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1. Executive summary

We are pleased to present our third survey of the
application of IFRS accounting standards by Swiss quoted
groups. We have extended our survey in the current
year and introduced new areas of analysis which are of
particular interest in the current economic environment.

   Firstly, we looked beyond the financial statements and
reviewed the narrative section of the annual report and
the presentation of the full year results made to analysts
to better understand the latest trends in financial
communication to stakeholders and the investor community
at large. Secondly, we added international comparisons
with listed groups in France, Germany and in the UK on
selected topics such as statement of financial performance,
segment reporting, goodwill and impairment. Thirdly,
we reviewed recent sanctions by the Swiss regulator
and included additional information regarding specific
guidance provided by the SIX. Last but not least, we
also expanded our analysis in areas of known complexity
and judgment such as pensions, deferred taxes and
financial instruments/financial risk management.  

Since we launched our first survey two years ago, we
have had many discussions with CFOs, Group
Controllers, IFRS specialists and preparers of financial
statements not only about IFRS standards but about
how the requirements are applied in practice and the
difficulties of keeping track of the increasing volume of
disclosures and assessing the implications of
forthcoming new standards. 

Reporting the economic downturn: uncertain
market environment and strength of the Swiss
Franc
The year under review has been difficult for the global
economy, with Western Europe being particularly hit by
low GDP growth, falling equity prices, volatility in
foreign exchange rates and the impact of the Eurozone
debt crisis. Swiss companies are not immune from these
challenges: for the companies included in our sample,
we noted a decline in average revenue growth and in
operating margin compared to the prior year. This is, at
least in part, attributable to the enduring strength of
the Swiss franc. 

Beyond the financial statements: communication
with investors and analysts
In such troubling times it is crucial that management is
able to properly and effectively communicate to its
investors and other stakeholders. 

One important element of the communication strategy
is the presentation made by senior management upon
the release of the annual results. 

We were interested to note a certain disconnect
between the information in the analysts presentation
and the financial data prepared in accordance with IFRS.
It seems that, for the companies in our survey, IFRS
figures are not sufficient to allow management to tell
the story of the year. These differences are particularly
significant when it comes to cash flow, and, to a lesser
extent, the measure of operating profit used.

International environment
As the economic environment becomes increasingly
complex and interconnected, it is important for
companies to be aware of trends and practices in other
countries. To this end, we have added to some of our
analysis (specifically, statement of financial performance,
segmental reporting and goodwill and impairment) a
comparison between the results of our survey and
practices in France, Germany and the UK. While many
of our results are in line with those from these 
3 countries, we also noted some important elements of
divergence, such as in the presentation of non-GAAP
measures in the income statement. 

Looking ahead
As always in our survey, we have also considered the
impact of changes to IFRS which are expected over the
coming years. 

The impact of the changes to IAS 19 Employee Benefits
is expected to be significant for Swiss companies. We
estimate that pension costs may increase by 72% on
average and that 58% of companies are likely to suffer
a reduction in equity of more than 5% on first-time
application. 

The relevance and importance of these changes will
vary on a company by company basis depending on
their activities and nature of transactions entered into.
However, we strongly advise preparers to begin
evaluating their impact on performance measures and
financial position sooner rather than later. Our
specialists would be pleased to respond to your
questions on any of the matters raised in this report.

Fabien Bryois, Swiss certified accountant

Lesley Griffiths, Swiss certified accountant

Martin Welser, Swiss certified accountant
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Our focus in this third edition of our IFRS survey, the
impact of the economic downturn and related
disclosures, was driven by the significant uncertainty
which was prevalent throughout 2011. It is difficult to
imagine an entity which has not been impacted by the
events of the year in some way, either positively or
negatively, and our survey considers how this has been
reflected in the annual reports. For this purpose we
considered not only the narrative reporting in the
annual report, but also the presentations made by
companies to analysts, in which management highlight
those KPIs and other information which is most relevant
to the entity. 

We have extended some of our analysis in the current
year to compare the results obtained from our review of
Swiss companies with presentation and disclosures in
three other European countries, namely France,
Germany and the UK. For the first two countries, we
analysed the financial statements of all non-financial
institutions included in the CAC 40 and DAX 30
respectively. With regard to the UK, we used the results
from a similar survey of financial reporting carried out
on 2010 financial statements by Deloitte UK. 

The annual reports of 30 listed companies were
reviewed to determine current practice. The sample of
companies represents some of the largest by market
capitalisation, with the exception of financial institutions
and those companies reporting under US GAAP. 
We then included a selection of medium sized listed
entities. Please refer to Appendix 1 for the list of the
companies surveyed. 

The only change in the sample compared to last year is
the inclusion of Kuoni and Kaba instead of Petroplus
and Von Roll.

Our sample was selected in April 2012, at which time
11 of the 30 companies were included in the SMI
index. The sample represented a market capitalisation
of CHF 575 billion as at 30 June 2012 (CHF 582 billion
in 2011), or 68 % (62% in 2011) of the total market
capitalisation of the Swiss exchange. 

The annual reports used were those most recently
available and published in the period from 1 May 2011
to 30 April 2012.

This publication is structured in a similar way to that of
most financial statements, starting with analysis of the
primary statements, followed by the accounting policies
and then the notes.

2. Survey objectives

The main objectives of the survey were to
discover:

• the impact of current economic conditions on
disclosures included in the annual report; 

• the level of variety in presentation of the
primary statements in listed companies’
financial statements, and how this compares to
listed companies in other European countries;

• how compliance with disclosure requirements
and the accounting policy choices made under
IFRS varied;

• the changes and trends in financial reporting
compared to previous years;

• the quality and relevance of information
disclosed in relation with complex areas such
as pension, taxes and financial instruments;

• the level of compliance with the specific
guidance of the SIX, with particular focus on
those areas in which sanctions have been
recently issued; and

• the foreseeable impact of future changes in
accounting standards, particularly in the area
of pension accounting.
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• 2011 has been a challenging year for Swiss
companies, an issue which is addressed in the
annual report by all companies in our sample.

• 27 out of the 30 entities in our survey
mentioned the impact of the strong CHF on
performance.

• 43% of companies in our sample disclosed a
decline in revenues in the reporting currency,
compared to only 10% in constant currency.

• Despite these difficult times, only four
companies reduced their dividends per share
compared to the prior year.

• Increased presence in emerging markets
appears to be a trend accross our sample.

3. Reporting the economic downturn

The economic environment in 2011
2011 was a difficult year for many global economies
worldwide, characterised by low GDP growth, falling
equity prices, rising inflation and volatility in the foreign
exchange markets. The Eurozone debt crisis has
continued into 2012 and could have far-reaching
consequences for the global economy. It was widely
expected that companies would comment on the
challenges or difficulties which had to be overcome and
the impact on their business.

Integrating an analysis of the economic environment
into the IFRS survey provides an interesting overview of
the impact of an economic downturn on company
results and financial statements disclosures. The first
part of this chapter will consider the economic turmoil
from a global perspective, the consequences of which
will then be analysed at the level of the companies in
our survey.

GDP growth
Global GDP growth remained under 4% during 2011,
down by 1 percentage point from the previous year.

This is the result of a rather mixed pattern, with GDP
growth in emerging economies (such as China, Brazil
and India) exceeding 6% whilst the Swiss economy
grew at a pace of 1.9%. This performance is slightly
above that in the US (1.7%) and the EU (1.6%).

Inflation rate
In western economies – being, in this case, the EU,
Switzerland and the USA – the average inflation rate
remained under 2.5% in 2011, up by nearly 
2% since 2009 when it hit its lowest level at 0.05%.

Figure 1. GDP growth rates for selected economies

Germany US EurozoneSwitzerland United Kingdom

In %, yoy

Source: Thomson Reuters Datastream (last data point Q4 2011)
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Figure 2. Average inflation rate (%) for selected countries
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Once again emerging economies present quite a
different picture. Even if the trend followed by these
economies is roughly the same, the average inflation
rate remained higher than 5% over the same period
and peaked at 7% in 2011. 

Integrating an analysis of the economic environment
into the IFRS survey provides an interesting overview
of the impact of an economic downturn on company
results and financial statements disclosures.



The Swiss SMI index followed much the same pattern.
It lost 35% between 31 December 2007 and 
31 December 2008, increased by 16% between 
31 December 2008 and 31 December 2010, and then
declined by 8% in 2011. As a result, the SMI index has
decreased by 30% since 31 December 2007. At the
date of our survey, 11 of the companies included in the
sample were part of the SMI.

Stronger CHF impact
The performance of Swiss companies was heavily
influenced by another factor: the strong national
currency.

The value of the Swiss Franc against other currencies
rose dramatically over the past few years. The overall
rise in the value of the Swiss Franc against GBP, for
example, between 2006 and 2011 amounts to 63%,
with similar rises of 42% and 28% against USD and
EUR respectively. Significant volatility during 2011 led to
the intervention by the Swiss National Bank (SNB) to set
a limit on the CHF/EUR exchange rate.

4

Overall, stock prices have fallen by 26% since 
31 December 2007 (based on the MSCI evolution).

All the major indices suffered from a dramatic blow in
2008. The evolution of the MSCI between 31 December
2007 and 31 December 2008 reveals this trend. 
It decreased, going down by 44% on average. 
The Dow Jones is the only index included in the results
above which has almost managed to return to its 
31 December 2007 level.

Stock prices increased between 31 December 2008 and
31 December 2010 (+45%; based on the MSCI
evolution) and before declining again in 2011 (-9%;
based on the MSCI evolution) because of the overall
economic uncertainties explored in this section.

Stock market prices

Figure 3. Stock price variation
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The value of the Swiss Franc
against other currencies rose
dramatically over the past few
years. The overall rise in the
value of the Swiss Franc against
GBP, for example, between 2006
and 2011 amounts to 63%, with
similar rises of 42% and 28%
against USD and EUR
respectively.
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“Recent years have been characterised by a whole
host of events, ranging from the dramatic to the
unprecedented. As one would expect, headlines
have tended to focus on the disruptive, the
shocking and the negative. The reality is more
balanced. Of course there are new challenges, but
there are also new opportunities.”

Peter Brabeck-Letmathe, Nestlé Chairman, Annual Report 2011

Interest rates
The period has also been marked by the intervention of
central banks in the national economies through the
lowering of interest rates.

Interest rates of the main western central banks
decreased from roughly 4 % in 2007 to less than 1% in
2011. 

Raw material prices
One of the other main features of the worldwide
economy over the past few years is the significant
fluctuations in raw material prices.

Figure 6 indicates the variation of raw material prices
between 2007 and 2011. Since 2007, prices in this
sample have increased by nearly 37%.

This volatility makes it difficult for companies to hedge
against these sharp and quite unpredictable moves.

The economic environment as reported in the
financial statements
All the companies included in our sample mentioned
the difficult economic environment in 2011. It was
however disclosed as challenging rather than as a
strong curb on the companies’ performances.

Greater volatility on commodity, currency and stock
markets and the fact it was more difficult for companies
to hedge against sudden moves has been mentioned by
Swiss CFOs in Deloitte’s quarterly CFO survey as one of
their main concerns since the second half of 2011. 

Many companies have attempted to hedge against
Swiss Franc volatility and commodity risk, while at the
same time trying to take advantage of lower interest
rates. An in-depth review of these topics is carried out
in chapter 13 of this survey.

In %; data for Switzerland SNB LIBOR target rate

Figure 5. Official interest rates for selected countries
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Revenue growth

Figure 7. Distribution of the companies based on their 
revenue growth rates (reporting currency)
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Nearly 50% of the companies in our sample reported 
a decline in revenue in 2011 (in reporting currencies).
Revenue growth rates across our sample ranged from
59% to a decrease of 15.6%.

While revenue growth results may not be as bad as
expected, with average growth for our sample of 5.2%
(see chapter 15), it should be noted that these figures
are not adjusted for the impact of acquisitions,
increased commodity prices or other similar factors.

Figure 8. Distribution of the companies based on their EBIT
growth rates (reporting currency)
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63% of the companies under review reported a
decreased operating margin in 2011 when compared
with 2010. Variations in this measure across our sample
were noted as being, on average, a decline of 12%
(when adjusted to eliminate a significant, non-recurring
increase in one company in our sample).

This trend appears to be linked to greater pressure on
margins. This was mentioned several times by Swiss
CFOs in the Deloitte CFO Survey, which was carried out
each quarter in 2011.

Figure 9. Distribution of the companies based on their 
revenue growth rates (constant currency)
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Impact of the strong CHF

As mentioned above, one of the key features of the
past few years has been the increasing strength of the
Swiss franc. A significant portion of the lower revenue
and margin growth experienced by our sample can be
attributed to the impact of converting foreign
currencies to Swiss Francs rather than to the poor
performance of the company in question. An equivalent
volume of sales in EUR, translated at the average rate in
accordance with IFRS, is worth less in CHF in 2011 than
it was in 2010. In assessing the overall performance of
companies, it is therefore often necessary to identify the
currency impact. 

27 companies out of the 30 in our sample mentioned
the adverse impact of the stronger Swiss Franc on their
reported performance in their narrative reporting.

The remaining three companies which did not explicitly
mention the adverse impact of the stronger CHF
present their financial statements in either Euro (two) or
USD (one), as is permitted by Swiss law. 

All companies presented revenue growth percentages in
their annual reports in constant currency. These
companies report average constant currency revenue
growth of 12.1%, compared to an average growth of
5.2% in the reporting currency. 

The average difference between the revenue growth in
reported figures and the revenue growth in constant
currency figures is around 7%.
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Demand was potentially lower because of the economic
crisis. The Deloitte CFO surveys published during the
year identified a sense of alarm with regard to the Euro
debt crisis due to the negative impact on demand and
the impact on the value of the Euro against the CHF.

Share performance and dividends
The equity price of the companies included in our
sample decreased by an average of 17% between 2010
and 2011. Out of the 30 companies in our sample only
five (17%) saw an increase in the share price compared
with 2010, while two (7%) remained stable (movement
of less than 1%). The remaining 23 companies
experienced a share price decline during the period.

This performance did not appear to affect the dividend
yield. Dividends per share – based on proposed
dividend for the year ended 2011 – went up by 6% on
average. Only one company in our sample did not
propose a dividend in 2011, compared to three in
2010. This company did not offer a dividend in the
prior year either.

Of our sample, 18 companies increased the dividend
per share in 2011 (this number includes two which had
not paid a dividend in 2010). Seven companies did not
change the dividend proposed to shareholders, whilst
four companies experienced a reduction.

Emerging markets
A strong Swiss Franc could however also be regarded as
an advantage, making it cheaper for Swiss companies
to invest abroad, most notably in emerging markets.

26 out of the 30 companies under review reported
investments or increased presence in emerging markets
through partnerships or acquisitions.

Of the remaining four companies, three mention
emerging markets as increasingly significant partners
without being specific about the potential investments
undertaken. The only company which did not refer to
emerging economies in its report has activities which
are purely Swiss-based.

Richemont Annual Report 2011

26 out of the 30 companies under review reported
investments or increased presence in emerging
markets through partnerships or acquisitions.
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Kuehne Nagel Annual report 2011

Companies mentioned expansion in emerging
economies in their annual reports as a means of coping
with tougher conditions in the western economies.

27 of the annual reports in our sample include an
optimistic reference to emerging markets.

