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Purpose of the report

This report provides information on the enforcement of information requirements
for securities issuers in connection with their participation in trading in the capital
market.

The report is prepared for users of regulated information, issuers and auditors, to
contribute to the correct and consistent application of relevant reporting require-
ments laid down in legislation. High-quality complete and accurate information is a
crucial factor that drives the investors’ decision-making process and builds investor
confidence in the market and the listed securities. Improper performance of infor-
mation disclosure obligations of issuers results, in turn, in a lack of universal and
equal access to complete and accurate information, which is essential for proper
operation of market mechanisms.
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1 Introduction

The tasks of the Polish Financial Super-
vision Authority (PL: Urzad Komisji
Nadzoru Finansowego, UKNF) include
supervising the fulfilment by the su-
pervised entities referred to in Article
5 point 7 of the Act on capital market
supervision® of the information disclo-
sure obligations relating to their par-
ticipation in trading in the capital mar-
ket, to the extent specified in the leg-
islation — in accordance with Article
7(1) point 2 of the said Act.

The supervision exercised by the UKNF
in the area of information require-
ments covers financial statements (in
particular compliance with [IFRSs?),
management or directors’ reports,
and non-financial information. The
UKNF also exercises direct supervision
of inside information of the issuers
whose securities are admitted to trad-
ing on a regulated market and indirect
supervision in relation to the issuers
whose securities are admitted to trad-
ing on an alternative trading system —
ATS3).

1 Act of 29 July 2005 on capital market supervi-
sion (consolidated text: Journal of Laws 2020,
item 1400, as amended).

2 |International Accounting Standards, Interna-
tional Financial Reporting Standards and re-
lated interpretations published as European
Commission Regulations.
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Parts two to five of this report provide
information on enforcement actions
undertaken by the UKNF in 2021 in re-
lation to specific areas of supervision,
i.e. financial reporting, timeliness and
completeness of periodic reports,
non-financial information, and inside

information.

Due to COVID-19 pandemic and the
related difficulties, the Member States
concerned, including Poland, bene-
fited from the opportunity to post-
pone the deadline for reporting in the
ESEF by a year, leaving the option for
reporting in that format for 2020. This
means that for many issuers the prep-
aration of the report for 2021 will be
their first experience with the new for-
mat. It should thus be borne in mind
that for all reports for 2021, using the
ESEF is already mandatory. The topic
of the ESEF as well as other important
issues related to financial and non-fi-
nancial reporting and inside infor-
mation have been discussed in Part six
of this report.

3 The direct enforcement of information re-
quirements of issuers operating in an ATS is ex-
ercised by companies operating a regulated
market which organise the ATS (Warsaw Stock
Exchange and BondSpot) — the scope of the
UKNF supervision is indicated in Part 5 of this
report.
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2 Review of financial statements and enforcement actions

Enforcement of issuers’ financial re- the applicable financial reporting reg-
porting is based on a review of se- ulations. Such enforcement uses se-
lected financial statements of issuers lection of issuers based on a combina-
whose securities are admitted to trad- tion of a risk-based approach, rotation
ing on a regulated market other than and/or random sampling.

investment funds, for compliance with

In 2021, the selection for the purpose of assessment of compliance
with the applicable financial reporting regulations included, in partic-
ular, financial statements of issuers:

— to whom recommendations had been issued,

— with regard to which information had been obtained which gave
reasonable grounds for suspecting irregularities in those financial
statements,

— for whom an auditor had issued an audit report containing a mod-
ified opinion or a review report containing a modified conclusion,

— inabad financial situation, including those with significant debt lev-
els and unfavourable liquidity, profitability and productivity ratios,

— with significant positions or significant changes to positions in the
financial statements,

— for whom the contract with an audit firm was terminated before
the end of its term,

— toensure rotation, i.e. review the financial statements of all issuers
within a given period,

— selected randomly.
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Table 1. Number of issuers whose financial statements were subject to a periodic

review in 2019-2021
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Number of regulated-market issuers
Year (Warsaw Stock Exchange* and Bond-

Spot®)* at year-end

Number of issuers whose financial
statements were subject to review*

Share in the total number of regu-
lated-market issuers

2019 436 96 22.0%
2020 425 59 13.9%
2021 435 56 12.9%
* Excluding closed-end investment funds and issuers for whom the Republic of Poland is a host state.
Source: UKNF
When selecting issuers’ financial as a going concern, particular atten-
statements for the periodic review in tion was paid to financial statements
2021, a high priority was assigned, as of issuers prepared on a going concern
in previous years, to the criterion of: basis which indicated material uncer-
modified opinion of an auditor in the tainties as to events or circumstances
audit report or a modified conclusion which may cast significant doubt upon
in the review report. the entity’s ability to continue as a go-
Lo . oo ing concern, as well as the financial
As modified opinions or modified con- 8 ’ ] )
. . statements made with the assumption
clusions were often related to the is-
. - . that the entity would not continue as
sue of the entity’s ability to continue _ y
a going concern.
Table 2. Number of issuers with a modified opinion in the audit report or a modified
conclusion in the review report
A A Year Year
Reporting period H1 2020 H1 2021
2019 2020
Qualified opinions or conclusions 9 13 18 10
Disclaimers of opinion / report 5 7 6 7
Adverse opinions or conclusions 1 0 0 0
TOTAL 15 20 24 17
Number of issuers at year-end* 436 436 425 425
Share in the number of issuers at year-end 3% 5% 6% 4%

* Excluding closed-end investment funds and issuers for whom the Republic of Poland is a host state.

Source: UKNF

4 Gietda Papierow Wartosciowych w Warszawie S.A.

5 BondSpot S.A.
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Financial statements are subject to
unlimited scope examination or fo-
cused examination. For issuers re-

viewed only for compliance with rec-
ommendations, a follow-up examina-
tion is carried out.

Unlimited scope examination — examination of the entire financial

statements with the goal of identifying any cases of non-compliance

with financial reporting regulations applicable to issuers.

Focused examination — examination limited to a scope concerning spe-

cific issues, the application of certain IFRSs (e.g. topics highlighted in

ESMA’s European common enforcement priorities, examination of se-

lected positions or parts of financial statements).

Follow-up examination — review of subsequent financial statements ex-

clusively for the necessary adjustments and improvements, particularly
when recommendations were submitted to the issuer.

Table 3. Number of issuers whose financial statements were subject to the periodic

review in 2021, by type of examination

UKNF |

Type of examination Number of issuers % share
Unlimited scope examination 38 67.86
Focused examination 13 23.21
Follow-up examination 5 8.93
Total 56 100

Source: UKNF

The following figure shows selected
areas of non-compliance resulting
from the review of issuers’ financial

statements carried out in 2021.

As regards the practical application of
IFRSs, it is useful to take note of the

6 https://www.esma.europa.eu/

packages of decisions on the enforce-
ment of financial information, made
by the European national enforcers
and published on the ESMA’s web-
site®”.

