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Overview of the session

* |IFRS Disclosures — key principles

* Key issues — top 10 issues identified by regulators
* Impairment related disclosures

* Tax disclosures —income and deferred taxes

* Cash flow related disclosures and issues

* Key principles and guidance for 2025 year ends



IFRS disclosures — key principles



IFRS presentation

» No standard formats
P Minimum disclosure standards

P IFRS recognises three types of
financial statement

P Individual company
» Consolidated
P Separate (of a parent)



Primary statements

* Financial position (or balance sheet)
e Statement of comprehensive income
e Statement of change in equity

e Statement of cash flows

* Notes to the accounts

 Statement of financial position for earliest period presented (where
prior period adjustment made)



Other pervasive presentation requirements

» Must comply with all of IFRS
P Information must be presented fairly
P Apply materiality to determine how to aggregate and present items

P No offsetting of assets with liabilities, income with expenses (i.e. commission received offset
with share of commission paid to agent)

P Show comparative information for all amounts reported



IAS 1 — Notes to the accounts

P Should help users:

P Systematic
P Same consistent order
P Cross referenced

P Details about the entity must be given — domicile, legal status for example
P Details of dividends

P Analysis of capital and capital management policy



Key issues — top 10 areas identified/
challenged by regulators

Impairments

Cash flow statements

Financial instruments

General presentation points
Revenue

Management commentary
Judgements and estimates
Income taxes

. Consolidated financial statements
10. Sustainability
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Impairment disclosures — have you checked?

* Consistency of key assumptions throughout the financial statements —
such as growth rates.

* You have clearly explained the ‘headroom’” — change in assumption
that would result in an impairment loss

* The different assumptions and growth rates used across different
Cash Generating Units (CGUs)

* How goodwill is allocated across the different CGUs

 Whether all cash flows used in value in use calculation (VIU) have
treated tax consistently — should be pre-tax rates



Judgements and estimation uncertainties

* Ensure full disclosure of assumptions and sensitivity to change
* Level of returns for goods sold online with 30 day returns policy
 What are key assumptions likely to be?

e What is the sensitivity = +/- 5% or 10% perhaps?

* Disclosures identified that did not seem to be material or would
present a significant risk to the valuation of assets or liabilities.
* Why would that be?

* Ensure estimation uncertainties are distinguished from other
uncertainties — such as asset useful lives



IFRS 15 and revenue — regulatory review

* Key issues are with policy disclosures

e Other issues

* Explanation of disaggregation of revenue streams between performance
obligations

* Disclosure of ‘contract balances’ not given even though entity has disclosed
deferred income

* Significant judgements missing

* No details given about contract costs — to obtain or fulfil a contract(what is
included?)



IFRS 15 — accounting policies some examples
to review. Good or bad?

1.“Revenue in respect of service contracts is recognised as the services are
performed in line with the contractual terms”

2.“Revenue is recognised using a percentage complete method by reference to
effort incurred to date relative to total effort to complete the contract”

3.“Revenue from services is recognised on completion of the services rendered”



Key deferred tax and current tax disclosures

Current tax expenses

* Previous over/under provisions

Deferred tax expense

Deferred tax expenses recognised

* Movements on key components of the provisions



Tax reconciliation

* Accounting profit x applicable tax rate

* Adjusted for non-deductible expenses and tax free income
e Equals —actual tax rate

* Equals tax expense

* The reconciliation needs to explain the differences



Tax disclosures— key criticisms

* Specifity — most companies only reported boilerplate disclosures as to nature of
evidence available to support deferred tax assets recognised

* No mention of specific steps to improve profitability
* Good example of loss was due to a one-off event

e Judgements and estimates
* Little evidence of sensitivity analysis
* Range of outcome and likelihoods not quantified

* Transparency —too vague and general
* Should state expected period of recovery of assets
* Provide geographical analysis
* Material deferred tax balances on balance sheet with no movements disclosed in the notes

* Consistency — of key assumptions and estimates
* With impairment testing and value in use calculations; and
* Going concern assessment



Examples — good or bad?

