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Purpose of the report

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

The report is prepared for users of regulated information, issuers and statutory au-
ditors, to contribute to the correct and consistent application of relevant reporting
requirements laid down in legislation. High-quality, complete and accurate infor-
mation is a crucial factor that drives the investors’ decision-making process and
builds investor confidence in the market and the listed securities. Improper perfor-
mance of information 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 Komisja Nadzoru Fi-
nansowego (KNF) include supervising
the fulfilment by the supervised enti-
ties referred to in Article 5 point 7 of
the Act on capital market supervision®
of the information disclosure obliga-
tions relating to their participation in
trading in the capital market, to the
extent specified in the legislation —in
accordance with Article 7(1) point 2 of
the said Act.

The supervision exercised by the KNF
in the area of information require-
ments covers financial statements (in
particular compliance with [FRSs?),
management or directors’ reports,
and non-financial information. The
KNF also exercises direct supervision

1 Act of 29 July 2005 on capital market supervi-
sion (consolidated text: Journal of Laws 2023,
item 188).

2 International Accounting Standards, Interna-
tional Financial Reporting Standards and re-
lated interpretations published as European
Commission Regulations.

4

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).

Parts two to five of this report provide
information on enforcement actions
undertaken by Urzagd Komisji Nadzoru
Finansowego (UKNF) in 2022 in rela-
tion to specific areas of supervision,
i.e. financial reporting, timeliness and
reports,
non-financial information, and inside

completeness of periodic

information.

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
KNF supervision is indicated in Part 5 of this re-
port.
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2 Review of financial statements and enforcement actions

Enforcement of financial reporting of
issuers whose securities are admitted
to trading on a regulated market other
than investment funds is based on a
review of selected financial state-
ments of the issuers for compliance

with the applicable financial reporting
regulations. Such enforcement uses
selection of issuers based on a combi-
nation of a risk-based approach, rota-
tion and/or random sampling.

In 2022, the selection for the purpose of the (full, focused or follow-

up) examination of compliance with the applicable financial reporting

regulations included, in particular, financial statements of issuers®:

with regard to which information had been obtained which gave

reasonable grounds for suspecting irregularities in the statements,

— for whom an auditor had issued an audit report containing a mod-

ified opinion or a review report containing a modified conclusion,

— for whom circumstances had occurred that may suggest a worsen-

ing of their financial position,

— with significant positions or significant changes in the value of

those positions in the financial statements,

— to whom recommendations had been issued,

— selected randomly.

4 This refers to security issuers other than closed-end investment funds, admitted to trading on a

regulated market.
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Table 1. Number of issuers whose financial statements were subject to a periodic

review in 2020-2022
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Number of regulated-market issuers
Year (Warsaw Stock Exchange’ and Bond-

Spot¢)* at year-end

Number of issuers whose financial

Share in the total number of regu-

statements

lated-market issuers

were subject to review*

2020 425 59 13.9%
2021 435 56 12.9%
2022 426 56 13.1%
* Excluding closed-end investment funds and issuers for whom the Republic of Poland is a host state.
Source: UKNF
An important criterion for the selec- as a going concern, particular atten-
tion of financial statement for the re- tion was paid to financial statements
view are, as in previous years, modifi- of issuers prepared on a going concern
cations of opinions on the audit or basis which indicated material uncer-
conclusions from the review of finan- tainties as to events or circumstances
cial statements, due to possible in- which may cast significant doubt upon
fringement of applicable accounting the entity’s ability to continue as a go-
standards. ing concern, as well as the financial
. . - statements made with the assumption
As modified opinions or modified con- _ . P
. . that the entity would not continue as
clusions were often related to the is- _
o .. . a going concern.
sue of the entity’s ability to continue going
Table 2. Number of issuers with a modified opinion in the audit report or a modified
conclusion in the review report for reporting periods from 2020 to the first half of
2022.
. . Year First half of Year First half of
Reporting period
2020 2021 2021 2022
Qualified opinions or conclusions 18 10 13 15
Disclaimers of opinion / report 6 7 10 11
Adverse opinions or conclusions 0 0 0 0
TOTAL 24 17 23 26
Number of issuers* 425 425%* 435 435**
Share of modified opinions/conclusions in the number
6% 4%** 5% 6%**

of issuers

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

**the data on the number of issuers is from the end of the previous year

Source: UKNF

5 Gietda Papieréw Wartosciowych w Warszawie S.A.

6 BondSpot S.A.
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Financial statements of issuers may be
subject to unlimited scope examina-
tion or focused examination. For issu-
ers reviewed only for compliance with

recommendations, a follow-up exami-
nation 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 items or parts of financial statements).

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

clusively for the necessary improvements, particularly when recommen-

dations were submitted to the issuer.

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

review in 2022, by type of examination

UKNF |

Type of examination Number of issuers % share
Unlimited scope examination 44 79
Focused examination 10 18
Follow-up examination 2 4
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 2022.

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

7 https://www.esma.europa.eu/sites/de-
fault/files/library/esma32-63-1224 26th ex-
tract of eecs decisions.pdf

7

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

8 https://www.esma.europa.eu/
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Figure 1. Areas of non-compliance in relation to which recommendations were is-
sued to issuers in 2022

Going concern, liquidity risk

e limited assessment of the going concern assumption despite a difficult financial situation
e improper disclosures on:
main events and conditions indicating a threat to the ability to continue as a going concern
description of the issuer’s actions
. the judgements based on which the going concern assumption was adopted
e anincomplete/not very specific maturity analysis for financial liabilities

e failure to include a description of the liquidity risk management method

Impairment of non-financial assets

e determining the recoverable amount without taking into account factors specific to the asset being
measured

e determining an impairment loss on fixed assets at 50% of the difference between the carrying amount
and the liquidation value

Fair value measurement

e incorrect identification of the unit of account of a single asset
e disregarding, in the measurement, observable input data derived from organised trading
e lack of back testing, lack of review of the value estimation model based on data available so far
e failure to disclose:
a description of measurement techniques and applicable input data
changes in measurement techniques and reasons of such changes
analysis of sensitivity of fair value measurement to changes in input data

Revenue and other issues under IFRS 15

e recognition of revenue based on conditions that occurred after the end of the reporting period
e presentation of assets as receivables despite the lack of unconditional enforceable right to consideration
e imprecise description of accounting principles (policy) regarding the time of revenue recognition

Measurement of financial instruments

e incorrect classification of financial assets

e measurement at amortised cost of investments in shares traded in an organised way in the NewConnect
market

e failure to estimate and recognise expected credit losses on financial assets

e failure to recognise a financial liability constituting an object of a put option

e failure to consider modification of the terms of a financial instrument when determining expected credit
losses

e failure to disclose relevant information on credit risk

o failure to disclose the effects of modification of the terms of a financial instrument

Assessment of the impact of the war on financial statements

e lack of estimation of the recoverable amount of shares held in subsidiaries located in the territory of
Ukraine and Russia

e lack of assessment of the impairment loss on the assets owned by subsidiaries located in the territory of
Russia and Ukraine

(0]
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Consolidation

¢ including information about the exemption from the requirement on company consolidation without
information on which entities the exemption applies to and without indicating the reasons of such ex-
emption

Selected aspects of presentation and disclosures

e overly aggregated disclosures on:
revenue
material assumptions, input data used in impairment tests of non-financial assets
material assumptions, input data used in the measurement of financial instruments
e inappropriate designation of items in financial statements
e failure to provide (in notes) comparative information in relation to the previous period
e failure to disclose information about dependence on main customers
e failure to disclose information about transactions with related parties
e failure to disclose information about ultimate entities
e lack of reconciliation of equity and total comprehensive income in relation to the first application of IAS
e inadequate disclosures on the impact of losing control of subsidiaries and deconsolidation

Other matters

e failure to make specific disclosures to support the recognition of deferred income tax assets
e inadequate disclosures on components of completed and incomplete development activities
e failure to include information relating to the sensitivity to lessee’s interest rate risk

e failure to provide information about the effects of outcomes of tax proceedings

e failure to disclose an updated estimation of financial effects of the adopted incentive scheme

Source: UKNF, based on an analysis

The important areas in which enforce-
ment actions were taken in 2022
were: going concern, accounting of fi-
nancial instruments, fair value meas-
urement, and presentation of finan-
cial statements.