7 https://www.esma.europa.eu/sites/de-
fault/files/library/esma32-63-1192 25th ex-
tract from the eecs database of enforce-
ment.pdf
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Figure 1. Areas of non-compliance in relation to which recommendations were is-
sued to issuersin 2021

Going concern, liquidity risk
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o failure to disclose material judgements underlying the assessment of going concern

e applying assumptions which do not reflect historical data in cash flow forecasts used for
assessing the entity’s ability to continue as a going concern

o failure to specify the value of past due liabilities in the analysis related to the maturity of
financial liabilities

e failure to include a description of the entity-specific manner of managing liquidity risk

e insufficient disclosures on maturity analysis of financial liabilities

BN  |mpairment of non-financial assets

o failure to assess whether there are indications that the shares in a subsidiary may be impaired

¢ determining the recoverable amount of investments in subsidiaries without taking into account
the measurement rules applicable to such assets

o failure to consider unfavourable external facts and circumstances when assessing indications
that investments in subsidiaries may be impaired

¢ allocating an impairment loss to the entire CGU (cash-generating unit), instead of particular
assets in a given CGU

B [Vleasurement of financial instruments

o failure to calculate expected credit losses on loans granted to subsidiaries
¢ lack of disclosures on rules and judgements related to estimating expected credit losses
e failure to implement IFRS 9 Financial Instruments

—— LG G E

¢ lack of disclosures resulting from IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors related to changes in the presentation of revenue

o failure to disclose accounting policies regarding the moment of fulfiiment of the performance
obligation

e failure to measure long-term contracts

e lack of sufficient disclosures in the note on revenue resulting from unjustified aggregation of
different revenue categories

¢ lack of separate presentation of contract assets which have not yet reached their final maturity on
the basis of a contract or a court ruling

e failure to consider specific features of the property of a given company when estimating the fair
value of shares in a subsidiary

e failure to disclose, among others, a description of measurement techniques and inputs and
sensitivity analysis

Consolidation and business combination

¢ non-compliance with the standard on using the acquisition method when settling a combination
e incorrect identification of the date of combination with another entity

e incorrect identification of the acquiring entity in a transaction of acquiring shares in another
company

ey Taxes and deferred income tax

o failure to make specific disclosures to support the recognition of deferred income tax assets

Source: UKNF, based on the analysis



In 2021, most enforcement actions
were taken in three areas: going con-
cern, liquidity risk, and impairment of
non-financial assets and financial in-
struments. In 2020, the actions fo-
cused on topics related to going con-
cern, impairment of non-financial as-
sets and establishing fair value.

In the area of going concern, the iden-
tified irregularities concerned mainly
the failure to disclose significant
judgements made by the manage-
ment with regard to the adopted go-
ing concern assumption, the disclo-
sure of which is required in particular
when there is a significant uncertainty
as to the entity’s ability to continue as
a going concern. When analysing dis-
closures related to significant changes
to liquidity risk, we notice improve-
ment. However, there is still work to
be done to ensure complete disclo-
sures with regard to liquidity risk,
managing that risk, and ensuring con-
sistency with other information pre-
sented in the financial statements. We
point to selected disclosure require-
ments with regard to going concern

Enforcement actions

After a review of financial statements,
if there are any concerns or doubts
about their correctness, the issuer
(management board / supervisory
board) or audit firm is asked to pro-
vide further clarification, pursuant to
Article 68(1) and (2) of the Act on pub-
lic offering®.

Pursuant to Article 68(5) of the Act on
public offering, the Board of the Polish

8 Act of 29 July 2005 on public offering, condi-
tions governing the introduction of financial in-
struments to organised trading, and public

9

and liquidity risk in the further part of
the report (cf. Part 6.1.1).

Similarly to previous years, impair-
ment of non-financial assets remained
an important focus of enforcement ac-
tions, including in terms of basic obli-
gations related to identifying condi-
tions for conducting impairment tests
and disclosing full and useful infor-
mation about those tests.

Questions and recommendations ad-
dressed to issuers also concerned the
application of IFRS 9 Financial Instru-
ments to the measurement of finan-
cial assets. We notice an improvement
in the quality of disclosures on estab-
lishing expected credit losses with re-
gard to receivables, although we also
notice cases where issuers need to
provide more details in that respect.
At the same time, some companies
still have a cavalier approach to re-
guirements regarding credit risk as-
sessment and the establishment of re-
lated write-downs. Basic topics re-
lated to estimating expected credit
losses, and disclosures in that regard,
are also presented in the further part
of this report (cf. Part 6.1.3).

Financial Supervision Authority (PL:
Komisja Nadzoru Finansowego) (KNF
Board) issues recommendations for an
issuer to put an end to any breach of
information requirements. The pur-
pose of a recommendation is to ena-
ble the issuer to eliminate non-compli-
ance as soon as possible by amending
the relevant financial statements, and
to ensure that the users of financial
statements have access to correct and

companies (consolidated text: Journal of Laws
2021, item 1983, as amended).
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complete information. The implemen-
tation of recommendations is moni-
tored.

In 2021, recommendations on financial reporting were issued to 22 issuers,

including:

— 5 recommendations concerned recognition/measurement and resulted

in an amendment to the annual or interim financial statements,

— 7 recommendations concerned recognition/measurement and con-

cerned future annual or interim financial statements,

— 10recommendations concerned the inclusion of disclosures in future an-

nual or interim financial statements.

Irregularities resulting in the issuance of recommendations most often con-

cerned: presentation of financial statements (IAS 1, IAS 8), impairment of

non-financial assets (IAS 36), measurement and disclosures with regard to fi-
nancial instruments (IFRS 9, IFRS 7, IAS 32, IAS 39), and revenue (IFRS 15).

3 Review of non-financial information and enforcement actions

Under Article 49b of the Accounting
Act®, entities, including issuers whose
securities are admitted to trading on a
regulated market, must include in
their management or directors’ re-
port, as a separate part, a non-finan-
cial statement, or prepare a separate
non-financial report.

In 2021, the enforcement of non-fi-
nancial information involved analysis
of completeness of all non-financial
reports of issuers under Article 49b of
the Accounting Act, which means that
the reports were reviewed for the
presence of the following information
to the extent necessary to evaluate
the issuers’ business:

9 Accounting Act of 29 September 1994 (con-
solidated text: Journal of Laws 2021, item 217,
as amended).

10

a short description of the entity’s
business model;

the non-financial key perfor-
mance indicators relevant to the
entity’s business;

a description of the policies ap-
plied by the entity in relation to
environmental, social and em-
ployee matters, respect of human
rights, anti-corruption and brib-
ery matters, as well as a descrip-
tion of the results of those poli-
cies;

a description of due diligence
processes, if the entity applies
them within the framework of
the above-mentioned policies;
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— a description of material risks in
the entity’s business that may ad-
versely affect non-financial mat-
ters, and a description of how
those risks are managed.

Additionally, for a selected sample of
non-financial information, the reviews
carried out in 2021 covered the mat-
ters indicated in ESMA’s Public state-
ment on European common enforce-

ment priorities for 2020%°. In particu-
lar, the non-financial information was
reviewed in terms of inclusion of the
following disclosures:

— the impact of COVID-19 on non-
financial matters;

— social and employee matters;

— business model and value crea-
tion; and

— risks related to climate change.

The disclosure requirements for non-financial information for 2020 ap-

plied to 146 issuers, including:

— 10issuers in relation to entity-level reports only,

— 49issuers in relation to group-level reports only,

— 87 issuers in relation to both entity-level and group-level reports.

A total of 140 non-financial disclosures for 2020 were made public by

issuers, including:
— 59 statements,
— 81 reports.

Five issuers benefited from the ex-
emption from the obligation to make
non-financial statements/reports pur-
suant to Article 49b(11) of the Ac-
counting Act, as a non-financial state-
ment/report containing information
concerning the relevant issuer had
been published by the higher level
parent.

The non-financial statements/reports
for 2020 were prepared in accordance
with the following standards:

- GRI (Global Reporting Initiative) —
52 issuers,

- SIN
Standard) — 23 issuers,

(Non-financial Information

— own standards — other issuers.

