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INTRODUCTION
The Malaysian Institute of Certified Public Accountants (MICPA) has been steadfast in its commitment 
to serve its members in the accountancy profession through continuous education, technical 
support and strategic development of the profession since the establishment of the MICPA in 
1958.  It is one of the MICPA’s objectives to strengthen quality of financial reporting. Hence, on 
13 August 2021, MICPA launched a programme, namely ‘Financial Statements Quality Programme’ 
which focuses on continuous learning, creating value and practice sustainability, aimed at supporting 
and guiding members on the disclosure requirements in the financial statements in accordance 
with the regulatory requirements and applicable accounting and auditing standards in Malaysia. 
The Programme applies an ‘educational approach’, which replaced the long-standing ‘Financial 
Statements Review Function’ which has been in operation at the MICPA since 2004. The shift in 
focus would provide continuous learning spirit and bring value to members.

COMMON OBSERVATIONS 2020 - 2022
ARISING FROM THE REVIEW OF AUDITED FINANCIAL STATEMENTS OF PUBLIC LISTED COMPANIES

In the spirit of encouraging high quality financial reporting, the Financial Statements Review Committee (FSRC) of the 
MICPA has carried out review of 32 audited financial statements from 2020 to 2022 which comprise 11 manufacturing 
companies, 6 property development and construction companies, 5 services companies, 3 oil and gas companies, 3 
plantation and infrastructure companies, and 4 others. Our samples were selected randomly using the sequence 
numbers generated by the random.org.

To ensure that the financial reporting uphold to a high level of quality, the MICPA wishes to remind and highlight the 
common observations arising from the review of audited financial statements of public listed companies for members’ 
attention. The MICPA encourages members to avoid the following common observations and strive to achieve a higher 
quality level of financial reporting that are expected of professional accountants.

Financial Statements Reviewed 2020 - 2022 
(By Industry)

Manufacturing 11 34%

Property development and construction 6 19%

Services 5 16%

Oil and gas 3 9%

Plantation and infrastructure 3 9%

Others 4 13%

Total number
of financial
statements

reviewed 2020 
to 2022: 

32
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1.0 IMPAIRMENT OF ASSETS

MFRS 136 Impairment of Assets (MFRS 136) seeks to ensure that an entity’s assets (cash-generating units (CGU)) are not 
carried at more than their recoverable amount (i.e. higher of fair value less costs of disposal and value in use). The common 
findings relate to:

5. Property, plant and equipment

In 2022, the impairment loss of RM297,000 represented the write-down of certain property, plant and equipment in 
the manufacturing segment to the recoverable amount as a result of technological obsolescence. This was recognised 
in the statement of profit or loss as other expenses.

Disclosure on events and circumstances that led to the recognition or reversal of the impairment loss was one of the 
common findings observed.

FSRC Analysis

Pursuant to Paragraph 130(a) of MFRS 136, disclosure of the factor(s) that led to the recognition or reversal of impairment 
loss is required. Such disclosure provides users of financial statements with an understanding of the reason leading to the 
recognition or reversal of the impairment loss. It also helps the users of financial statements to assess the impact of 
recognition or reversal of impairment loss to the financial statements. 

Disclosure Example

Events and Circumstances that Led to the Recognition or Reversal of the 
Impairment Loss

1.1
Key finding:

Disclosure of the recoverable amount of asset (CGU) and whether the recoverable amount of asset (CGU) is its fair value 
less costs of disposal or its value in use are commonly omitted. In addition, where the recoverable amount is measured at 
fair value less costs of disposal, disclosures of certain related information, i.e. the level of fair value hierarchy, valuation 
technique(s) and key assumption(s), are also identified as one of the common omissions. Furthermore, the related 
disclosures for the recoverable amount of CGU containing goodwill or intangible asset with indefinite useful life measured 
using value in use are also omitted.

FSRC Analysis

The disclosures as required by Paragraph 130(e) of MFRS 136 i.e. recoverable amount of asset (CGU) and whether it is its 
fair value less cost of disposal or its value in use are important in helping users of financial statements to understand the 
carrying value of the impaired asset (CGU) and the basis used. 

Paragraph 130(f) of MFRS 136 requires disclosure of information about the valuation technique(s) and key assumption(s) if 
the recoverable amount is measured at fair value less costs of disposal. Such information is useful to users of financial 
statements as it helps them to understand how the fair value categorised within Level 2 and Level 3 of the fair value 
hierarchy is measured.

Recoverable Amount of Asset (Cash-generating Unit) and Its Related 
Information

1.2
Key finding:
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On the other hand, if the recoverable amount of CGU containing goodwill or intangible asset with indefinite useful life is 
value in use, the following disclosures are expected pursuant to Paragraph 134(d) of MFRS 136:

• each key assumption on which management has based its cash flow projections for the period covered by the most 
recent budgets; 

• management’s approach to determining each key assumption;

• period covered for the cash flow projection based on budgets approved by management including an explanation on 
why a period of greater than five years is used;

• the terminal value growth rate including justification if the rate exceeding long term average growth rate; and 

• discount rate(s) used.