Enforcement actions

During the reviews of financial state-
ments, if there is any doubt about the
correct application of the IFRS stand-
ards or suspected deviation from ap-
plication thereof, the issuer (manage-
ment board/supervisory board) or au-

9 Act of 29 July 2005 on public offering,
conditions governing the introduction of

Vo]

In previous year, the actions focused
on topics related to going concern and
liquidity risk, impairment of non-fi-
nancial assets, and measurement of fi-
nancial instruments.

dit firm are asked for clarification, pur-
suant to Article 68(1) and (2) of the
Act on public offering®.

Pursuant to Article 68(5) of the Act on
public offering, recommendations are
issued to anissuer to put an end to any
breach of information requirements.
The purpose of a recommendation is

financial instruments to organised trad-
ing, and public companies (consolidated
text: Journal of Laws 2022, item 2554).

Communication
with the issuer
and recommen-
dations



to enable the issuer to eliminate non-
compliance as soon as possible by
amending the relevant financial state-
ments, and to ensure that the users of

financial statements have access to
correct and complete information.
The implementation of recommenda-
tions is monitored.

In 2022, recommendations on financial reporting were issued to 27 issuers,

of which:

— 7 recommendations concerned recognition/measurement and resulted

in an amendment to the annual or interim financial statements,

— 9 recommendations concerned recognition/measurement and applied

to future annual or interim financial statements,

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

nual or interim financial statements.

The cases of non-compliance resulting in the issuance of recommendations

most often related to: presentation of financial statements and disclosures

(IAS 1, IAS 8), measurement and disclosures in relation to financial instru-
ments (IFRS 9, IFRS 7, IAS 32, IAS 39), fair value measurement and required
disclosures (IFRS 13), revenue from contract with customers and other mat-

ters under IFRS 15.

3 Review of non-financial information and enforcement actions

The public-interest entities (PIEs)™, in-
cluding issuers whose transferable se-
curities are admitted to trading on one
of the EEA regulated markets, that ex-
ceed over two consecutive financial
years the limit on an average number
of employees during the financial year
and at least one of the financial
thresholds indicated in Article 49b of
the Accounting Act!! must include, as
a separate part of their management
report, a non-financial statement or

10 p|Es’ should be understood as entities
referred to in Article 3(1e) points 1-6 of the
Accounting Act.

11 Accounting Act of 29 September 1994
(consolidated text: Journal of Laws 2021,
item 217, as amended).

12 Directive 2013/34/EU of the European
Parliament and of the Council of 26 June

10

prepare a separate non-financial re-
port. Appropriate reporting criteria
and requirements for PIEs being a par-
ent of a large group of companies are
laid down in Article 55 of the Account-
ing Act.

Starting from 2022, any undertaking
which is required to publish non-finan-
cial information pursuant to Article
19a or Article 29a of Directive
2013/34/EU* shall include in its non-

2013 on the annual financial statements,
consolidated financial statements and re-
lated reports of certain types of under-
takings, 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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financial statement or consolidated

non-financial statement, relevant

guantitative and qualitative infor-
mation as indicated in Article 8 of the
Taxonomy Regulation®?, i.e. taxon-

omy-related disclosures.

The reviews carried out in 2022 for a
selected sample of non-financial infor-
mation for 9 issuers covered the mat-
ters indicated in the ESMA Public
Statement on European common en-
forcement priorities for 2021, The
reviews verified, in particular,
whether the non-financial statements
or non-financial reports included dis-

closures:

— on the impact of the COVID-19
pandemic,

— on the policies related to the im-
pact of the issuer’s operations on
climate change and vice versa,

— required under Article 8 of the
Taxonomy Regulation.

Moreover, based on a selected sample
of issuers’ statements and declara-
tions focused examinations were per-
formed in relation to the consistency
of the disclosures made by issuers and
auditors about the method of per-
forming the obligation to prepare a

non-financial statement or a separate
report on non-financial information.
The results of the examination show
discrepancies between the opinions of
issuers and auditors on the existence
of the disclosure requirement for non-
financial information. Some issuers do
not provide information about the av-
erage number of full-time employees
(one of the criteria). In general, issuers
do not provide information on how
they calculated the employment num-
bers (issuers do not use a single
method). Nor do they indicate what
non-financial information is subject to
mandatory or voluntary reporting re-
quirements. The lack of such infor-
mation makes it difficult for financial
institutions to use the data from public
non-financial reports of issuers to cal-
culate their own taxonomy-related
disclosures. There were also cases
where auditors reported in audit re-
ports on financial statements that the
issuer had disclosed mandatory non-
financial information although in real-
ity the annual reports did not confirm
the existence of such reporting re-
guirement at entity level or group
level.

The disclosure requirements for non-financial information for 2021 ap-

plied to 138 issuers, including:

— 7issuersin relation to entity-level reports only,

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

13 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

11

Regulation (EU) 2019/2088 (and related dele-
gated acts, e.g. to Article 8 of the Taxonomy
Regulation).
14https://www.knf.gov.pl/knf/pl/kompo-
nenty/img/ESMA WPN 2021 PL 76294.pdf
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— 84 issuers in relation to both entity-level and group-level reports.

A total of 134 non-financial disclosures for 2021 were made public by

issuers, including:
— 57 statements,
— 77 separate reports.

Four issuers benefited from the ex-
emption from the obligation to make
non-financial statements/reports pur-
suant to Article 49b(11) or Article
55(2e) of the Accounting Act. Non-fi-
nancial information on those issuers
or their groups has been included in
non-financial statements or separate
non-financial reports of their ultimate
parent undertaking.

The non-financial statements/reports
for 2021 were prepared in accordance
with the following standards:

- GRI (Global Reporting Initiative) —
62 issuers,

- SIN (Non-financial Information
Standard) — 26 issuers,

- own standards — other issuers.

In 2022, the enforcement of non-financial reporting involved a verifi-

cation of a sample of reports published by an issuer whose securities

were admitted to trading on a regulated market. Recommendations

were addressed to 2 issuers due to identified irregularities consisting

in a failure to include in financial statements a description of material

risks associated with the entity’s business that affect or may affect en-

vironmental, social or corporate governance-related issues and in pub-

lishing a non-financial report in an inappropriate manner, i.e. publish-

ing a separate non-financial report only on a website, without enclos-

ing it to the annual report.

Taxonomy-related disclosures were
also reviewed, based on a sample of is-
suers. The issuers presented various
levels of quantitative and qualitative
information. The descriptive/contex-
tual information was often inadequate
to assess the quantitative indicators

12

defining whether the economic activi-
ties, turnover, capital expenditures
(CapEx) and operating expenditure
(OpEx) are Taxonomy Eligible. Few is-
suers had decided to voluntarily pub-
lish additional indicators, which were
not required in the transitional period
2022-2023.
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The following should be considered a good practice in the field of tax-
onomy-related disclosures (recommended by the supervisory author-

ity):

indicating which quantitative information (Taxonomy KPI) and
qualitative information (descriptions, contextual information)
are voluntary and which are mandatory,

providing a description of the methodology of the reviews or the
issuer’s approach to the identification of economic activities (as-
sets and processes) that are Taxonomy Eligible or Taxonomy
Aligned and to the allocation of activities to the numerator and
denominator of Taxonomy KPIs, including indication of the allo-
cation keys used,

presenting Taxonomy Eligible or Taxonomy Aligned economic ac-
tivities together with a NACE code for each economic activity and
by operating segments as disclosed in financial statements,
indicating the numerator/denominator of a Taxonomy KPI refer-
ence to the related line items of the notes to financial statements
and the reconciliations done,

disclosing each category of CapEx, being components of the

CapEx KPI.