In 2021, the enforcement of non-financial information involved review

of all published reports. Recommendations were issued to 2 issuers

due to identification of non-compliance areas such as failure to publish

10 https://www.knf.gov.pl/knf/pl/komponenty/img/esma32-63-1041 public_state-

ment_on the european common enforcement priorities 2020 PL wersja_polska 71632.pdf

11
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a non-financial statement/report and failure to include a description

of the non-financial key performance indicators relevant to the en-

tity’s business.

4 Analysis of timeliness of publication and completeness of the issuers’

periodic reports, and enforcement actions

As of 31 December 2021, the require-
ment to publish periodic reports pur-
suant to Article 56(1) point 2 of the Act
on public offering applied to 435 issu-
ers whose securities are admitted to
trading on a regulated market, other
than investment funds.

In addition, as of 31 December 2021,
309 issuers that were parent compa-
nies of groups were required to pub-
lish consolidated periodic reports.

In total, in 2021, more than 2 thou-
sand periodic reports were published
by issuers.

In the case of 21 issuers there were
problems with the timely fulfilment of

periodic reporting requirements. En-
forcement actions were undertaken in
relation to those entities. Compared
to the previous year, there were more
cases of issuers’ failure to publish pe-
riodic reports, audit reports and re-
view reports in a timely manner. Issu-
ers should pay particular attention to
the publication of periodic reports
within the time limits specified in the
Regulation on current and periodic in-
formation!! as periodic reports are a
key source of information for inves-
tors and make it possible to assess the
issuer’s economic and financial stand-
ing, and compare that information
with the situation of other issuers.

The enforcement actions undertaken in 2021 with regard to the time-

liness of publication of the issuers’ periodic reports included:

— 18 cases where a competent department of the UKNF was asked to

request the Warsaw Stock Exchange to suspend trading in securi-

ties pursuant to Article 20 of the Act on trading in financial instru-

ments'?, in connection with a failure to publish periodic reports or

11 Regulation of the Minister of Finance of 29
March 2018 on current and periodic infor-
mation provided by issuers of securities and
on conditions under which information re-
quired by legal regulations of a third country

12

may be recognised as equivalent (Journal of
Laws 2018, item 757).

12 Act of 29 July 2005 on trading in financial in-
struments (consolidated text: Journal of Laws
2021, item 328, as amended).
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a failure to include in the annual and half-yearly reports, as appro-

priate, the auditor’s report on the audit or review of financial state-

ments, including:

7 — lack of the report for 2020,

3 — lack of the auditor’s report on the audit of financial state-

ments for 2020,

2 —lack of report for the first half of 2021,
3 — lack of the auditor’s report on the review of financial state-

ments for the first half of 2021,

2 — lack of report for the third quarter of 2021,
1 — lack of report for the first quarter of 2021,

— 13 recommendations were issued to issuers due to their failure to

publish periodic reports or the auditor’s report on the audit or re-

view of financial statements in a timely manner.

As part of the monitoring of complete-
ness of periodic reports, special atten-
tion was paid to the compliance by is-
suers with the provisions of the Regu-
lation on current and periodic infor-
mation in relation to the inclusion of
descriptions required for each type of
periodic report, in accordance with

Part 4 ‘Periodic reports’ of that Regu-
lation.

The enforcement actions also covered
an assessment of compliance by issu-
ers with ESMA Guidelines on Alterna-
tive Performance Measures (APM) in
their periodic reports for 2020 and the
first half of 2021.

As part of the enforcement actions undertaken in 2021 in relation to

the enforcement of completeness of issuers’ periodic reports, 27 rec-

ommendations were issued to issuers pursuant to Article 68(5) of the

Act on public offering, among others to supplement or correct periodic

reports. The above recommendations were issued due to the identifi-

cation of, among others, the following irregularities:

— failure to apply ESMA Guidelines on APMs (e.g. failure to provide

reasons for applying a specific APM),

— failure to provide data for all the required reporting periods,

— failure to indicate the factors which will have an impact on the

achieved results at least in the subsequent quarter,

13
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failure to indicate shareholders holding, directly or indirectly
through subsidiaries, at least 5% of the total number of votes at the
issuer’s general meeting of shareholders,

failure to provide the position of the management board or super-
visory board in relation to the auditor’s conclusion (opinion) in the
qualified review report, adverse conclusion (opinion) or disclaimer
of conclusion (opinion),

failure to provide management board’s statements on the truthful-
ness and accuracy of data included in the financial statements,
deficiencies in information drawn up on the basis of a statement of
the supervisory board on the selection of the audit firm to audit the
financial statements,

incomplete disclosures in reports on the activities with regard to:
selling markets, description of material risk factors and threats, as-
sessment of the management of financial resources, assessment of
the possibility of implementing investment plans, as well as shares
in affiliates held by members of the management and supervisory

bodies of the issuer.

5 Review of issuers’ inside information and enforcement actions

As of 31 December 2021, the require-
ment to publish inside information ap-
plied to 501 issuers whose securities
are admitted to trading on a regulated
market (national and foreign issuers of
shares, issuers of covered bonds, local
government units, issuers of invest-
ment certificates, and issuers of
bonds) and 463 issuers whose securi-
ties are admitted to an alternative
trading system (issuers of shares and
bonds).

As regards the issuers whose securi-
ties are admitted to an alternative
trading system, the direct supervision
of inside information, in accordance
with Article 68b(1) of the Act on public
offering, is carried out by the organis-
ers of an alternative trading system

14

(i.,e. Warsaw Stock Exchange and
BondSpot). To that end, the KNF Board
cooperates with those organisers and
intervenes when an ATS organiser has
difficulty in obtaining explanations
from issuers or identifies a material
breach of obligations concerning in-
side information.

Due to the ongoing COVID-19 pan-
demic, as part of the monitoring of in-
side information subject to publica-
tion, in 2021 attention was paid to the
immediate disclosure, by issuers, of all
material information on the impact of
the pandemic on their fundamental
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parameters, forecasts or financial po-
sition, as required by MAR®. While
there has been an improvement in the
quality of the provided reports, some
issuers still take a cavalier approach to
the scope of information presented in
reports with inside information. En-
forcement actions have revealed re-
ports which do not provide investors
with the knowledge necessary to fully
assess the relevance of the presented
information. Further attention should
also be paid to ensuring the timely

submission of inside information by is-
suers, which inside information is cre-
ated during processes spread over
time and when drawing up periodic
reports, and to making sure that only
information which meets the criteria
of inside information is submitted
through the Electronic Information
Transfer System (ESPI). In the further
part of the report (cf. Part 6.3), we
point to selected topics related to the
above areas.

In 2021, as part of the monitoring of issuers’ inside information, 33

recommendations were issued to stop infringements of information

disclosure obligations, due to:

—  presenting information in the reports which is insufficiently specific

and detailed for investors to assess the described events for their
impact on the company’s operations (failure to indicate the mo-
ment when inside information is created, e.g. date of the agree-
ment, lack of information which justifies the conclusion of the
agreement, lack of contract term, parties to the agreement or sub-
ject matter of the agreement, manner of and time limits for the
performance of obligations under the agreement, causes and ef-
fects of terminating the agreement, failure to indicate the legal ba-
sis of the decision to dismiss the request for declaration of bank-
ruptcy, lack of material assumptions in the restructuring plan),
providing information which does not meet the criteria of inside
information, e.g. publicly available information, operational and
sales estimates,

failure to submit inside information related to the issuer’s subsidi-
aries,

13 Regulation (EU) No 596/2014 of the Euro-
pean Parliament and of the Council of 16 April
2014 on market abuse (market abuse regula-
tion) and repealing Directive 2003/6/EC of the
European Parliament and of the Council and
Commission Directives 2003/124/EC,
2003/125/EC and 2004/72/EC.

