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Dear all,  

We are pleased to welcome you to the new edition of our IFRS Newsletter.  

Our aim is to keep you updated with all the latest news and developments on IFRS and 
financial reporting along with the potential impact they may have on your business.   

In this issue we discuss some financial reporting and accounting challenges related to 
COVID-19 and other financial reporting issues that may be relevant for years ending on 
or after 31 December 2020 as a result of regulatory focus and the current economic 
environment:   

Judgements and estimates 
Going concern 
Presentation of COVID-19-related items in the statement of profit or loss 
‘Non-GAAP’ or alternative performance measures 
Liquidity risk management 
Expected credit losses 
Impairment reviews 
IFRS 16 Leases 
IFRS 15 Revenue from Contracts with Customers 
Reporting the effects of income tax 
Climate change  

We hope that you find our newsletter insightful and if you would like to discuss any of 
the topics covered, please do not hesitate to contact us. 

Best regards, 
 

Dimitris Katsibokis 
Partner 
Assurance Leader 

                                   

 

http://www.deloitte.gr/


 
 

  Judgements and estimates 

The uncertainties brought by the pandemic are likely to have broadened the range of 
reasonably possible assumptions that management is required to make about the future 
in preparing financial statements.  

The macroeconomic impact of the pandemic, the timing and shape of recovery, the 
availability of fiscal/financial support and the ultimate effects on future operating results 
and cash flows make reliable point estimates challenging. Entities will often need to use 
different scenarios as part of their forecasting process (for example as part of the 
impairment tests required by IAS 36 Impairment of Assets). The weighting of the different 
scenarios to develop an expected value needs to be calibrated based on reasonable, 
supportable and realistic estimates and assumptions, in order to avoid the risk of an 
overly optimistic or pessimistic bias. 

To enable users to understand the impact of uncertainty on the reported numbers, it will 
be critical that management provides sufficiently detailed disclosure of significant 
judgements and key sources of estimation uncertainty as required by IAS 1 Presentation 
of Financial Statements. Entities must provide a quantification of estimation uncertainty 
and disclose the assigned values for key inputs and assumptions. In many cases, this will 
require information about the sensitivity of carrying amounts to the methods, 
assumptions and estimates underlying management’s calculation as noted in IAS 1:129. 

In identifying areas for which disclosure of significant judgements and major sources of 
estimation uncertainty is required, entities need to take into account items relating to 
their business model, financial position, performance and cash flows which have raised 
particular concerns or discussions in the management, administrative or supervisory 
bodies, including the audit committee, and with the external auditors. These disclosures 
are particularly important as entities with similar circumstances may have different 
judgements and estimates based on the information available. Entities should also ensure 
consistency with major risks disclosed in other areas of the financial statements and the 
annual financial report, as well as reflecting consistency with areas identified as key audit 
matters. 

Entities will need to consider all available information in that process and must make sure 
that estimates, assumptions and judgements are consistent with each other. 

 

 
 



 
 

  Going concern 

The potential prolonged disruption caused by COVID-19 may raise concerns about 
whether an entity is able to continue as a going concern for at least 12 months from the 
date the financial statements are authorised for issue, taking into account all the 
information available up to that date. Entities will need to consider the following factors, 
among others: 

• Changes in forecast results 
• Potential liquidity and working capital shortfalls 
• Ability to access capital 
• Contractual obligations 
• Diminished demand for products and services 
• Disruption to supply chains 
• Over-reliance on temporary public support measures 

In addition, management must consider whether its plans, including potential 
government assistance, are able to mitigate the negative impacts on its business.  

While the effects of COVID-19 may be greater in certain industries (e.g. airlines, travel, 
hospitality), the current economic environment has significantly strained the ability of a 
number of entities to develop and maintain sustainable business models. When 
management is aware of material uncertainties that cast a significant doubt on the 
entity’s ability to continue as a going concern, IAS 1:25 requires the entity to disclose 
those material uncertainties in the financial statements. The disclosure should be specific 
to an entity’s own situation, for example explaining how and when the uncertainty may 
crystallise and its impact on the entity’s resources, operations, liquidity and solvency. The 
assumptions used in determining whether an entity is a going concern must be consistent 
with the information used in other areas of the financial statements (e.g. liquidity risk 
management disclosure, impairment of non-financial assets, recognition of deferred tax 
assets, hedge accounting). 