* During 202X there has been a significant improvement in the price of
copper (with the price reaching record levels in nominal terms during
the year) and also the near term copper price outlook. As a result the
company began to generate taxable profits in 202X.

e Current forecasts indicate that the losses will be utilised over

approximately the next 8 years (the asset that generates these profits
has a remaining useful life of 22 years).

* We have assessed that the current structure continues to be
sustainable under the tax law substantively enacted at the balance
sheet date and the group’s intention to keep these activities in
Luxembourg remains unchanged.



Cash flow statements - additional disclosure
requirements

> Significant non-cash transactions
> Asset acquired financed 100% by loan

> Separate components of cash and cash equivalents
> Balances not available for use by the group

> Other optional disclosures
> Undrawn borrowing facilities
> Cash flows to increase operating capacity and those to maintain capacity
> Segmental information
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Regulatory report — key findings

> Lack of explanation as to definition of cash and cash equivalents — what is
included/ excluded

> Notes did not agree or fully explain the cash flow
> Movements in financial liabilities

> Lack of clear linkage between
> Cash flow; and
> IFRS 7 risk disclosures and liquidity disclosures
> Management commentary/ strategic report etc
> Going concern risks and reverse stress test

18



Consistency checklist applied by accounts reviewers

> Reconciliation of net cash from operating activities to profit and loss
> Notes to the accounts — PPE, impairments etc

> Working capital movements
> Balance sheet and notes

> Business combination related
> Supporting business combination notes

> Cash flows with shareholders
> Statement of Changes in Equity

> Proceeds from and repayment of borrowings
> Disclosure of changes in liabilities
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Summary of findings relating to Cash flows and
supporting notes

> Most issues company specific and unusual

> Under IFRS large balance of cash equivalents not explained why not an
investment

> Restricted cash balances — nature of restriction not clearly explained

> Classification of more unusual cash flows

> Derivatives relating to new finance (interest rate option?) — investing or
financing cash flows?

> Non-cash charges relating to invoice financing arrangements

> Group cash and treasury pooled and not analysed into
> Investing — loans to other group companies; and
> Financing — loans from other group companies

> Reconciliation of net debt — most common failing
> Vague, incomplete or missing
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Analysis of Changes in Net Debt — FRC good
example provided

Cash flows Exchange
movements

£000s £000s £000s £000s
Cash at bank and in hand 271,183 80,352 11,196 364,731
Debt due in more than one year (note (9,229) - (1,163 (10,392)
17)
Finance leases (notes 16 and 17) (1,095) 1,095 - -
Shares classified as liabilities (18) 4 - (14)

Total Net Funds 262,841 81,451 10,033 354,325



IFRS compliant disclosures — key messages

» Key comment from regulators - good disclosures = Clear and concise

* Auditors

* Full compliance with IFRS checklist does not necessarily = true and fair view/ fair
presentation

 Tell the story
* Avoid immaterial disclosures

* Boilerplate repetition from year to year



Key themes for 2024/25

* Pre-issuance checks and controls over financial statements need to be
improved

* Profit figure on cash flow different to as reported in income statements for
example

* Improved reporting and better explanation of risks and uncertainties

* Narrative reporting
* Front end (strategic reports and TCFD) compared with financial statements

* Widening quality gap between listed company compliance and rest of
market



Thank you and any questions?

Please do provide us with
feedback



The content of this course, along with the slides and accompanying notes, remains the copyright of the presenter and should not
be reproduced, shared, distributed or provided to generative artificial intelligence (Gen Al) language models (or equivalent)
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Where this document contains public sector information, this is licensed under the Open Government Licence v3.0
(www.nationalarchives.gov.uk/doc/open-government-licence/version/3/).

Where reference is made to professional body websites, the copyright for the material in question is retained by the relevant
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