15

14 The presented irregularities refer to specific
facts. Deficiencies in other reports, similar to
the ones presented here, will not always mean
that disclosure requirements have not been
met.
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— failure to notify the KNF Board of the fulfilment of the requirements
for a delay in the disclosure of inside information, or providing in-

complete information in the notification,

— improper information policy with regard to processes spread over

time (failure to properly identify subsequent pieces of inside infor-

mation, failure to update information on the results of subsequent

stages or on completion of projects),

— indicating in the reports an incorrect legal basis for the published

information.

The purpose of the enforcement ac-
tions taken in that respect was to en-
sure that inside information was made
public by issuers in a manner which al-
lows investors to access such infor-
mation quickly and make a full, proper

and timely assessment of such infor-
mation.

6 Selected reporting areas that require attention

6.1 Financial reporting

Following the 2021 review, this report
presents issues that require attention
while drawing up financial statements
for the financial year 2021 and subse-

guent reporting periods. This will in-
clude requirements covered by
ESMA’s most recent common enforce-

ment priorities.

ESMA’s European common enforcement priorities with regard to an-

nual financial reports for 2021 in the area of financial reporting point

to topics related to:

— impact of COVID-19,

—  matters related to climate risks,

— disclosures on expected credit losses recognised in accordance

with IFRS 9 Financial Instruments.
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In addition to topics directly related to
the application of the relevant ac-
counting standards, a particular issue

is the European Single Electronic For-
mat (ESEF).

6.1.1 Assessment of the occurrence of, and disclosure of, material uncertainties

(including those related to COVID-19) with regard to the ability to continue

as a going concern

The going concern basis determines
the rules under which the entity’s as-
sets and liabilities are measured in the
financial statements. When preparing
the annual and interim financial state-
ments, the entity’s management
should assess its ability to continue as
a going concern in a foreseeable fu-
ture (cf. paragraph 25 of IAS 1 Presen-
tation of Financial Statements), taking
into account the long-term effects of
COVID-19 pandemic. When perform-
ing such assessment, the entity’s man-
agement is required to consider a pe-
riod of at least 12 months from the
end of the reporting period?®®.

According to the standard, the finan-
cial statements are being prepared on
a going concern basis unless manage-
ment either intends to liquidate the
entity or to cease trading, or has no re-
alistic alternative but to do so. In order
to assess the validity of the going con-
cern basis, the entity’s manager has to
analyse events and circumstances
which occurred during the reporting
period, and take into account the
events after the reporting period.

In assessing whether the going con-
cern assumption is appropriate, the
management should consider factors

15 https://www.ifrs.org/con-
tent/dam/ifrs/news/2021/going-concern-

jan2021.pdf

relating to the entity’s current and ex-
pected profitability, debt repayment
schedules and potential sources of re-
placement financing (cf. paragraph 26
of IAS 1). The standard requires man-
agement to take into account all avail-
able information about the future.
Therefore, management should con-
sider a wider range of factors before it
can conclude whether preparing fi-
nancial statements on a going concern
basis is appropriate.

It should be borne in mind that in the
present circumstances — when many
issuers or entire market sectors have
been severely affected by COVID-19
pandemic, and the return to pre-
COVID levels of economic activity may
take longer than expected, the finan-
cial statements for 2021 should con-
tinue to include expanded disclosures
about the going concern basis.

Disclosures relating to the ability to
continue as a going concern are re-
quired in particular when the manage-
ment is aware of material sources of
uncertainties or when there are signif-
icant doubts as to the entity’s ability to
continue as a going concern.

Information subject to disclosure then
includes: type and impact of those
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uncertainties (cf. paragraph 25 of IAS
1) and judgements that management
has made (with regard to the entity’s
ability to continue as a going concern
and the existence of a significant un-
certainty — cf. paragraph 122 of IAS 1).
Example factors/events which are
subject to disclosure under paragraph
25 of IAS 1 are uncertainties with re-
gard to concluding contracts for new
projects, achieving worse results than
those assumed in financial plans and
projections, including failure to
achieve the assumed sales levels and
margins.

It is worth mentioning that if after
considering all material information,
the entity’s manager concludes that
there are no material uncertainties,
and that assessment involves material
judgements — then the entity should
disclose exactly those judgements
and assumptions based on which the
entity’s manager came to that conclu-
sion.

In order to help the users of financial
statements understand the issues re-
lated with the entity’s liquidity, profit-
ability and solvency (cf. paragraphs
39, 31-35 and B10A-B11F of IFRS 7 Fi-
nancial Instruments: Disclosures), is-
suers should disclose, depending on
facts and circumstances, information
on the manner of managing liquidity
risk, and maturity analysis of financial
liabilities, taking into account the rele-
vant timeframes.

Important information in that regard
includes information on the use of al-
ternative funding sources such as ne-
gotiating extended payment terms
with suppliers, taking out new loans,
extending existing loans or renegotiat-
ing the terms of debt instruments or

loans, derogation from applicable cov-
enants, or concluding agreements
with financial institutions, e.g. as part
of supply chain finance and reverse
factoring. In addition, such qualitative
and quantitative information should
be transparent and issuer-specific and
should relate to events which concern
a given entity and the business it car-
ries on.

It is important that issuers also dis-
close sufficient information about
sources of estimation uncertainty that
have a significant risk of causing a ma-
terial adjustment to the carrying
amounts of assets and liabilities within
the next financial year (cf. paragraph
125 of IAS 1); the sensitivity of carry-
ing amounts to the methods, assump-
tions and estimates underlying their
calculation (cf. paragraph 129 of IAS
1), and the explanations how COVID-
19 has affected those significant
judgements and the level of estima-
tion uncertainty, and how that has af-
fected, in turn, various items of the fi-
nancial statements. Such disclosures
should be included in the general (usu-
ally initial) part of notes, and in notes
regarding particular positions with re-
spect to which future estimates may
change. It is of key importance that
the reader of the financial statements
is able to easily find that information,
which is facilitated by linking the rele-
vant notes through cross-references.

The information included in the areas
related to going concern should be
consistent with other areas of the
statements, i.e. liquidity risk, impair-
ment of non-financial assets, events
after the reporting period, and infor-
mation included in other parts of the
financial report.
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6.1.2 Situation in Ukraine

It should be borne in mind that the sit-
uation in Ukraine may affect the items
presented in the financial statements
at the balance sheet date (cf. para-
graph 8 of IAS 10 Events after the Re-
porting Period) or have an impact on
recognition and measurement of
items after the balance sheet date. In
both cases, entities should:

— assess the impact of the
above situation on the going

concern assumption (para-
graphs 14-16 of 1AS 10),

— disclose information on the
effects of the above situation
for the financial statements
(paragraphs 19-22 of IAS 10),

— consider the need to provide
additional disclosures in the
financial statements (cf. para-
graph 17(c) of IAS 1).

6.1.3 Climate risks in the financial statements

It should be borne in mind that when
preparing IFRS financial statements,
issuers should assess the climate im-
pact and climate risk on their opera-
tions and financial results, and make
appropriate disclosures on climate-re-
lated matters in their financial state-
ments (cf. paragraph 112(c) of IAS 1).