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

periodic reports, and enforcement actions

As of 31 December 2022, the require-
ment to publish periodic reports pur-
suant to Article 56(1) point 2 of the Act
on public offering applied to 427 issu-
ers whose securities are admitted to
trading on a regulated market, other
than investment funds.

In addition, as of 31 December 2022,
301 issuers that were parents of
groups of companies were required to
publish consolidated periodic reports.

In total, in 2022, more than 2 thou-
sand periodic reports were published
by issuers.

13

In 2022, there were 43 identified cases
of issuers’ failure to publish periodic
reports, audit reports and review re-
ports in a timely manner, which indi-
cates an increase in such infringe-
ments as compared to the previous
year. The infringements concerned a
total of 22 issuers. Enforcement ac-
tions were undertaken in relation to
those entities. Issuers should pay par-
ticular attention to the publication of
complete periodic reports within the
time limits specified in the Regulation
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on current and periodic information?®
as periodic reports are a key source of
information for investors and make it

possible to assess the issuer’s eco-
nomic and financial standing, and
compare that information with the sit-
uation of other issuers.

The enforcement actions undertaken in 2022 with regard to the time-

liness of publication of the issuers’ periodic reports included:

— 14 cases of making a request to the Warsaw Stock Exchange to

suspend trading in securities pursuant to Article 20 of the Act on

trading in financial instruments'®, in connection with a failure to

publish periodic reports or a failure to include in the annual and

half-yearly reports, as appropriate, the auditor’s reports on the

audit or review of financial statements, including:
4 — lack of the report for 2021,
2 —lack of the auditor’s report on the audit of financial state-

ments for 2021,

3 —lack of report for the first half of 2022,

3 — lack of the auditor’s report on the review of financial
statements for the first half of 2022,

2 — lack of report for the third quarter of 2022,

— 29 cases of maintaining the suspension of trading in securi-

ties, in connection with a failure to publish periodic reports or

a failure to include in the annual and half-yearly reports, as

appropriate, the auditor’s report on the audit or review of fi-

nancial statements, including:

7 — lack of the report for 2021,

6 — lack of report for the first half of 2022,

7 —lack of report for the third quarter of 2022,
9 — lack of report for the first quarter of 2022,

— 14 recommendations were issued to issuers due to their failure

to publish periodic reports or the auditor’s report on the audit or

review of financial statements in a timely manner.

15 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 required
by legal regulations of a third country may be

14

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

16 Act of 29 July 2005 on trading in financial in-
struments (consolidated text: Journal of Laws
2022, item 1500, as amended).
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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

information required for each type of
periodic report, in accordance with
Chapter 4 ‘Periodic reports’ of that
Regulation.

As part of the enforcement actions undertaken in 2022 in relation to
the enforcement of completeness of issuers’ periodic reports, 25 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 enclose the issuer’s management or directors’ report,
or providing incomplete information in the report,

failure to provide the position of the management board or su-
pervisory board in relation to the auditor’s opinion (conclusion) in
the qualified audit report (review report), adverse opinion (con-
clusion) or disclaimer of opinion (conclusion),

failure to provide the management board’s statement on the
truthfulness and accuracy of data included in the financial state-
ments, or providing an incomplete statement,

publishing a periodic report in a wrong format or without the file
with signatures,

failure to enclose an opinion of the Regional Chamber of Audit to
the budget execution report (for issuers being local government
units).

5 Review of issuers’ inside information and enforcement actions

As of 31 December 2022, the require-
ment to publish inside information ap-
plied to 492 issuers whose securities
are admitted to trading on a regulated
market (national and foreign issuers of
shares, issuers of covered bonds, local

15

government units, issuers of invest-
ment certificates, and issuers of
bonds) and 456 issuers whose securi-
ties are admitted to an alternative
trading system (issuers of shares and
bonds).
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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 pub-
lic offering, is carried out by the or-
ganisers of an alternative trading sys-
tem (i.e. Warsaw Stock Exchange and
BondSpot). To that end, the KNF coop-
erates with those organisers and inter-
venes when an ATS organiser has diffi-
culty in obtaining explanations from
issuers or identifies a material breach
of obligations concerning inside infor-
mation.

On 13 June 2022, the UKNF published
a reminder that new ESMA’s MAR
Guidelines on delay in the disclosure of
inside information and interactions
with prudential supervision would ap-
ply as of 13 June 2022, outlining key
amendments to the previous version

of the document?’.

Following the outbreak of war in
Ukraine and its negative conse-
guences for businesses, as part of the
monitoring of inside information sub-
ject to publication, in 2022 attention

was paid to the immediate disclosure,

by issuers, of the impact of the politi-
cal and economic situation in Ukraine
on the issuer’s or their group’s activi-
ties or their financial performance
over the next periods, in accordance
with their obligations under the Regu-
lation on market abuse (MAR)*8. While
there has been good quality of the
provided reports, some issuers still
take a cavalier approach to the scope
of information presented in reports
with inside information. Enforcement
actions have revealed reports which
do not provide investors with the
knowledge necessary to fully assess
the relevance of the presented infor-
mation. Further attention should also
be paid to ensuring the timely submis-
sion, by issuers, of inside information
created during protracted processes
and to making sure that only infor-
mation which meets the criteria of in-
side information is published, pursu-
ant to Article 17(1) of MAR, 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 2022, as part of the enforcement of issuers’ inside information, 17

recommendations were made to stop infringements of information

disclosure obligations, including the following irregularities®:

17 https://www.knf.gov.pl/dla_rynku/Infor-
macje dla_podmiotow nadzoro-
wanych/mar/Wytyczne ESMA?arti-
cleld=49352&p id=18

18 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
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European Parliament and of the Council and
Commission Directives 2003/124/EC,
2003/125/EC and 2004/72/EC.

19 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 use due care when assessing whether new information
created in the company meets the definition of inside information
provided in Article 7(1) of MAR,

failure to prepare reports containing inside information so as to
enable market participants to assess the information in a precise
and unambiguous manner in terms of its impact on the com-
pany’s or group’s business and financial position,

presenting information in the reports which is insufficiently spe-
cific and detailed for investors to assess the described events for
their impact on the company’s operations (failure to indicate the
moment when inside information was created, failure to provide
information which justifies why the company had taken a certain
action),

presenting Alternative Performance Measures (APM) in reports
with inside information in a manner which is inconsistent with
ESMA’s guidelines,

providing, under Article 17(1) of MAR, information which fails to
meet the criteria of inside information,

failure to provide inside information immediately after becoming
aware of or identifying such 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 issuers’ attention

6.1 Financial reporting

Based on the conclusions from the
2022 review and revision of the
measures taken, here follow im-
portant matters that require attention
when preparing financial statements

for and after the financial year 2022.
They include the IFRS requirements
covered by ESMA’s most recent Euro-
pean common enforcement priori-
ties®.

20 https://www.knf.gov.pl/o nas/wspolpraca_miedzynarodowa/unia/ESNF/aktualnosci?arti-

cleld=80195&p id=18
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ESMA’s European common enforcement priorities are published in re-

lation to annual financial reports for 2022 and focus on topics related

to:

— climate risk and its impact on the application of certain IFRSs,

— the impact of Russia’s invasion of Ukraine,

— the effects of the current macro-economic environment.

