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How can we help?
Impact of COVID-19
Impairment & fair value
• Impairment may be caused by
decreased demand, increased
costs, cancellation of orders,
concession etc.
• FV may change as observable
market data cannot be ignored
and estimates as to
performance shortfall for Q1,Q2
and beyond are necessary
• ECL estimation to consider
reasonable 1 year and lifetime
effect incorporating new
assumptions as well as revisit
simplified approach to trade
receivables.

Impairment: Non-financial assets

Fair value

Expected Credit Loss (ECL)

•

Assess the reasonableness of forecasts:
Completeness and accuracy of inputs and
consistency of assumption to current
situation

•

Analyse if the intrinsic value measured by
DCF weighted more than the market
approach in the current condition

•

Determine appropriate discount rate

•

Using forward multiples Vs. depressed
current multiple

• Using internally developed MS Excel tool, we
are ready to assess ECL that reflects:
 Unbiased and probability weighted
amount determined by evaluating a range
of possible outcomes;
 The time value of money; and
 Reasonable and supportable inform,
without undue cost and effort, about past
events, current conditions and forecasts
of future economic conditions

•

Assessing average historical prices be used to
smooth the impact of market volatility

•

Factoring Govt. subsidies, or other forms of
financing and stimulus

• Assess the extent of documentation
support in case you want move from
Level 1 observation
• Assist in developing scenario anlysis
necessary to assess and incorporate
probability of the crisis extending beyond
3/6/12 months or beyond
• Perform market research to determine
appropriate multiples
• Assess if decline trigger potential
goodwill impairment for the portfolio
company.
• Analyse difference between investment
manager’s outlook for the business Vs.
company management’s assessment of
the situation

Hedge accounting

Lease rent concessions

•

Onerous contracts

• Assistance with identifications of ROU
assets and quantification of effect to be
reflected.
• Application of internally developed IFRS 16
tool delivering lease accounting calculation
based on lease characteristics, aggregating
required disclosures and building
interactive visual reports with drilling
option and real time adjustments.

• Identification of onerous contracts and
advisory on related accounting and reporting
implications

Reactive Actions
• Changes might implicate
prospective discontinue of
hedge accounting.
• Impairment of ROU and
modification of lease could
occur
• Unavoidable costs of meeting
•
the obligations under signed
contract may exceed the
benefits that would result
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Assist with the drafting of critical accounting
positions impacted and external reporting
disclosures on accounting implications
arising from modifications in forecasted
transaction.
Advisory from out specialists on resetting
risk exposure, strategies and existing
derivatives.

• Perform review of calculations and advise on
optimization related to trade receivables,
cash and cash equivalents and related party
receivables.

• Assist in historical loss data analysis (which
could include quantifying the impact of
business interruptions such as, cash flow
losses due to the deterioration of customer
credit, decline of revenue etc.
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How can we help?
Impact of COVID-19
Performance measures & KPIs

Liquidity

Working capital

Contracts

• Liquidity risk management
would require identification of
alternative source of funding
such as later payment to
suppliers, agreements with
banks, debt restructuring.

•

Develop dynamic cash forecasting and
calculations of available weeks of cash, then
estimate financial covenant compliance

•

Prepare liquidity scenario planning and stress
tests

• Disruption in production and
reduced sales can have
implications on working capital
and potential breach of loan
covenants

•

Assist with the drafting of critical accounting
positions and the external reporting
disclosures on restructured liabilities

• Assist with the drafting of critical accounting
positions impacted by COVID-19 and the
external reporting disclosures on accounting
implications arising from contract
modifications (customers customer,
compensation arrangements with employees
etc.)
• Valuate accounting implications related to
revision in accounting estimates

•

Assist with drafting note disclosures
regarding potential COVID-19 related
impacts on liquidity, revenue and operations

• Assist in analysis of current contractual
obligations and covenants
• Perform estimation calculations for the
potential impact of covenants breach
• Reflection of accounting adjustments
required due to breach of covenant in
statement of financial position and
related disclosures
• Experienced debt advisors to help with
managing funding and credit ratings
impacts
• Surge treasury resources to help with
increase demands, and potential impacts
to workforce capacity