• “Growth slowed, particularly in the debt-burdened
economies of the eurozone and the United States,
where consumer confidence slid to very low levels.
However, robust growth continued in many emerging
markets, led in size by China, India and Brazil” –
Executive Board of Panalpina, Annual Report 2011

• “The above trends enabled Eastern Europe, the
Middle East, China and most Asian countries to
deliver double digit growth, compensating for the
slower recovery of activities in Japan and poorer
market conditions in Western Europe” – Business
review, SGS Annual Report 2011

• “Givaudan’s consistent sales momentum in 2011
demonstrated yet again that out fragrance and
flavour creations are relevant for consumers
worldwide when eating, drinking and cleaning, and
are thus essental for the success of many products we
use on a daily basis. Changing global consumer
demographics mean that 42% of Givaudan’s sales
were from emerging markets in 2011, and the
Company continues to shift resources to these
markets” – Givaudan Report (Dr Jürg Witmer,
Givaudan Chairman, Annual Report 2011)
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Nestlé, Annual Report 2011

There are clear indications that emerging economies are
increasingly perceived as an area of opportunity, as they
are expanding at a much faster pace than the more
traditional markets of Western Europe.

Outlook for 2012
The Swiss CFO surveys conducted by Deloitte in late
2011 and the first semester of 2012 showed that CFOs
are becoming more and more pessimistic about the
economic outlook for Switzerland. The focus in 2012
will be on macroeconomic problems such as the
European debt crisis, a still fairly strong Swiss franc and
a decline in foreign demand. 

The continuing uncertainty has also had an impact on
the financial prospects of companies. While the outlook
for operating margins improved, 63% of CFOs still
expect them to decline and only 6% anticipate higher
margins. The majority of CFOs plan to respond by
cutting costs, with discretionary spending, capital
expenditure and hiring all expected to be reduced
during 2012. 

The low risk appetite of companies does not seem
surprising given the current risks, with a significant
majority of CFOs (87%) stating that they do not want
to increase the risks on their balance sheet. The ability
to control risk (for example, exchange rate risk) seems
to have declined, which may be a major reason for the
general caution being expressed.

The Swiss CFO surveys conducted by Deloitte in
late 2011 and the first semester of 2012 showed
that CFOs are becoming more and more
pessimistic about the economic outlook for
Switzerland. The focus in 2012 will be on
macroeconomic problems such as the European
debt crisis, a still fairly strong Swiss franc and a
decline in foreign demand. 



• There was a wide variety in the format of the
presentations, although much of the content
was similar for the companies in our sample. 

• Differences were noted between figures
provided to investors and the IFRS financial
statements in terms of measures of profit and
cash flow.

• Presentations to investors are a way for
management to communicate without the
restrictions of IFRS.

• The majority of companies in our sample
published the presentation to investors on
their website.

Presenters
The investor presentations were mainly led by either the
CFO or the CEO, or both (16 out of 20 times, based on
the information disclosed in the presentation).

In 3 cases, the Chairman was also involved in the
presentation.

Content of the presentation
Most of the information disclosed in the investor
presentation is also included in the narrative part of the
annual report.

Among the most common recurring items in our
sample were:

• sales, including segment information in all but one
case;

• measure of operating profit;

• sales growth rate, both in reporting and constant
currencies;

• cash flows;

• dividends per share (22 out of 27).

In order to further investigate the coherence between
those items highlighted in the investors presentation,
and the figures in the IFRS financial statements, we
carried out additional analysis on SMI companies, for
which 10 out of 11 companies published the document
on the corporate website.

Operating profit
As expected, all companies included in our sample
presented a measure of operating profit to investors,
however those measures highlighted were not
necessarily in line with the amounts shown on the face
of the income statement. Of our sample, 4 companies
(40%) provided figures which could be directly
reconciled to the IFRS financial statements. Of the
remaining 6 companies, 3 provided additional measures
which were also disclosed in the narrative section of the
annual report, and provided reconciliations in that
document to the IFRS figures. A further 2 companies
also presented figures from the narrative section of the
report, although no reconciliation was provided.
One company included a measure of operating profit in
the investor presentation which was neither included in
the IFRS financial statements, nor in the narrative
section of the report. 

4. Investor presentations

The presentation made by companies to investors upon
publication of the annual results is a crucial step in most
corporate communication strategies, as it allows
management to focus on the key messages which they
want to share with their stakeholders. 

27 out of the 30 companies included in our panel
published this presentation on their corporate websites.
The 3 remaining companies published only key figures.

Length and timing
In all cases, presentations took place on the same day
as the press release (full results), on average 38 working
days post year-end. 

On average, published presentations are 53 page long,
with those published by SMI companies slightly longer
(64 pages, compared to 47 pages for non-SMI
companies).

Figure 10. Length of investor presentation
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The presentation with more than 100 pages included
various appendices. Were these to be removed, the
total number of pages in the main presentation was 78.
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The most common non-GAAP measure of profit disclosed
was EBITDA (5 companies). Two companies disclosed
‘Core operating profit’. This measure, also included in the
narrative reporting stage, was fully defined and
reconciliations provided to IFRS results in both cases. 

Overall, 5 companies provided measures of profit to
analysts which were not disclosed in the note on
segmental reporting. This is surprising, given that these
segmental disclosures are, in accordance with IFRS 8,
supposed to reflect the data used by management. 

Segmental analysis 
Of the presentations analysed, 6 disclosed information
about operating segments which was directly
reconcilable to the notes to the financial statements. 

Of the remaining 4 companies, the information was
agreed to the narrative reporting section. In some cases,
additional segment information was given – for example,
a more detailed breakdown of sub-segments within
reporting segments, or breakdown by geography which
is different from that provided in the financial statements.
However, as mentioned above, there were, at times,
inconsistencies between the information given in the
narrative section, and that in the note on segmental
reporting, with regard to the measure of profit used. 
We would have expected more consistency in this area.

Cash flows
The difference between the investor presentation and
the IFRS financial statements was particularly marked in
relation to cash flows. Only 2 companies provided cash
flow information which came from the IFRS cash flow
statement. The remaining 8 companies presented “Free
cash flow” or “Operating free cash flow”. This measure,
for which there was no common definition across the
sample, was reconciled to the IFRS cash flow statement
in 4 cases. 

This result is interesting, as it provides evidence that
management and investors in general do not find that
the IFRS cash flow statement contains sufficient detail,
and that additional information is provided instead. 

Novartis, Annual Report 2011

Figure 11. Profit measure included in presentaion 
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Figure 12. Presentation of cash flows 
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However, the fact that a common term is used by many
companies, without a common definition, limits
comparability between companies by investors. 

Outlook for 2012
Information on the outlook for the following year was
varied in our sample, with 2 companies providing no
guidance at all. Where given, most comments were
vague and not particularly detailed. 4 companies refer
to steady or improved revenues or operating profits,
while 3 companies specifically mention focus on cost
cutting and management. 

Conclusion
While companies are free to choose the information
they consider most appropriate and relevant to analysts
and investors, it is interesting to note the disconnect
between this information and the data prepared in
accordance with the requirements of IFRS. This raises
questions regarding the usefulness for investors of IFRS
information.
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• Annual reports range from 105 to 631 pages. 

• The average number of working days
following the year-end that results are released
to the market is 38 days.

• No company had a modified audit report on its
consolidated financial statements. 

Speed of reporting
SIX Exchange Regulations require listed companies to
report within 4 months of the year-end.

All of the companies in our sample issued a press
release containing the results for the year to market
within 90 days of year-end. For 2011 results, the
average number of working days between the financial
year-end and the release of results to the market was
38. This is stable with the prior year, when the average
period was 37 days. 

As expected, the SMI companies sampled were
amongst the quickest, and included the fastest reporter
at 12 working days (11 working days for 2010). 

In the sample of companies selected, five published
sales figures within nine working days (minimum is
seven days) and of those, three confirmed positive
expectations for EBIT. 

5. Overview of financial statements

The average length of annual reports has increased,
from 169 pages in 2010 to 200 in 2011 (if the
company with the largest number of pages is excluded,
the average length falls to 185). This is mainly due to an
increase in the information disclosed in areas other than
the financial statements such as business review,
corporate governance and sustainability. 

Figure 13. What is the overall length of the annual report?
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Annual reports ranged from 105 to 631 pages (from 
90 to 305 pages in 2010) with the financial statements
covering from 40 to 111 pages (from 42 to 119 pages
in 2010). The longest report in our sample, which was
not produced by an SMI company and which totalled
631 pages, was not included in our sample in the
previous years, and was primarily dedicated to narrative
reporting, with only 13% of the total relating to the
financial statements. This also represented the lowest
percentage of the annual report as a whole, the
maximum being 53% (from 29% to 62% in 2010). 
In 2011, the SMI companies in our sample dedicated
more pages to narrative reporting with an average of
36% (38% in 2010) of the report being financial
statements, compared to an average of 39% (44% in
2010) across the sample and 41% (48% in 2010) for
Non-SMI companies. Overall the length of financial
statements remained relatively stable between 2010
and 2011 (average of 72 pages), which was expected
as there were limited changes and few new standards
effective for the first time in 2011.

Figure 14. What is the length of the financial statements?
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Figure 15. How many days after year-end was financial information reported to the market?
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In terms of the approval of the financial statements, the
average number of days after year-end was 52 days for
2011 (same as for 2010). Again the SMI companies
approve their financial statements more quickly than
non-SMI companies, the average being 42 days and
57 days respectively for 2011 (44 days and 56 days for
2010).

Audit reports
In the sample of companies selected, no audit report
was modified. 

Reporting frameworks 
None of the companies in our sample were adopting
IFRS for the first time.

IFRS insight
With the exception of those companies which have
already stated that they will early adopt the revised
IAS 19, we do not expect many changes to the
structure or length of the financial statements
before 2013, when many new IFRS become
applicable for the first time. Until then, we
anticipate most companies will be looking for
stability in their financial statements and propose
only limited changes. These forthcoming changes
are further explained in the next chapters.

Overall the length of financial statements remained relatively stable
between 2010 and 2011 (average of 72 pages), which was expected as
there were limited changes and few new standards effective for the
first time in 2011.
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• All but one company presented the income
statement and comprehensive income in two
separate statements. 

• All companies presented on a voluntary basis a
measure of operating profit.

• 43% of companies presented additional non-
GAAP performance measures on the face of
the income statement.

• International comparison reveals different
national trends in terms of application of
mixed presentation and use of non-GAAP
measures.

Half of the companies sampled chose to present their
expenses by nature and the other half by function or a
mix between function and nature.

Mixed presentation consists of situations where entities
classified expenses on a functional basis but exclude
certain ‘unusual’ expenses from the functional
classification to which they relate and present these
items separately by nature. Examples are restructuring
expenses, impairment charges and amortisation of
intangible assets. 

6. Statement of financial performance

Income statement
IFRS requires, as a minimum, separate disclosure on the
face of the income statement of revenue, finance costs,
tax expense and profit or loss. 

All companies sampled complied with the presentation
requirements of IAS 1.

The length of the income statement, measured as the
number of lines from top to profit after tax, ranged
from 12 to 21 lines (12 to 25 in 2010). 

There are no specific requirements regarding the
classification of operating expenditure on the face of
the income statement. IAS 1 recognises that showing
expenses by either function or nature has benefits for
different companies. Figure 17 shows how operating
expenses are presented on the face of the income
statement.

SIX sanctions
In 2011 SIX Exchange Regulation issued sanctions
against two companies in relation to the
classification of amounts in the income statement.
The first related to the incorrect classification of
restructuring costs as discontinued, while the
second related to amounts which had not been
classified by function (specifically, amortisation of
intangible assets and restructuring costs) and which
were significant as a percentage of the total costs
presented in the income statement. 

Within our sample, we identified six companies
presenting similar costs separately on the income
statement, resulting therefore in a mixed
presentation. These unallocated expenditures
amount to, on average, 8% of total operating
expenditure. 

Figure 16. How many lines, from top to profit after tax, are
in the income statement?
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Figure 17. How are expenses presented on the face of the 
income statement?

Nature Function Mixed

50%

30%

20%



IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times 15

Operating profit
An operating profit line was given by all of the
companies sampled, although this is not a requirement
of IAS 1, and there is variety in the items included in
this measure. If such a line is shown, IAS 1 states that it
would be misleading to exclude items of an operating
nature such as inventory write downs, restructuring and
relocation expenses. The measure must be presented
consistently year on year and the company should have
disclosed a policy making clear what line items the
measure includes and excludes.

The terminology commonly used is operating profit,
operating income or Earnings Before Interest and Taxes
(EBIT). 

Additional non-GAAP measures
There is considerable variety in the presentation of the
income statement which allows companies to present
their results in a manner that is most appropriate to
their business. However, this variety may not help the
users of the accounts to compare one company to
another. 

We noted that 13 out of the 30 the companies (or
43%) went beyond the IAS 1 requirements and
presented additional non-GAAP performance measures
on the face of the income statement. Non-GAAP
performance indicators are measures not explicitly
defined by IFRS such as EBITDA or include other
subtotal. This proportion is unchanged from the
previous year.

The use of additional measures is permitted under IAS
1 which encourages such items to be presented when
this is relevant to the understanding of a company’s
financial performance. 

The items most commonly excluded from non-GAAP
performance measures are detailed in figure 19.

Figure 18. What percentage of companies are presenting 
non-GAAP measures?
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Figure 19. What items do the non-GAAP measures exclude?
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Amortisation and depreciation were excluded by 10 of
the companies’ surveyed (eight in 2010); this resulted in
the presentation of an EBITDA in addition to the
operating profit. 

Following the economic crisis and difficult market
environment, impairment charges and restructuring
costs were unsurprisingly incurred by a number of
companies in the current year. Those costs were
excluded from performance measures by respectively 
11 and three companies. When using non-GAAP
performance measures, most of the companies from
the sample present additional line items on the face of
the income statement.

SIX specific guidance
SIX Exchange Regulation refers to the classification
of income and expenditure in its Circular No.2 on
IFRS (updated September 2011). This specifically
states that “an entity must present expenses
recognised in its statement of comprehensive
income either by their nature (“nature of expense”
method) or by their function within the entity
(“function of expense” method). Under IAS 1,
management is obliged to choose the more relevant
of the two methods, and must apply it consistently.”

It is clear that a ‘mixed’ presentation does not meet
these requirements and indeed sanctions have been
enforced during the year against companies for
failing to comply with these rules (see above). 
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Nestlé, Annual Report 2011

The Annual Report of Nestlé shows an example of such disclosures with the presentation of a “Trading operating
profit”. 
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Statement of Comprehensive Income (‘SOCI’)
Only one entity, part of the SMI, presented a single
statement that combined the statement of income and
other comprehensive income (‘OCI’). 

73% of the companies surveyed presented the
statement of OCI on a separate page. 

The average length of the SOCI is eight lines with a
maximum of 18 and minimum of four lines.

Figure 21. Have there been discounted operations in the 
current year?
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Three of the companies surveyed had discontinued
operations in the current year (four in 2010) and all
relevant companies correctly presented the results from
the discontinued operations as a single amount on the
face of the income statement. This is consistent with
the minimum requirements under IAS 1 which requires
the post-tax profit or loss of discontinued operations to
be presented as a single amount.

Figure 20. How many lines, are in the SOCI?
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Discontinued operations
The overall objective of IFRS 5 Non-current assets held
for sale and discontinued operations is to enable users
to evaluate the financial effects of discontinued
operations from other operations.

