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Notice

This presentation and the accompanying slide pack are

provided solely for the benefit of the parties hereby

represented and are not to be copied, quoted, or referred to in

whole or in part without our prior written consent. We accept

no responsibility to anyone other than the parties hereby

represented for the information contained in this presentation.

Case studies, examples presented and opinions or

explanations relating to hypothetical circumstances are

general in nature and should not be relied upon as a formal

accounting opinion.

Written opinions relating to specific circumstances can be

provided on request and subject to proper consultation and

agreement of terms.



Agenda

1. Introduction

2. Exercise

3. Recap: Common presentation          
issues

4. Questions

5. Conclusion



© 2012 KPMG, a Zimbabwe partnership and a member firm of the KPMG network of independent member firms affiliated with 

KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in Zimbabwe.

Why are we discussing this topic again?

• The latest APC reviews of listed

entities continue to highlight

weaknesses in financial reporting

in certain topic areas

• The topic areas are relatively

consistent year on year

• Weak disclosure may highlight

underlying accounting concerns

• Auditors have a series of tools to

assist consideration of whether

disclosures are adequate – are

their clients using these?
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Financial statement review exercise

• Find the errors in The Group’s consolidated financial

statements (handout)

• Use The Group’s financial statements for the year ended

31 December 2011

• Record your errors either on a separate piece of paper

or on the actual financials

• Attempt the exercise on your own for 30 minutes

• Thereafter, you may consult among yourselves for 10

minutes before the group discussion
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General

General issues not linked to any particular IFRS

♦ Use of acronyms not defined (e.g. ZIMRA)

♦ Corporate legal names not written in full

♦ Formatting, grammatical and spelling errors

♦ Casting errors

♦ Inconsistencies within the financial statements

♦ Disclosures for Group and Company financial statements

♦ Inclusion of non-financial statement items in financials

♦ Statement if financial position not signed by directors (Companies (Act)

♦ Lack of review of financial statements at the right levels
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Common presentation issues – IFRS 8

• Consistency of segment reporting 
− With internal reporting to chief operating decision maker

− With narrative disclosures, impairment disclosures

• Explanation of factors, notably of any aggregation [22(a)]

• Single segment entities should still give disclosures [31-34]

• Entity-wide disclosures and reconciliations weak [31-34]

“it is not clear from the issuers’ notes to the financial statements whether or

not operating segments were aggregated under IFRS 8.12”

“a number of issuers which have indicated that they have a single operating

segment have failed to provide the entity-wide disclosures required by

paragraphs 31 to 34 of IFRS 8”
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Common presentation issues – IFRS 7

Already discussed but here are a few examples:

• Foreign currency risk: Several currencies mentioned but the 

sensitivity analysis presented in aggregate

• Credit risk: Mention should be made on how this is specifically 

managed for assets such as trade and other receivables, investments 

and any financial guarantees issued, for example

• Financial guarantees: Any guarantees issued on behalf of an entity 

must be disclosed in the financials

• Presentation: Presentation in tabular form as opposed to narrative 

would facilitate the understanding of the IFRS 7 disclosures

“potential for further improvement in respect of the statement of the

quantitative assumptions used to determine the fair value; the qualitative

disclosure with regard to the management of liquidity risk; and the

presentation of the disclosure on reclassification in one place, rather than

distributed throughout the financial statements”
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Common presentation issues – IAS 24

• General appreciation of IAS 24 is not evident and 

disclosures leave a lot to be desired

• Key management personnel compensation [17]

• Qualitative materiality

“omission from key management personnel of managers who,

through membership of the executive or management

committee responsible for the day‐to‐day management of the

group, appeared to have “authority and responsibility for

planning, directing and controlling the activities of the entity”

“Issuers failed to provide disclosures on certain transactions…

on the grounds that the impact of these transactions on the

financial statements was not material. Under IAS 24,

qualitative considerations should prevail over a quantitative

approach”
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Common presentation issues – IAS 1

• Distinguishing between accounting policies and other 

notes to the financial statements a challenge

• Judgements and estimates [122-133]

• Capital management disclosures [134-136]