Please note than most of the matters
addressed in the ESMA’s Public State-
ment:?* Implications of Russia’s inva-
sion of Ukraine on half-yearly financial

reports relates also to annual financial
statements.

6.1.1 Climate-related matters and their impact on financial reporting

Climate-related matters should be in-
cluded in financial statements to the
extent their effects are material for
them. It is important to include infor-
mation on how climate-related mat-
ters affect the business model, cash
flows, financial position and financial
performance (cf. paragraph 112(c) of
IAS 1 Presentation of Financial State-
ments), in particular in the case of is-
suers in sectors most affected by the
impact of climate change, such as fos-
sil fuel extraction and processing, en-
ergy and automotive industries. Use-
ful information includes specific, de-
tailed and precise disclosures in re-
gard to, e.g.:

- non-financial assets (paragraphs
125-133 of IAS 1, paragraph 134 of
IAS 36 Impairment of Assets, para-
graphs 73 and 76 of IAS 16 Prop-

2pyplic Statement: Implications of Russia’s in-
vasion of Ukraine on half-yearly financial re-
ports (ESMA32-63-1277), dated 13 May 2022,

erty, Plant and Equipment, para-
graphs 118 and 121 of IAS 38 In-
tangible Assets), including on:

assumptions and estimates
used to assess the impact of cli-
mate change, e.g. in the esti-
mates of future cash flows,
when testing an asset, including
prices of CO, and crude oil, nat-
ural gas, coal, used to forecast
costs,
the estimated useful life of as-
sets, in particular the assets
used in the exploration and pro-
duction of fossil fuels or the as-
sets used to make high-emitting
products,

— recoghnition of provisions related to
environmental remediation and re-
habilitation, particularly where the
term in which such rehabilitation
should be done is shorter or where
actions should be taken to restore

https://www.knf.gov.pl/o _nas/wspolpraca m
iedzynarodowa/unia/ESNF/aktualnosci?arti-
cleld=78201&p id=18
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the condition existing prior to the
business (cf. paragraphs 14-83 of
IAS 37 Provisions, Contingent Lia-
bilities and Contingent Assets), or
disclosures on contingent liabilities
in relation to possible court pro-
ceedings in the context of climate
(cf. paragraphs 85-86 of IAS 37),

- uncertainty:

related to any type of esti-
mates, e.g. projected estimates,
e.g. uncertainties reflected in
the scenario analysis, future
cash flow forecast, or discount
rates (cf. paragraphs 125-133
of IAS 1),

judgements and assumptions
(cf. paragraphs 122-124 of 1AS
1).

If an entity, particularly in a sector
highly exposed to climate risk, con-
cludes that climate-related matters
will not have a material impact on its
business or individual items of its fi-
nancial statements, then the entity
should disclose the assessments and
judgements that have led it to such
conclusion — preferably together with
the time horizon adopted for the as-
sessment (cf. paragraph 125 of IAS 1).

IAS 1 requires the disclosure of addi-
tional information, including on cli-
mate-related matters, which are not
expressly required under IFRSs and
they are not presented elsewhere in
the financial statements.

It is important that issuers ensure con-
sistency of climate-related infor-
mation included in financial state-
ments with information included in
non-financial reports.

6.1.2 Effects of Russia’s invasion of Ukraine

In the face of Russia’s invasion of
Ukraine, when preparing financial
statements for 2022, issuers should
monitor and assess the impact of the
war on their financial position, finan-
cial performance and cash flows and
consider that impact properly, includ-
ing with regard to:

— the assessment of the ability to
continue as a going concern (cf.
paragraphs 25-26 of IAS 1) and /i-
quidity risk (cf. paragraphs 39, 31—
35 and B10A-B11F of IFRS 7 Finan-
cial Instruments: Disclosures). The
war in Ukraine may significantly
disrupt business activities of issu-
ers having plants, investments or
debtors in regions affected by acts
of war. It is necessary to assess

whether the disruptions might
continue, causing also material
problems with liquidity.

Financial statements should in-
clude the following important in-
formation:

type and impact of identified
uncertainties as to the ability to
continue as a going concern (cf.
paragraph 25 of IAS 1),

the judgements made by man-
agement and the occurrence of
material uncertainty (cf. para-
graph 122 of IAS 1),
information on the manner of
managing liquidity risk and ma-
turity analysis of financial liabil-
ities (cf. paragraphs 39, 31-35
and B10A-B11F of IFRS 7),
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- impairment of non-financial assets
Changes such as: increase in costs,
disruptions of business caused by
difficulties in the provision of en-
ergy-producing raw materials, new
economic sanctions, restrictions
on business activities, disruptions
in supply chains, may cause impair-
ment of the assets held.

If there are any indications that an
asset may be impairment , they
should be considered during the
annual review of the useful life, the
applied depreciation method and
the estimated final value of the as-
set.

It is important, particularly for sec-
tors involving the trade of energy
and fuels and industrial processing,
to include information on e.g.:

the key assumptions used in im-
pairment tests (cf. paragraph
134(d) point (i) and (f) of IAS
36),

sources of estimation uncer-
tainty that have a significant
risk of resulting in material ad-
justments to the carrying
amounts within the next finan-
cial year (cf. paragraph 125 of
IAS 1);

significant judgements (para-
graph 122 of IAS 1),

the sensitivity of carrying
amounts to the methods, as-
sumptions and estimates un-
derlying their calculation (cf.
paragraph 129 of IAS 1).

- remeasurement of expected credit

losses, in particular for the purpose
of inclusion of forward-looking in-
formation (cf. paragraph B5.5.52
of IFRS 9 Financial Instruments);

The ongoing war may affect some
debtors’ ability to meet obliga-
tions, and the available historical
data will not be able to reflect a
sudden, unexpected deterioration
of their financial standing.

classification and presentation of
non-current assets and groups as
held-for-sale and discontinued op-
erations.

As regards some operations or
non-financial assets affected by
war, issuers may also decide to dis-
continue those operations or sale
(cf. IFRS 5 Non-current Assets Held
for Sale and Discontinued Opera-
tions).

6.1.3 Risks and effects of current macro-economic conditions

When preparing their financial state-
ments, issuers should: (1) assess the
impact of current macro-economic
trends and related uncertainties, in-
cluding the ability to continue as a go-
ing concern (cf. paragraphs 25-26 and
125 of IAs 1) and (2) reflect those is-
sues in financial reporting. This applies
in particular to the area of:

- non-financial assets

It is important that issuers, espe-
cially those engaging in a business
highly exposed to price volatility in
energy/fuel industries, include
clear and detailed disclosures on
how the variability of such macro-
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economic data has been consid-
eredine.g.:

the key assumptions used in im-

pairment tests, for example in
cash flows,
growth rates or WACC?? (cf. par-
agraph 134(d)(i), (f) of IAS 36,
paragraph 17(c) of IAS 1),
sensitivity analysis (cf. para-
graph 134(f) of IAS 36, para-
graph 129 of IAS 1).

future revenue

financial instruments — material in-
formation includes disclosures on
the impact of macro-economic
changes on:
change in issuers’ exposure to
risks: interest rate risk, market
risk, liquidity risk, and sensitiv-
ity analysis of those risks, with a
description of methodologies
applied, input data, assump-
tions and changes in relation to
the previous period (cf. para-
graphs 31-42 and B11B of IFRS
7),
change in credit risk when
expected
losses (cf. paragraph 35B of
IFRS 7).

measuring credit

Another important issue is proper
assessment in terms of reclassifica-
tion of financial assets following a
change in the business model (cf.
paragraph B4.4.1. of IFRS 9). Such
reclassification should be very in-
frequent and subject to fulfilment
of the requirements under para-
graph B4.4.1 of IFRS 9.