22. Intangible assets and goodwill

C. Impairment test 

iii. Impairment testing for CGUs containing goodwill

Timber Products
The key assumptions used in the estimation of value in use were as follows.

In percent 2022 2021

Discount rate 9.6 10.0
Terminal value growth rate 1.8 2.0
Budgeted EBITDA growth rate (average of next five years) 8.0 9.0

The discount rate was a pre-tax measure based on the rate of 10-year government bonds issued by the government 
in the relevant market and in the same currency as the cash flows, adjusted for a risk premium to reflect both the 
increased risk of investing in equities generally and the systematic risk of the specific CGU. 

Five years of cash flows were included in the discounted cash flow model. A long-term growth rate into perpetuity has 
been determined as the lower of the nominal gross domestic product (GDP) rates for the countries in which the CGU 
operates and the long-term compound annual EBITDA growth rate estimated by management.

Budgeted EBITDA was based on expectations of future outcomes taking into account past experience, adjusted for 
anticipated revenue growth. Revenue growth was projected taking into account the average growth levels experienced 
over the past five years and the estimated sales volume and price growth for the next five years. It was assumed that 
sales prices would grow at a constant margin above forecast inflation over the next five years, in line with information 
obtained from external brokers who publish a statistical analysis of long-term market trends. (Extracted from ©KPMG IFRG 

Ltd. Guide to annual financial statements – Illustrative disclosures, September 2022)

Disclosure Example
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2.0 REVENUE

Performance Obligations in Contracts with Customers 2.1
Key finding:

Information about performance obligations in contracts with customers was generally not adequately disclosed.

FSRC Analysis

An entity is required to disclose sufficient information to enable users of financial statements to understand the nature, 
amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. To achieve such 
objective, Paragraph 119 of MFRS 15 Revenue from Contracts with Customers (MFRS 15) requires all the following 
information about the entity’s performance obligations in contracts with customers to be disclosed:

(i) the timing of satisfaction of its performance obligations; 

(ii) the significant payment terms;

(iii) the nature of the goods or services that the entity has promised to transfer; 

(iv) obligations for returns, refunds and other similar obligations; and 

(v) types of warranties and related obligations.

3. Revenue from contracts with customers

3(c) Accounting policies and significant judgements

(i) Sale of goods – wholesale

The group manufactures and sells a range of furniture and electronic equipment in the wholesale market. Sales are 
recognised when control of the products has transferred, being when the products are delivered to the wholesaler, the 
wholesaler has full discretion over the channel and price to sell the products, and there is no unfulfilled obligation 
that could affect the wholesaler’s acceptance of the products. Delivery occurs when the products have been shipped 
to the specific location, the risks of obsolescence and loss have been transferred to the wholesaler and either the 
wholesaler has accepted the products in accordance with the sales contract, the acceptance provisions have lapsed or 
the group has objective evidence that all criteria for acceptance have been satisfied.

The furniture is often sold with retrospective volume discounts based on aggregate sales over a 12-month period. 
Revenue from these sales is recognised based on the price specified in the contract, net of the estimated volume 
discounts. Accumulated experience is used to estimate and provide for the discounts, using the expected value method, 
and revenue is only recognised to the extent that it is highly probable that a significant reversal will not occur. A 
refund liability (included in trade and other payables) is recognised for expected volume discounts payable to customers 
in relation to sales made until the end of the reporting period. No significant element of financing is deemed present 
as the sales are made with a credit term of 30 days, which is consistent with market practice. The group’s obligation 
to repair or replace faulty products under the standard warranty terms is recognised as a provision, see Note 8(i). 
(Extracted from PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 2022)

Disclosure Example
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Remaining Performance Obligations2.2
Key finding:

The following information was often not provided in the notes to financial statements:

(a) the aggregate amount of the transaction price allocated to the performance obligations that are unsatisfied (or 
partially unsatisfied) as of the end of the reporting period; and

(b) an explanation of when the entity expects to recognise as revenue its remaining performance obligations.

FSRC Analysis

Paragraph 120 of MFRS 15 requires disclosure of information about the transaction price allocated to remaining 
performance obligations and when revenue will be recognised for these obligations. As it might not always be clear 
when performance obligations will be satisfied, especially when performance could be affected by factors beyond the 
entity’s control, the duration of remaining performance obligations may be disclosed using time bands or in narration 
of the time period expected to satisfy the obligations.