27% of the entities sampled, including the example
overleaf, presented the tax effect of each component of
other comprehensive income individually on the face of
the statement (where applicable). Of the companies
included in our sample, 33% presented one line
containing the total tax impact of items of OCI and
30% disclosed that each component was net of tax. 
For the remaining 10%, the presentation of the tax
impact was unclear.
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Looking forward: new reporting requirements
In June 2011, the IASB and the US FASB decided to
improve and align the presentation of items of other
comprehensive income (OCI) in financial statements
prepared in accordance with IFRS and those prepared
with US GAAP. 

The amendments require companies to group together
items within OCI that may be reclassified to the profit or
loss section of the income statement. The amendments
also reaffirm existing requirements that items in OCI and
profit or loss should be presented as either a single
statement or two consecutive statements.

These amendments, which are effective for annual
periods beginning on or after 1 July 2012 with full
retrospective application, maintain an appropriate
separation between OCI and profit or loss while
ensuring that the two can be easily read together and
therefore make it easier to assess the impact of OCI
items on the overall performance of an entity.

Only minor changes to the statement of OCI will be
required to comply with this amended standard.

Holcim, Annual Report 2011
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International comparison 
Non-GAAP measures
All Swiss companies sampled gave an operating profit line which is consistent with the practice in Europe, 
as the proportion of French, German and UK companies presenting a similar measure was respectively 100%, 96% and 94%.

Of the total number of Swiss companies surveyed, 43% presented additional non-GAAP performance measures on the face of the
income statement. This use of additional measures is permitted under IAS 1; however, there is no consistency accross Europe.
Although German companies seem to be more reticent to go beyond the IAS 1 requirements, with only 13% presenting additional
non-GAAP measures, the percentage of companies presenting non-GAAP measures is higher in UK and France, 61% and 80%
respectively. It is most common in France to present ‘recurring operating income’, which excludes other non-recurring income and
expenses, as a result of a specific French legal requirement.

Income statement presentation
The Swiss companies sampled complied with at least the minimum disclosure requirements for the face of the income statement,
which is consistent with other countries in Europe where all companies sampled in France and Germany complied with the
presentation requirements of IAS 1, as did 99% of UK companies. 

The analysis of the length of the income statement of Swiss companies results in a range of 12 to 21 lines. This trend is slightly
different when compared with other European countries such as the UK, where presentation is concise (62% of the companies
sampled presented less than 15 lines). On the other hand, French companies show a detailed presentation, with 51% of companies
in the ’18 lines and more’ range. Only Germany is consistent with the Swiss results, with 54% of companies presenting between 15
to 18 lines.

There is also considerable variety in the presentation of the income statement as companies present their results in a manner that is
most appropriate to their business. The majority of Swiss companies surveyed presented their expenses by nature, with 20% using a
mixed presentation, whereas the majority of European companies sampled presented their expenses by function with fewer
companies using a mixed presentation in France and Germany, only 11% and 8% respectively. This absence of mixed presentation
increases the user’s ability to compare one company to another. 

Figure 23. Length of income statement
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Figure 22. Presentation of non-GAAP measures
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Although German companies seem to be more reticent to go beyond the IAS 1
requirements, with only 13% presenting additional non-GAAP measures, the
percentage of companies presenting non-GAAP measures is higher in UK and France,
61% and 80% respectively. 
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All but one company sampled in Switzerland presented the additional performance measures on the face
of the income statement using additional lines. This high percentage (97%) is consistent with the
presentation used in France and Germany. However, it is common practice in the UK to present these
non-GAAP measures in a variety of ways. 46% of relevant companies took a columnar approach to
presenting their performance, the removable box approach is the second most popular option used by
33% and only 16% of the relevant companies in the sample included additional line items in their
income statement. 

Yule Catto, Annual Report 2011
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• A third balance sheet was presented by five
companies.

• 67% of companies sampled complied with the
minimum disclosure requirements on the face
of the balance sheet.

• The length of balance sheets varied from 27 to
45 lines.

Nine companies were identified which had disclosed a
restatement of some kind in the financial statements.
Of these, three had restated the presentation of
balance sheet, two the income statement and
statement of comprehensive income and two had
restated both. We also noted that for one company
restatement was made following the acquisition of an
entity. The remaining two companies only restated the
notes to the financial statements. 

Of the nine companies identified above, six companies
restated the segmental reporting information due to a
change in operating structure (acquisition and/or
discontinuation of activities and creation of new
segments). Three companies restated their notes
following the adoption of the amendments to IFRIC 14. 

In four sets of financial statements, amendments were
made in various notes such as other operating
expenses, revenue and personnel costs; most of these
restatements were due to changes in presentation
leading to a restatement of 2010 to ensure consistent
presentation.

In no cases did we identify evidence of a company
which had restated prior year retained earnings, but
which had not presented the third balance sheet. 

The presentation of two comparative years is illustrated
overleaf.

Balance sheet presentation
IAS 1 (2007) allows companies some flexibility in the
presentation of the balance sheet. However there is less
variety than in the income statement as discussed in
section 6. 67% of companies complied with the
minimum disclosure requirements of IAS 1 (2007).
The instances of non-compliance were due mainly to
companies presenting financial assets within other
current assets, in many cases on the grounds of
materiality. 

The average length of the consolidated balance sheet
was 36 lines same as in 2010. The longest balance
sheet contained 45 lines whereas the shortest had 
27 lines.

7. Statement of financial position

The third balance sheet
IAS 1 Presentation of Financial Statements requires a
minimum of two balance sheets to be presented.
However, when an entity applies an accounting policy
retrospectively or makes a retrospective restatement or
reclassification of items in its financial statements, it
shall present, as a minimum, three balance sheets and
related notes. 

Some interpretations of this revised standard result in
the presentation of three balance sheets for any change
in prior year comparatives, even where there is no
impact on the balance sheet. 

As already noted in our survey last year, application 
in Switzerland appeared to be less rigid. Of the 
30 companies included in our sample, only five
presented three balance sheets (also five in 2010).

Of the five companies presenting two comparative
periods, three did so because of changes related to
IAS 19 Employee Benefits and IFRIC 14 The limit on a
Defined Asset, minimum funding requirements and their
interactions), and one because of changes related to
IFRS 3 (revised) Business combination, IAS 27
consolidated and separate financial statements and
IAS 17 Leases. The remaining company presented two
comparatives periods on a voluntary basis, which it did
not do in the previous year.

The 25 companies in our sample, which did not present
a third balance sheet, were reviewed for evidence of
restatements. 

In no cases did we identify evidence of a company which had restated
prior year retained earnings, but which had not presented the third
balance sheet. 
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Richemont, Annual Report 2011
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Figure 24. How many lines are on the face of the balance
sheet?
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There was no significant difference in the length of
balance sheet between companies in the SMI and those
other companies in the sample. 

In our sample, six companies chose to present the
balance sheet across two pages of the published
financial statements. 

Taxation
14 companies (47%) showed all the required categories
of tax on the face of their balance sheets (53% last
year). 

In our sample of 30 companies, 15 (50%) did not
present current tax assets on the balance sheet, as is
required by IAS 1. Out of these 15 companies, six
disclosed information on current tax assets in the notes.
We identified among them two companies which
presented current tax assets within other current assets
in the notes but which did not provide separate
disclosure on the face of the balance sheet. The
remaining companies did not present current tax assets
separately on the face of the balance sheet or in the
notes, presumably because there were no such assets
or because they were not material. Therefore, most
companies meet the requirements of IAS 1 regarding
taxes. However, as explained in more detail in Chapter
15 Income Taxes, IAS 1 represents only part of the tax
disclosures required by IFRSs.

Statement title
In 2009, IAS 1 introduced revised terminology for the
financial statements. The balance sheet is now referred
to in the standards as the ‘Statement of Financial
Position’. Although there is no requirement for
companies to adopt this new title, in 2011, seven out
of the 30 companies in our sample chose to do so (five
in 2010). The increase compared to the prior year is in
part due to changes in our sample.

This result is perhaps not surprising given that investors
and other users of financial information are more
familiar with the term ‘balance sheet’. 

Looking forward: new reporting requirements
Following the revision of IAS 1 in 2007 there was some
debate about the requirement to produce a third
balance sheet. In the improvements to IFRS published in
May 2012, which are effective for annual periods
beginning on or after 1 January 2013, the IASB has
clarified the requirements for comparative information. 

This clarification confirms that an entity that changes
accounting policies retrospectively, or makes a
retrospective restatement or reclassification which has a
material effect on the information in the statement of
financial position at the beginning of the preceding
period would present the statement of financial position
at the end of the current period and the beginning and
end of the preceding period.

Specifically, the amendment goes on to state that, other
than disclosure of certain specified information, related
notes are not required to accompany the opening
statement of financial position as at the beginning of
the preceding period. This clarifies an area of varying
interpretations, as some parties had interpreted the
standard as requiring all additional comparative
information for all notes. 

IFRS insight
While there have been few changes to accounting
standards in 2011, meaning that very few entities
have prepared a third statement of financial
position (a situation likely to be repeated in 2012),
a number of new and revised standards which are
due to come into force in 2013 and 2015 indicate
that the presentation of two comparative periods is
likely to become the norm in the near future.
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• All companies used the indirect method to
present the cash flow statement.

• Interest paid and received were classified as
operating, investing and financing activities by
different companies across the sample.

• All companies with dividends payable classified
them as financing cash flows.

All of the companies sampled complied with the
requirement to present a cash flow statement as a
primary statement but there was great variety across
the companies in the presentation of cash flow items.

The standard describes two methods of presenting the
cash flow statement, the direct method, whereby major
classes of gross cash receipts and gross cash payments
are disclosed and the indirect method, whereby profit is
adjusted for a variety of effects. All companies sampled
chose to present their cash flow statement using the
indirect method presumably because this method is
believed to be easier. It is interesting to note that the
project on financial statement presentation proposes
the removal of the option to apply the indirect method.
If this proposition is ultimately adopted, the preparation
of the first cash flow statement using the direct method
is likely to be a difficult exercise for all preparers. Work
on this project has, however, been suspended.

73% of the companies in our sample started their cash
flow statements with net income, 20% with income
before taxes and the remaining 7% with the cash flows
generated from operations. Of this 7%, we observed
two SMI companies which only provided details of
items included in operating cash flows in the notes.

37% of the companies surveyed have disclosed
additional information on the cash flows in the notes
(55% for SMI companies and 26% for the non SMI).
Information disclosed included details on the reversal of
non-cash items, changes in working capital and details
of cash flows arising from acquisitions and disposals of
subsidiaries.

8. Statement of cash flows

IAS 7 Statement of cash flows requires that a cash flow
statement is presented reporting the inflows and
outflows of cash and cash equivalents during the period.
Those cash flows must be analysed across three main
headings (operating, investing and financing activities).

Syngenta, Annual Report 2011

All of the companies sampled
complied with the requirement
to present a cash flow statement
as a primary statement but there
was great variety across the
companies in the presentation of
cash flow items.
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Interest
IAS 7 notes that interest received or paid may be
classified as operating, investing or financing cash
flows, provided the classification is applied consistently
from period to period.

Figure 25 below illustrates how cash flows from interest
received were classified across the sample.

All of the companies in the sample recognised cash
flows from interest paid. 70% of companies paying
interest chose to present this as an operating activity
and 27% of companies chose to present the interest
payments as a financing activity. 

One company in our sample disclosed the amount of
interest received and paid in the notes to the financial
statements, but did not disclose where these cash flows
had been classified. Three companies disclosed the
amounts of interest received and paid below the cash
flows statement and mentioned that they are included
in the cash flows from operating activities.

Dividends

Figure 27. How are cash flows from dividends paid and dividends received classified? 
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IAS 7 suggests that interest received be classified as
either operating or investing activities. All of the
companies in the sample recognise cash flows from
interest received. Of these companies, there was a
slight preference to present these cash flows as an
operating activity, an approach adopted by 57% of
companies, rather than as an investing activity, chosen
by 40% of companies. 

Figure 26 below shows how the companies surveyed
presented their cash flows from interest paid.

97% of companies paid dividends on ordinary shares in
the current period and all presented dividends paid as 
a financing activity.

17 companies received dividends during the period. 
Of these, 8 companies classified the cash flows as an
investing activity and 9 companies classified them as an
operating activity, in accordance with the guidance in
IAS 7. 

A good example of a cash flow statement, that of
Roche, is presented overleaf. 

Discontinued operations
IFRS 5 requires that the net cash flows attributable to
the activities of discontinued operations (operating,
investing and financing) be presented either in the
notes to the financial statements or on the face of the
cash flow statement. 

Three companies in our sample have discontinued
operations, and all of these companies have elected to
present this information in the notes.

Figure 25. How are cash flows from interest received 
classified?
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Figure 26. How are cash flows from interest paid classified?
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SIX sanctions
In 2010 the SIX Exchange Regulation sanctioned a company for incorrect treatment of foreign exchange
differences in the cash flow statement. Specifically, certain cash flows were translated into the reporting
currency at the closing rate, rather than the average rate, as is required by IAS 7. Moreover, changes to
provisions which did not impact cash flows were reported incorrectly within the effects of changes in exchange
rates on cash and cash equivalents. 

Most, if not all, of the companies in our sample have cash flows in foreign currencies and so need to consider
the impact of changes in exchange rates on the items disclosed in the cash flow statement. Although for
practical reasons cash flow statements may be established using average rates, companies need to consider
whether significant non-recurring transactions should be adjusted using the rate in effect at the translation date. 

Roche, Annual Report 2011
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• The average number of reserves shown on the
face of the Statement of Changes in Equity
(SCE) was six.

• 90% of companies presented a separate
reserve for treasury shares.

• All but one company presented the share-
based payment charges as a separate line item
on the face of the balance sheet or in the SCE.

Figure 28 clearly shows that the majority of companies
have chosen to include only the total other
comprehensive income in one line in the SCE, rather
than re-producing all of the movements. Of the 
19 companies which present movements in this way, 
13 provide sufficient details on the face of the SCE to meet
the requirements of IAS 1, with a further four companies
providing the details in the notes. Only two companies in
our sample did not present the required details.

One company which provides the required detail in the
SCE is Arytza.

9. Reporting changes in equity

Figure 28. Have movements in OCI been reproduced in 
the SCE?
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Total OCI only Arytza, Annual Report 2011

In accordance with IAS 1 Presentation of Financial
Statements, the financial statements must include a
primary statement showing all changes in equity (i.e.
the Statement of Changes in Equity). There is however
diversity in practice regarding the level of details
presented in the SCE in relation with movements in OCI.

The annual improvements 2010 (effective from 
1 January 2011) clarified that companies may present
the analysis of other comprehensive income by item
either in the SCE or in the notes. 
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Reserves
The number of reserves that each company disclosed
was reasonably consistent across the sample, as
illustrated by figure 29.

Included in our sample were 27 companies which
presented a separate treasury share reserve. Although
this is not required by IAS 32 Financial Instruments:
Presentation, it is common practice for such a reserve
to be separately disclosed. All of these companies
recorded treasury shares at cost in this reserve, with the
exception of one company which records treasury
shares at par value, with any excess paid taken directly
to retained earnings. Although such a presentation is
not prohibited by the standard, it is uncommon and
would require detailed records to be kept by
management in order to maintain visibility of the overall
value of treasury shares acquired.

Capital contribution reserve
In the context of the Corporate Taxation Reform II in
Switzerland, the capital contribution principle was
implemented with effect from 1 January 2011. In brief,
capital contributions made by shareholders can be
distributed free of withholding tax if the following
conditions are fulfilled:

• capital contributions have been made after
31 December 1996;

• they are presented in a separate equity account in the
standalone financial statements; and

• the capital contributions have been approved by the
Swiss Tax Authorities.