22 weighted average cost of capital

Changes in intention related to
particular financial assets do not
result in reclassification of instru-
ments (cf. paragraph B4.4.3(a) of
IFRS 9).

revenue from contracts with cus-

tomers — with regard to, inter alia:
recoverability of costs incurred,
e.g. additional costs of energy,
growing prices of raw materials,
salaries (cf. paragraph 95(c) of
IFRS 15 Revenue from Contracts
with Customers),
a change in the estimated varia-
ble consideration (cf. para-
graphs 85-86 of IFRS 15) or
transaction price (cf. para-
graphs 87-90 of IFRS 15) — e.g.
in some cases due to inflation, it
may be necessary to allocate
the amount of the increase in
the estimated transaction price
to all performance obligations
under a contract.

— onerous contracts — the inability to

raise prices under existing con-
tracts may result in a loss or a de-
crease in expected return on those
transactions. Issuers should ana-
lyse potential accounting effects of
a decrease in return on those con-
tracts, e.g. consider recognition of
provisions for onerous contracts
(cf. 1AS 37). In such cases, it is nec-
essary to include disclosures in ac-
cordance with paragraphs 84-85
of 1AS 37.
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6.1.4 Events after the reporting period

In recent years, European businesses
have had to face the consequences of
two major events that were difficult to
predict: the pandemic and the out-
break of war between Russia and
Ukraine. The consequences of ‘black
swans’ may be both direct — such as
low availability of workers or actual
destruction of property — and indirect
— e.g. public authorities’ responses in
the form of sanitary or economic re-
strictions. Such events occur, obvi-
ously, regardless of the issuers’ re-
porting cycle —including in periods be-
tween the end of the reporting period
and the publication of a financial
statement.

It should be noted that if any sudden
unexpected events take place after
the balance sheet date and they indi-
cate the occurrence of certain circum-
stances after the end of the reporting

period, those are usually non-adjust-
ing events within the meaning of fi-
nancial reporting (cf. 1AS 10). Wartime
damage, imposition of sanctions, or
introduction of sanitary restrictions do
not provide evidence of the condition
of property, performance or cash
flows at the balance sheet date pre-
ceding the occurrence of those cir-
cumstances. Such events will affect
next financial statements. They are
not considered when recognising or
measuring items in the current finan-
cial statements but, if such events are
material, they require relevant disclo-
sures (cf. paragraph 21 of I1AS 10).

We would also like to point to an ex-
ception provided for in IAS 10, which
requires that events occurring after
the balance sheet date should also be
considered when assessing the going
concern assumption (cf. paragraphs
14-16 of IAS 10).

6.1.5 Specific aspects of determining and assessing materiality in IFRS financial

statements

Accounting standards provides for de-
tailed requirements on a wide range
of topics. Not all topics, however, are
relevant to financial statements and
issuers apply certain simplifications,
referring to the concept of materiality
(cf. paragraph 7 of IAS 1, paragraphs
29 et seq. of IAS 1), which is often con-
sidered in terms of quantitative im-
pact on the statements.

In order to ascertain lack of material-
ity, the issuer should estimate the im-
pact of the given matter on financial
statements so that they can present a
hypothetical effect of considering the
given event. For example, an issuer

who is not consolidating one of their
subsidiaries is expected to be able to
present at least the estimated effects
of considering that subsidiary in finan-
cial statements of the group. Similarly,
certain aspects of the recognition and
measurement of expected credit
losses may be immaterial in a financial
year but should be estimated to allow
the assessment of materiality.

It is necessary to monitor the matters
that have been considered immaterial
in the past. Even if a matter has been
assessed and found to be immaterial
in previous periods, there may since
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then have been events or circum-
stances which render the matter ma-
terial: acquisition of significant assets
by a subsidiary, an increase in credit
risk associated with financial assets,
for example, due to financial problems
of debtors, or unexpected economic
events in the market.

Regardless of the discussion on the
guantitative aspect of materiality, in-
formation should be assessed in qual-
itative terms. Some areas may be rel-
evant to users of financial statements,
even if the presented figures are rela-
tively low in relation to the basic value
in the financial statement.

This can be exemplified by relations
and transactions with related parties
(cf. paragraph 18 of IAS 24 Related
Party Disclosures). Users of financial
statements should have a good under-
standing of capital, personal and other

ties between those entities, and of the
nature and terms of the transactions
executed between them. For exam-
ple, a fair assessment of an entity’s op-
erations, property and financial posi-
tion based on information about the
level of revenue and performance,
without information about the mutual
relations and transactions between
entities, can be very difficult.

Assessment of materiality may also be
affected by the sector in which the is-
suer operates, for example, it is appro-
priate to expect disclosures on climate
risks from issuers operating in sectors
that are sensitive to such risks, even if
the quantitative effects indicated in an
issuer’s financial statements do not in-
clude high amounts.

6.1.6 Neutrality and prudence as defined in the IAS

Fair presentation of financial state-
ments requires faithful representation
(cf. paragraph 15 of IAS 1), and that in
turn requires neutrality (paragraph
2.13 Conceptual Framework for Fi-
nancial Reporting), whereas neutral-
ity requires prudence (paragraph 2.16
of the Conceptual Framework). As re-
gards financial reporting, prudence
manifests itself both in the process of
recognition and measurement of com-
ponents of financial statements and in
the process of presentation and dis-
closure of information. In the Concep-
tual Framework, prudence means the
exercise of caution when making
judgements under conditions of un-
certainty. Such understanding of pru-
dence in measurement is compatible
with neutrality of financial statements

23

and it does not mean conservatism or
any restrictive approach to recogni-
tion or measurement of each item.
Both underestimating and overesti-
mating the items’ values conflicts with
the principle of prudence, thus fair-
ness.

Sometimes, in practice, entities pre-
paring financial statements limit the
application of the principle of pru-
dence to ensuring that the disclosed
assets and revenue are not overesti-
mated and that liabilities and costs are
not underestimated. This is under-
standable as an entity’s management
may usually be tempted to and inter-
ested in presenting the highest perfor-
mance and value of equity, while hid-
ing the costs and debts. However, the
principle of prudence also excludes
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unjustified manipulation of values in
the other direction.

We would like to emphasise that rec-
ognising a write-off of a total value of
an asset (‘to zero’) based on general
requirements, without making judge-
ments or estimates goes against the
principle of prudence as defined in the
IAS. Such situation could take place,
for example, in:

- determining the recoverable
amount of non-financial assets un-
der IAS 36 without conducting im-

pairment tests,

— underestimating the fair value of
assets by determining the fair
value without making an estimate
or by using measurement tech-
niques that disregard available ob-
servable data. In accordance with

6.1.7 Crypto-currencies

In the face of growing presence and
popularity of crypto-currencies in
business dealings, we point out that is-
suers holding such assets are required
to disclose relevant information about
the impact of such assets on their fi-
nancial position (cf. paragraph 112(c)
of IAS 1).

Depending on the intended purpose
of crypto-currencies, they are recog-
nised in accordance with applicable
standards. As a rule, crypto-currencies
as intangible assets are subject to the
requirements under IAS 38, which also
provides for the relevant disclosures
(cf. paragraphs 118-128 of IAS 38).
However, where such assets are held
for sale in the ordinary course of busi-
ness, they are recognised as normal

24

paragraph 61 of IFRS 13 Fair Value
Measurement, when determining
the fair value the entity should ap-
ply techniques that are appropri-
ate for circumstances, primarily
observable input data and, to a
minimum extent, non-observable
data. Additionally, paragraphs 76—
90 of IFRS 13 have established a hi-
erarchy of fair value in which the
highest priority is given to prices
guoted (unadjusted) in active mar-
kets and the lowest priority is given
to non-observable input data.