3. Revenue from contracts with customers

3(b) Assets and liabilities related to contracts with customers

(iii) Unsatisfied long-term consulting contracts

The following table shows unsatisfied performance obligations resulting from fixed-price long-term IT consulting contracts:

2022
CU’000

2021
CU’000

Aggregate amount of the transaction price allocated to long-term IT consulting contracts 
that are partially or fully unsatisfied as at 31 December 8,881 –

Management expects that 60% of the transaction price allocated to unsatisfied performance obligations as of 31 
December 2022 will be recognised as revenue during the next reporting period (CU5,328,000). The remaining 40% 
(CU3,553,000) will be recognised in the 2024 financial year. The amount disclosed above does not include variable 
consideration which is constrained. (Extracted from PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 
2022)

Disclosure Example
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2.0 REVENUE

Management Fees and Interest Income Recognition2.3
Key finding:

Management fees and interest income were inappropriately disclosed as recognised at a point in time.

FSRC Analysis

Pursuant to Paragraph 35 of MFRS 15, management services which are routine or recurring services that the customer 
simultaneously receives and consumes as the entity performed met the criterion for revenue to be recognised over 
time. 

Paragraph 5 of MFRS 15 specifically excludes financial instruments within the scope of MFRS 9 Financial Instruments 
(MFRS 9) and accordingly, MFRS 15 does not apply to interest income arising from financial instruments. 
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Contract Assets and Contract Liabilities from Contracts with Customers2.4
Key finding:

There was lack of information about contract liabilities arising from contracts with customers.

FSRC Analysis

Disclosure of revenue recognised in the reporting period that was included in the contract liability balance at the 
beginning of the period, together with the opening and closing balances of contract assets and contract liabilities, are 
required by Paragraph 116 of MFRS 15.

3. Revenue from contracts with customers

3(b) Assets and liabilities related to contracts with customers

The group has recognised the following assets and liabilities related to contracts with customers:

Notes

31 Dec
2022

CU’000

31 Dec
2021

CU’000

1 Jan
2021

CU’000

Current contract assets relating to IT consulting 
contracts (b)(i),(c)(iv) 1,547 2,597 1,897
Loss allowance 12(c) (28) (36) (30)

Total contract assets 1,519 2,561 1,867

Non-current asset recognised for costs incurred to 
fulfill a contract (b)(iv) 312 520 –

Contract liabilities – customer loyalty programme (c)(iii) 552 536 450
Contract liabilities – IT consulting contracts (b)(iii),(c)(iv) 1,430 989 205

Total current contract liabilities 1,982 1,525 655

(ii) Revenue recognised in relation to contract liabilities

The following table shows how much of the revenue recognised in the current reporting period relates to carried-
forward contract liabilities:

2022
CU’000

2021
CU’000

Revenue recognised that was included in the contract liability balance at the beginning of 
the period

IT consulting contracts 989 205
Customer loyalty programme 536 450
(Extracted from PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 2022)

Disclosure Example
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3.0 LEASES

Cash Outflow, Maturity Analysis and Nature of Leases Key finding:

A number of disclosures, i.e. total cash outflow for leases, maturity analysis of lease liabilities and nature of the lessee’s 
leasing activities were often omitted. 

FSRC Analysis
Disclosures of total cash outflow for leases, maturity analysis of lease liabilities applying MFRS 7 Financial Instruments: 
Disclosures (MFRS 7) and nature of the lessee’s leasing activities in accordance with Paragraphs 53(g), 58 and 59(a) of 
MFRS 16 Leases provide users of the financial statements with a basis to assess the effect of leases have on the financial 
performance, financial position and cash flows of the lessee. The information about lease cash outflow and maturity 
analysis is helpful to users in understanding the entity’s liquidity risk and forecasting future lease payments. Whereas, 
information about the nature of the entity’s leasing activities will enable users to understand more entity-specific 
information about the entity’s leases.

38. Leases
A. Leases as lessee

The Group leases warehouse and factory facilities. The leases typically run for a period of 10 years, with an option to 
renew the lease after that date. Lease payments are renegotiated every five years to reflect market rentals. Some leases 
provide for additional rent payments that are based on changes in local price indices. For certain leases, the Group 
is restricted from entering into any sub-lease arrangements.

(iii) Amounts recognised in statement of cash flows

In thousands of euro 2022 2021

Total cash outflow for leases 1,019 1,037

32. Financial instruments – Fair values and risk management
C. Financial risk management
iii. Liquidity risk

Exposure to liquidity risk

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross 
and undiscounted, and include contractual interest payments and exclude the impact of netting agreements.