In the current environment, reaching the conclusion that there are no material 
uncertainties that cast substantial doubt on the entity’s ability to continue as a going 
concern may involve significant judgements on the range of outcomes to consider and 
the probabilities assigned to those outcomes. In the July 2014 IFRIC Update, the IFRS 
Interpretations Committee concluded that disclosure of significant judgements is 
required when an entity concludes there is no material uncertainty regarding its ability to 
continue as a going concern but reaching this conclusion involved significant judgement.  

 

 
 



 
 

  Presentation of COVID-19-related  
      items in the statement of profit or loss 

Whilst the current environment may be unprecedented, it results from a series of 
events globally that are likely to have a wide range of potentially long-term 
consequences. Some of the impacts will give rise to discrete losses or expenses, such as 
those related to impairment losses or restructuring plans. However, there may also be 
other impacts such as an overall decrease in entities’ profitability due to lower revenue 
and/or the continuance of salaries and other expenses while operations are closed or 
curtailed. Accordingly, the identification and quantification of the impacts of COVID-19 
on an entity’s performance may be difficult without the use of arbitrary assumptions or 
allocations. Further, it would not be appropriate to present results in IFRS financial 
statements as though the impacts of COVID-19 had not happened on the grounds that 
the issue was not present in the comparative period.  

For these reasons, it will generally be more appropriate to include information that 
entities seek to provide to explain the impact of COVID-19 in the notes to financial 
statements or other financial communications. 

Many of the impacts of COVID-19 on an entity are likely to form part of the entity’s 
normal activities and thus should be considered to form part of the underlying business 
performance. IAS 1:45 requires that the presentation of items in the financial 
statements must be retained from one period to the next. It would therefore not be 
compliant with this requirement to exclude COVID-19-related items from ‘underlying’ 
results presented in the statement of profit or loss. 

Regulators encourage entities to disclose qualitative and quantitative information on the 
significant impacts of COVID-19 and the methodology applied for their determination, in 
a way that provides a clear and unbiased picture of the multiple areas affected by 
COVID-19. Entities could consider providing such disclosures in a single note or, if the 
impacts are explained in multiple notes, provide clear cross-referencing amongst the 
relevant notes. 

 

 
 

  ‘Non-GAAP’ or alternative performance 
measures 

The use of ‘non-GAAP’ or alternative performance measures (APMs) has been an area of 
regulatory concern in many jurisdictions around the world for some time, with the 
International Organisation of Securities Commissions, IOSCO, publishing a Final 
Statement on Non‑GAAP Financial Measures in 2016. In its 29 May 2020 Statement on 
Importance of Disclosure about COVID‑19, IOSCO notes “given the uncertainty in the 
current environment, issuers should carefully evaluate the appropriateness of an 
adjustment or alternative profit measure. Not all COVID-19 effects are non-recurring 
and there may be a limited basis for management to conclude that a loss or expense is 
non-recurring, infrequent or unusual… It could be misleading to describe an adjustment 
as COVID-19 related, if management does not explain how an adjusted amount was 
specifically associated with COVID-19. For example, we caution issuers from 
characterizing an impairment as COVID-19 related, where indicators of impairment 
existed prior to the pandemic that are unrelated to COVID-19. Additionally, 
characterizing hypothetical sales and/or profit measures (e.g., had it not been for the 
effect of COVID-19 the company’s sales and/or profits would have increased by XX%) as 
non-GAAP financial measures would not be appropriate.” 

 

 
 



 
 

  Liquidity risk management 

In these uncertain times when access to financing may prove more difficult than usual, 
regulators highlight the importance of providing clear information on an entity’s liquidity 
position, as required by IFRS 7 Financial Instruments: Disclosures.  

The pandemic may have given rise to new significant financial risks that did not exist 
before or which were not as significant. Events and transactions that might reveal 
liquidity risk include, for example, new significant amounts of debt, debt renegotiations, 
new financial arrangements or the breach of debt covenants. 

Entities may look for ways to manage their liquidity risk, including the use of alternative 
sources of funding, such as delayed payment to suppliers and arrangements with 
financial institutions such as supplier financing and reverse factoring which may permit 
the entity to draw down on financing in exchange for the financial institution paying the 
entity’s suppliers. Disclosure of these facilities will be critical particularly when they are 
material to the entity’s funding or viability.  

Also, entities that have benefitted from government grants and assistance, forbearance 
or payment moratoria measures should disclose this fact along with the features of any 
such measures to enable users to understand any risks that may stem from their 
discontinuation. 

Other impacts that may require disclosure include delays in capital project plans, cost 
reduction programmes or changes in the entity’s dividend policy. 