• Generic and/or missing accounting policies [117-121]
− Boilerplate policies repeating IFRS requirements and not tailored 

to the entity’s transactions, circumstances or application

− Particular focus on application of revenue recognition policies

“encourage directors to be more candid about the uncertainties that they face,

consistent with their disclosures in the business review.”
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Common presentation issues – IAS 12

• Consistency
References to future profitability but unrecognised losses

• Amount of unused tax losses (recognised and unrecognised) 

not disclosed [81(e),(g)]

• Reconciliations of opening to closing amounts missing 

[81(g)]

“Recognising the effects of loss carryforwards as a deferred tax asset is not a

matter of choice … to the extent that the deferred tax asset has not been

capitalised, the amounts and date of expiry of loss carryforwards must be

disclosed. ”
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Common presentation issues – IAS 37

• Provisions – disclosures should include:
- Disclosure by class [84]

- Reconciliations of opening to closing amounts, separately 

disclosing amounts used and released unused, etc [84]

- Nature and expected timing of outflows [85]

• Disclosure of contingent liabilities [86]

“...observed instances in which issuers have aggregated provisions

into a single class where the nature of the provisions was not

sufficiently similar to meet the requirements for aggregation”
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Common presentation issues – IAS 36, IFRS 5

Impairment considerations

• Investments in subsidiaries, associates and joint ventures where 

investee is making losses

• Equity investments

− Movements in share prices from reporting date to date of 

approval of financial statements

• Plant and equipment 

− Entities operating below capacity due to age of plant and 

equipment

Non-current assets held for sale and discontinued operations

• Little to no disclosure when it comes to discontinued 

operations in particular

• General lack of understanding of IFRS 5 (Questions later)
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Common presentation issues – The big picture

• Fair presentation
Reminder that additional disclosures should be given when 

necessary [IAS 1.15, 112]

• Materiality
- Reviewers did not only comment on disclosure omissions

- Several reviewers noted the need for financial statements to 

focus on material matters, for example, to avoid clutter

• Going concern disclosures

“Important messages, policies and transactions are highlighted and supported

with relevant context and are not obscured by immaterial detail.

Cross‐referencing is used; repetition is avoided”

When management is aware … of material uncertainties related to events or

conditions that may cast significant doubt upon the entity’s ability to continue

as a going concern, the entity shall disclose those uncertainties. [IAS 1.25]
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A question for you: IFRS 5

Key dates

16 April Company A decides to sell Factory X

30 June Agent appointed and price set at appraised fair value

30 September The market has deteriorated, but Y holds the selling 

price, believing that the market will recover shortly

31 December Factory Y not sold at reporting date

15 April Financial statements authorised for issue

Should Factory X be classified as held for sale in the 

31 December financial statements? 

Factory X should not be classified as held for sale in the

31 December financial statements because the factory is

not being actively marketed at a reasonable price.

http://www.gettyimages.co.uk/detail/107254098/Science-Photo-Library
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Another question for you: IFRS 5

Key dates

-- D-Packaging is an operating segment

1 November Y decides to sell D-Packaging and focus on its core 

operations

1 December Agent appointed and price set at appraised fair value

Sale is expected within 1 year

31 December D-Packaging not sold at reporting date

15 April Financial statements authorised for issue 

Should D-Packaging be classified as a 

discontinued operation in the 31 December 

financial statements? 

http://www.gettyimages.co.uk/detail/83987526/Lifesize
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Should D-Packaging be classified as a discontinued

operation in the 31 December financial statements?

D-Packaging should be classified as a discontinued operation in the 31

December financial statements for the following reasons:

• It is an operating segment of Y and therefore meets the definition of

a component, i.e. it has operations are cash flows that are

distinguishable operationally and for financial reporting purposes.

• It is classified as held for sale. The question indicates that D-

Packaging is available for immediate disposal, is being marketed at

a reasonable price and sale is expected within a year.

• As an operating segment, D-Packaging is a separate major line of

business.

Solution: Discontinued operations



Questions?
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Tools available

KPMG tools are publicly available on www.kpmg.com



Thank you

Presentation by:

Valerie Muyambo

Senior Manager, Audit

(04) 302600 / 303700

vmuyambo@kpmg.com

www.kpmg.com