Contractual cash flows

31 December 2022 
In thousands of euro

Carrying
amount Total

2 months
or less

2-12
months

1-2
years

2-5
years

More than
5 years

Non-derivative financial liabilities
Contingent consideration 270 (330) – – – (330) –
Bank overdrafts 334 (334) (334) – – – –
Secured bank loans 8,609 (9,409) (367) (1,720) (1,810) (5,512) –
Unsecured bank loan 503 (520) (194) (326) – – –
Unsecured bond issues 9,200 (10,272) (59) (3,195) (709) (6,309) –
Convertible notes 4,678 (5,375) – (150) (150) (5,075) –
Redeemable preference shares 1,990 (2,528) – (88) (88) (264) (2,088)
Lease liabilities 4,125 (5,697) (381) (334) (963) (1,450) (2,569)
Trade payables 23,017 (23,017) (23,017) – – – –

52,726 (57,482) (24,352) (5,813) (3,720) (18,940) (4,657)
(Extracted from ©KPMG IFRG Ltd. Guide to annual financial statements – Illustrative disclosures, September 2022)

Disclosure Example
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4.0 CORPORATE GUARANTEES

Disclosure of Corporate Guarantees4.1
Key finding:

There was an inappropriate disclosure of corporate guarantees as contingent liabilities. 

FSRC Analysis

Corporate guarantee is an agreement in which an entity takes on the payments of a debt if the debtor defaults on 
the loan. A corporate guarantee is usually provided by the parent entity to financial institutions in respect of credit 
facilities granted to its subsidiaries. There is a misconception that corporate guarantees are to be accounted for as 
contingent liabilities in accordance with MFRS 137 Provisions, Contingent Liabilities and Contingent Assets (MFRS 137). 
However, corporate guarantees meet the definition of financial guarantee contracts in accordance with Appendix A of 
MFRS 9. Paragraph 2 of MFRS 137 specifically scopes out financial instruments (including guarantees) that are within 
the scope of MFRS 9 from MFRS 137.

Credit Risk and Liquidity Risk of Corporate Guarantees4.2
Key finding:

There was lack of disclosure of credit risk and liquidity risk of corporate guarantees, where such guarantees were 
classified as financial guarantee contracts within the scope of MFRS 9. 

FSRC Analysis

The purpose of such disclosures is to enable users of financial statements to evaluate the extent of credit risk and 
liquidity risk arising from the corporate guarantees which the entity is exposed at the end of the reporting period and 
how the entity manages those risks. The disclosure of credit risk includes the maximum exposure to credit risk, which 
is the maximum amount the entity could have to pay if the guarantee is called on, pursuant to Paragraph B10(c) of 
MFRS 7. The maximum amount of the corporate guarantees can be further analysed, under liquidity risk, by disclosing 
quantitative maturity analysis with the amount allocated to the earliest period in which the guarantee could be called 
in accordance with Paragraph 11C(c) of MFRS 7.

33. Financial instruments  

Financial guarantee

Risk management objectives, policies and processes for managing the risk
The Company provides unsecured financial guarantees to banks in respect of facilities granted to certain subsidiaries. 
The Company monitors the ability of the subsidiaries to service their loans and facilities on an individual basis.

Exposure to credit risk, credit quality and collateral
The maximum exposure to credit risk amounts to RM894,649 (2021: RM605,783) representing the outstanding banking 
facilities of the subsidiaries as at the end of the reporting period. 

Recognition and measurement of impairment loss
The Company assumes that there is a significant increase in credit risk when a subsidiary’s financial position deteriorates 
significantly. The Company considers a financial guarantee to be credit impaired when:

• The subsidiary is unlikely to repay its obligation to the bank in full; or 

• The subsidiary is having a deficit shareholder’s fund and is continuously loss making.

Disclosure Example
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4.0 CORPORATE GUARANTEES

33. Financial instruments (cont’d)

Financial guarantee (cont’d)

Recognition and measurement of impairment loss (cont’d)
The Company determines the probability of default of the guaranteed amounts individually using internal information 
available.

As at the end of the reporting period, the Company did not recognise any allowance for impairment in respect of 
financial guarantees since the fair value on initial recognition was not material.

Liquidity risk

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are 
gross and undiscounted, and include contractual interest payments and exclude the impact of netting agreements.

Contractual cash flows

31 December 2022
In RM’000

Carrying
amount Total

Less than 
1 year

1-2
years

2-5
years

More than
5 years

Secured bank loans 1,910 (2,378) (570) (391) (1,417) –
Lease liabilities 2,984 (4,075) (209) (258) (1,077) (2,531)
Trade payables 18,454 (18,454) – – – –
Financial guarantee – (48,920) (48,920) – – –

23,348 (73,827) (49,699) (649) (2,494) (2,531)

Disclosure Example (cont’d)
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5.0 UNUTILISED TAX LOSSES

Expiry Date(s) of Unutilised Tax Losses Key finding:

The expiry date(s) of the unutilised tax losses and unused tax credits for which no deferred tax asset is recognised in 
the statement of financial position was commonly not included in the financial statements.  

