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A Study on Practices and Improvement Factors of Financial Disclosures in
early stages of IFRS Adoption
- An Integrative Approach of Korean Cases; Embracing Views of
Reporting Entities and Users of Financial Statements

Kim, Hee Suk®

Abstract

From the end of st quarter of 2012, Korean mandatory firms had started releasing financial reports conforming to the K-IFRS(Korean
adopted International Financial Reporting Standards). Major characteristics of IFRS, such as 'principles based' features, consolidated
reporting, 'fair value' measurement, increased pressure for non-financial disclosures have resulted in brief and various disclosure practices
regarding the main body of each statements and vast amount of note description requirements. Meanwhile, a host of previous studies on
IFRS disclosures have incorporated regulatory and/or 'compete information' perspectives, mainly focusing on suggesting further enforcement
of strengthened requirements and providing guidelines for specific treatments. Thus, as an extension of prior findings and suggestions this
study had explored to conduct an integrative approach embracing views of the reporting entities and the users of financial information.

In spite of all the state-driven efforts for faithful representation and comparability of corporate financial reports, an overhaul of
disclosure practices of fiscal year 2010 and 2011 had revealed numerous cases of insufficiency and discordance in terms of mandatory
norms and market expectations. As to the causes of such shortcomings, this study identified several factors from the corporate side and
the users of the information; some inherent aspects of IFRS, industry/corporate-specific context, expenditures related to internalizing IFRS
system, reduced time frame for presentation. lack of clarity and details to meet the quality of information - understandability,
comparability etc. - commonly requested by the user group.

In order to improve current disclosure practices, dual approach had been suggested; Firstly, to encourage and facilitate implementation,
(1) further segmentation and differentiation of mandates among companies, (2) redefining the scope and depth of note descriptions, (3)
diversification and coordination of reporting periods, (4) providing support for equipping disclosure systems and granting incentives for
best practices had been discussed. Secondly, as for the hard measures, (5) regularizing active involvement of corporate and user group
delegations in the establishment and amendment process of K-IFRS (6) enforcing detailed and standardized disclosure on reporting entities

had been recommended.

KeyWords: IFRS, Financial Disclosure, Footnotes, Reporting Entities, Users of Financial Statements
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