Q4 Discuss the costs & benefits to users and preparers of FS of increased disclosure.
COST TO THE PREPARER
Increased disclosure is for users and not to preparers but of course preparers have to prepare increased disclosure and it costs.

COST  1. PAPER

Of course the greater the disclosure the bigger the Financial Statements the more paper is consumed.

COST  2. ACCOUNTANTS

The greater the disclosure the more accountants are required to compile that disclosure.

COST  3. AUDITORS

The greater the disclosure the bigger the Financial Statement and so the more auditor hours are required to audit those Financial Statements.

BENEFITS TO USERS

But the preparers of Financial Statements are prepared to put up with the above costs because of the benefits to the users.

BENEFITS  1. UNDERSTANDING

The greater the disclosure in Financial Statements the greater the understanding of those Financial Statements and so the greater the understanding of the entity.

BENEFIT  2. SHARE VALUATION

Deriving from the above the greater the understanding the better that market players can value the shares.

BENEFITS 3. M&A

Improved disclosure in Financial Statements helps shareholders to better assess the quality of any M&A takeover offer.

SMEs
Which brings us to IFRS for SMEs. In SMEs it is often argued that the cost to the preparer of increased disclosure outweigh the benefits to users. This is why the IFRS for SMEs allows reduced disclosure.

PROPOSALS

Not only has disclosure increased in recent years but also proposals will increase disclosure going forward:

1. REVENUE

The proposals on revenue move revenue recognition from performance focus to positional focus whcich will change the revenue disclosed.

2. FAIR VALUE MEASUREMENT (IFRS 13)

The proposals on fair value measurement require the use of a hierarchy and the disclosure of the levels used.

3. PRESENTATION

The presentation project proposes that we move from indirect cash flows statements and put the indirect method operating profit reconciliation in the notes.

4. GROUPS (IFRS 12)
The new IFRS on disclosure of group relationships requires that entities disclose the relationship of the parent with other entities.


(IFRS 10) CONTROL – power to direct activities


(IFRS 11) Influence – power to participate (makes JV associate)
5. PERFORMANCE

And hopefully one day the IASB will finally combine the I/S and OCI into one performance report.