FSRC Analysis

Effective from year of assessment 2019, a new provision in the Income Tax Act 1967 in Malaysia was introduced to 
limit the unutilised tax losses carried forward arising from a relevant year of assessment for a period of seven (7) 
consecutive years of assessment and subsequently, the limit increased to ten (10) consecutive years of assessment 
effective year of assessment 2019. Hence, an entity should keep users of financial statements informed of such disclosure 
for which no deferred tax asset is recognised as required by Paragraph 81(e) of MFRS 112 Incomes Taxes.

Disclosure Example

7. Income taxes 

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:

      Group
2022

RM’000
2021

RM’000

Unabsorbed capital allowances 174,833 129,622
Unutilised tax losses 591,408 460,864
Other temporary differences 45,766 68,916

Total 812,007 659,402

Year of expiry of unutilised tax losses is analysed as follows:

Expired by 2028 300,856 126,498
Expired by 2029 106,723 87,406
Expired by 2030 79,153 91,320
Expired by 2031 49,102 67,543
Expired by 2032 55,574 88,097

Total 591,408 460,864

The unabsorbed capital allowances and other deductible temporary differences of the Group are available indefinitely 
for offsetting against future taxable profits of the respective entities within the Group, subject to tax laws and guidelines 
issued by the tax authority enacted at the reporting date. 

Deferred tax assets have not been recognised by the Group in respect of these items as it is not probable that taxable 
profits of its subsidiaries would be available against which deductible temporary differences could utilised.

11MICPA Common Observations 2020 - 2022 



6.0 EXPECTED CREDIT LOSSES

Forward-looking InformationKey finding:

There was lack of disclosure on how forward-looking information has been incorporated into expected credit losses 
(ECL) for the purpose of determining ECL. 

FSRC Analysis

Forward-looking information, in the context of MFRS 9, is an enhanced information set that includes credit information 
pertaining to future macro-economic factors, such as gross domestic product (GDP) growth rate, inflation rate and 
unemployment rate. An explanation of how such forward-looking information, as required by Paragraph 35G(b) of 
MFRS 7, has been incorporated in the measurement of ECL, along with past due information, would provide users of 
financial statements with comprehensive credit risk information.

32. Financial Instruments – Fair values and risk management

C. Financial risk management

ii. Credit Risk

Trade receivables and contract assets

Expected credit loss assessment for corporate customers

The Group allocates each exposure to a credit risk grade based on data that is determined to be predictive of the risk 
of loss (including but not limited to external ratings, audited financial statements, management accounts and cash 
flow projections and available press information about customers) and applying experienced credit judgement. Credit 
risk grades are defined using qualitative and quantitative factors that are indicative of the risk of default and are 
aligned to external credit rating definitions from agencies [Rating Agencies X and Y].

Exposures within each credit risk grade are segmented by geographic region and industry classification and an ECL 
rate is calculated for each segment based on delinquency status and actual credit loss experience over the past seven 
years. These rates are multiplied by scalar factors to reflect differences between economic conditions during the period 
over which the historical data has been collected, current conditions and the Group’s view of economic conditions over 
the expected lives of the receivables.

Scalar factors are based on GDP forecast and industry outlook and include the following: 1.3 (2021: 1.2) for [Country 
X], 0.9 (2021: 0.8) for [Country Y], 1.1 (2021: 1.2) for [Country Z] and 1.8 (2021: 1.9) for [Industry A]. (Extracted from 
©KPMG IFRG Ltd. Guide to annual financial statements – Illustrative disclosures, September 2022)

Disclosure Example
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7.0 LEVEL 3 FAIR VALUE HIERARCHY

Fair Value MeasurementKey finding:

There was lack of disclosures about information for each class of assets and liabilities measured at fair value categorised 
within Level 3 of the fair value hierarchy, in particular:

(a) description of the valuation technique(s); 

(b) quantitative information about the significant unobservable inputs used in the fair value measurement; and

(c) description of the valuation process used.

FSRC Analysis

Information about fair value measurements, such as description of the valuation technique(s), quantitative information 
about the significant unobservable inputs used and valuation processes as required by Paragraphs 93(d) and 93(g) of 
MFRS 13 Fair Value Measurement is important to keep users of financial statements informed of the basis applied.

8. Non-financial assets and liabilities

8(j) Recognised fair value measurements

(ii) Valuation techniques used to determine level 2 and level 3 fair values

The group obtains independent valuations for its investment properties at least annually and for its freehold land and 
buildings related to manufacturing sites (classified as property, plant and equipment) at least every three years.

At the end of each reporting period, the directors update their assessment of the fair value of each property, taking 
into account the most recent independent valuations. The directors determine a property’s value within a range of 
reasonable fair value estimates.

The best evidence of fair value is current prices in an active market for similar properties. Where such information is 
not available the directors consider information from a variety of sources including:

• current prices in an active market for properties of a different nature or recent prices of  similar properties in less 
active markets, adjusted to reflect those differences

• discounted cash flow projections based on reliable estimates of future cash flows

• capitalised income projections based on a property’s estimated net market income, and a capitalisation rate derived 
from an analysis of market evidence.

