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 The regulators have 
made themselves clear: 
be transparent about 
your key estimates and 
judgements in these 
uncertain times. 

– Mark Vaessen,  
KPMG global IFRS network leader
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Focus areas for regulators
On 12 November 2012, the European Securities and 
Markets Authority (ESMA) issued a public statement 
European common enforcement priorities for 2012 
financial statements. 

This is the first time ESMA has highlighted the areas of 
focus for European national regulators when performing 
their reviews of December 2012 financial statements.

Given the global economic and market environment, other 
enforcers around the world are likely to take notice of 
ESMA’s statement, and to pay particular attention to these 
same areas of focus.

A call for transparency, not 
change
The statement does not include any additional disclosure 
requirements. However, it does identify areas where more 
transparent disclosures are expected:

●● financial assets; 

●● impairment of non-financial assets; 

●● defined benefit obligations; and 

●● provisions that fall within the scope of IAS 37 Provisions, 
Contingent Liabilities and Contingent Assets. 

The table on the opposite page gives more detail on each of 
these areas.

Disclose assumptions for 
post-employment obligation 
valuations
The statement acknowledges the difficulty in determining 
discount rates applicable for the post-employment benefit 
obligations valuation.

IAS 19 Employee Benefits requires discount rates to be 
estimated using the yield on high-quality corporate bonds. 
Since the recent volatility and downgrading of corporate 
bonds, there are growing questions over the way an entity 
determines its discount rate.

Because the IFRS Interpretations Committee is discussing 
the notion of high-quality corporate bonds, ESMA believes 
that entities should not make any changes in their approach 
to determining discount rates. Instead, they should wait for 
the Committee’s clarification. 

However, entities do need to disclose how they have 
determined the yield of high-quality corporate bonds, along 
with significant judgements applied.

Set realistic expectations 
for non-current asset 
recoverability
In the current economic situation, the recoverability of non-
current assets – particularly goodwill and intangible assets 
with indefinite lives – may be a concern in certain industries 
and countries. 

The statement highlights that assumptions used in the 
recoverability analysis projections need to represent realistic 
future expectations.

Time to think about your 
disclosures...
Start planning your draft disclosures now, to make sure 
your financial statements meet the expected levels of 
transparency.

For more help with these disclosures, speak to your auditor 
or go to our IFRS Disclosure checklist and Insights into IFRS 
publications.

https://www.esma.europa.eu/news/ESMA-announces-enforcement-priorities-2012-financial-statements?t=326&o=home
https://www.esma.europa.eu/news/ESMA-announces-enforcement-priorities-2012-financial-statements?t=326&o=home
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-disclosure-checklists/Pages/disclosure-checklist-Aug-2012.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/Insights-into-IFRS/Pages/Insights-into-IFRS-2012-2013.aspx
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Area of focus Transparent information expected

Financial assets Financial instruments subject to risk
●● The nature and extent – i.e. both qualitative and quantitative information – of material 

exposures to all financial instruments that have become subject to risk.
●● The valuation approach used.
●● Analysis of any concentration of risk.

Sovereign debt
●● Country-by-country disclosures, including quantitative disclosures on gross and net exposures.
●● Non-sovereign exposures by type (corporate, banks etc.) including qualitative and quantitative 

information about credit risk. 
●● The impact of credit derivatives.

Impairment of financial assets
●● Judgements made in interpreting ‘significant or prolonged’ decline in the fair value of an equity 

investment below its costs.1 
●● The quantitative and qualitative effect of so-called forbearance practices on the entity’s 

financial statements.

Impairment of non-
financial assets

●● Key assumptions – presentation should be disaggregated rather than aggregated.
●● Qualitative and quantitative information, by CGU2. 
●● The sensitivity of the recoverable amounts to reasonable possible changes in key assumptions 

where those changes would cause an impairment to be recognised.

Measurement of 
post-employment 
benefit obligations

●● Significant judgements used to determine the high-quality corporate bond yields.
●● Explanation of how the entity has determined its high-quality corporate bonds.
●● Information on the impact of the amendments in IAS 19 (effective for reporting periods 

starting on or after 1 January 2013). See our publication First Impressions – Employee Benefits 
(July 2011).

Provisions that fall 
within the scope of 
IAS 37

●● The uncertainties and judgements involved.
●● Separate classes of provision for risks which are dissimilar in nature.
●● The risks attached to the issuer’s activities; avoid using boilerplate wording.

1 This is because a ‘significant or prolonged’ decline in the fair value of an equity investment below its costs is deemed to be objective 
evidence of impairment, but IAS 39 Financial Instruments: Recognition and Measurement does not provide further guidance on what 
‘significant or prolonged’ means.

2 Cash generating unit.

  It is really the 
quality of disclosures 
that matters, not the 
quantity. 

– Mark Vaessen,  
KPMG global IFRS network leader

http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Pages/First-impressions-employee-benefits.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Pages/First-impressions-employee-benefits.aspx


About ESMA
ESMA is an independent EU authority established in November 2010 by regulations of 
European Parliament and the Council of the EU. ESMA contributes to safeguarding the 
stability of the EU’s financial system by ensuring the integrity, transparency, efficiency and 
orderly functioning of securities markets, as well as enhancing investor protection. More 
information about ESMA can be found at www.esma.europa.eu.

Find out more
For more information, please talk to your usual KPMG contact or go to ESMA’s statement.
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