic assets, as well as their accounting treatment under IFRS, particularly in
relation to measurement, recognition of expected credit losses, and risk disclosure. A proposed analytical model
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was developed based on the receivables item in Baghdad Soft Drinks Company for the years 2022-2024, as this
item is directly associated with collection risk. Expected credit losses were calculated, and their impact on
receivables and net income before tax was analyzed. The research concluded that recognizing expected credit losses
leads to a reduction in receivables and net income before tax. However, this reduction reflects a more conservative
and realistic accounting treatment that helps limit the overstatement of assets and profits. The results of the
proposed model also showed that proper accounting treatment of high-risk assets contributes to improving the
quality of financial reports by enhancing relevance, faithful representation, transparency, and comparability.
Accordingly, the research recommends that companies should pay greater attention to analyzing high-risk financial
items, disclose the aging of receivables, collection rates, and related guarantees, and apply appropriate models for
estimating expected losses in line with IFRS requirements.

Keywords :Toxic assets, accounting treatment, quality of financial reports, expected credit losses, IFRS.
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