All resulting fair value estimates for properties are included in level 3 except for land held for resale. The level 2 fair 
value of land held for resale has been derived using the sales comparison approach. The key inputs under this approach 
are the price per square metre from current year sales of comparable lots of land in the area (location and size).

Disclosure Example
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7.0 LEVEL 3 FAIR VALUE HIERARCHY

8. Non-financial assets and liabilities (cont’d)

8(j) Recognised fair value measurements (cont’d)

(v) Valuation inputs and relationships to fair value

The following table summarises the quantitative information about the significant unobservable inputs used in recurring 
level 3 fair value measurements (see (ii) above for the valuation techniques adopted):

Description

Fair value at
Unobservable 

inputs*

Range of inputs (probability-
weighted average) Relationship of 

unobservable inputs to 
fair value

31 December 
2022

CU’000

31 December 
2021

CU’000
2022 2021

Leased office 
buildings

7,765 4,915

Discount rate 4%-5%
(4.8%)

3%-4%
(3.6%)

The higher the discount 
rate and terminal yield, 
the lower the fair value

Terminal yield 6%-7%
(6.6%)

5.5%-6%
(5.8%)

Capitalisation 
rate

4%-4.5%
(4.4%)

4%-4.5%
(4.2%)

The higher the 
capitalisation rate and 
expected vacancy rate, 
the lower the fair valueExpected 

vacancy rate
9%-10%
(9.2%)

8%-10%
(8.7%)

Rental growth 
rate

3%-3.6%
(3.2%)

2%-2.5%
(2.2%)

The higher the rental 
growth rate, the higher 
the fair value

Office building 
under 

redevelopment
5,535

n/a – Level 2 
fair value

Estimated 
cost to 

completion

CU3,230,000-
CU3,510,000 

(CU3,395,000)

n/a The higher the estimated 
costs, the lower the fair 
value

Estimated 
profit margin 
required to 
hold and 
develop 

property to 
completion

12.5% of 
property value

n/a The higher the profit 
margin required, the 
lower the fair value

Manufacturing 
sites - Oneland

43,750 32,487 Discount rate 6%-7%
(6.7%)

8%-9%
(7.7%)

The higher the discount 
rate and terminal yield, 
the lower the fair value

Terminal yield 8%-9%
(8.2%)

9.5%-10%
(9.7%)

Disclosure Example (cont’d)
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8. Non-financial assets and liabilities (cont’d)

8(j) Recognised fair value measurements (cont’d)

(vi) Valuation processes

The group engages external, independent and qualified valuers to determine the fair value of the group’s investment 
properties at the end of every financial year, and for other land and buildings at least every three years. As at 31 
December 2022, the fair values of the investment properties have been determined by ABC Property Surveyors Limited. 
A directors’ valuation has been performed for the land and buildings classified as property, plant and equipment as 
at 31 December 2022. The last independent valuation of these land and buildings was performed as at 31 December 
2021.

The main level 3 inputs used by the group are derived and evaluated as follows:

• Leased office buildings – discount rates, terminal yields, expected vacancy rates and rental growth rates are estimated 
by ABC Property Surveyors Limited or management based on comparable transactions and industry data.

• Office building under redevelopment – costs to completion and profit margin are estimated by ABC Property 
Surveyors Limited based on market conditions as at 31 December 2022. The estimates are consistent with the 
budgets developed internally by the group based on management’s experience and knowledge of market conditions.

Changes in level 2 and level 3 fair values are analysed at each reporting date during the half-yearly valuation discussion 
between the CFO, AC and the valuation team. As part of this discussion, the team presents a report that explains the 
reason for the fair value movements. (Extracted from PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 
2022)

Disclosure Example (cont’d)
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8.0 PRESENTATION OF FINANCIAL STATEMENTS

Recognition or Reversal of Impairment Loss as a Line Item in Profit or Loss 
Section or Statement of Profit or Loss

8.1
Key finding:

Disclosure of the recognition or reversal of the impairment loss was commonly left out in the profit or loss section or 
the statement of profit or loss. 

FSRC Analysis

Paragraph 82(ba) of MFRS 101 Presentation of Financial Statements (MFRS 101) requires impairment losses (including 
reversal of impairment losses) determined in accordance with Section 5.5 of MFRS 9 to be included in the profit or 
loss section or the statement of profit or loss. Such disclosure allows users of financial statements to evaluate how 
the recognition or reversal of impairment loss impact the profit or loss of the entity.