Companies had until 30 days after the approval of 2011
financial statements to communicate their capital
contribution to the Swiss Tax Authorities. 

The average number of reserves disclosed across all
companies was six, unchanged from prior year.

The type of reserves presented in the primary statement
varied across the sample. Of the total companies,
24 companies presented separate reserves for currency
translation differences, 11 companies for movements in
fair value, 13 companies for hedging reserves and three
companies for movements related to defined benefit
pension schemes. 

We identified seven companies that presented a column
“other reserves” and then provided details on the nature
and amounts included in this reserve in the notes. 

Figure 29. How many reserves have been disclosed?
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There is diversity in practice regarding the level of details presented
in the SCE in relation with movements in OCI.
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Out of the 30 entities surveyed, 19 (63%) have
presented a separate reserve for capital contributions in
their standalone financial statements, which is a
significant increase compared to the seven companies
(23%) identified in the prior year survey. Such an
increase was however anticipated, as the 2011 financial
statements were the last opportunity to present this
reserve separately and thus to enjoy the associated tax
benefits. 90% of those companies provided additional
details on the capital contribution principle and
movements made in this reserve during the year in their
notes. Of these 19 entities, three were still waiting for
the approval of the Tax Authorities but have already
disclosed the amount of capital contribution. 

Share-based payment charges
IFRS 2 Share-Based Payments requires a company to
disclose information that enables users of the financial
statements to understand the effect of share-based
payment transactions on its profit or loss for the period
and on its financial position.

Of the 30 companies in our sample, 26 recorded a
share based payments transaction in equity. 
Two companies did not disclose any information in the
annual report regarding share-based payments,
therefore it is reasonable to conclude that no such
transactions are entered into. The remaining two
companies provided information about the amount of
the IFRS 2 charge in the notes to the financial
statements, however this amount was not separately
disclosed in the Statement of Changes in Equity, most
likely on the grounds of materiality. Best practice would
be to present a separate share-based payments reserve
or, at least, to record the IFRS 2 charge in a separate
line in the Statement of Changes in Equity. 

Two companies were identified which disclosed
separate share-based payments reserves on the face of
the balance sheet. 

IFRS insight
Reserves
Even in the absence of specific IFRS requirements,
best practice is to present separately a reserve for
treasury shares and share based payments. 



30

• Accounting policies were on average nine pages
long and made up 13% of the financial
statements.

• 93% of the companies disclosed standards
issued but not yet effective, 50% of which
indicating that these might have a material
impact. Only 50% of companies also disclosed
interpretations.

• Significant variety was noted in the disclosures
around significant accounting estimates and
areas of management judgment.

• The average number of judgements and
estimates disclosed was six, unchanged from
previous year.

Two (three in 2010) companies chose to adopt
standards early. 

IAS 1 (amendment) Presentation of items of OCI, issued
in June 2011, which requires entities to group items
presented in OCI based on whether they are potentially
reclassifiable to profit or loss subsequently, was adopted
early by one company.

IFRS 9 – Financial instruments, which addresses the
classification, measurement and recognition of financial
assets and liabilities was adopted early by one company
(part of the SMI), which led to change in classification
of financial assets financial assets, but did not have an
impact on the valuation.

None of the companies in our sample elected to early
adopt the amendment to IAS 19 ”Employee Benefits”
(effective as from 1 January 2013). This is not
particularly surprising, as the standard was only issued
in June 2011. The potential impact of this standard on
the financial statements of companies in our sample is
considered further in section 14. 

Moreover, none of the surveyed companies decided to
early apply the “package of five” effective from January
2013 but eligible for early adoption end of 2011). 
It includes three new standards and two significantly
amended existing standards. The new standards are
IFRS 10 “Consolidated Financial Statements”, IFRS 11
“Joint arrangements” and IFRS 12 “Disclosure of
interests in other entities”. The amended standards are
IAS 28 “Investments in associates” and IAS 27
“Separate Financial Statements”. The main objective of
the publication of this “package of five” is to have a
single basis for consolidation and a uniform approach
for all entities. The “package of five” is further discussed
in section 17.

10. Accounting policies

A summary of the significant accounting policies and
other explanatory notes are required by IAS 1
Presentation of Financial Statements as a component of
a complete set of IFRS financial statements. Additionally,
the financial statements must include an explicit and
unreserved statement in the notes to the financial
statements that they comply with IFRS.

The length of the accounting policies notes (excluding
disclosures on new standards, critical judgments and
accounting estimates) ranged from four to 19 pages
with an average of nine pages, or 13% of the financial
statements. These figures did not change significantly
when SMI companies were compared with non-SMI
companies.

Reporting standards
IAS 8 Accounting policies, changes in accounting
estimates and errors requires a list of standards and
interpretations issued but not yet effective to be
disclosed along with the anticipated impact on the
financial statements of each of these. 47% of the
companies disclosed an anticipated material impact of
applying a new standard or interpretation in the future
(none in 2010; 40% in 2009). In all cases, these
disclosures related to the amendments to IAS 19
Employee benefits.
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Critical judgements and estimation uncertainties
IAS 1 (2007) requires the disclosure of the critical
judgements made by management in the process of
applying the group’s accounting policies. These are
described as those judgements that have the most
significant effect on the amounts recognised in the
financial statements.

It also requires the disclosure of the key sources of
estimation uncertainty, at the balance sheet date, that
have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within
the next financial year.

All companies disclosed either the critical judgments or
some information relating to key sources of estimation
uncertainty or both. In our sample, six companies (20%)
did not clearly disclose the critical judgments made in
applying the group’s accounting policies. 

Only 20% of the relevant companies in our sample
disclose critical judgements and estimation uncertainties
separately, as illustrated below. 

A good example of disclosures comes from Swatch
Group’s financial statements. These disclosures are
specific to the company, and thus provide the investor
with better information than the more standard, ‘boiler-
plate’ disclosures noted in some annual reports. 

Figure 30. What percentage of companies disclose critical 
judgements and key sources of estimation uncertainty?

Together

63%17%

20%

Separately Estimation uncertainty only

Swatch, Annual Report 2011
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Revenue recognition
Revenue recognition is often a “hot topic” for
regulators, who tend to focus on whether the
accounting policy for revenue recognition contains
sufficient specific detail to enable users of the financial
statements to understand the basis on which each
significant category of revenue is recognised. 

The number of critical judgements and accounting
estimates (taken together) disclosed by companies
varied from one to 11, with an average of six,
unchanged from previous year. As shown in figure 31,
the most common judgements made were around
pensions (typically the actuarial assumptions), tax
related items, provisions and contingent liabilities,
goodwill and intangibles (valuation and impairment) .

The results show that many companies face the same
issues when it comes to making judgements that affect
the financial statements. Consideration of impairment,
whether it is on goodwill, intangible assets or any other
assets held on the balance sheet is clearly an issue for
companies.

Pensions and taxes (both current and deferred) are cited
by 29 and 28 companies respectively each as examples
of critical judgements or accounting estimates. Given
the issues involved in these areas, and the complexity of
the related accounting standards, it is not surprising
that so many companies have chosen to include these
areas in their disclosures. Perhaps more surprising is the
fact that there remain companies which do not
consider that these areas involve critical judgements or
estimates. 

Figure 31. What are the critical judgements being made and/or key sources of estimation 
uncertainty?
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As shown in figure 32, most companies (63%) had
revenue recognition policies that contained between 
51 and 250 words. Three companies had revenue
recognition policies containing fewer than 50 words. 
It is perhaps surprising that these companies, one of
which is included within the SMI, are able to
communicate the policy for revenue recognition so
succinctly. Eight companies had revenue recognition
policies containing more than 250 words of which three
were from the SMI. 

Looking forward: new reporting requirements
An updated exposure draft (“ED”) on revenue
recognition was issued in November 2011, with a final
standard expected to be published in the beginning of
2013. The effective date is likely to be 1 January 2015.

The fundamental principle of the ED is that revenue is
recognised when the customer obtains control of the
goods or services, determined as that point at which
“the customer has the ability to direct the use of, and
receive the benefit from, the good or service”. It is this
element of the ED which is likely to require the most
judgement by management. 

Figure 32. How long is the revenue recognition policy?
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The proposals of the IASB may have a significant impact
on some entities, particularly those in industries such as
telecom and software. For example, the allocation of
the transaction price to elements in a multiple element
arrangement may change (although the revised
exposure draft introduced some restrictions in this area).
This could lead to the recognition of a loss at inception
on specific elements of a contract, even if the overall
contract is profitable. Entities that provide warranties
would be required to defer some revenue on the
inception of a contract. 

The ED also specifies significant and extensive disclosure
requirements.

SIX specific guidance
The SIX Exchange Regulation Circular No.2 on IFRS
states that “the specific accounting policies applied
to the recognition of revenue must be explained
properly and in sufficient detail in the notes for
each category”.

Tailored and specific description of accounting
policies, critical judgments and estimation
uncertainty improve the relevance and usefulness of
the financial statements.

“Boiler-plate” disclosures may lead to additional
challenge from the regulator in this area. 

The proposals of the IASB on
revenue recognition may have a
significant impact on some
entities, particularly those in
industries such as telecom and
software.
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11. Segmental analysis

IFRS 8 Operating Segments
IFRS 8 aims to be flexible, using a ‘through the eyes of
management’ approach, with the information reported
being that which the Chief Operating Decision Maker
(CODM) uses when making decisions, even if this is not
prepared on an IFRS basis.

In the current year, three companies revised their
segment presentation to reflect changes in their
operational structure and activities.

For one company, the number of segments disclosed
was reduced as a result of further aggregation. 
The remaining companies, following the acquisition 
of an entity, entered into a new business area and
therefore added one or two segments.

How is the CODM defined?
The management approach relies on the structure of
the organisation and the internal operating reports
typically used by the CODM, who determines the
allocation of resources and assess the performance 
of the operating segments. 

The CODM of an entity may be its CEO or COO but, for
example, it may also be a group of executive directors
and others.

Most companies (47%) reported the management
committee or executive committee to be the CODM as
illustrated in figure 33. Five companies in the sample
did not specifically disclose how the CODM 
was defined; this information is however not required
by the standard.

• 70% of surveyed companies identified business
segments as their reporting format.

• Most companies disclosed between one and
four reportable segments.

• Three companies revised their segment
presentation in the current year to reflect
changes in their operational structure and
activities. 

• Comparison with disclosures in other countries
revealed significant diversity.

Figure 33. How is the CODM defined?
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Segment presentation
As would be expected from information which is used
for internal purposes, there is a great deal of variety
amongst the companies surveyed. 

Figure 34 shows the reporting format used.

Figure 34. What reporting format has been used?
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The majority (21) of companies reported their segments
on the basis of business segments. Six companies used
geographical segments and the remaining three
companies reported a mixture of geographical and
business segments, which is allowed under IFRS 8
provided this is the information reported to the CODM.
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How many segments?
The number of segments reported ranged from one to
10 segments with an average of four being reported,
unchanged from prior year. Of the companies surveyed,
83% identified two or more segments. One third of the
companies reported the performance of their business
using 5 segments or more as illustrated in figure 
35. This measure excludes unallocated or central
corporate segments.

Measure of segment result
IFRS 8 allows the reporting of any measure of segment
profit and loss as long as that measure is reviewed by
the CODM. As a consequence, entities have more
discretion in determining what is included in segment
profit or loss under IFRS 8, limited only by their internal
reporting practices.

We noted that 23% of the companies surveyed
disclosed non-GAAP measures as segment results and
that 77% used net income or operating profit as the
measure of segment profit.

These non-GAAP measures typically included operating
profit before non recurring items or EBITDA; in which
case, reconciliation between the information disclosed
for reportable segments and the aggregated
information in the consolidated financial statements
was provided. 

The flexibility offered by IFRS 8 in terms of
measurement of segment result is illustrated in the
Annual Report of Nobel Biocare which discloses
business contribution as the measure of segment
performance with reconciliation to both operating
profit and net profit before tax. Business contribution
excludes amongst others functional costs, depreciation,
amortisation and impairment losses as well as share-
based payment expenses.

Figure 35. How many segments were identified?
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Entity-wide disclosures
IFRS 8 requires additional information such as
geographical information, information about products
and services and major customers to be disclosed in the
segment note. One specific requirement is to disclose
the revenues attributable to the entity’s country of
domicile. 29 companies (97%) provided this information
and 28 (93%) of them also present material sales by
country as required by the standard. Furthermore,
information about dependence upon external
customers should also be indicated. 

In situations where revenues from a single external
customer amount to 10% or more of the entity’s total
revenues, the company is required to disclose this fact,
the total amount for each such customer and the
identity of the segment or segments reporting the
revenues. 

In our sample 18 companies (60%) of the companies
indicated that they do not have any major external
customers as illustrated in figure 36.

Although the IASB has stated that confidentiality
should not be taken into account when preparing
these disclosures, it should be noted that such
information may include details which companies
prefer not to publish.

Nobel Biocare, Annual Report 2011

We noted that 23% of the companies surveyed
disclosed non-GAAP measures as segment results
and that 77% used net income or operating profit
as the measure of segment profit.
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Figure 36. Has the company a single customer representing 
more than 10% of total revenues?
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SIX specific guidance
In 2010 segmental reporting was an area of focus
for SIX Exchange Regulation, amid concerns that
some companies could try to avoid disclosing
internal information as they fear this could be
commercially sensitive.

The regulator notes in its Circular No.2 on IFRS that
the aggregation of reporting segments is
permissible under certain circumstances, but that if
there is a marked difference in operating margins
between two operating segments, these criteria will
generally not be met. 

It also notes the requirement for the reconciliation
of segment profit or loss with the result for the
entity as a whole, with material reconciling items
presented separately. 

In order to reduce the risk of challenge from the
regulator, a single story should be told to the users
of the financial statements throughout the annual
report. Linking the narrative reporting to the
financial statements in this way is paramount. 
It should be noted however that, even though
application of IFRS 8 has been an area of focus for
the SIX, no official sanctions have been published
with regards to these disclosures as at June 2012.

Swatch, Annual Report 2011

Six companies indicated that an external customer
represents more than 10% of their sales. For five of
them, the major customer represents between 10% and
15% of their total sales. For the remaining one, the
major customer represents 19% of their sales. A good
example of geographical and major customer
information can be seen in Swatch Group report.
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International comparison 
Entity-wide disclosures
One disclosure where Swiss companies provide more detail than the other companies in Europe is their reliance on major customers.
80% of the companies surveyed included a statement in the financial statements disclosing details of major customers, or disclosing
that there were no major customer relationships in the period. This percentage is lower in France, Germany and the UK with 58%,
33% and 40% respectively.

How is the CODM defined?
Most Swiss companies (83%) reported the Chief Operating Decision Maker. This common practice, which is not a requirement under
IFRS, implies that Swiss companies are more transparent in this respect than those in neighbouring countries, as the percentages fall
in both France (69%) and Germany (46%).

10% of the Swiss companies provided mixed segment information, compared with 37% of French companies and 42% of German
companies. Segment information is more detailed in these countries with results and main indicators presented both for business
segments and geographical segments. The majority of companies in the four countries reported their segments on the basis of
business lines. We noted in particular that in Germany no company used geographical segments.

How many segments?
The number of segments reported in Switzerland ranged from 1 to 10 segments with an average of 4 being reported. This is
consistent with the segmental information provided by companies in France, Germany and UK, as illustrated in figure 38. 