Issuers in sectors which are most af-
fected by the impact of climate
change should consider disclosing:
material judgements (cf. paragraph
122 of IAS 1) and estimation uncer-
tainties (cf. paragraphs 125-133 of

IAS 1), in particular with regard to the

impact of climate change on:

— non-current assets (e.g. useful life
of non-current assets, their recov-
erable amount, assessment

whether there are indications that

non-financial assets may be im-

paired, taking climate risk into ac-

count in recoverable amount esti-
mates, extension of disclosures

with regard to sensitivity analysis),

— provisions and contingent liabili-
ties (e.g. with regard to contingent
liabilities related to any court pro-
ceedings, regulatory requirements
which require the removal of dam-
age done to natural environment,
additional charges or penalties re-
sulting from environmental protec-
tion regulations, agreements

which may give rise to burdens, or

restructuring aimed at achieving

climate goals).

Issuers should also ensure transpar-
ency of submitted information on
their accounting policy with regard to
CO,; and greenhouse gas emissions
trading system, and information on
how those systems affect their finan-
cial results and financial standing.

Issuers should also ensure consistency

between financial and non-financial
reporting.

19

URZAD

KOMISJI
NADZORU

FINANSOWEGO

Consistency of

disclosures in fi-
nancial and non-
financial reports



6.1.4 Credit risk in the measurement of receivables of entities other than finan-

cial institutions

A significant majority of issuers of se-
curities listed on the regulated market
has trade receivables, which are rec-
ognised and presented as trade re-
ceivables in the statement of financial
position (balance sheet).

In addition, particularly non-consoli-
dated, standalone financial state-
ments include receivables resulting
from outstanding balances with sub-

sidiaries or other affiliates. Such in-
struments are subject to the require-
ments of IFRS 9 Financial Instruments
with regard to measurement and are
measured at amortised cost. The re-
guirements of IFRS 9 also apply to the
measurement and recognition of loss
allowances for expected credit losses.
This is a topic which also concerns en-
tities which are non-financial institu-
tions, but are also exposed to credit
risk.

Debt financial instruments do not have zero credit risk.

Credit risk is intrinsically connected
with debt financial instruments, in-
cluding common trade receivables
and loan receivables. In the case of
every debtor there is a probability —
however low — of default.

Such risk is also present in outstanding
balances between members of the
same group. Even if the issuer controls
its debtor (i.e. is its parent company),
it is unable to eliminate the risk of low
liquidity or insolvency of its counter-
party, which may stem mostly from
factors which are external to the

group.

Credit losses result not only from a to-
tal failure to repay the debt, but also
from a partial failure to repay, or from
postponing the repayment. IFRS 9 re-
quires measuring expected credit
losses even if the risk of default is low

20

(cf. paragraph 5.5.18 of IFRS 9). As a
result of analysis and estimations
made in accordance with the require-
ments of Part 5.5 of IFRS 9, it is possi-
ble that the estimated expected credit
losses will be low.

However, in order to be able to deter-
mine the loss allowances and eventu-
ally assess their materiality it is neces-
sary to estimate credit losses relating
to given financial assets. On the
grounds of IFRS 9 there is hardly any
basis to determine ‘upfront’ that there
is no need to recognise loss allow-
ances. Such regular estimations at the
end of each reporting period are also
necessary to be able to take into ac-
count the changing financial standing
of the debtors, economic situation
and projections (cf. paragraphs 5.5.4
and B5.5.52 of IFRS 9). A failure to
monitor the expected credit losses
may result in the non-recognition of
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the relevant loss allowances until the
debts become irrecoverable and
should be subject to a full write-off or
even derecognised (cf. paragraph
5.4.4 of IFRS 9). One of the goals of de-
veloping and implementing IFRS 9 re-
quirements regarding expected credit
losses was to eliminate such practices
of delaying the recognition of poor
quality financial assets in the financial
statements (recognising losses ‘too lit-
tle, too late’).

Entities which are not financial institu-
tions often take advantage of the
practical solution allowed under IFRS
9, namely a provision matrix (allow-
ance matrix, cf. paragraph B5.5.35 of
IFRS 9) relating to financial assets
measured at amortised cost. Some-
times there is an additional process

6.1.5 Fair value measurement

Fair value is an objective measure-
ment and not entity-specific, and is es-
tablished using assumptions that
would be made by other market par-
ticipants when measuring an asset or
liability, including assumptions re-
garding risk.

Measuring fair value may be a serious
challenge for preparers of financial
statements, especially as it involves
judgement and estimations — if there
are no listed prices regarding a given
asset. Fair value is determined by the
approach of market participants, so
preparers of financial statements have
to monitor whether the measurement
models and assumptions used for fi-
nancial reporting correspond to the
assumptions of market participants
(cf. paragraph 11 of IFRS 13 Fair Value
Measurement).
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for individual setting of allowances for
some of the receivables.

Disclosure requirements in IFRS 7 Fi-
nancial Instruments: Disclosures (cf.
paragraph 35A-36 of IFRS 7) should
be fulfilled with regard to both assets
measured on a collective basis (ac-
cording to the provision matrix) as
well as assets measured individually —
in a manner that will enable the users
of financial statements to become fa-
miliar with the approach applied by
the issuer. It is also advisable to dis-
close the criteria for selecting assets
for individual assessment in terms of
credit losses, and to provide infor-
mation on the manner of measuring
allowances on to those assets (cf. par-
agraphs 35F(e) and 35G of IFRS 7).

In some circumstances, when there is
no listed price on the active market for
a financial instrument held by an en-
tity, the reporting entity establishes
fair value by applying the parameters
of another financial instrument (or as-
set) being subject to trading on the or-
ganised market.

However, in such cases it is necessary
to analyse any qualitative differences
between the instrument being meas-
ured and the instrument selected by
the entity as the reference instru-
ment, and to take account of those
differences by adjusting inputs used
for establishing fair value.

In the case of an asset, example fac-
tors which require adjustment in or-
der to reflect differences between the
reference instrument and the instru-
ment being measured include:
— having a third party guarantee in
the case of a reference instrument,
— introducing the reference instru-
ment to a regulated market.
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The entity performing the measure-
ment assumes that market partici-
pants have a good understanding of
the rights and obligations related to
the asset or liability being measured,
based on information which would be
available to them. It is thus assumed
that a market participant would use all
the necessary adjustments, in particu-
lar those which take into account dif-
ferent risks: market risk, credit risk
(failure to repay an instrument), li-
quidity risk and volatility risk (cf. para-
graphs 88-89, paragraph B14(a)—(b)
of IFRS 13). In each case, the nature
and amount of adjustments will de-
pend on the facts and circumstances
as of the measurement date. The en-
tity must consider all available infor-
mation and apply judgement in order
to establish if any adjustments are
necessary in order to reflect differ-
ences between the features of instru-
ments which are the sources of inputs
and the instruments being measured
(cf. paragraph B13 of IFRS 13).