Disclosure Example
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Consolidated income statement 
For the year ended 31 December

In thousands of euro
Note 2022 2021

Restated*

Continuing operations
Revenue 8 102,860 96,719
Cost of sales 9(C) (55,432) (56,186)

Gross profit 47,428 40,533
Other income 9(A) 893 104 
Selling and distribution expenses 9(C) (18,322) (15,865)
Administrative expenses 9(C) (17,732) (14,428)
Research and development expenses 9(C) (1,109) (697)
Impairment loss on trade receivables and contract assets 31(C)(ii) (200) (190)
Other expenses 9(B) (996) -

Operating profit 9,962 9,457
Finance income 1,131 447
Finance costs (1,883) (1,635)

Net finance costs 10 (752) (1,188)

Share of profit of equity-accounted investees, net of tax 24 1,141 587

Profit before tax 10,351 8,856
Income tax expense 14 (3,178) (2,460)

Profit from continuing operations 7,173 6,396



Disclosure Example (cont’d)
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Consolidated income statement (cont’d)
For the year ended 31 December

In thousands of euro
Note 2022 2021

Restated*

Discontinued operation
Profit/(loss) from discontinued operation, net of tax 7 379 (422)

Profit for the period 7,552 5,974

Profit attributable to:
Owners of the Company 7,055 5,623
Non-controlling interests 35 497 351

7,552 5,974

Earnings per share
Basic earnings per share (euro) 11 2.15 1.69

Diluted earnings per share (euro) 11 2.04 1.68

Earnings per share – Continuing operations
Basic earnings per share (euro) 11 2.02 1.83

Diluted earnings per share (euro) 11 1.92 1.82

Adjusted earnings before interest, tax, depreciation and 
amortisation (adjusted EBITDA) 15 15,744 16,782

* �The� comparative� information� is� restated� on� account� of� correction� of� errors.� See� Note� 44.� Comparative� information� has� also� been� re‑presented� due�
to a discontinued operation and a change in classification. See Notes 7 and 21(H) respectively. (Extracted from ©KPMG IFRG Ltd. Guide to annual 
financial statements – Illustrative disclosures, September 2022)



Assumptions About Future and Other Major Sources of Estimation 
Uncertainty

8.2
Key finding:

There was lack of information about the assumptions an entity makes about the future and other major sources of 
estimation uncertainty at the end of the reporting period. 

FSRC Analysis

Information about the assumptions that have a significant risk of resulting in a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year should be disclosed in accordance with Paragraph 125 
of MFRS 101. Such disclosures should also include details of their nature and carrying amount as at the end of the 
reporting period.

Classification of Retention Sums8.3
Key finding:

Retention sums under trade receivables were often disclosed as non-current assets. In addition, there was no disclosure 
of the amount expected to be recovered after more than twelve (12) months for retention sums classified as current 
assets or current liabilities. 

FSRC Analysis

Retention sums, which are part of trade receivables, should be classified as current assets as the amounts are expected 
to be realised in an entity’s normal operating cycle in accordance with Paragraph 66(a) of MFRS 101. The operating 
cycle of an entity refers to the time between the acquisition of assets for processing and their realisation in cash or 
cash equivalents. 

Pursuant to Paragraph 61 of MFRS 101, an entity shall disclose the retention sums expected to be recovered or settled:

(a) no more than twelve months after the reporting period; and

(b) more than twelve months after the reporting period.

8. Non-financial assets and liabilities

8(d) Intangible assets

(iv) Significant estimate: useful life of IT division’s intangible assets

The group has recently completed the development of software that is used to analyse business processes by the IT 
consulting division. As at 31 December 2022, the carrying amount of this software was CU722,000 (2021 - nil). The 
group estimates the useful life of the software to be at least five years based on the expected technical obsolescence 
of such assets. However, the actual useful life may be shorter or longer than five years, depending on technical 
innovations and competitor actions. If it were only three years, the carrying amount would be CU702,000, but if the 
group estimated it to be eight years, the carrying amount would be CU732,000 as at 31 December 2022. (Extracted from 
PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 2022)

Disclosure Example

8.0 PRESENTATION OF FINANCIAL STATEMENTS
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Intra-Group Loans8.4
Key finding:

There was inappropriate classification of amount due from subsidiaries arising from intra-group loans as current assets. 

FSRC Analysis

Classification of the amount due from subsidiaries arising from intra-group loans as either current or non-current 
assets should be based on the expected timing of realisation, rather than ‘repayable on demand’ feature pursuant to 
Paragraph 66(c) of MFRS 101 and FRSIC Consensus 31 Classification of Amount due from Subsidiaries and Amount Due 
to Holding Company that is Repayable on Demand. 
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The need to strive for high quality financial reporting is becoming crucial 
particularly in an increasingly challenging business environment. In light of the 
common observations highlighted above, measures can be implemented to 
ensure swift improvement especially in complying with relevant accounting and 
auditing standards and tightening of gaps in basic and fundamental areas. In 
addition, continuous professional development, i.e. training, for professional 
accountants at various roles are encouraged as these are essential building 
blocks for high quality financial reporting. The MICPA hopes that this publication 
is useful to members in strengthening the quality of financial reporting and 
furthering the quest to develop competent professional accountants who 
safeguard the public interest and uphold the profession’s reputation.