• Having various trade conditions
impact (payment postpone,
factoring, modified delivery
terms), contracts would require
a reassessment contracts.
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‒ Subsequent events
‒ Risk factors
‒ Liquidity and maturity
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How can we help?
Impact of COVID-19: Our risk-based phased approach, focusing on topics that matter
Our approach to help you with managing COVID-19 financial reporting impact
Our risk-based phased approach is designed to ensure that key COVID-19 financial reporting risks are properly addressed.
The approach is divided in four phases: diagnostic, deep dive, impact assessment and documentation.
The key COVID-19 risk on which the approach focuses are driven by the diagnostic phase therefore the next steps will be based on the findings in phase 1. Only focusing on topics that matter.

Objectives

1
•

Output

Project team
activities

•

•
•

•

2

Diagnostic

Fact-finding to determine key
COVID-19 financial reporting risks and
establish potential impact, based on
general information

Have a kick-off call with the finance team
to identify and discuss specific COVID-19
risk factors

Initial analysis of potential COVID-19
impact on IFRS reporting

•

Detailed assessment COVID-19 risks and
relevant financial information and business
circumstances

•

Deep dive into the COVID-19 risks identified
in phase 1 (including the review of relevant
documents and other information)

•

Perform focused technical IFRS research

Understand objectives possibly impacted
by COVID-19 financial reporting risks

High Level overview of assessment of key
COVID-19 financial reporting risks
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•
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Deep dive

Detailed assessment of COVID-19 topics,
including significance of potential impact

4

Impact assessment

Documentation

•

Develop the required documentation based
on
phases 1 through 3 for audit readiness
purposes

Quantify IFRS impact (taking into account
clients’ objectives)

•

Develop revised disclosures and accounting
policies required as a result of COVID-19

•

Prepare supporting calculation work papers

•

•

Develop proposed journal entries

Prepare position papers supporting key
COVID-19 implications for IFRS reporting

•

Recommended IFRS accounting
adjustments and changes to financial
statements

•

Draft financial statement disclosures
accounting policies as affected by COVID-19

•

Calculation workpapers for IFRS
adjustments for COVID-19 impact

•

Accounting position papers on key COVID19 IFRS topics

•

Quantify IFRS impact in relation
to COVID-19 risks

•
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This publication has been written in general terms and therefore cannot be relied on to cover specific situations; application of the principles set out will depend upon the particular circumstances involved and we
recommend that you obtain professional advice before acting or refraining from acting on any of the contents of this publication.
Deloitte & Touche (M.E.) LLP (“DME”) is the affiliate for the territories of the Middle East and Cyprus of Deloitte NSE LLP (“NSE”), a UK limited liability partnership and member firm of Deloitte Touche Tohmatsu
Limited, a UK private company limited by guarantee (“DTTL”).
Deloitte refers to one or more of DTTL, its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and each of its member firms are legally separate and independent
entities. DTTL, NSE and DME do not provide services to clients. Please see www.deloitte.com/about to learn more.
Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firms in more than 150 countries and territories, serves four
out of five Fortune Global 500® companies. Learn how Deloitte’s approximately 300,000 people make an impact that matters at www.deloitte.com.
DME would be pleased to advise readers on how to apply the principles set out in this publication to their specific circumstances. DME accepts no duty of care or liability for any loss occasioned to any person acting
or refraining from action as a result of any material in this publication.
DME is a leading professional services firm established in the Middle East region with uninterrupted presence since 1926.DME’s presence in the Middle East region is established through its affiliated independent
legal entities, which are licensed to operate and to provide services under the applicable laws and regulations of the relevant country. DME’s affiliates and related entities cannot oblige each other and/or DME, and
when providing services, each affiliate and related entity engages directly and independently with its own clients and shall only be liable for its own acts or omissions and not those of any other affiliate.
DME provides audit and assurance, consulting, financial advisory, risk advisory and tax, services through26 offices in 14countrieswith more than5,000 partners, director sand staff.
© 2020 Deloitte & Touche (M.E.). All rights reserved.
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