If the fair value of assets being meas-
ured is established with the use of the
income technique, based on dis-
counted cash flows and in accordance
with the adopted technique, one set
of planned cash flows is assumed, i.e.
one scenario — any risks and uncer-
tainties should be taken into account
in the discount rate adjustment (cf.
paragraph B18 of IFRS 13). As a result
of using the above technique, the dif-
ferentiating elements identified by
the reporting entity should be appro-
priately taken into account in adjust-
ments of the discount rate used for es-
tablishing the fair value of the instru-
ment being measured, so that it re-
flects the characteristics and risks of
the assets being measured.
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Investment properties

The fair value of investment proper-
ties is not estimated based on inputs
from the active market. The require-
ments of paragraph 40 of IAS 40 In-
vestment Properties cover certain de-
tailed aspects related to establishing
the fair value of investment proper-
ties. If properties are being leased in
whole or in part, the entity’s manager,
when establishing fair values at the
end of the reporting period, should
ensure that the value reflects, among
others, the terms of actual lease
agreements. Terms which should be
reflected in the relevant forecasts of
the amount and period of cash flows
generated by the property include:

— rental area occupied by a given
tenant, number of leased places,
e.g. parking places,

— rental rate,

— rental agreement start and end
date,

— other characteristic contract
terms, e.g. any incentives for ten-
ants in the form of covering the
costs of fit-out and arranging the
area according to individual
needs and expectations of a par-
ticular tenant.

This data should be sourced from cur-
rent agreements, which means that if
terms have changed, e.g. rents have
been cut or rental period has been ex-
tended, such events should be re-
flected in the cash flow projection.

It is important that the entities which
hold investment properties measure
those properties at the end of each
reporting period. Measurements
made in previous reporting periods
may significantly differ from the prop-
erty value in the current period.

If the measurement of investment
properties is based on documents of
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the issuer’s adviser (appraiser), the is-
suer should assess such measurement
for compliance with: regulations appli-
cable to the issuer’s reporting, the
goal of measurement, consistency of
the adopted assumptions, facts, and
the current knowledge of the issuer
(e.g. in the area of signed contracts
and the expected speed of commer-
cialisation).

The entity’s manager should under-
stand how the measurement has been
made by the adviser, i.e. what inputs,
sources and assumptions have been
used to estimate fair value. If proper-

6.1.6 Impairment losses for CGUs

Estimating the recoverable amount of
non-current assets, including good-
will, is an important topic in each re-
porting period. It should be given par-
ticular attention due to the impact of
COVID-19, but also due to actions
taken by public institutions and gov-
ernments to mitigate climate risks —
also as part of international agree-
ments. Attention should be paid to the
correctness of conducting impairment
tests at the level of cash-generating
units (CGU) or groups of CGUs under
IAS 36 Impairment of Assets.

Conducting such tests at the level of
CGU or groups of CGUs is necessary
when a given asset does not generate
cash flows on its own (cf. paragraph
22 of IAS 36). In order to be able to
correctly recognise any impairment
loss related to a given asset, it should
be assigned to a CGU, e.g. a subsidiary,
enterprise or its organised part (pro-
duction facility, mining facility, retail
outlet).
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ties measured at fair value form a sig-
nificant portion of the issuer’s assets,
it is advisable to implement appropri-
ate internal control procedures in or-
der to check if the information re-
ceived from the adviser and used by
the management in the process of
measurement is appropriate and reli-
able.

It should be borne in mind that in the
case of hiring an adviser/expert for
the purpose of establishing fair value
of assets/liabilities, the entity’s man-
ager is still responsible for performing
accounting obligations (including pre-
paring the financial statements).

It can be expected that the CGU’s busi-
ness needs the use of assets outside
of the scope of IAS 36 (cf. paragraph 2
of IAS 36) and that there may be liabil-
ities which are closely connected with
a given unit (cf. paragraphs 76(b) and
78 of IAS 36). Those items are also al-
located to and included in the carrying
amount of CGU, which may be a kind
of a ‘net asset value’ of a CGU, i.e. as-
set value minus liabilities allocated to
the unit.

Such a ‘net asset value’ of a CGU is
compared with the estimated recover-
able amount of a CGU (cf. first sen-
tence of paragraph 104 of IAS 36),
which may be, e.g., the value in use —
and if the recoverable amount is
lower, the difference constitutes an
impairment loss that should be recog-
nised in the financial statement.

After determining the impairment
loss, the CGU ceases to be considered
as a whole, and the amount of the im-
pairment loss is allocated to particular
assets (cf. paragraphs 104 and 105 of
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IAS 36). If the recoverable amount of
CGU is very low, the value of assets
subject to IAS 36 may be written down
in a significant part or entirely.

It should be borne in mind that despite
the existence of common expressions
such as ‘impairment losses for CGUS’,
impairment losses apply to particular
assets and not the CGU as a whole. A
CGU referred to in IAS 36 is only a
practical, technical solution to the
problem of determining the impair-
ment losses for assets which do not
lend themselves to easy fair value
measurement, and which themselves
are not a source of cash inflows for
their holder.

In addition, it is necessary to make dis-
closures required in IAS 36 in relation
to CGUs to which goodwill or an intan-
gible asset with an indefinite useful
life is allocated (cf. paragraphs 134
and 135 of IAS 36). For certain issuers,

6.1.7 European Single Electronic Format —

Under the amended Transparency Di-
rective® and national regulations?’, is-
suers whose securities are admitted to
trading on a regulated market could
elect to prepare their annual reports
and consolidated annual reports for
2020 in ESEF'8, i.e. in accordance with

16 Directive 2004/109/EC of the European Par-
liament and of the Council of 15 December
2004 on the harmonisation of transparency re-
quirements in relation to information about is-
suers whose securities are admitted to trading
on a regulated market and amending Directive
2001/34/EC.

17 Act of 25 February 2021 amending the Bank-
ing Law and certain other laws (Journal of Laws
2021, item 680).
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goodwill in fact results from many
combinations with other entities and
is allocated to CGUs operating in dif-
ferent sectors and on a wide geo-
graphical area. In such case, disclosing
information in a very aggregated form
may make it significantly more diffi-
cult for the reader to get acquainted
with the specifics of business in a
given sector or region. It is then neces-
sary to make disclosures by groups
with similar characteristics or assump-
tions adopted for the purpose of im-
pairment tests (cf. paragraph 135 of
IAS 36). Information about assump-
tions thus becomes concrete and spe-
cific for a given group of CGUs. In par-
ticular, when disclosing figures in
ranges (value brackets), such dis-
aggregation of information into
groups of similar CGUs narrows the
bracket corresponding to a given
group, and thus makes it more under-
standable for the reader.

ESEF

the requirements of regulatory tech-
nical standards (RTS)*°.

In order to prepare issuers to use that
possibility, in January/February 2021
the UKNF conducted tests of ESEF re-
porting, addressed to all interested is-
suers. As a result, ESEF reports for the
financial year 2020 were submitted by

18 European Single Electronic Format.

19 Commission Delegated Regulation (EU)
2018/815 of 17 December 2018 supplementing
Directive 2004/109/EC of the European Parlia-
ment and of the Council with regard to regula-
tory technical standards on the specification of
a single electronic reporting format (hereinaf-
ter: RTS on ESEF).
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152 issuers, including 128 issuers
which prepare not only annual reports
but also consolidated annual reports.

Under RTS requirements, ESEF annual
reports and consolidated annual re-
ports must be prepared in the XHTML
format. In addition, RTS requires that
the primary financial statements of
the consolidated financial state-
ments?’, submitted as part of consoli-
dated annual reports, be marked up
(tagged) in accordance with the ESEF

taxonomy.

Starting from annual consolidated fi-
nancial statements for the financial
years beginning on or after 1 January
2022, it will also be mandatory to tag
notes to the consolidated financial
statements using the ‘block tagging’
standard.

Main observations collected during
tests and during the analysis of ESEF
reports for 2020 indicate several most
problematic aspects related to the ap-
plication of the new format.