Measure of segment result
In Switzerland, 23% of the companies surveyed disclosed non-GAAP measures as segment results. This proportion is contrary to the
practice in Europe where companies regularly use non-GAAP measures. In France, 80% of companies used non-GAAP measures,
which is consistent with their use on the face of the income statement. Additionally, even if German companies do not present non-
GAAP measures on the face of the income statement, 63% used them for their segment results, with an appropriate reconciliation
disclosed.

Figure 38. How many segments were identified?
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Figure 37. Does the company have a single
customer representing more than 10%
of the total revenues?
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IFRS 3 Business Combinations includes a general objective
to disclose information that enables users of the financial
statements to evaluate changes in the carrying amount of
goodwill during the period. Further information about the
recoverable amount and impairment of goodwill must
also be disclosed in accordance with IAS 36 Impairment
of assets. Over the course of the last three years,
economic conditions have had an impact on company
results and the need for transparent goodwill impairment
disclosure has increased accordingly. 

Goodwill – allocation
97% of the companies included in the sample had
goodwill on their balance sheets. Of these companies,
76% disclosed the allocation of goodwill across cash
generating units (CGUs), although three companies did so
only for the largest balances, while further companies
grouped small amounts of goodwill into ‘other’. We
noted that three companies did not provide the allocation
by CGUs nor by segments, which is a requirement of IFRS.

Figure 39 shows the variety in the number of CGUs
disclosed. Two companies stated that they had allocated
goodwill to more than 50 CGUs – these companies
presented detailed information for the most significant
goodwill items only, making up around 50% of the
balance in each case. 

12. Goodwill and intangibles

• 97% of companies had goodwill.

• 76% of relevant companies disclosed an
allocation by cash generating unit but of these
only 41% clearly gave the allocation by segment.
7% of the relevant companies 
only disclosed an allocation by segment.

• 90% of companies with goodwill apply value in
use to calculate its recoverable amount and 97%
revised their discount rate in the current year.

• 86% (25 companies) provided sensitivity
disclosures; of those, only one company provided a
full analysis, 13 gave specific information and 
11 included a more standard comment.

• Nine companies recorded goodwill impairment in
the current year compared to 5 companies in the
prior year.

• A lower proportion of Swiss companies recorded
goodwill impairment compared with other
European countries.

No further disclosures for the remaining balance were
made. The average number of CGUs disclosed,
excluding those with goodwill who did not disclose any
information regarding the CGUs, was 10. If the two
companies with the large number of CGUs disclosed as
above are excluded, the average number of CGUs falls
to six. 

Figure 39. How many CGUs has goodwill been allocated to?
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17 companies (59% of relevant companies) provided
additional information on the allocation of goodwill to
segments, although in many cases CGUs and segments
were identical. Among these companies, two disclosed
only the allocation by segments.

Goodwill – impairment review
Disclosure of the basis used to measure recoverable
amounts of CGUs containing goodwill is a requirement
of IAS 36. The recoverable amount for an asset or a
CGU is the higher of its fair value less costs to sell and
its value in use. Entities are required to disclose which
method has been used to determine the recoverable
amount.

By far the most common basis on which a CGU’s
recoverable amount had been determined was value in
use, with 90% of all companies with goodwill following
this approach. One company indicated that it calculated
both value in use and fair value less costs to sell;
however the detailed disclosures presented by this
company regarding the application of fair value less
costs to sell indicated in our view that it was actually
using value in use. One company stated that it first
used value in use to determine the recoverable amount,
with fair value less costs to sell only if this test indicated
impairment. One company used value in use for one of
the goodwill and fair value less costs to sell for the
other one. 
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All companies with goodwill disclosed the key
assumptions (other than discount rate) on which
management based its cash flow projections. 
The quality and quantity of these disclosures varied
significantly, with some companies providing only
narrative assumptions with others providing also
quantitative data. Six companies were identified which
did not provide details of the long-term growth rate,
despite the fact that this is a requirement of IFRS. 

Compliance with the requirement of IAS 36 to disclose
the period over which the cash flows have been
projected was met by all of the companies with
goodwill in our sample except one.

Four companies (13%) assessed their recoverable
amounts using cash flow projections over a period 
of greater than five years. Two of these met the
requirement to provide an explanation of why the
company is using a period greater than five years.

All relevant companies disclosed the discount rate they
used in their value in use calculations. Five companies
appear to use the same discount rate for all cash
generating units, which is appropriate only if the CGUs
were faced with the same risk profile. 

Discount rate assumptions were revised in the current
year by 97% of the relevant companies. Figure 40
discloses the change in discount rate.

IAS 36 contains further sensitivity disclosure
requirements where a reasonably possible change of
key assumptions would cause the unit’s carrying
amount to exceed its recoverable amount. 

Of the 29 companies with goodwill, 25 companies
(86%) included such sensitivity disclosures. Of these
companies making these disclosures this year, 
22 reported that reasonably possible changes of key
assumptions would not cause the unit’s carrying
amount to exceed its recoverable amount. 

Goodwill impairment testing disclosure requirements
can be onerous. A good example of such disclosures 
is provided by Aryzta, as shown below.

Figure 40. How did the discount rate change in 2011 
comparing to last year?
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Aryzta, Annual Report 2011

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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Impairment charge
The difficult economic environment experienced by
many companies over the past few years could have led
to an increase in the frequency of impairment charges
recorded by these companies. Surprisingly, this was not
the case in 2010 with only five companies recording
goodwill impairment; however, in 2011 more
companies (nine) recorded a goodwill impairment
charge during the period under review. These charges
ranged from 0.06% to 36% of net book value. The
largest impairment charge was recorded by a company
which is part of the SMI, however this charge is not the
highest percentage of net book value. 

In total, the companies in our sample presented
goodwill with a carrying value of CHF 96 billion (before
impairment) of which CHF two billion was impaired
(2%) in the current year.

Intangibles
All companies included in the sample recognised
intangible assets, other than goodwill, on their
statement of financial position. The number of classes
of intangibles ranged from one to eight with an
average of three across all companies.

For each class of intangible, IAS 38 Intangible assets
required disclosure of whether the useful lives are
indefinite or finite, the amortisation rates used where
the useful lives are finite and the reasons supporting 
the assessment of indefinite useful life.

Research and development
77% of the sampled companies disclosed the aggregate
amount of research and development (R&D) charged as
an expense in the year. The remaining 23% were silent
on the matter, thus it is not possible to conclude
whether any such expenditure was incurred. 

Insight – Considering impairment in 
turbulent times
Information about asset impairments will be critical
in helping investors and others understand the
impact of the current Eurozone crisis on an entity’s
financial performance and position. 

At a time of falling markets, it is critical for
preparers of financial statements to reassess the
recoverability of any goodwill balances. Disclosure
of the basis on which the recoverable amount has
been measured, i.e. value-in-use or fair value less
costs to sell, and the key assumptions used to
determine that value must be provided in sufficient
detail. For example, providing the specific
assumptions for material cash-generating units,
rather than a range of assumptions across cash-
generating units, makes it easier for a reader to
assess the recoverability.

Careful consideration of the cash flow projections,
discount rates and ‘current’ sales prices used in
value-in-use calculations will be critical in terms of
their supportability and reasonableness given
market conditions.

Key principles to bear in mind include:

• estimated cash flows and discount rates should
be free from both bias and factors unrelated to
the asset in question;

• estimated cash flows or discount rates should
reflect a range of possible outcomes, rather than
a single, most likely, minimum or maximum
possible amount;

• cash flow projections should be based on most
recent financial budget/forecasts approved by
management, covering a maximum period of five
years, unless a longer period can be justified.

In total, the companies in our sample presented goodwill with a
carrying value of CHF 96 billion (before impairment) of which CHF
two billion was impaired (2%) in the current year.
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International comparison 
Among the Swiss companies surveyed, 97% had
goodwill on their balance sheets. This proportion
is consistent with the other countries in Europe,
as 100% of French and German companies and
82% of UK companies had goodwill. 

Goodwill-allocation
The majority of these companies disclosed the
allocation of goodwill across CGUs: 76% in
Switzerland, 57% in France, 54% in Germany
and 80% in UK. Percentages in France and
Germany are lower, but on the other hand,
French and German companies disclosed the
segments to which goodwill has been allocated,
57% and 42% respectively. The average number
of CGUs disclosed, excluding companies with
goodwill who did not disclose any information
regarding the CGUs, was 10 in Switzerland, 
15 in France and 11 in Germany. Only the UK is
differentiated with an average of 5.

Goodwill – impairment review
For the impairment review of goodwill, the most
common basis on which a CGU’s recoverable
amount had been determined was the value in
use, with 90% of all companies with goodwill in
Switzerland following this approach. This is also
the most common basis used in France, with
86% and in Germany, with 63%.

The key assumptions on which management
based its cash flow projections have been
disclosed by the majority of companies in
Switzerland as is the case elsewhere in Europe.

Of the companies with goodwill in Switzerland,
100% met the requirement of IAS 36 to disclose
the period over which the cash flows have been
projected. This is higher than the percentage in
Europe, with 94% in France, 96% in Germany
and 88% in the UK respectively. 13% of Swiss
companies that had goodwill assessed its
recoverable amount using cash flow projections
over a period greater than five years. 
There is no consistency in Europe, where 31% of
French, 4% of German and 9% of the UK
companies using such extended period.

Figure 41. Were the growth rates and the discount rate disclosed? (%)
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The long term growth rate used in the impairment
calculation was disclosed by 79% of relevant Swiss
companies and the discount rate by 100%. As
shown in figure 41, these high proportions are
consistent with the trend in Europe.

Impairment charge
In Switzerland, 31% of the relevant companies
recorded a goodwill impairment charge during the
period under review. This is less than companies in
France and Germany which appear to have been
more impacted by the difficult economic
environment and where respectively 54% and 39%
of the companies recorded an impairment charge.
Of the companies surveyed in the UK, only 16% of
the UK companies have impaired goodwill. This
lower percentage is possibly explained by the fact
that our sample is based on 2010 financial
statements for British companies and on 2011
financial statements for the other countries.

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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However, the percentage of goodwill which was
impaired was consistent throughout Switzerland, 
France and Germany, as shown in the table as
follows:

Carrying value of 
goodwill

Impairment charge in the
current year

Switzerland CHF 96 billion CHF 2 billion (2%)

France EUR 310 billion EUR 2.4 billion (1%)

Germany EUR 162 billion EUR 4.0 billion (2%)

Intangibles
Other than goodwill, all Swiss companies
surveyed recognised intangible assets on their
balance sheets. This is consistent in France and
Germany where 100% disclosed other classes of
intangibles. The only difference is in the UK
(85%) where 15 companies did not disclose
other intangibles.

The number of classes of intangible assets
(excluding goodwill) in Switzerland ranged from
1 to 8 with an average of 3 across all companies,
which is consistent with the information
provided by the British companies. More detail
has been disclosed by France and Germany as
the range was between 1 and 13 and between 
1 and 11 respectively, with an average of 4 in
both countries.

… companies in France and
Germany which appear to have
been more impacted by the
difficult economic environment
and where respectively 54% and
39% of the companies recorded
an impairment charge.
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IFRS 7 Financial instruments: Disclosures prescribes
comprehensive disclosures for financial instruments. 

The standard requires entities to provide disclosures that
enable the users to evaluate the significance of financial
instruments for their financial position and performance
as well as the nature and extent of risks arising from
financial instruments.

IAS 39 Financial Instruments: Recognition and
Measurement, which establishes principles for
recognising and measuring financial assets, was
applicable during 2011. Alternatively, companies were
able to choose to early adopt IFRS 9 Financial
Instruments: Classifications and Measurements; one
company, Swatch, chose to do so.

Financial risk management disclosures
The IFRS 7 standard does not stipulate that all of the
disclosure requirements must be disclosed in one note.
As a result, it is common for these disclosures to be
presented across several notes. 

Financial instruments and risk management disclosures
were on average 8 pages long in 2011, unchanged
from the previous year. The number of pages ranged
from 3 pages to 17 pages. 

The number of pages in the notes to the financial
statements which related to IFRS 7 disclosures is shown
in figure 42. 

13. Financial instruments and financial
risk management

• The volatility of the Swiss Franc had a negative
impact on most companies’ sales growth with
an average impact of -6.9%. 

• Currency sensitivity analyses still used low shift
values compared to fluctuations in foreign
exchange rates.

• Many companies took advantage of low
interest rates to renew long to medium-term
debt arrangements and to decrease the
nominal amount of debt.

• 87% of companies elected to apply IAS 39
hedge accounting.

• One company has early adopted IFRS 9.

Figure 42. How long are the identified notes on financial 
instruments?
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Fair value disclosures
Enhanced disclosures about fair value measurements
were introduced in the wake of the 2008 financial
crisis. Assets and liabilities measured at fair value are
classified according to the following hierarchy. 

Level 1: Quoted prices (unadjusted) in active markets 
for identical assets or liabilities.

Level 2: Inputs other than quoted prices included
within level 1, that are observable for asset and liability,
either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

Level 3: Inputs for the assets or liabilities that are not
based on observable market data (unobservable inputs).

As illustrated in figure 44, 80% of companies disclosed
fair value level 1, 93% disclosed fair value level 2,
whereas less than half of companies (40%) disclosed
level 3 instruments.

Figure 43. What fair value levels are applicable?
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The latter is a relatively high proportion considering that
the survey excluded financial institutions, which are
more likely to hold these types of instruments. The
average fair value of level 3 financial assets is 21% of
the total fair value of assets, however this average is
made up of a range of values from 0.5% to 83%.
Where details are given, these instruments tend to be
investments in unlisted companies or investment funds.

Two companies (7%) did not give any such disclosure.

Financial Risk management: nature and risks
IFRS 7 requires companies to provide information to
enable users of the financial statements to evaluate 
the nature and extent of risks arising from financial
instruments. 

All companies in our sample managed their foreign
exchange risk, and 67% interest rate risk. Those
proportions fall to 50% for commodity price risks, and
to 43% for equity price risks. 

The table below illustrates the annualised appreciations
and historical volatilities of Euro, U.S. Dollar and British
Pound against Swiss Franc in 2010 and 2011. 

Figure 44. Nature of market risks hedged by companies?
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Foreign exchange risk
Multinational companies are exposed to the volatility of
foreign currency exchange rates, which directly affect
revenues, net income as well as the valuation of assets
and liabilities. 

Evolution of the Swiss Franc
In 2010, the Swiss Franc strengthened significantly
against other currencies, such as Euro, US Dollar and
British Pound, with a somewhat high level of volatility.
In 2011, the movements of the Swiss Franc against
other currencies were quite neutral on a year-to-year
basis but significant levels of volatility were experienced
during the period.

In 2011, the value of the Swiss Franc against the Euro
increased by 2.7% with a level of volatility of 18.8%.
The appreciation of the Franc against the US Dollar and
the British Pound was less marked, but the volatility
during the year remained significant, being 20.5% and
19.1% respectively. 

The foreign exchange rates for these currencies against
the Swiss Franc are illustrated below.

Since January 2010, the Swiss Franc has continuously
appreciated against the Euro, the U.S. Dollar and the
British Pound with record fluctuations in summer 2011.

The 30 days implied volatility for these currencies
against the Swiss Franc are illustrated in figure 47.
During the summer of 2011, we noted significant peaks
of volatility reaching up to 25%.