- determining the amount of an al-
lowance for expected credit losses
corresponding to the total value of
financial instruments, instead of
measuring it under IFRS 9.

inventory, and the relevant infor-
mation must be disclosed in accord-
ance with paragraphs 36-39 of IAS 2.

Due to the specific nature of the
crypto-currency market, i.e. the ob-
servable price fluctuations, also the
recoverable net amount of an asset
should be estimated at the end of
each reporting period (cf. paragraph 7
of 1AS 2), and if the asset is measured
at fair value the issuer must make dis-
closures in accordance with para-
graphs 91-99 of IFRS 13.

To ensure that financial statements
contain complete information, it is
also necessary to consider the require-
ments under the other IASs/IFRSs.
Due to the specific nature of the
crypto-currency market, the actual
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impact of crypto-currencies on the is-
suer’s financial position can be better
understood with disclosures on judge-
ments that have the most significant
effect on the value of crypto-curren-
cies (cf. paragraph 122 of IAS 1).

Please note that crypto-currencies do
not meet the definition of cash due to
a series of their characteristics (cf. par-
agraph AG3 of IAS 32). First of all, they
are not the basis for measurement
and recognition of all transactions in
financial statements. They occur only
in electronic form and they lack physi-
cal substance in the form of banknotes
or coins. Neither can crypto-curren-
cies be easily recognised as cash

equivalents, due to the existing signif-
icant risk of changes in value (cf. para-
graph 6 of IAS 7).

Crypto-currencies are assets whose
value is highly volatile. Major changes
can be seen in their market valuation,
including over a short term. This is
why in some cases it is necessary to
consider whether the changes in the
crypto-currencies’ fair value after the
end of the reporting period have a sig-
nificant effect on the issuer’s financial
position and, if necessary, to disclose
the effect of such changes in accord-
ance with paragraph 21 of IAS 10.

6.1.8 European Single Electronic Format — ESEF

In accordance with the regulatory
technical standards on the specifica-
tion of a single electronic reporting
format (RTS on ESEF)?, the prepara-
tion of annual reports and consoli-
dated annual reports for 2021 by issu-
ers whose securities had a quoted
market price in a regulated market re-
quired the use of the ESEF electronic
reporting format?for the first time.

Under the RTS on ESEF, annual reports
and consolidated annual reports for
2021 had to be prepared in the XHTML
format, supported by a web browser.
The RTS on ESEF also requires that the
main parts of consolidated financial
statements prepared as part of con-
solidated annual reports should be

23 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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tagged using ESEF taxonomy?®. How-
ever starting from consolidated finan-
cial statements for financial years be-
ginning on or after 1 January 2022,
tagging of the notes using the ‘block
tagging’ standard will be required.

The conclusion and observations col-
lected during the review of ESEF an-
nual reports for 2021 indicate several
most problematic aspects related to
the application of the new format.

It should be noted that an extension
taxonomy element can only be cre-
ated after making sure that the ele-
ment does not exist in the core taxon-
omy. Performing only a perfunctory

24 European Single Electronic Format.

25 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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analysis of the existing taxonomy ele-
ments may result in unnecessary ex-
tension elements being created.

Please also note that in accordance
with point 9 of Annex IV to the RTS on
ESEF, an extension taxonomy element
should be anchored to the core taxon-
omy element having the closest wider
accounting meaning and/or scope to
that extension taxonomy element.
The issuer may also anchor the exten-
sion taxonomy element to the core
taxonomy element having the closest
narrower accounting meaning and/or
scope to that extension taxonomy ele-
ment. In such case, apart from the vol-
untary anchoring to a narrower taxon-
omy element, the newly created ex-
tension has to be mandatorily an-
chored to a wider taxonomy element.

As a reminder, a zip package with con-
solidated financial statements pub-
lished as part of a consolidated annual
report should have an appropriate in-
ternal file structure. Failure to follow
the applicable rules on file structure
inside the package would lead to er-
rors that usually prevented the suc-
cessful upload and validation of the
report.

26

Please also be advised that starting
from consolidated financial state-
ments for financial years beginning on
or after 1 January 2022, issuers are re-
quired to tag the notes using the
‘block tagging’ standard. As part of
that requirement, issuers should tag
the notes at least using the taxonomy
elements provided in Annex Il to the
RTS on ESEF. In line with Guideline
1.9.1 of the ESEF Reporting Manual, in
the case of a disclosure corresponding
to more than one taxonomy element
of different granularity (lower and
higher), the issuer should use each of
them and multi tag the information to
the extent that corresponds with the
underlying accounting meaning of the
information. We would also like to
point out that this approach is differ-
ent from the approach used when tag-
ging the main parts of consolidated fi-
nancial statements, where each item
is tagged only with taxonomy ele-
ments having the closest meaning. We
encourage all issuers to become famil-
iar with the detailed guidelines on
block tagging laid down in Chapter 1.9
of the ESEF Reporting Manual.
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6.2 Non-financial reporting

ESMA’s European common enforcement priorities for 2022 annual

financial reports in the area of non-financial information point in par-

ticular to topics related to:

— climate-related matters, including transition plans and climate-

related targets as part of such plans,

— disclosures under Article 8 of the Taxonomy Regulation in rela-

tion to the issuer’s economic activities that are Taxonomy Eligi-

ble and Taxonomy Aligned,

— non-financial reporting scope and data quality.

The European Union has adopted the
European Green Deal to transition to
a more sustainable economic and fi-
nancial system. In consequence, in the
coming years detailed reporting re-
guirements on climate change will be-
come applicable under the Corporate
Sustainability = Reporting Directive
(CSRD)?* and the European Sustaina-
bility Reporting Standards (ESRS). For
these reasons, in applying the require-
ments of the Non-Financial Reporting
Directive (NFRD)?, issuers should be
mindful that the general expectation
from both users and regulators is in
the direction of increased transpar-
ency on climate-related matters.

One particularly important disclosure
area related to climate is represented
by transition plans which help users
understand whether and how an is-
suer intends to shift its business

26 https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/PDF/?uri=CELEX:32022L2464&fr

model, operations and asset base to-
wards a trajectory that is compatible
with the latest climate science recom-
mendations. Increased transparency
of disclosures is needed when issuers
prepare transition plans, as some issu-
ers tend to present ambitious goals
without addressing how these goals
were established / under which sce-
nario they are developed and how the
issuer concretely intends to reach
them. Issuers should provide specific
disclosure covering, for example, the
reference scenario used, the means
the issuer will use to accomplish its
transition plan (e.g. changing its sup-
ply chains and/or asset base), how
many resources it will allocate to this
and the challenges it may face in
reaching its goals. In this regard, issu-
ers should consider the European

27 https://eur-lex.europa.eu/legal-con-
tent/PL/TXT/?uri=celex%3A32014L0095

om=EN
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Commission’s Guidelines on report-
ing climate-related information, sec-
tion 3.1.%8

In the context of transition plans, issu-
ers should be balanced and precise in
their disclosure on carbon neutrality
commitments. In such disclosures, is-
suers should avoid making boilerplate
claims and should instead provide
concrete explanations of how they in-
tend to contribute to carbon neutral-

ity.
This may include disclosures on the re-
duction of their own greenhouse gas

(GHG) emissions, or on increasing car-
bon sinks.

Climate-related key performance indi-
cators (KPIs) are an important way for
issuers to give users a clear under-
standing of their past performance
and future ambition. A particularly rel-
evant topic is the disclosure issuers
provide in relation to their GHG emis-
sions.

A true and fair view requires issuers to
be balanced in their disclosure of GHG
emission reduction targets and to ex-
plain how likely it is that those targets
will be achieved. As required by Arti-
cle 19a(1) and Article 29a(1) of the
Accounting Directive (added in the
NFRD), issuers should explain why
they have been unable to make the
expected progress towards their tar-
gets.