One of frequent mistakes made by is-
suers consisted in applying wrong sign
to tagged values (negative value in-
stead of positive or vice versa). It
should be borne in mind that taxon-
omy elements provided for particular
asset items in the statement of finan-
cial position (balance sheet), cost
items in the statement of profit or loss
and other comprehensive income
(profit and loss account) and cash in-
flow items in the cash flow statement
are assigned a debit balance attribute.

At the same time, taxonomy elements

20 A statement of financial position (balance
sheet), a statement of profit or loss and other
comprehensive income (income statement,
profit and loss account), a statement of cash
flows, a statement of changes in equity.
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provided for items under liabilities
and equity, revenue and cash outflows
have a credit balance. Therefore,
when selecting the appropriate sign,
the issuer should take into account
the natural balance attribute (debit or
credit), held by a given taxonomy ele-
ment.

In addition, in many cases inconsisten-
cies were revealed with regard to the
calculation layer, i.e. values in the fi-
nancial statements did not corre-
spond to the calculation defined in the
taxonomy. Such inconsistencies may
point to, among others, errors in the
values of particular items, or tagging
errors. Such errors must each time be
analysed by the issuer for the need to
submit any correction of the annual
report, which is necessary if the errors
are material.

Another frequent irregularity was a re-
port package error, which usually pre-
vents report uploading and its auto-
matic validation. In order to avoid this
type of errors, one should maintain an
appropriate file structure within the
reporting package, which has been
specified in Annex Il to RTS and Guid-
ance 2.6.1 of the ESEF Reporting Man-
ual®.

In addition, we point out that imple-
menting the ESEF reporting format in-
volves the need to identify the tags
within the ESEF taxonomy which are
necessary to tag particular items of
the basic parts of the consolidated fi-
nancial statements, so that issuers
avoid the unnecessary creation of

21 https://www.knf.gov.pl/knf/pl/kompo-
nenty/img/Reporting manual 2021 aktual-
izacia 27-07-2021.pdf

UKNF |

URZAD
KOMISJI
NADZORU
FINANSOWEGO


https://www.knf.gov.pl/knf/pl/komponenty/img/Reporting_manual_2021_aktualizacja_27-07-2021.pdf
https://www.knf.gov.pl/knf/pl/komponenty/img/Reporting_manual_2021_aktualizacja_27-07-2021.pdf
https://www.knf.gov.pl/knf/pl/komponenty/img/Reporting_manual_2021_aktualizacja_27-07-2021.pdf

their own taxonomy extensions when
equivalents of those elements already
exist in the basic taxonomy.

It should be borne in mind that in all
annual reports and consolidated an-
nual reports for 2021, using ESEF is
mandatory. For many issuers, it will be

22 https://www.knf.gov.pl/dla_rynku/ESEF/ko
munikaty
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their first experience with the new for-
mat. That is why we invite issuers to
take part in ESEF reporting tests. Infor-
mation on the tests is available in the
‘News’ section at www.knf.gov.pl and
in the form of communications in the
ESEF section?2.
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6.2 Non-financial reporting

ESMA’s European common enforcement priorities for 2021 annual fi-

nancial reports in the area of non-financial reporting point in particular

to topics related to:

— impact of COVID-19,

— disclosures and policies related to the impact of the issuer’s oper-
ations on climate change and vice versa,

— disclosures under Article 8 of the Taxonomy Regulation,

— disclosures which include APMs.

As part of its enforcement priorities
for 2021 annual financial reports?,
ESMA points to the continued rele-
vance of COVID-19 and its impact on
issuers’ business activity, and the fact
that it may impair their ability to meet
any pre-determined sustainability-re-
lated goals in the short and medium
term.

Itis thus important that issuers submit
information about how the conse-
guences of the pandemic are affecting
their plans to meet any sustainability
targets and whether any new or ad-
justed goals have been set.

Issuers are encouraged to disclose in-
formation on the planned develop-
ment of their operations taking into
account the changing circumstances
caused by the pandemic, especially in
the context of expected structural
changes in the manner of conducting
business (e.g. changes in supply chains
and distribution channels) and

changes in the arrangements on the

23 https://www.esma.europa.eu/sites/de-
fault/files/library/esma32-63-1186_pub-
lic_statement_on_the_european_com-
mon_enforcement_priorities_2021.pdf

24 Directive of the European Parliament and of
the Council 2013/34/EU of 26 June 2013 on the
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working conditions for their employ-
ees.

Issuers should also disclose infor-
mation on each potential material im-
pact of the pandemic on their existing
non-financial key performance indica-
tors and on any new non-financial key
performance indicators which have
been developed in order to reflect the
long-term effects of the pandemic.

Climate-related matters are another
area which requires appropriate dis-
closures when preparing non-financial
information for 2021. ESMA reminds
issuers of the obligation laid down in
Articles 19a and 29a of the Accounting
Directive?®, i.e. the obligation to sub-
mit information on policies pursued
by issuers in relation to non-financial
areas and the outcomes of those poli-
cies.

With regard to the manner of meeting
these obligations, issuers should bear
in mind the European Commission’s

annual financial statements, consolidated fi-
nancial statements and related reports of cer-
tain types of undertakings, amending Directive
2006/43/EC of the European Parliament and of
the Council and repealing Council Directives
78/660/EEC and 83/349/EEC.
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Guidelines on reporting climate-re-
lated information, which, though not
binding, correspond to the disclosure
rules adopted by the Task Force on Cli-
mate-Related Financial Disclosures
(TCFD).

Having regard to supervisory experi-
ence with non-financial reports sub-
mitted for previous reporting periods,
it was noted that in several instances
the issuers did not disclose infor-
mation specific to climate change and
have only generically referred to poli-
cies addressing environmental issues,
often omitting to provide explana-
tions for any such omissions.

A good practice could be to disclose
the reasons to conclude why the dis-
closures on climate-related matters
were not provided. It is also important
to disclose which policies, if any, issu-
ers have put in place to address cli-
mate change, both in terms of any
identified risks and opportunities that
climate-related matters may give rise
to for the undertakings’ activities as
well as on the impact (positive or neg-
ative) that the undertaking’s actions
may have on such matters. Disclosure
of such policies should include refer-
ence to the most significant transi-
tional risks and physical risks that issu-
ers have identified having a current or
future expected material impact on
their business model and activities
and disclose how those risks are man-
aged and which climate change miti-
gation or adaptation actions are put in
place to address those risks.

ESMA recommends that issuers pro-
vide transparency of the process lead-
ing to the identification of such risks
and on the outcomes of their climate-
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related policies also by providing spe-
cific indicators and ex-plaining how
the entity’s performance on such indi-
cators is consistent with any pre-de-
fined targets. Issuers should also dis-
close the progress made towards
achieving any such targets.

For example, ESMA reminds issuers
that disclosures on their greenhouse
gas (GHG) emissions are most useful
when they are provided by means of
an appropriate segmentation (i.e. by
country/region of operations or busi-
ness segment) and when they are con-
textualised within specific pre-defined
targets. ESMA recommends that this
information is contextualised in the
undertaking’s broader strategic orien-
tation and the related implementation
plans which should indicate the ex-
pected progress to meet any pre-de-
fined targets.

ESMA notes that an issuer’s strategy,
plans, targets and current perfor-
mance in relation to climate-related
matters should be taken into account
both in terms of non-financial disclo-
sures as well as financial information.
ESMA emphasises the importance of
providing the necessary information
in the non-financial statements to en-
able users to understand the financial
consequences of the issues arising
from climate-related matters. In this
context, ESMA highlights the im-
portance of ensuring consistency and
connectivity between the information
provided within the non-financial
statements in relation to climate-re-
lated matters with the information
provided in the financial statements,
including the judgements made and
estimates which should duly consider
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any financial implications of climate-
related matters.