 

 
 

  Expected credit losses 

COVID-19 can affect the ability of borrowers, whether corporate or individuals, to repay 
amounts owed. Individual and corporate borrowers may have a particular exposure to 
the economic impacts in their geography and industry sector. Reductions in forecasts of 
economic growth increase the probability of default across many borrowers. More 
broadly, a decline in asset prices means a decline in the value of the underlying 
collateral, which then may lead to increased loss rates. 

The impact of COVID-19 on expected credit losses (or ECL) will be particularly 
challenging and significant for banks and other lending businesses. However, the effect 
could also be significant for non-financial corporates. This is because ECL applies not 
only to loans to third parties, but also to many investments in interest-bearing financial 
assets (for example, bonds and debentures) as well as to trade receivables, loans to joint 
ventures and associates, contract assets, lease receivables, issued loan commitments 
and financial guarantee contracts. In individual entity financial statements it also applies 
to intra-group transactions such as intra-group loans or guarantees provided by the 
reporting entity on other entities’ debt obligations.  

The staging analysis in IFRS 9 Financial Instruments requires the estimate of lifetime 
probability of default at initial recognition of a financial asset and at each reporting date 
thereafter, based on an assessment of forward-looking information, which is particularly 
challenging given uncertainties regarding the impact of COVID-19. Despite the 
challenges, entities are required to make estimates that reflect in an unbiased way the 
significant uncertainty that characterises the current economic environment by taking 
into account all reasonable and supportable information about past events, current 
conditions and forecasts of future economic conditions that is available without undue 
cost or effort at the reporting date. 

 

 
 



 
 

  Impairment reviews 

The disruptions to the economic environment caused by the COVID-19 pandemic will 
put impairment reviews in the spotlight. Regulators expect that for many entities the 
adverse impact of COVID-19 will constitute a strong indication that one or more 
impairment indicators in IAS 36 have been triggered and that an impairment test is 
required. This is the case even if a test was performed at an interim reporting period. 
Regulators also note that, while the outlook on the future economic conditions remains 
uncertain, entities are expected to update any assumptions used in previous interim 
periods to reflect the latest available information. They recommend that entities 
disclose how the assumptions and measurements have changed, if at all, compared to 
the last annual and interim reporting. 

A clear disclosure of sensitivity analyses is crucial, including when there has been a 
previous impairment. Sensitivity analyses must provide all the information required by 
IAS 36:134(f) and 135(e) (e.g. values assigned to key assumptions and headroom), as 
well as the information required by IAS 1 (see section ‘Judgements and estimates’). To 
indicate how ‘close’ an asset is to being impaired, entities should provide the amount by 
which the values assigned to the key assumptions would have to change in order for the 
recoverable amounts of the assets to be equal to their carrying amounts. If an entity 
believes that no reasonable change to assumptions would result in impairment, entities 
should indicate what is considered a “reasonable change”. In addition to the typical 
changes in assumptions, entities should consider disclosing how sensitive the carrying 
amounts of assets are to a delay in the expected date of a return to pre-pandemic cash 
flow levels. 

 

 
 

  IFRS 16 Leases 

In the wake of COVID-19, many entities have made, or are in the process of making, 
changes to various lease terms (e.g., timing of payments, amount of payments, and 
duration of agreements). In addition, the IASB has amended the leasing Standard to 
provide relief to lessees when accounting for rent concessions resulting from COVID-19.  

Lessees and lessors will need to provide clear disclosures on the accounting policy 
applied when accounting for any relief measures granted or received. In addition, 
specific disclosures are required if a lessee takes advantage of the relief provided in the 
recent amendment to IFRS 16. 

Lessors which have granted rent concessions should provide adequate disclosures 
reflecting the risks that the current market conditions may result in significant changes 
in the assets subject to operating lease agreements. 

Any significant changes in judgements as a consequence of COVID-19 (for example with 
regard to lease term) must be clearly communicated. Estimation uncertainty when 
testing for impairment of right of use assets must be explained and quantified. 

The disclosure of additional information that a lessee should provide on the effect of 
leases on their financial statements (see  IFRS 16:B48) may complement the information 
already available to users of financial statements on the impact of the pandemic on an 
entity’s financial position, performance and cash flows. Such information is likely to be 
relevant to users of financial statements if it helps them to understand (i) the flexibility 
provided or particular restrictions imposed by lease contracts, (ii) the sensitivity of 
reported information to key variables, and (iii) the exposure to other risks arising from 
leases including, for example, liquidity risks, deviations from industry practice, unusual 
or unique lease terms and conditions that affect a lessee’s lease portfolio. 

In respect of COVID-19 and more generally, clear and comprehensive disclosure is 
necessary to provide clarity on the effects of leasing on an entity’s financial performance 
and position.  



