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TODAY’S WEBINAR

Common areas for disclosure 
weaknesses and errors

Importance of disclosures reflecting 
current economic environment



WHAT ARE THE COMMON DISCLOSURE ISSUES?

1. Impairment of assets

2. Cash flow statements

3. Financial instruments

4. Revenue

5. Presentation of financial 
statements

1. Fair value measurements

2. Provisions

3. Leases

4. Judgements and estimates

5. Deferred tax



IMPAIRMENTS

Common disclosure 
problems

No explanation of determination and 
description of CGUs, including those 
with goodwill allocated

Lack of information around the key 
assumptions used and sensitivity 
analysis

No explanation of circumstances that 
led to impairment

Lack of information on the 
determination of the discount rate 
used

What to consider

The smallest identifiable group of 
cash flows, management reporting, 
risks

Growth rate, discount rate

Internal factors (obsolescence, 
damage) and external factors 
(interest rates)

Use pre-tax rate, consider risk free 
rate, country, currency etc



CASH FLOW STATEMENTS

Common disclosure 
problems

No explanation of what makes up 
cash and cash equivalents

Incorrect classification of cash 
flows

Using incorrect starting point in 
operating profit reconciliation

Not treating the cash in an 
acquired subsidiary correctly

What to consider

Include all cash and short term (<3 
mths) cash equivalents and 
investments 

What is the nature of the cash 
flow, and related BS or P&L item

Expected starting point is 
operating profit

Acquisition date cash is netted off 
against cash consideration. Year-
end cash included in C&CE



FINANCIAL INSTRUMENTS

Common disclosure 
problems

Lack of information on classification and 
measurement of financial assets and 
liabilities

Poor analysis of ECL measurement for 
trade receivables

Omitting some of the detailed 
disclosures in IFRS 7

What to consider

What is the business model? Why 
holding financial assets and liabilities?

Has the simplified approach been 
taken? Any changes to portfolio and 
risk? What historical and forward-
looking information is used?

Consider credit, liquidity and market risk 
for financial instruments



BURBERRY GROUP PLC EXTRACTS

Source: Burberry group plc annual report



REVENUE

Common disclosure 
problems

No disaggregation of revenue 

Lack of information on transaction 
price and variable consideration

No details on timing of recognition 
and remaining performance 
obligations
No reconciliation of changes in 
contract assets and contract 
liabilities

What to consider

How is revenue reported internally, by 
product type or geography or other 
method

Discounts, rebates, penalties. How is 
‘highly probable’ assessed?

Consider how performance obligations are 
satisfied and completeness of contracts

Wha costs have been capitalised, does it 
agree to accounting policy? How has 
balance moved in year? 



FAIR VALUE MEASUREMENTS

Common disclosure 
problems

Incorrect classification in fair value 
hierarchy

Lack of information on any estimation 
uncertainty in valuations

Insufficient information on measurement 
technique used

What to consider

The maximum use of relevant 
observable inputs into the calculation, 
level 1, 2 or 3 

What are the key assumptions and 
detail uncertainty

No specific valuation method 
prescribed, but should consider reliable 
data and relevant method to use 



KEY DISCLOSURES SUMMARY

Source: FRC 

Thematic review – 

IFRS 13 Fair value 

measurements 

June 2023 



PROVISIONS

Common disclosure 
problems

No explanation of the nature of each 
category of provision

No information on the indicators of 
uncertainty in timing or amount

Lack of detail on movements in the 
period

What to consider

Types of provisions, the exposure, the 
timing, the amounts

What is the timeframe, basis for 
measurement of best estimate, 
estimated costs, if any

What provisions have been utilised in 
the year, or increased in the year, or 
new provisions in the year



LEASES

Common disclosure 
problems

Insufficient detail on leasing 
activities 

Lack of detail on areas of 
judgement

No details of exposure to future 
cash outflows from leases

Recommended to disclose amounts 
in table format

What to consider

The business strategy and the 
impact on the financial position

Lease term, incremental borrowing 
rate

Lease term and cash commitments, 
not lease liability measured at 
present value

Collating relevant lease amounts in 
one note for disclosure purposes



JOHN LEWIS LLP EXTRACTS

Source: John Lewis & Partners annual report



JUDGEMENTS AND ESTIMATES

Common disclosure 
problems

Insufficient detail on judgements made in 
accounting policies

Lack of disclosures on estimation 
uncertainty and the possible impact on 
future carrying values

Inadequate sensitivity analysis on 
carrying amounts and assumptions used

What to consider

Lease term and use of break clause, 
revenue recognition, identification of 
CGUs, provisions

Impairment  VIU measurement – growth 
rate, discount rate. Provide explanations 
and granularity in numbers

Sensitivity on assumptions used in 
valuations and impairments calculations, 
e.g. discount rate. Ensure information is 
meaningful



JUDGEMENTS AND ESTIMATES

FRC thematic review – Judgements and estimates update July 2022



DEFERRED TAX

Common disclosure 
problems

Tax reconciliation note including 
incorrect items

Incorrect recognition of deferred tax 
assets and no explanation of 
recoverability

What to consider

Identify items that are a reconciling items 
from accounting profit to taxable profit. 
Use tax specialists if required

Does it meet specific criteria? When is it 
expected to be recovered? Is the 
assumption still the same?



OTHER AREAS

• Accounting policies
• Now required to disclose material accounting policies

• Common problems – boilerplate disclosures

• Related party transactions
• Incomplete disclosures

• Going concern disclosures if appropriate
• Tailor to relevant events and circumstances



CURRENT MARKET CONDITIONS

• Climate related matters – provisions, impairments, valuations

• Decrease in interest rates – impact on discount rates used in 
VIU impairment measurement

• Cost of living issues and impact on slower or smaller growth 
rates being used

• Impact on ECL provisions if a decline in trading conditions



OFFSETTING

• Permitted to offset if, and 
only if, the entity:
• has a legally enforceable right 

to set off the recognised 
amounts, and

• intends either to settle on a net 
basis, or to realise the asset 
and settle the liability 
simultaneously



DISCLOSURE CHECKLIST

• Use a disclosure checklist
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