It is important that when issuers ad-
dress one sustainability matter, they
do not omit material information on
the other matters referred to in the

28 European Commission, Guidelines on re-
porting climate-related information, 17 June
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NFRD. This might be the case, for ex-
ample, if an issuer would leave out
material information on expected
negative impacts on other sustainabil-
ity matters arising from the measures
they have taken, or plan to take, to re-
duce their GHG emissions. Issuers
should disclose material conflicts
among different environmental objec-
tives to the extent this is necessary to
enable a proper understanding of the
impact of its activity, as required by
Article 19a(1) or Article 29a(1) of the
Accounting Directive (added in the

NFRD).

In relation to metrics for actual emis-
sions (backward-looking disclosure),
issuers should be mindful that Article
19a(1)(e) and Article 29a(1)(e) of the
Accounting Directive (added in the
NFRD) require transparency on the
metrics used. Issuers should, in partic-
ular:

- clearly explain the boundaries they
use,

- provide justifications if certain
Scope 3 elements are excluded
from the calculation, and

- mention any uncertainties con-

nected with their data.

Helpful guidance on climate-related
disclosures can be found in the Euro-
pean Commission’s Guidelines on re-
porting climate-related information,
in Section 3.5. If issuers engage in ma-
terial scope 3 emissions but do not dis-
close them, they should state the rea-
sons why.

Some issuers may conclude that Rus-
sia’s invasion of Ukraine will affect

2019. https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/PDF/?uri=CELEX:52019XC0620(0

1)&from=EN
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their ability to meet the targets, espe-
cially in terms of greenhouse gas emis-
sion and transition plans (due to issues
such as disruptions in the supply of
natural gas and thus transition to
other, more-emission intense, energy
sources). In accordance with Article
19a(1) and Article 29a(1) of the Ac-
counting Directive (added in the
NFRD), issuers should be clear about
whether those issues have affected
their transition plans and, if so, state
the reasons why they were unable to
pursue their transition plans in 2022.

The double materiality perspectiveis a
key pillar of the NFRD. Therefore, issu-
ers should keep enhancing their de-
scriptions of how they have identified
the material impacts, risks and oppor-
tunities connected with climate

change for their undertaking.

2023 is an important year for the re-
porting under Article 8 of the Taxon-
omy Regulation, as it is the first time
non-financial undertakings are re-
quired to disclose not only the taxon-
omy eligibility, but also the taxonomy
alignment, of their economic activities
vis-a-vis the climate change mitigation
and climate change adaptation objec-
tives, including the disclosures fore-
seen in the complementary climate

2% Commission Delegated Regulation (EU)
2022/1214 of 9 March 2022 amending Dele-
gated Regulation (EU) 2021/2139 as regards
economic activities in certain energy sectors
and Delegated Regulation (EU) 2021/2178 as
regards specific public disclosures for those
economic activities.

30 ESMA notes that according to Article
27(2)(b) of the Taxonomy Regulation, starting
from 1 January 2023, the reporting under Arti-
cle 8 shall address

all six environmental objectives listed in Article
9 of the Taxonomy Regulation. According to Ar-

29

delegated act (Commission Delegated
Regulation (EU) 2022/1214%)%,

Issuers should remember that it is
mandatory to use the templates in An-
nex Il to the Article 8 Disclosure Dele-
gated Act®L,

The disclosure required under the Ar-
ticle 8 Disclosure Delegated Act is not
subject to the materiality assessment
and should always be provided (ex-
cept where the materiality exemption
relating to OpEx for non-financial un-
dertakings applies)®. Issuers should
also remember that it is mandatory to
provide accompanying contextual in-
formation. They are required to pro-
vide robust disclosure, such as: the de-
scription of the nature of their eco-
nomic activities, whether they are
Taxonomy Eligible and Taxonomy
Aligned, and how compliance with the
alignment criteria has been assessed
(Article 8 Disclosure Delegated Act,
Annex |, Section 1.2.2.1). So far, some
issuers have tended to provide very
generic disclosure in relation to
whether their economic activities are
Taxonomy Eligible. Provisions of Arti-
cle 27(2)(b) of the Taxonomy Regula-
tion require, starting from 1 January
2023, that the reporting under Article
8 address all six environmental objec-

ticle 3(d) of the Taxonomy Regulation, an eco-
nomic activity shall qualify as environmentally
sustainable where it complies with technical
screening criteria established by the European
Commission. ESMA notes that at present, the
technical screening criteria for the remaining
four environmental objectives (i.e., points (c),
(d), (e) and (f) of Article 9 of the Regulation on
Taxonomy) are not established in EU law.

31 Commission Delegated Regulation (EU)
2021/2178.

32 ¢f. Article 8 Disclosure Delegated Act, Sec-
tion 1.1.3.2, which requires specific disclosures
in such cases.
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tives listed in Article 9 of that Regula-
tion. According to Article 3(d) of the
Taxonomy Regulation, an economic
activity shall qualify as environmen-
tally sustainable where it complies
with technical screening criteria es-
tablished by the European Commis-
sion. Users need more information to
understand issuers’ assessment, re-
gardless of the outcome of the assess-
ment. This includes information on
the assumptions issuers have made on
the alignment criteria, including the
principles on ‘do no significant harm’
and minimum social safeguards, nota-
bly in relation to assets and activities
outside of the EU. The disclosure on
methodological choices should in-
clude information on specific areas of
judgement and the methodological
principles that have been applied (e.g.
how the issuers have avoided double
counting). Sections 1.2.1 and 1.2.3 of
Annex | to the Article 8 Disclosure
Delegated Act require issuers to ex-
plain any large variations in the eligi-
bility rate of their economic activities
compared to the eligibility rate they
disclosed in 2022. Reasons for such
variations may, for example, be that
the issuer commenced a new eligible
activity or that it has fine-tuned its
methodology for assessing eligibility.
Equally, it is helpful for users to re-
ceive explanations for large differ-
ences between the eligibility rate and
the alignment rate of an issuer’s eco-
nomic activities. Issuers should ensure
consistency between the disclosure
they provide in relation to Article 8
and disclosure elsewhere in the non-
financial reporting (e.g. consistency

33 European Commission, FAQ 1, December
2021; European Commission, FAQ 2, February
2022.
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with the issuer’s strategy and policies
related to climate change). A number
of resources are available to support
issuers as they prepare their Article 8
reporting. The European Commission
has issued two documents with guid-
ance on frequently asked questions™,
and ESMA has issued two Q&As relat-
ing to ESG APMs3%,

Financial undertakings should be
mindful of their upcoming obligation
to disclose not only the taxonomy eli-
gibility, but also the taxonomy align-
ment, of their economic activities in
2024. Issuers should adapt their sys-
tems to the increased reporting re-
quirement.

To provide a comprehensive picture of
the non-financial matters listed in Ar-
ticles 19a(1) and 29a(1) of the Ac-
counting Directive (added in the
NFRD), an undertaking will have to re-
port on at least the same scope as that
used for its financial reporting. It
should be noted that Article 19a(1)(d)
and Article 29a(1)(d) of the Account-
ing Directive (added in the NFRD) re-
quire undertakings and/or groups to
disclose information on risks linked to
their own operations, including,
where relevant and proportionate,
those of their business relationships,
products or services that are likely to
cause adverse impacts — an approach
that will be further reinforced in the
future European Sustainability Re-
porting Standards.

34 ESMA, Questions and answers — ESMA
Guidelines on APMs, 1 April 2022 (Questions
19 and 20).
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With this in mind, issuers should con-
sider reporting on a larger perimeter
than that used for its financial report-
ing when this would be necessary to
provide material information on non-
financial matters. To this end, it is rec-
ommended that issuers describe their
supply and sales chains (suppliers,
subcontractors, distributors, fran-
chisees) and clarify the extent to

6.3 Inside information

Based on the analyses of inside infor-
mation submitted by issuers in 2022,
we present the topics which require
particular attention in 2023.