 
 

 

 

 

  IFRS 15 Revenue from Contracts  
         with Customers 

Business disruptions associated with COVID-19 may prevent an entity from entering into 
customer agreements under its normal business practices, which may make the 
determination of whether the entity has enforceable rights and obligations challenging.  

In addition, because some of the entity’s customers may be experiencing financial 
difficulties and liquidity issues, an entity may need to develop additional procedures to 
properly assess the collectability of its customer arrangements and consider changes in 
estimates related to variable consideration (for example because of greater returns, 
reduced usage of its products or services, or decreased royalties). 

To help its customers or to provide incentives for them to continue purchasing its goods 
or services, an entity may revise its agreements to reduce any purchase commitments, 
to allow customers to terminate agreements without penalty or provide price 
concessions, discounts on future purchases, free goods or services, extended payment 
terms or extensions of loyalty programmes. 

Further, because the entity itself may be experiencing financial difficulties and supply 
disruptions, it may take steps such as requesting up-front payments from its customers 
or delaying the delivery of goods. It may also pay penalties or provide refunds for failing 
to perform, not meeting service-level agreements, or terminating agreements. 
Furthermore, it may incur unexpected costs to fulfil its performance obligations. 

Entities should carefully assess whether their revenue recognition policies are affected 
by these or other situations that arise as a result of the COVID 19-pandemic. 

 

 
 

  Reporting the effects on income tax 

The reporting of income tax remains an area of regulatory and investor focus, especially 
given the circumstances of the COVID-19 pandemic.  

In respect of financial statements, the effective tax rate reconciliation required by IAS 12 
Income Taxes is an important source of information on the sustainability of an entity’s 
effective tax rate and the factors affecting it. The nature of reconciling items and why 
they have arisen should be clearly explained and a clear distinction drawn between 
significant one-off or unusual items and those that are expected to recur. 

Income tax is a common source of estimation uncertainty, particularly in respect of 
uncertain tax positions, to be disclosed in accordance with IAS 1. Significant risks of 
material adjustment in the next financial year should be disclosed, including quantitative 
information such as sensitivities or ranges of possible outcomes. The possibility of 
material adjustments in later periods is also valuable information which could be 
included in, for example, the tax note. 

 

 
 



 
 

  Climate change 

There is an increasing expectation from investors and regulators that entities reflect the 
effects of climate change in their financial statements and provide appropriate 
disclosures of the related judgements and estimates. 

An IFRS Foundation publication ‘IFRS Standards and climate-related disclosures’ authored 
by Nick Anderson and building on an earlier publication by the Australian Accounting 
Standards Board (AASB) and Audit and Assurance Board (AUASB), discusses the potential 
implications arising from climate-related and other emerging risks on financial 
statements prepared applying IFRS Standards. The IFRS Foundation has also published 
education material to complement this publication. 

An open letter from the Principles for Responsible Investment group makes clear that 
the expectations on both preparers and auditors in respect of reflecting the effects of 
climate change will both increase and become more specific (in terms of the additional 
considerations and disclosures expected) as compared to previous years.  

And in November 2020, the Institutional Investors Group on Climate Change (IIGCC – a 
pan-European group of investors representing assets worth over €33 trillion) released a 
report setting out “investor expectations that directors and auditors deliver Paris-
aligned accounts – accounts that properly reflect the impact of getting to net-zero 
emissions by 2050 for assets, liabilities, profits and losses.” The report goes on to state 
that “only then will management, investors and creditors have the information they 
require to deploy capital in a way that is consistent with the Paris Agreement”. 

 

 
 

Where can I go for more information?  
 
This publication highlights just some of the recent IFRS topics that may be of interest to 
entities reporting under IFRS. More detailed information can be found at 
www.iasplus.com 

 

Contact Us  
 
For any question you may have, please reach out to us at:  

Dimitris Katsibokis 
Partner  
Assurance Leader - IFRS 
Advisory Leader 
 
dkatsibokis@deloitte.gr  
Tel: +30 210 678 11 55 

Konstantinos Kakoliris 
Principal  
Assurance - IFRS Advisory  
 
 
kkakoliris@deloitte.gr  
Tel: +30 210 678 11 54 

Olga Alexiou 
Senior Manager 
Assurance - IFRS Advisory 
 
 
oalexiou@deloitte.gr  
Tel: +30 210 678 11 53 

 

 

    

 

 

To no longer receive emails about this topic please send a return email to the 
sender with the word “Unsubscribe” in the subject line. 
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