Figure 46. Exchange rate movements for the Swiss franc
against selected currencies

CHF-EUR CHF-USDCHF-GBP

Source: Thomson Reuters Datastream (as of 31 March 2012)
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Figure 45. Annual change and historical volatility of
EUR/CHF AND GBP/CHF in 2010 and 2011

  Currency

Annualised 
return

Historical
volatility

2010 2011 2010 2011

EUR/CHF -15.6% -2.7% 12.9% 18.8%

USD/CHF -9.6% 0.6% 13.7% 20.5%

GBP/CHF -12.7% -0.4% 12.4% 19.1%
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The intervention of the Swiss National Bank (SNB) on
September 6, 2011, in order to put a floor at 1.20 on
the Euro/CHF exchange rate, contributed to the
stabilisation of the Swiss currency against the Euro, 
U.S. Dollar and British Pound and the reduction of the
inherent volatility.

Given the chaotic evolution of Swiss Franc exchange
rates in 2011, following strong appreciation in 2010, 
it is interesting to look at how companies have
disclosed foreign currency risk management during
that year. 

Foreign Exchange Risk Management
83% of the companies in our sample used the Swiss
Franc as the presentation currency, whereas 10% used
Euro and about 7% U.S. Dollar.

The currencies hedge by the 83% of companies using
Swiss Franc are presented below.

Based on financial statements of the sampled
companies, we observed no significant changes
compared to 2010. Most of the companies in our
sample hedged foreign exchange risk using futures and
forwards contracts (93%). About two-thirds (67%) used
natural hedges to cover their positions. More than a
half (60%) used options and more than a third (40%)
employed swaps. These figures are illustrated in the
table below.

Figure 48. Top hedged currencies against Swiss Franc?
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The use of natural hedging, where receivables and
payables accross the group are ‘matched’ by currency,
could be a good opportunity for multinational
companies to manage foreign exchange risk. 
Although changing the natural hedge within the
structure of a business can be complicated, it could 
lead to significant benefits in long run.

Sensitivity Analyses
All companies included in our sample disclosed their
foreign exchange exposures in the annual report.
Companies performed scenarios with estimated
reasonable changes in value by currency to determine
the potential impact on their profit and loss. These
percentage changes were on average 8.1% for
currencies such as Euro, US Dollar and British pound, 
a result which is unchanged from the prior year. 

Figure 49. Methods used to hedge foreign exchange risk

Natural hedge 67%

Forward contracts 93%

Swaps 40%

Options 60%

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times

0

5

10

15

20

25

30

01/2010 06/2010

EURCHF

USDCHF

Figure 47. Evolution of 30 days implied volatilities for EUR/CHF,
USD/CHF and GBP/CHF from 01.01.2010 to 30.06.2012
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The table below shows information on values that were
used to evaluate the potential impact of foreign
exchange rates.

Nevertheless, given the more stable regime of the
currency since the intervention of the SNB, these 
non-adjusted values on the Swiss Franc exchange rates
may be considered sufficient by most companies for
assessing potential future movements as that regime is
expected to remain in place for the foreseeable future.

Figure 51 shows CFOs’ anticipation of the evolution of
the EUR/CHF exchange rate before and after the
intervention of SNB, and in the latest survey.

Just after the SNB intervention, we noted that 78% of
Swiss CFOs expected a EUR/CHF foreign exchange rate
at least greater than 1.20, compared to only 27%
before the intervention. By December 2011, 88% of
CFOs expected an exchange rate of at least 1.20 CHF
for the Euro in 12 months time.

With regard to budgeting for 2012, the EUR/CHF
foreign exchange rate was assumed to be, on average,
1.22, with 82% of CFOs believing that the SNB was
able to keep the exchange rate above 1.20. 

With this in mind, it is reasonable to question whether
sampled companies will reduce their efforts to hedge
EUR/CHF exposures in 2012, or whether they will take
the opportunity of low volatility to buy options as an
insurance against extreme risk scenarios. 

Revenue growth
The impact of the strengthening of the Swiss Franc is
also very significant when communicating financial
performance such as revenue growth.

Figure 50. Possible variations used (in absolute values)
versus 2011 actual maximum variations of Foreign
exchange against Swiss Franc 

  Currency
Variations applied (absolute values) Maximum

volatility
in 2011Min Average Max

EUR 1% 7.7% 16.3% -18.0%

USD 1% 8.6% 16.0% -22.7%

GBP 1% 7.9% 16.6% -19.9%

Compared to our prior year survey, most companies
performed the sensitivity analysis in 2011 using the
same values as in 2010, apparently without taking into
account the strong volatility of Swiss Franc against
other currencies in the last two years. For instance,
companies stressed EUR/CHF rates using an average
shock value of 7.7%, whereas the EUR/CHF exchange
rate dropped by 18% from January to August 2011. 

Figure 51. Reduced confidence

Exchange rate expectations for the Swiss Franc/euro in 12 months

21%

Below
CHF 1.10/EUR

Between
CHF 1.10-1.20/EUR

Between
CHF 1.20-1.30/EUR

Above
CHF 1.30/EUR

7%
3% 2%

53%

15%
8% 9%

24%

78% 77%

88%

3% 0%

11%

1%

Q3 2011 up to 5 September Q3 2011 from 6. September Q4 2011

Q1 2012

Note: Survey results for the third quarter differentiate responses obtained before and after the 
implementation of the exchange rate floor by the Swiss National Bank on 6 September 2011.

1%

57%

37%

6%

Q2 2012 

The impact of the strengthening
of the Swiss Franc is also very
significant when communicating
financial performance such as
revenue growth.
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The extract below from Kudelski’s annual report,
illustrates the disclosure of its sales growth in 2011. 

Figure 52. Extract of Kudelski’s Annual Report 2011

All of the sampled companies provided sales growth
both on a nominal currency basis and on 
a constant currency basis. In the previous year, only
63% of sampled companies had reported constant
currency values. It can therefore be concluded that
companies were more concerned in 2011 about the
impact of Swiss Franc appreciation on sales growth and
wanted to ensure transparent financial communication. 

The table below shows the average and median
constant currency growth versus nominal sales growth
realised by companies in 2010 and 2011.

Growth
sales

Average Median

2010 2011 2010 2011

Nominal
growth

9.1% 5.2% 2.0% 1.1%

Constant
currency

10.9% 12.1% 5.5% 9.4%

Difference -1.8% -6.9% -3.5% -8.3%

Figure 53. Sales growth in 2010 and 2011

These differences illustrate the negative impact 
of the volatility of the Swiss Franc on sampled
companies’ revenues growth.

The diagram below illustrates the distribution of
constant currency growth versus nominal growth of
sales realized by companies in 2011. Based on our
analysis, companies in our sample have been penalized
to a greater extent by Swiss Franc volatility than by
Swiss Franc appreciation. This could be due to a
combination of import and export activities, to the
timing of exposures to currency risks and to other
natural hedge effects on companies’ sales results.

Figure 54. Distribution of sales growth at constant currency
vs nominal sales
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The intervention of the SNB in 2011 may have
benefited many companies in terms of reducing
uncertainty of budgets and forecasts.

Foreign operations: CTA impact on reported equity
The inclusion of the financial results of foreign
operations in the consolidated financial statements
triggers foreign exchange gains/losses, referred to as
Currency Translation Adjustment (CTA). In the current
market conditions, CTA may have a significant impact
on the reported equity of the group.

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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Compared to the 2010 survey, no significant differences
in the ratios of CTA over Equity were observed. The
high volatility of the Swiss Franc still had a significant
negative impact on the equity of surveyed companies.

Therefore, as a result of the high level of volatility in the
Swiss Franc exchange rate in 2011, sampled companies
may consider finding new solutions for the coming year,
in order to reduce the impact on their total equity. For
instance, a multinational company’s treasury
department could apply hedge accounting and define a
net investment hedge relationship, i.e. hedges of the
net investments in foreign operations. Although in
practice the net investment hedge would be difficult to
implement, it could potentially improve the efficiency of
the company’s foreign exchange hedges.

Interest rate risk
Interest rate risk and liquidity risk are closely related to
the debt structure of a company. 

Evolution of Interest Rates
Although Swiss interest rates were already historically
low in 2010, they decreased even further after the
intervention of the SNB and became historically lower 
in 2011. 

The following table illustrates the evolution of Swiss
short term interest rates (LIBOR CHF 12M) as well as the
spread against medium term (SWAP CHF 3Y vs 1M) and
long term (SWAP CHF 5Y vs 1M) interest rates.

Figure 55. Impacts of cumulative translation adjustment
on equity

Cumulative
translation
adjustment

Proportion of
companies

Result on 
equity

Positive impact 12% 6%

Negative impact 88% -18%

Global impact 100% -12%

The ratio of CTA over equity provides an interesting
indication about the impact on total equity of the gain
or loss due to fluctuations of Swiss Franc against other
currencies. Considering only those groups with a CHF
presentation currency, this ratio has a negative impact
on equity of -15% on average. Only a few companies
(12%) benefited from a positive effect with an average
impact of 6% on equity. A large majority (88%) were
severely penalized by foreign exchange fluctuations
with an average impact of -18% on total equity. 

Figure 56. Ratio of CTA to total equity
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Swiss interest rates
and spreads 31.12.09 31.12.10 31.12.11

LIBOR CHF 12M 0.64% 0.52% 0.33%

SWAP CHF 3Y-1M 0.92% 0.68% -0.05%

SWAP CHF 5Y-1M 1.42% 1.17% 0.38%

The ratio of CTA to total equity is presented in 
figure 56.
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Figure 59. Distribution of debt growth?
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Swiss short term interest rates and spreads with
medium and long term maturities slightly decreased in
2010, and strongly decreased in 2011, after a period of
increase in early 2011, to reach historically low levels in
December 2011. At the end of the year, spreads on
medium-term interest rates even became negative at -
0.05%, whereas spreads on long term rates fell to
0.38%. This significant decrease in interest rates at the
end of 2011 came after the SNB intervened on the
Swiss Franc to impose a floor. 
The graph below shows the evolution of those rates 
in 2010-2012. 

In 2011, a significant difference between the amount of
average debt (CHF 3,750m) and median debt
(CHF 809m) was observed. Although the average
amount of debt has slightly decreased in 2011 (-1%),
this reduction was not representative for all sampled
companies, where 13 reduced their debt by more than
10% and 5 more than doubled their borrowings. 

These differences reveal that the distribution of debt
amounts among companies is uneven and that only
few companies have high amounts of debt. 

The distribution of surveyed companies by growth of
debt in 2011 is presented in figure 59 below. 

The median growth was negative at -7%, and 43% of
sampled companies have decreased the amount of debt
by between 0% and 20%. It is interesting to note that
20% of companies have significantly increased their
debt by more than 40%.

Figure 57. Evolution of Swiss Interest Rates for from
01.01.2010 to 30.06.2012

Debt Evolution
All of the sampled companies have reported the
amount of their debt in 2011 and have presented the
detailed structure of their debt by maturity.

The average and median amount of debt for surveyed
companies in 2010 and 2011 are illustrated in the table
below.

Amount of debt 2010 2011 Evolution

Average debt (MCHF) 3,805 3,750 -1%

Median debt (MCHF) 639 809 27%

Figure 58. Average and median amount of debt in 2010
and 2011

Average debt levels may be due to general concerns
about credit, counterparty and liquidity risks that
characterised the last couple of years and that 
penalized borrowing and lending activities. However,
some other companies have also taken the opportunity
of low interest rates environment to increase debt at
reduced cost.

Finally, it is important to highlight that for the 83% of
surveyed companies which have their reporting currency
in CHF, the reduction of debt could be partially due to
the strong volatility of the Swiss Franc and its
appreciation versus Euro and US Dollar, which would
have resulted in lower CHF values of EUR and USD
debts once translated into the reporting currency. 
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In 2011 the proportion of medium term debt (due in
one to five years) has slightly increased and still
represents a large majority with 45% of the total
volume. Long-term (more than five years) debt has
however decreased and represents 25% of total debt,
whereas short-term (less than one year) debt has
increased to 30%.

Deloitte Swiss CFO surveys provides insights on CFO’s
assessment of cost and availability of credit financing. 

The graph below illustrates the number of CFOs who
considered credit financing to be costly/cheap and
available/hard to get. 

Regarding the availability of credit financing, in Q4
2011, CFOs considered that the availability of credit
was worse than the previous quarters, and this was the
worst result since Q3 2009. 

As regards to the cost of credit, a large majority of
CFOs considered credit financing to be cheap. This
result is not surprising, considering the low interest
rates as seen in previous section. 

Debt Maturity
Regarding the debt maturity of sampled companies, the
pie charts in figure 63 illustrate the proportion of the
debt structure by maturity in 2010 and 2011. 

Figure 60. Cost and availability of credit financing

Source: Deloitte CFO Survey Q4 2011

Figure 61. Proportion of debt by maturity for sampled 
companies?
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Given the environment of low and decreasing interest
rates in Switzerland, companies in our survey appear to
have been more attracted by medium and longer term
debt than shorter term in 2011.

Interest Rate Risk Management
In addition to decisions on debt volume and structure,
companies can apply risk management strategies to
hedge interest risk, 67% of them actively managed this
risk. 
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Among the companies actively managing their interest
rate risk, a large majority (84%) hedged both their
floating to fixed and fixed to floating debt positions,
whereas a minority of them (11%) hedged only their
floating to fixed debt, and very few of them (5%)
hedged only their fixed to floating debt.

Several types of derivative financial instruments were
used by sampled companies, essentially swaps (90%) 
but also a small proportion of Forward Rate Agreements
(35%) and Options (20%). These figures, which are
illustrated in the table below, did not significantly change
compared to last year’s survey.

The types of derivative financial instruments used for
commodity price risk hedging are illustrated in the table
below.

Figure 62. Proportion of financial instruments used to
hedge interest rate risk

Financial instruments Proportion

Forward rate agreement 35%

Swaps 90%

Options 20%

Price risk

Commodity Risk
The continuing volatility of commodity prices usually
impacts the cost structure of most businesses and may
require companies to reconsider their approach to risk
management. 

Half of the companies in our sample had commodity-
related activities, such as physical trading, refinery,
distribution or simply end-user. 50% reported being
significantly impacted by this risk, and actively
managing it. 

Due to increasing fluctuations in commodity prices, all
of the companies that reported being impacted by
commodity price risk have used derivative financial
instruments to hedge this risk. 

Figure 63. Proportion of financial instruments used to
hedge Commodity price risk

Financial instruments Proportion

Forward rate agreement 73%

Swaps 18%

Options 45%

Equity Risk
43% of sampled companies mentioned being exposed
to equity price risk.

The risk of changes in equity prices is managed by
derivative financial instruments, such as options on
equity securities. All the sampled companies which
hedged equity price risk used options.

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times

Half of the companies in our sample had
commodity-related activities, such as physical
trading, refinery, distribution or simply end-user.
50% reported being significantly impacted by this
risk, and actively managing it. 
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Liquidity Risk
All surveyed companies mentioned liquidity risk in their
annual report. 

Liquidity risk stems from the lack of marketability of
investments that cannot be bought or sold quickly
enough to prevent or minimize a loss. 

Managing liquidity risk implies maintaining sufficient
cash and marketable securities, the availability of funds
through an adequate amount of committed credit
facilities and the ability to close out market positions. 

Risk Measures
In IFRS 7, for each type of market risk, the entity is
required to disclose a sensitivity analysis showing the
potential impact on profit & loss and equity of possible
changes in key risk variables.

As an alternative to the sensitivity analysis, disclosure
may be provided in the form of a value-at-risk (VaR)
analysis that reflects interdependencies between risk
variables. These proportions of companies using these
methods are indicated in figure 66 below.