When preparing periodic reports for
2023, it is important that issuers as-
sess the information being created for
meeting the criteria of inside infor-
mation. If an issuer identifies inside in-
formation, they should immediately
make it public, without waiting for the
publication of a relevant periodic re-
port. For example, the need to identify
and publish inside information may
arise when issuers recognise impair-
ment losses and/or create provisions.

In particular, issuers should pay atten-
tion to the information on preliminary
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

35

https://www.gpw.pl/pub/GPW/pdf/Uch 13 1
834 2021 DPSN2021.pdf
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which they have covered these enti-
ties in their non-financial reporting. Is-
suers may also consider identifying
KPls of particular significance for them
and expanding their reporting perime-
ter to cover the value chain (or parts
thereof) on those KPIs, if they have
not done so previously.

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 preliminary
financial 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
(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 intermediate steps in a pro-
tracted process that is intended to
bring about, or that results in, particu-
lar circumstances or a particular
event. Such protracted processes may
include the process of negotiations re-
garding an agreement which is mate-
rial for the issuer, or the process of re-
viewing strategic options.
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In the course of a protracted process,
anissuer should carry out an appropri-
ate information policy, assess infor-
mation created in the course of ac-
tions taken at particular stages of that
process, and if it identifies new inside
information, it should immediately
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
environment, for meeting the criteria
of inside information. Such infor-
mation may concern, e.g.: changes in
legislation, changes in sanctions re-
lated to the war in Ukraine, situation
in FX markets or in commodity mar-
kets. In particular in 2023, issuers
should monitor the impact of the
macro-economic situation in Poland
and worldwide and the major geopo-
litical events on the economic activity
of the issuer and its group, or on the
financial results in future periods, and
in the case of identification of inside
information referred to in Article 7 of
MAR, immediately submit a relevant
report.

It should be borne in mind that pursu-
ant to Article 17(1) of MAR, the issuer

32

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
qguestions in response to an issuer’s
report, it means that the report may
not have been correctly prepared in
editorial terms or it failed to include
sufficient explanation, and thus was
not sufficiently precise.

It should be borne in mind that inside
information should be formulated so
as to leave as little room as possible
for guesswork and speculation. A re-
port with inside information should be
specific and detailed enough to enable
an investor to assess the impact of the
events being described on the issuer’s
operations. In addition, the infor-
mation submitted by issuers in reports
should form a consistent whole and
constitute a series of cause-and-effect
events, and it is only when they are
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 give rise to
doubts whether they really meet the
criteria for inside information. It
should be noted that ESPI’s public
channel is not the issuer’s promo-
tional platform and may only be used
for submitting information which the
issuer is required to publish under
law. It should also be borne in mind
that under Article 17(1) of MAR, the is-
suer must not combine the disclosure
of inside information to the public
with the marketing of its activities.
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7 Statements and guidelines published by ESMA and KNF in 2022

The table below contains a
statements and guidelines published

list of by ESMA and KNF in 2022 in relation

to issuers’ information requirements.

Document

Link

Questions and answers concerning
MAR (Questions 5.11 and 5.12)

https://www.esma.europa.eu/sites/default/files/library/esma70-
145-111 ga_on_mar.pdf

ESMA’s Public Statement: Euro-
pean common enforcement priori-
ties for 2022 annual financial re-
ports

https://www.knf.gov.pl/knf/pl/kompo-
nenty/img/ESMA WPN 2022 PL 80480.pdf

Communication from the UKNF on
ESMA’s Statement: MAR Guide-
lines on delay in the disclosure of
inside information and interactions
with prudential supervision

https://www.knf.gov.pl/knf/pl/komponenty/img/Komu-
nikat UKNF dot Stanowiska ESMA Wytyczne dot opoz-
nienia_ujawnienia_informacji poufnych 78597.pdf

MAR Guidelines on delay in the
disclosure of inside information
and interactions with prudential
supervision

https://www.knf.gov.pl/knf/pl/komponenty/img/esma70-156-
4966 _mar _gls-delay in the disclosure of inside infor-
mation pl 78596.pdf

ESMA'’s Statement: Implications of
Russia’s invasion of Ukraine on
half-yearly financial reports

https://www.knf.gov.pl/knf/pl/komponenty/img/esma32-63-
1277 public_statement on_half-yearly financial reports in re-

lation to russias_invasion of ukraine 78200.pdf

Communication from the UKNF on
issuers’ information requirements
in connection with the geopolitical
situation in Ukraine

https://www.knf.gov.pl/komunikacja/komunikaty?arti-
cleld=77293&p id=18

ESEF Reporting Manual

https://www.knf.gov.pl/knf/pl/komponenty/img/ESEF Report-
ing%20Manual 2022 PL 79755.pdf

ESEF taxonomy files and Conform-
ance Suite

https://www.knf.gov.pl/dla_rynku/ESEF/pliki tak-
sonomii_i_testy zgodnosci
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https://www.knf.gov.pl/knf/pl/komponenty/img/esma70-156-4966_mar_gls-delay_in_the_disclosure_of_inside_information_pl_78596.pdf
https://www.knf.gov.pl/knf/pl/komponenty/img/esma70-156-4966_mar_gls-delay_in_the_disclosure_of_inside_information_pl_78596.pdf
https://www.knf.gov.pl/knf/pl/komponenty/img/esma32-63-1277_public_statement_on_half-yearly_financial_reports_in_relation_to_russias_invasion_of_ukraine_78200.pdf
https://www.knf.gov.pl/knf/pl/komponenty/img/esma32-63-1277_public_statement_on_half-yearly_financial_reports_in_relation_to_russias_invasion_of_ukraine_78200.pdf
https://www.knf.gov.pl/knf/pl/komponenty/img/esma32-63-1277_public_statement_on_half-yearly_financial_reports_in_relation_to_russias_invasion_of_ukraine_78200.pdf
https://www.knf.gov.pl/komunikacja/komunikaty?articleId=77293&p_id=18
https://www.knf.gov.pl/komunikacja/komunikaty?articleId=77293&p_id=18
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8 Conclusion

The purpose of publication of current
and periodic reports and inside infor-
mation by security issuers is to provide
the users (including investors, financ-
ing institutions) with information that
is essential in making investment deci-
sions.

Last years have been marked by ex-
tremely numerous political and eco-
nomic events (the war, pandemic,
higher inflation) and changes in legis-
lation (on the ESEF, non-financial in-
formation) that may affect issuers’
businesses. Recognising potential dif-
ficulties for issuers in reflecting the
new events and legal changes in the
reports they publish, we prepare this
report each year. In the report, we
draw issuers’ attention to issues that
are relevant for their disclosure re-
guirements resulting from the chang-
ing factual and legal status and to our
observations made during the recent
year of supervision.

Information submitted by issuers
should reflect the issuer’s specific sit-
uation and circumstances as accu-
rately as possible and include the most
recent qualitative and quantitative
data available to the entity. Up-to-
date knowledge is especially im-
portant for issuers when preparing
regulated information based on esti-
mates and forecasts. The content of
this report may make their reporting
process easier. To this end, in this re-
port we pointed to, among others, the
aspects in which issuers should ana-
lyse the evolving circumstances re-
lated to the political and economic sit-
uation in Ukraine, as well as other fac-

tors which have their roots in political,
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legal or climate risks but which do not
directly result from an analysis of his-
torical data may have a significant im-
pact on forecasts and estimates. The
recipients of information prepared by
issuers in the upcoming periods
should receive data which take the
above-mentioned factors into ac-
count, and they should be able to
learn from the issuer’s reports about
the impact of those factors on the pre-
sented data and its potential future

volatility.
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