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The relevant International Financial Reporting Standards (IFRS) should be complied with and entities should make an 
explicit and unreserved statement of such compliance in the notes to the financial statements. IFRSs do not permit 
entities to describe financial statements as complying with IFRSs unless they comply with all the requirements of IFRSs. 
In addition to the requirements set out by IFRSs, entities should consider additional information beyond the IFRSs to 
make the information presented in the financial statements more relevant and a more faithful representation of what 
they purport to represent. 

Conditions Existing at the End of the Reporting Period
Substantive information about covid-19 became available in early January 2020 with the outbreak occurring in 
mid-January 2020. The pandemic started to have significant effect on the operation of businesses in March 2020 with 
the Government of Zimbabwe declaring it as a national disaster and subsequently imposing a 21-day lockdown. Due 
to the fact that this happened after 31 December 2010, covid-19 will not be an adjusting event. An adjusting event is 
an event which provides evidence of conditions that existed at the end of the reporting period. Covid-19 will therefore 
be a non-adjusting event since it is indicative of conditions that arose after the reporting period.

If non-adjusting events after the reporting period are material, non-disclosure could reasonably be expected to 
influence decisions that the primary users of financial statements make on the basis of those financial statements, which 
provide financial information about the reporting entity. The IFRSs therefore require an entity to disclose the nature of 
the event and an estimate of its financial effect, or a statement that such an estimate cannot be made for each material 
category of non-adjusting event after the reporting period. In addition, the entity may also disclose the impact for the 
next reporting period which will be the financial year ending 31 December 2020 if it is expected to be materially 
affected.

The impact of the virus will differ for companies depending on factors such as the industry in which the company 
operates and its geographical location, with some companies being materially affected and other companies being 
affected to a lesser extent. Generally, this distinction of whether an entity will be materially affected will be along the 
lines of whether the entity’s industry was classified as an essential service or non-essential in the lockdown regulations 
issued by the government. For non-essential services, the financial impact will likely be material since almost all their 
economic activity was halted during the lockdown. Companies should however consider their specific circumstances 
and make a determination of the impact of covid-19.

Going concern
Entities which are experiencing severe adverse impact from the virus have to make an assessment of their going 
concern status. The deterioration in an entity’s operating results and financial position since the outbreak of covid-19 
requires a consideration of whether the going concern assumption in the preparation of financial statements is still 
appropriate. Some entities may be so severely affected that there might be material uncertainties related to covid-19 
that may cast significant doubt on the entity’s ability to continue as a going concern. 

These entities should consider drawing out several sensitivity analyses to make a determination of whether they are 
still able to operate on a going concern basis. If there is material uncertainty, this will result in either additional 
disclosures or a change in preparation basis from going concern to liquidation if it is determined that the entity has no 
other realistic alternative but to liquidate or cease trading. 

For this, the entity needs to consider all available information about the impact of future trading. These should include 
tax deferments by ZIMRA and changes in the macroeconomic environment. The timeframe for consideration should 
be at least twelve months from the reporting date or the date on which the financial statements are approved. This 
assessment should be done continuously until the financial statements are approved for issue.

Disclosures in the Management Report
The entity should also consider whether to refer to the impact of the virus in the management and/or directors’ report 
of the financials. This can be reported under the principal risks and uncertainties which the entity will encounter going 
forward. These should especially reported if possible further developments are likely to lead to adverse deviations 
from the companies operating and financial forecasts.

Conclusion
In preparing its financial statements and deciding on how to report the impact of covid-19, the entity should bear in 
mind the objective of financial statements which is to provide financial information about the reporting entity that is 
useful to existing and potential investors, lenders and other creditors in making decisions relating to providing resources 
to the entity and that this information will be useful to the extent that it is relevant and faithfully represents what it 
purports to represent.
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COVID-19 AND DECEMBER 2019 REPORTING 
This article is focused on the impact of the Covid-19 pandemic “Covid-19” on December 

2019 reporting and aimed at providing guidance on the reporting treatment.