A large majority (76%) of sampled companies disclosed
the sensitivity analysis only, and a minority (7%) the VAR
analysis only. Just few of the surveyed companies (17%)
used both risk measures. These statistics were very
similar to those in our prior year survey.

Figure 64. Risk measures of sampled companies 

Risk measures Ratio

VAR analysis only 7%

Sensitivity analysis only 76%

Combination of VAR & Sensitivity 17%

Figure 65. What type of IAS 39 hedge accounting is applied?
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Hedge accounting
Applying IAS 39 hedge accounting is voluntary. 
When an entity wishes to apply hedge accounting, it
must formally document in writing its intention to apply
it prospectively. Additionally, hedge accounting must be
consistent with the entity’s established risk management
strategy and appropriate hedge documentation and
effectiveness testing must be in place. 

An expected consequence of these onerous conditions is
that derivative financial instruments were also commonly
used to “economically” hedge an exposure without
applying IAS 39 hedge accounting requirements.
Consequently, these derivatives were re-measured at 
fair value with movements recorded directly in the profit
or loss.

Hedge accounting has been applied by 87% (80% in
2010) of sampled companies. IAS 39 recognises three
types of hedge accounting depending on the nature of
the risk exposure:

• Fair Value Hedge.

• Cash Flow Hedge.

• Net Investment Hedge.

Cash flow hedging was the most frequently used by
surveyed companies at 87%; whereas fair value
hedging was used by 60% of companies and net
investment hedging by 30%. Figure 65 illustrates the
types of hedge applied by the companies surveyed in
2010 and 2011.

Cash flow hedging was the most frequently used by
surveyed companies at 87%; whereas fair value
hedging was used by 60% of companies and net
investment hedging by 30%.
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• Simplification of the rules on hedges of group of
items and net positions; and

• Extended disclosures for more transparency.

The IASB emphasised the importance of aligning
financial reporting with company’s risk management
objectives. These changes will have a significant impact
on companies that already apply hedge accounting, as
well as companies that have not applied it yet, as the
criteria under the current rules were considered too
onerous.

The adoption and implementation of a hedging
strategy enables companies to reduce volatility, secure
their commercial margins, achieve their budget,
improve their planning of short and long-term loans,
and improve the visibility of their business model and
reassure their stakeholders.

Compared to the prior year survey, we noted an
increase and a diversification in the application of
hedge accounting, as the number of companies in our
sample applying IAS 39 hedge accounting increased. 

Looking forward 
IAS 39 is currently subject to a review project by the
IASB in 3 phases.

In August 2011, the IASB announced that the target
mandatory effective date of 1 January 2013 was
postponed to 1 January 2015.

Phase I: Classification and measurements – deals with
the classification and measurement requirements for
financial assets and liabilities. The final standard was
issued in October 2010. Phase 1 was recently 
re-opened and a discussion paper is expected later in
2012.

Phase II: Impairment methodology – addresses
impairment of financial assets; an exposure draft,
followed by supplement information was issued in
January 2011 and redeliberations are on-going.

Phase III: Hedge accounting – an exposure draft was
issued in December 2010 and received very positive
comments so far as it will ease the application of hedge
accounting and focus more on a risk management
approach. Opportunities for companies could be
significant, especially in terms of commodity hedging.
Based on the current exposure draft, the main
improvement in terms of hedge accounting will be:
Based on the current exposure draft, the main
improvements in terms of hedge accounting will be: 

• Elimination of the 80-125% ‘bright line’ for testing
whether a hedging relationship qualifies for hedge
accounting;

• Simplification of hedge effectiveness testing as only a
prospective test is required;

• Eligibility to apply hedge accounting to non financial
risk items (e.g. crude oil component of jet fuel) if the
component is separately identified and reliably
measurable;

• Eligibility to the hedge accounting of combination of
derivatives;

By adopting an appropriate hedging strategy,
companies are able to reduce the volatility of their
results, secure their commercial margins, control
their budget, improve their planning of short and
long term loans, improve the visibility of their
business model and reassure their stakeholders.

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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The recent economic climate has led to increased scrutiny
of a company’s financial position and in particular of its
outstanding liabilities. These are fundamental in providing
users of the financial statements with an understanding
of the company’s position.

Provisions: recognition and disclosures
Of the 30 companies which recognised provisions, 
29 (97%) provided a description of the obligation for
each category (excluding “other provisions”) in the notes
to the financial statements. The company which did not
disclose the description in the notes to provisions
provided such information in their accounting policies
and therefore also met the requirements of IAS 37.

Only 67% (67% in 2010) of relevant companies met the
IAS 37 requirement to provide details of the expected
timing of any resulting outflows for provisions, as
shown in figure 66 below. No explanation was given 
by 10 companies (33% in both 2011 and 2010),
although eight companies provided the classification of
provisions as either current, non-current or both as an
indication of the expected timing of the resulting
outflows of economic benefit. 53% of companies (16)
disclosed any uncertainty around the timing of the
associated outflows, another requirement of the
standard. Of these 16 companies, four used words
expressing such uncertainty (for example,
“expect”/“anticipate”).

70% (77% in 2010) of relevant companies disclosed the
major assumptions concerning future events relating to
provisions held at the year-end, as shown in figure 67
below. This disclosure is required by IAS 37 only where
it is “necessary to provide adequate information”.
It seems that following the financial crisis, companies
still show willingness to be more transparent in this
area – despite a small decrease compared to the prior
year, the percentage of companies presenting such
disclosures remains relatively high.

14. Provisions

• All companies surveyed recognised provisions
in their financial statements.

• 97% of companies with provisions describe
the nature of obligations.

Figure 66. Has the expected timing of any resulting outflows
of economic benefit been disclosed?

Yes

67%

33%

No

Figure 67. Have major assumptions concerning future
events been considered?

Yes

70%

30%

No

27% (30% in 2010) of companies with provisions
disclosed the unwinding of discounts on provisions in
the notes, while 37% indicated in their accounting
policies that provisions might be discounted if the effect
is material. 
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A good example of disclosure comes from Galenica’s
financial statements. The discount effect is clearly
indicated.

Discounting is required by IAS 37 where its effect is
material. It is likely that the low level of companies
disclosing this information is because few companies
had discounted their provisions, particularly if they are
expected to be used within a year or so.

Figure 68. Has the unwinding of the discount on provisions
been disclosed?

Yes (notes)

26%

37%

Yes (accounting policies) No 

37%

Galencia, Annual Report 2011

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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These rare circumstances are where the required
information is expected to prejudice seriously the position
of a company in a dispute. In such cases, the company
shall disclose the general nature of the dispute, together
with the fact that, and reason why, the information has
not been disclosed. None of the companies surveyed had
taken advantage of this exemption.

SIX specific guidance
The SIX Exchange Regulation Circular No.2 on IFRS
reminds entities that, where the interest effect is
significant, individual provisions should be recognised
at the cash value of the anticipated expenditure.
Furthermore, the interest effect should be disclosed
separately. Very few of the companies in our sample
provide such disclosures. 

Additionally, the regulator notes that “allocating the
bulk of provisions to the category ‘other provisions’
does not comply with the basic principle of IFRS”. 

Overall, six companies clearly complied with all of the 
IAS 37 requirements examined in this survey. A further five
companies complied with all requirements other than
disclosing the effect of the possible unwinding of any
discounts. These findings are in line with last year’s survey.

IAS 37 Provisions, contingent liabilities and contingent
assets is very prescriptive in terms of the items that
must be disclosed for each class of provision, most of
which are straightforward. It is therefore surprising to
see so many companies failing to meet the disclosure
requirements. However, this may be due to the
immaterial nature or value of some of the provisions.

Above is a good example of a provision note from the
annual report of Clariant.

IAS 37 Provisions, contingent liabilities and contingent
assets allows companies, in extremely rare circumstances,
an exemption from disclosing some or all of the
information required by the standard. 

Clariant, Annual Report 2011
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Looking forward: the future of lease accounting
In August 2010, the International Accounting Standards Board (IASB) published ED Leases. The ED proposed
significant changes to the current requirements under IAS 17 Leases.

The accounting under existing requirements depends on the classification of a lease (i.e. finance lease or
operating lease). Classification as an operating lease results in the lessee not recording any assets or liabilities in
the statement of financial position. The lessee simply accounts for the lease payments as an expense over the
lease term. Lease commitments are disclosed in the notes to the financial statements.

This results in many investors having to adjust the financial statements (using disclosures and other available
information) to estimate the effects of lessees’ operating leases for the purpose of investment analysis. 
The IASB’s proposals in the ED would result in a consistent approach to lease accounting for both lessees and
lessors – a ‘right-of-use’ approach. This approach would result in all leases (with the exception of those
classified as ‘short-term’) being included in the statement of financial position, thus providing more complete
and useful information to investors and other users of financial statements.

The comment period ended in December 2010 and many constituents raised concerns about the propositions 
in the ED. As a result, the Board plans to re-expose its proposals later in 2012. While this will not change the
underlying principle that all leases be included on the balance sheet, issues such as the timing of recognition of
charges in the income statement are still to be finalised. 

The effective date of the new leasing standard is still uncertain but is unlikely to be before 2015. However, it is
anticipated that the proposed transition requirements would not “grandfather” any existing leases. Therefore,
lessors and lessees that enter into longer-term leases will need to consider the potential 
affect of the proposed rules on existing leases. 



58

Tax reconciliation 
The presentation of an explanation of the relationship
between the tax expense and accounting profit must 
be disclosed. 

This reconciliation was prepared by all companies
surveyed. 18 of 30 companies (73%) produced a
numerical reconciliation between tax expense/(income)
and the product of accounting profit multiplied by the
applicable tax rate(s). 27% performed a percentage only
reconciliation and 13% of the sample produced both. 

Under IAS 12 Income Taxes, a company has a choice to
reconcile to a blended (or “weighted average”) tax rate
or headquarter/Swiss statutory tax rate. 80% of
companies used a blended rate which ranged from
2.1% to 39%. 20% of companies used a headquarter
tax rate which ranged from 7.8% to 23.4%. 

Two companies disclosed the reason for changes in
their blended tax rates which is very useful to the
reader of the accounts who otherwise has no visibility
over how the blended rate is made up and varies from
one reporting period to another. 

We noted that the percentage of companies using the
blended rate is higher in Switzerland than in many other
IFRS reporting jurisdictions where the statutory rate of
the headquarter jurisdiction is often used. This may be
because Swiss listed groups consider that a blended
rate better reflects the reality of their worldwide
activities, however it is more likely due to the difficulties
in defining a Swiss statutory rate. The varying rates
between cantons and the structural rate reductions
available to entities with a certain tax status mean that
a single Swiss statutory rate cannot be defined easily. 

Left is an example of the tax reconciliation from the
annual report of Sika Group.

15. Income taxes

• All companies produced a tax reconciliation 
as required by IAS 12 Income taxes. 

• In their tax reconciliation, 80% of companies
started from the blended rate which ranged
from 2.1% to 39%.

• Only 30% of companies clearly disclosed the
aggregate amount of temporary differences
associated with investments in subsidiaries,
branches and associates and interests in joint
ventures for which deferred tax liabilities had
not been recognised. 

• Qualitative information in accounting policies
and related notes can be further improved.

We noted that the percentage of
companies using the blended rate
is higher in Switzerland than in
many other IFRS reporting
jurisdictions where the statutory
rate of the headquarter
jurisdiction is often used.

Clariant, Annual Report 2011
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Current and non-current taxes
IAS 12 does not currently require companies to make
disclosures concerning uncertain tax positions.
However, it is necessary to classify current income 
taxes as either “current” or “non-current”. 

IAS 1 Presentation of Financial Statements requires that
liabilities are disclosed as current unless, amongst other
requirements, the entity does not have an unconditional
right to defer settlement of the liability for at least
twelve months after the reporting period. In many
instances, it can be difficult to demonstrate this for tax
liabilities hence there is an argument that tax liabilities
should be current. In practice, some companies might
set up provisions for uncertain tax positions and classify
as non-current.

However, only one company disclosed non-current
income tax liabilities. An analysis of the four year
average current tax charge versus cash tax paid shows
that 69% of the companies have a tax charge which
differs from cash tax paid by over CHF 5 million. 
There also were five companies (17%) who had
differences of over CHF 25 million. This implies that a
large percentage of companies may have significant
provisions for tax risk which are either included in
current tax or elsewhere on the balance sheet and as
such are not transparent to the reader of the accounts.

However, the IASB is very aware of the current lack of
guidance in IAS 12 and IAS 37 around providing for 
and disclosing uncertain tax positions, in particular
when compared with the detailed US GAAP “FIN 48”
requirements. IFRS reporters can therefore expect that
future disclosure requirements in this area will be
considerably more stringent than they are currently. 

Deferred taxes assets
Deferred tax assets are recognised for all deductible
temporary differences and all unused tax losses and tax
credits, to the extent that it is probable that the future
taxable profit will be available against which they can
be utilised. The amount and expiry date of deductible
temporary differences for which no deferred tax asset
was recognised must be disclosed.

93% of companies clearly disclosed the amount of
deductible temporary differences, unused tax credits 
for which no deferred tax asset had been recognised 
on the balance sheet. Most companies disclosed
unused tax losses. Only two companies did not disclose
such information. 

53% of companies had increased their unrecognised
deferred tax assets (DTAs) since 2009, 17% had kept
them the same and 30% had reduced their
unrecognised deferred tax assets. For those companies
that increased their unrecognised DTAs the average
increase was 166% from 2009, however, those that
decreased had an average decrease of only 31%
compared to 2009. This implies that over the two year
period companies are recognising proportionally less
deferred tax assets on their balance sheet as future
recovery is more uncertain. This is perhaps an expected
result given the continuing global economic conditions.

Deferred tax balances: offsetting
An entity shall offset deferred tax assets and deferred
tax liabilities only if:

• the entity has a legal right to offset current assets
against current liabilities; and

• the deferred tax assets and deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

– the same taxable entity,

– different taxable entities which intend either to
settle current tax liabilities and assets on a net basis,
or to realise the assets and settle the liabilities
simultaneously, in each future period in which
significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.

Figure 69. Do companies use a blended tax rate or a 
headquarter/Swiss tax rate for the tax reconciliation?

Blended tax rate 

80%

20%

Headquarters/Swiss tax rate

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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IAS 12 requires that deferred tax balances are disclosed
by nature. In addition, to improve transparency for the
reader of the accounts, it is best practice to disclose
gross deferred tax assets and liabilities by nature (i.e.
before offsetting). 27 companies (90%) conformed to
this best practice indicating that companies have
sufficiently detailed records to present in this manner.

Interestingly, the majority of companies offset deferred
tax assets and liabilities to reach balance sheet totals.
However, five companies clearly explained the reason for
offsetting (i.e. entities with common tax authorities). For
the other 25 companies, the deferred tax assets and
liabilities in the balance sheet did not clearly reconcile to
the gross deferred tax balances (by nature) in the
disclosures. This is an increase compared to two
companies in the prior year. Although not required by the
standard, further explanation of offsetting to reach the
balance sheet totals may be beneficial.

Unremitted earnings
An entity should recognise a deferred tax liability for all
temporary differences associated with investments in
subsidiaries, branches and associates, and interests in
joint ventures, except to the extent that both of the
following conditions are satisfied:

• the parent, investor or venturer is able to control the
timing of the reversal of temporary difference; and

• it is probable that temporary differences will not
reverse in the foreseeable future.

16 of 30 companies (53%) commented on the
temporary differences associated with investments in
subsidiaries, branches and associates, and interests in
joint ventures as required by IAS 12. 