According to ESMA, the third enforce-
ment priority for 2021 non-financial
reporting are disclosure obligations
set out in Article 8 of the Taxonomy
Regulation? in relation to the taxon-
omy alignment of the economic activ-
ities which they undertake?. ESMA
emphasises the importance of issuers’
preparedness to discharge such obli-
gations resulting from a legislative
package?’, acknowledging that the as-
sessment of taxonomy eligibility and
alignment is likely to require progres-
sive adjustments. In particular, ESMA
notes that the classification regime
envisaged by the Taxonomy Regula-
tion for the classification of economic
activities as environmentally sustaina-
ble envisages six environmental objec-
tives.

Although according to the final ver-
sion of the Commission’s Disclosures

25 Regulation (EU) 2020/852 of the European
Parliament and of the Council of 18 June 2020
on the establishment of a framework to facili-
tate sustainable investment, and amending
Regulation (EU) 2019/2088.

26 Economic activity meeting the conditions
specified in Article 3 of the Taxonomy Regula-
tion;

27- Taxonomy Regulation;

- Commission Delegated Regulation (EU)
2021/2178 of 6 July 2021 supplementing the
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Delegated Act under Article 8, the first
application of such disclosure require-
ments is subject to simplified report-
ing rules set out for the transition pe-
riod, issuers are encouraged to use
that additional time for adjusting their
internal reporting systems to those re-
quirements. It should be borne in
mind that the assessment of the de-
gree of compliance of the issuer’s eco-
nomic activity with the taxonomy cri-
teria may require issuers to collect
data which are not immediately avail-
able for them. It is thus necessary to
take preparatory activities to ensure
the timely and correct application of
the necessary requirements.

Having regard to the future legal
changes related to delegated acts, the
UKNF will continue to monitor compli-
ance with disclosure requirements
specified in Article 8 of the Taxonomy
Regulation.

Taxonomy Regulation by specifying the con-
tent and presentation of information to be dis-
closed by undertakings concerning environ-
mentally sustainable economic activities;

- Commission Delegated Regulation (EU)
2021/2139 of 4 June 2021 supplementing the
Taxonomy Regulation by establishing the crite-
ria for determining the conditions under which
an economic activity qualifies as contributing
substantially to climate change mitigation.
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6.3 Inside information

Based on the analyses of inside infor-
mation submitted by issuers in 2021,
we present the topics which require
particular attention in 2022.

When preparing periodic reports for
2022, it is important that issuers as-
sess the information being created for
meeting the criteria of inside infor-
mation. If during the above analyses
an issuer identifies inside information,
the issuer should immediately make it
public, without waiting for the publi-
cation of a relevant periodic report.
For example, the need to identify and
publish inside information may arise
when issuers recognise impairment
losses and/or provisions.

In particular, issuers should pay atten-
tion to the information on estimated
financial results of the issuer or its
group, which information is created
when preparing periodic reports.
Upon obtaining preliminary infor-
mation on financial results, the issuer
should assess that information for
meeting the criteria of inside infor-
mation referred to in Article 7 of MAR.
When making the above assessment,
the issuer should take into account in
particular the existing information
policy and the information communi-
cated to the market earlier, not only
through ESPI but also through other
channels (e.g. in press releases or on
the issuer’s website). If a given piece
of information regarding estimated fi-
nancial results is considered as inside
information, it should be immediately
submitted by the issuer through ESPI.
If it is not considered as inside infor-
mation, it should be submitted via a
different communication channel, e.g.
by placing it on the issuer’s website

28 https://www.gpw.pl/pub/GPW/pdf/Uch_13
_1834_2021_DPSN2021.pdf
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(Rule 1.2 of Best Practice for GPW
Listed Companies®).

It should be borne in mind that inside
information may be created also at
further stages of a process which is
spread over time, which process is
aimed at, or results in, the occurrence
of particular circumstances or a partic-
ular event. Such processes spread
over time may include the process of
negotiations regarding an agreement
which is material for the issuer, or the
process of reviewing strategic options.

In the course of a process spread over
time, an issuer should carry out an ap-
propriate information policy, assess
information created in the course of
actions taken at particular stages of
that process, and if it identifies new in-
side information, it should immedi-
ately make it public. It should be borne
in mind that disinformation, i.e. gaps
in informing about material decisions
and circumstances related to a given
process, should be avoided. It is also
worth mentioning that information on
such events as breaking negotiations,
refraining from choosing an option, or
ceasing work on implementing a given
option, including the reasons for mak-
ing such decisions, should also be ana-
lysed in the context of the definition of
inside information.

In order to ensure compliance with
disclosure obligations resulting from
MAR, it is important that issuers as-
sess not only information created
within the company, but also in its en-
vironment, for meeting the criteria of
inside information. Such information
may concern, among others: changes
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in legal regulations, changes in inter-
est rates, situation in FX markets or in
commodity markets. In particular in
2022, issuers should monitor the im-
pact of the political and economic sit-
uation in Ukraine on the economic ac-
tivity of the issuer or its group, or on
the financial results in future periods,
and in the case of identification of in-
side information referred to in Article
7 of MAR, immediately submit a rele-
vant report.

It should be borne in mind that pursu-
ant to Article 17(1) of MAR, the issuer
shall ensure that the inside infor-
mation is made public in a manner
which enables fast access and com-
plete, correct and timely assessment
of the information by the public. If
market participants raise a number of
guestions in response to an issuer’s
report, it means that the report may
not have been correctly prepared in
editorial terms — maybe it failed to in-
clude sufficient explanation, and thus
was not sufficiently precise.

It should be borne in mind that inside
information should be formulated in
such a manner as to leave as little
room as possible for guesswork and
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speculation. A report with inside infor-
mation should be specific and detailed
enough to enable an investor to assess
the impact of the events being de-
scribed on the issuer’s operations. In
addition, the information submitted
by issuers in reports should form a
consistent whole and constitute a se-
ries of cause-and-effect events, and it
is only when it is submitted in such a
manner that we can expect them to
provide investors with relevant
knowledge and be properly used for
making investment decisions.

Some issuers submit through ESPI in-
side information which gives rise to
doubts whether it really meets the cri-
teria for inside information. The defi-
nition of inside information clearly in-
dicates what kind of information con-
stitutes inside information. It should
be noted that ESPI’s public channel is
not the issuer’s promotional platform
and may only be used for submitting
information which the issuer is re-
quired to publish under law. It should
also be borne in mind that under Arti-
cle 17(1) of MAR, the issuer must not
combine the disclosure of inside infor-
mation to the public with the market-
ing of its activities.
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7 Conclusion

The purpose of publication of issuers’
information is to provide stakeholders
with information that is useful in mak-
ing investment decisions.

Regulated information must reflect
the issuer’s specific situation and cir-
cumstances as accurately as possible
and include the most recent qualita-
tive and quantitative data available to
the entity. Up-to-date knowledge is
especially important when preparing
regulated information which is based
on estimates and forecasts. Dynami-
cally evolving circumstances related to
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the political and economic situation in
Ukraine, as well as other factors which
have its roots in political, legal or cli-
mate risks but which do not directly
result from an analysis of historical
data may have a significant impact on
forecasts and estimates. The recipi-
ents of regulated information should
receive data which take such factors
into account, and they should be able
to learn from the issuer’s reports
about the impact of those factors on
the presented data and its potential
future volatility.
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