CONCLUSION

20



Certain disclosure examples are reproduced by the MICPA with the permission of the KPMG International Standards 
Group (part of KPMG IFRG Limited) and PricewaterhouseCoopers LLP. Below are the copyright and disclaimer of KPMG 
and PwC on the disclosures examples shared in this MICPA publication. Please refer to the source publications should 
the complete disclosure examples, and context of their use, be needed.

About KPMG’s Copyright and Disclaimer

KPMG’s Illustrative Disclosures Guide to Annual Financial Statements has been produced by the KPMG International Standards Group (part of 
KPMG IFRG Limited). It is intended to help entities to prepare and present financial statements in accordance with IFRS Accounting Standards 
by illustrating one possible format for financial statements for a fictitious multinational corporation involved in general business activities. 

© 2022 KPMG IFRG Limited, a UK company, limited by guarantee. All rights reserved. KPMG refers to the global organization or to one or 
more of the member firms of KPMG International Limited (“KPMG International”), each of which is a separate legal entity. KPMG International 
Limited is a private English company limited by guarantee and does not provide services to clients. 

The information contained in KPMG’s Illustrative Disclosure Guide to Annual Financial Statements is of a general nature and is not intended 
to address the circumstances of any particular entity. It cannot be used as the basis for, nor documentation to support, an entity’s financial 
reporting processes, systems and controls. Although KPMG endeavours to provide accurate and timely information, there can be no guarantee 
that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon 
such information without appropriate professional advice after a thorough examination of the particular situation.

About PwC’s Copyright and Disclaimer

PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 2022 has been prepared for general guidance on matters 
of interest only, and does not constitute professional advice. You should not act upon the information contained in PwC Value IFRS Plc 
Illustrative IFRS Consolidated Financial Statements, December 2022 without obtaining specific professional advice. No representation or warranty 
(express or implied) is given as to the accuracy or completeness of the information contained in PwC Value IFRS Plc Illustrative IFRS Consolidated 
Financial Statements, December 2022, and to the extent permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents 
do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, 
in reliance on the information contained in PwC Value IFRS Plc Illustrative IFRS Consolidated Financial Statements, December 2022 or for any 
decision based on it.

© 2022 PwC. All rights reserved. Not for further distribution without the permission of PwC. ‘PwC’ refers to the network of member firms of 
PricewaterhouseCoopers International Limited (PwCIL), or, as the context requires, individual member firms of the PwC network. Each member 
firm is a separate legal entity and does not act as agent of PwCIL or any other member firm. PwCIL does not provide any services to clients. 
PwCIL is not responsible or liable for the acts or omissions of any of its member firms nor can it control the exercise of their professional 
judgment or bind them in any way. No member firm is responsible or liable for the acts or omissions of any other member firm nor can it 
control the exercise of another member firm’s professional judgment or bind another member firm or PwCIL in any way.
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MICPA’s Copyright and Disclaimer 

Copyright © 2022 The Malaysian Institute of Certified Public Accountants (MICPA) 
has exclusive proprietary rights in the data or information provided herein. This 
document is the property of MICPA and is protected by Malaysian and international 
copyright laws and conventions. The data and information in this document shall 
only be used for intended purposes and not for any improper or unauthorised 
purpose. All information contained herein shall not be copied or otherwise 
reproduced, repackaged, transmitted, transferred, disseminated, redistributed or 
resold for any purpose, in whole or in part, in any form or manner, or by any 
means or person without MICPA’s prior written consent.

Any opinion, analysis, observation, commentary and/or statement made by MICPA 
are solely statements of opinion based on information obtained from sources 
which MICPA believes to be reliable and therefore, shall not be taken as a statement 
of fact under any circumstance. MICPA does not and is in no position to 
independently audit or verify the truth and accuracy of the information contained 
in the document and shall not be responsible for any error or omission or for 
the loss or damage caused by, resulting from or relating to the use of such 
information. Neither MICPA give any express nor implied warranty, including, but 
not limited to, any warranty as to the accuracy, completeness, merchantability 
nor fitness for any particular purpose nor use of any such information.

MICPA shall not be liable for any damage or loss arising from the use of and/or 
reliance on documents produced by MICPA or any information contained therein. 
Anyone using and/or relying on MICPA’s document and information contained 
therein solely assumes the risk in making use of and/or relying on such document 
and all information contained therein and acknowledges that this disclaimer has 
been read and understood, and agrees to be bound by it. 

© 2022 The Malaysian Institute of Certified Public Accountants
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