Surprisingly, 47% of companies did not provide this
disclosure. It has to be assumed therefore that these
companies did not have deferred tax liabilities, fell
within the exemptions in the standard or took
advantage of the carve out in paragraph 87 which
states, where it is impracticable to compute the amount
of unrecognised deferred tax liability it need not be
disclosed. 

However, irrespective of whether a company takes
advantage of paragraph 87, the standard requires
companies to disclose the aggregate amount of
temporary differences associated with investments in
subsidiaries, branches and associates and interests in joint
ventures, for which deferred tax liabilities have not been
recognised. Only nine out of 30 (30%) companies
disclosed the aggregate amount of underlying temporary
differences, often referred to as “unremitted earnings”,
(unchanged from 2010). 

Figure 70. Have the unrecognised temporary differencies 
associated with investments in subsidiaries, branches and
associates and interests in joint ventures been disclosed?

Yes

27%

73%

No

Qualitative comments
Whilst the quantitative information required to be
disclosed was largely satisfactorily completed by the
groups analysed, there were a significant number of
cases where incoherence and imprecision was noted in
the accompanying text. For example, in the case of
several groups, the accounting policy described the
policy around deferred tax on unremitted earnings,
however the actual tax notes did not include any
information at all related to this item. Interestingly, 
IAS 12 requires the disclosure of temporary differences
in respect of unremitted earnings for which a deferred
tax liability is not recognised, rather than the deferred
tax liability itself. Due to the fact that many countries
have participation regimes where, for example, capital
gains on disposals are not taxable, the ETR applied to
temporary differences of this nature is often very low.
For readers of the financial statements who are not tax
specialists the disclosed temporary difference may be
misunderstood which could explain why some groups
prefer to disclose the deferred tax liability. Some groups
included, within their accounting policy, positions that
were incoherent with the requirements of IAS12, for
example in relation to withholding taxes and capital
taxes. In other cases, the text did not stand up to
scrutiny from a technical perspective, for example in
relation to the use of language. 
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The overall conclusion related to this part of the analysis
was that much less care was taken to ensure the
technical accuracy and clarity of written information
around tax in the financial statements than for other
line items. 

Looking forward
In light of the responses to the International Accounting
Standard Board’s (IASB) March 2009 exposure draft (ED)
Income Tax, the IASB abandoned the project and
decided to limit work to some narrower issues. 

In December 2010, the Board issued an amendement
to IAS 12 Deferred Tax – Recovery of Underlying Assets.

The timetable for further Income Tax EDs remains
unclear.

SIX specific guidance
The SIX Exchange Regulation Circular No.2 on
financial reporting specifically deals with the issue
of unrecognised deferred tax assets, stating that 
“it is relevant to the investor whether the loss
carryforward has been allocated to a subsidiary
with a high tax rate or instead to a holding
company that is subject to a lower tax rate”. 
A meaningful grouping of losses, together with
disclosure of applicable tax rates for significant
amounts, is recommended. 

With regard to the tax reconciliation, the SIX 
states that, if the applicable tax rate represents a
weighted average of tax rates in different
jurisdictions (as is the case for a number of
companies in our sample), then both the effect of
changes to tax rates and the impact of changes to
the structural composition of results in the different
jurisdictions must be explained to permit a better
assessment of the future average tax burden. 

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times

The overall conclusion related to this part of the analysis was that
much less care was taken to ensure the technical accuracy and clarity
of written information around tax in the financial statements than for
other line items. 
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The areas surveyed this year focused on the funding
status of the defined benefit plans, the return on assets,
and considered the implications of the revised IAS 19
Employee Benefits (‘IAS 19R’).

Funding status of the employee benefits: should
employees be worried about the trend?
Pension fund actors and stakeholders in Switzerland
discuss extensively the coverage ratio as per Swiss
pension law (art. 44 OPP2/BVV2). This ratio, which
represents the coverage of the pension liabilities by 
the net assets, shall, with some exceptions, not fall
permanently below 100%.

Using the same concept based on IFRS figures, we
analysed the evolution over the last five years of the
funding status of the defined benefit obligations.
The trend could be worrying for employees from an
average funding status of 95% in 2007, it has
decreased consistently over the years to reach 80% at
the end of 2011.

The differences between the companies are significant
as shown on the graph below:

16. Pensions

• Average funding status of post-employment
defined benefit plans decreased by 15% in the
last five years, from 95% to 80%.

• Actual returns on plan assets achieved by the
companies surveyed are significantly below the
expectations set at beginning of the reporting
period by an average of 4% over the five last
years.

• Following the revised IAS 19 standard
published in June 2011, we estimate that Swiss
companies may see their pension costs
increasing by 72% on average, compared to
34% one year ago.

Figure 71. Average funding status
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The reasons for this declining funding status are a
combination of bad market conditions during the
observed period, and the continuously decreasing
discount rates. 

The same trend on a mid-term basis has been observed
based on Swiss pension law calculations, despite the
fact that it is performed on a ‘static’ basis compared to
a ‘dynamic’ methodology under IAS 19.

Return on plan assets
Until the end of 2012, companies are required to
recognise an expected return on plan assets as a
component of pension cost, with direct impact on
profit and loss. The expected return on plan assets is
based on market expectations, at the beginning of the
period, for returns over the entire life of the related
obligation. The future rate of return assumptions should
be based on a coherent methodology that is prudent
and reasonable.

We analysed, over the past five years, the difference
between the expectations set at the beginning of the
year and the actual return on assets achieved by the
companies – the ‘Experience adjustments on plan
assets’. While we acknowledge that five years is a
relatively short period, there is an unavoidable trend of
a decreasing return on assets that cannot be ignored.

The result is negative for all companies surveyed. The
average missed return amounts to 4%, with a
maximum of 8%. The company which most accurately
estimated the actual return still overestimated it by an
average of 0.4%.

Average
funding status
of post-
employment
defined benefit
plans decreased
by 15% in the
last five years,
from 95% to
80%.
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Going forward, a net interest component calculated by
applying the discount rate to the net defined benefit
liability (asset) at the beginning of each reporting period
will be recognised in profit and loss. The difference
between the actual return on plan assets and the
change in plan assets resulting from the passage of
time will be recognised in OCI as part of the
remeasurement component. 

In many cases, using the discount rate to calculate
interest income on the plan assets will reduce net profit,
since interest income will not reflect the benefit from the
expectation of higher returns on riskier investments.

This change may also cause an entity to become more
conservative in its investment strategies relating to its
defined benefit plan which could lead to higher costs of
providing the associated benefits.

As already commented above, in the sample of
companies surveyed, the expected return always
exceeded the discount rate. Based on publicly available
information, we estimate that Swiss companies may see
their pension costs increasing by 72% on average
versus the reported 2011 numbers. 

This result confirms two facts:

• pension assumptions are one of the most critical
areas of management estimate and judgment, and
should always be discussed in the related section; and

• it brings credibility to the decision of the IASB to
eliminate the expected return component in the new
IAS 19R.

New IAS 19R: implications for Swiss companies
The objective of the amendments to IAS 19 Employee
benefits (‘IAS 19R’) is to improve comparability. Indeed,
IAS 19 was often criticised for permitting deferred
recognition of actuarial gains and losses and its
ambiguity in other areas which has resulted in a lack of
transparency and diversity in practice.

The amendments are effective for annual periods
beginning on or after 1 January 2013. Retrospective
application is required with limited simplifications.

Elimination of the corridor method
The most significant amendment will require an entity
to recognise changes in defined benefit obligations and
plan assets when they occur. This means that all
actuarial gains and losses will be recognised
immediately through OCI and the net pension asset or
liability recognised in the statement of financial position
will reflect the full amount of the over-or underfunded
status of the benefit plans. As a result:

• for users of the “corridor method”, a larger liability
may have to be recognised on transition, which could
affect key performance metrics and compliance with
debt covenants; and

• going forward, there will be a greater volatility on the
statement of financial position and in OCI.

This change is particularly relevant in the Swiss context
where 19 of the companies surveyed (or 63%) will be
impacted. This ratio has remained unchanged compared
to 2010.

More significantly, 58% (or 11 companies) will see their
reported equity decreased by more than 5% on
transition, unchanged compared to the prior year survey.

Elimination of the expected return on plan assets
Another significant change, that has not been
commented on to the extent that it could have been
during the consultation period, is the elimination of the
expected return on plan assets in the calculation of the
pension cost. 

Panalpina, Annual Report 2011

Figure 72. Elimination of the “corridor method” and 
corresponding decrease on reported equity?
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Five companies out of the 30 surveyed may see their
pension cost more than double. With this rise of pension
costs recognised in profit or loss, IAS 19R may have
significant consequences on Swiss companies’ net income.

Figure 73. Elimination of the “expected return on assets”
and corresponding increase on reported pension cost?
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Presentation of net income expenses
Contrary to the Exposure Draft, which proposed to
present service cost under ‘Employment expense’ and
net interest under ‘Finance costs’ in profit or loss, the
final standard, IAS 19R remains silent on where in profit
and loss the various elements of the pension cost need
to be presented (service cost, net interest cost,
curtailments or settlements). 

Out of the 30 companies surveyed, only five presented
an allocation of the pension cost between salaries and
finance costs. 25 companies attributed the pension
costs to staff costs alone (in line with prior year survey).

We anticipate that several companies will elect to
present the net interest component under finance result
as this element represents the main driver of the
increase of the overall pension cost. Presenting the
finance component within finance costs will, in many
cases, increase the operating result. 

First-time application of IAS 19R and expected
impact
The option given by IAS 19R to early adopt the
amendments has not been used by any of the
companies surveyed. However, this was expected as the
implications are significant. Finance teams and actuaries
must invest considerable effort to prepare the new
required disclosures.

The 30 companies surveyed discussed the implications
of first-time application of IAS 19R in 2013 in the
sections on ‘Standards issued but not yet effective’.
The presented facts are quite neutral for over 50% of
the companies and only six have mentioned detailed
information about impact on transition, such as
increase of the pension liability in the balance sheet,
decrease in equity or impact on the income statement.
Seven companies have not discussed the implications 
in their financial statements, instead including only
general ‘boilerplate-like’ statements.

Illustrative examples are Swisscom and Schindler which
provide a disclosure in their paragraph about this
revised IFRS in issue but not yet effective, with their
own estimation of the impact on their profit or loss.

Swisscom, Annual Report 2011

Schindler, Annual Report 2011
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New risk-based disclosures
The amendments set objectives to improve the
understandability and usefulness of disclosures, allowing
users of financial statements to evaluate better the
financial effect of liabilities and assets arising from
defined benefit plans.

The revised standard outlines the following disclosure
objectives:

• Explain the characteristics and related risks of defined
benefit plans.

• Identify and explain the amounts in the financial
statements arising from defined benefit plans.

• Describe how benefit plans may affect the amount,
timing, and uncertainty of future cash flows.

Many of the disclosure requirements of the current 
IAS 19 standard have been carried forward into IAS 19R.

The requirement to disclose information about the
characteristics of defined benefit plans and risks
associated with them is not new. However, the revised
standard requires the new characteristics, for example:

• information about the characteristics of its defined
benefit plans, including: 

– description of the regulatory framework in which
the plan operates, for example the level of any
minimum funding requirements, and any effect of
the regulatory framework on the plan, such as the
asset ceiling;

– description of any other entity’s responsibilities for
the governance of the plan, for example
responsibilities of plan trustees or of board members;

• description of risks to which the plan exposes the
entity, focused on any unusual, entity-specific or 
plan-specific risks, and of any significant
concentrations of risk;

• description of any plan amendments, curtailments
and settlements. 

Although many of these new disclosures will be narrative
only, some additional quantitative information is also
required. The requirement to provide a rollforward
reconciliation for plan assets and the defined benefit
obligation is not new, but the items required to be
presented separately in the reconciliations have been
expanded. 

For example, in the past actuarial gains and losses were
disclosed in the aggregate. The requirement to
separately disclose actuarial gains and losses from
changes in demographic assumptions and those from
changes in financial assumptions is a significant new
requirement, which may require additional information
to be provided by the entity’s actuary.

An important note is that IAS 19R is effective for annual
periods beginning on or after 1 January 2013, with
earlier application being permitted. Retrospective
application is required, and therefore it is to consider
the requirements of IAS 1 around the presentation of a
statement of financial position as of the beginning of
the comparative period in case of retrospective change
in accounting (eg the third balance sheet). 

However, there are two limited exceptions to this
retrospective application:

• When benefit costs are included in the carrying
amount of assets outside the scope of IAS 19 
(e.g., inventories), these assets are not required to 
be adjusted before the date of initial application 
(the beginning of the earliest comparative period). 

• In financial statements for periods beginning before 
1 January 2014, comparative information does not
need to be presented for the disclosures on the
sensitivity of the defined benefit obligation.

IFRS insight – The future of pension
accounting

• Immediate action by companies in order to
understand the broader impacts of the
amendments to IAS 19 on their financial position,
operating performance and key metrics is strongly
advised.

• Disclosures will be risk-based and become more
judgmental. Early consideration of the new
requirements and alignment of financial reporting
system in order to gather the required information
will ease first-application.

• Companies operating globally should already
consider providing more detailed information
about the key assumptions. Additional information
either by region, pension plan or by way of range
of applicable values are only reported by 40% of
the companies surveyed, in progression compared
to prior year (33%).

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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Business combinations

Overview of application in Switzerland 
83% of companies disclosed that a business
combination had occurred in the current reporting
period (73% in 2010).

When, at the end of an acquirer’s first accounting
period following the combination the fair value of the
acquiree’s net assets can only be determined on a
provisional basis, IFRS 3 requires that:

• the acquirer accounts for the business combination
using provisional fair values;

• the fact that provisional fair values have been used is
disclosed; and

• an explanation of why this is the case is given.

As shown in figure 74 below, 44% of companies with
business combinations (55% in 2010) explicitly stated
that the initial accounting had been determined
provisionally.

17. Business combinations, joint
ventures and consolidation

• 83% of companies had business combinations
in the year.

• 44% of business combinations had the
accounting determined provisionally.

• The most popular way to value non-controlling
interests during the year was at the proportionate
share of the fair value of net assets.

• 65% of joint ventures were accounted for
using the equity method of accounting.

• The “package of five” recently issued by the
IASB will require careful judgment in its
application. Early consideration of the likely
consequences is strongly advised.

Figure 74. Has the initial accounting been determined 
provisionally?

Yes

44%

56%

No

Seven out of 12 companies explained why the initial
accounting for the business combination had been
determined provisionally, with five of the relevant
companies not providing the required explanation.

Adjustments to provisional fair values may be made
within 12 months of the acquisition date and
accounted for as if they were made at the 
acquisition date. 

On the right is an example from annual report of
Galenica.

83% of companies disclosed that a business
combination had occurred in the current reporting
period (73% in 2010).
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IFRS 3 requires the disclosure of the revenue and profit
or loss of the combined entity for the period as if the
acquisition date for all business combinations during
the period had been the first day of the period. 72% of
companies with business combinations provided this
information. Of the six companies that did not provide
this information, one stated that the information was
not available for the financial year while five did not
disclose any reason for the missing information.

Figure 75. Has the revenue and profit or loss of the 
combined entity been disclosed as if all business 
combinations during the period had been entered into on 
the first day of the period?

Yes

75%

25%

No
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Contingent consideration
20% (25% in 2010) of relevant companies disclosed
that, as part of their acquisitions, contingent
consideration may be paid and, in addition, three of
these companies also stated their fair values at the date
of acquisition. For these companies, remeasurement of
the contingent consideration will give rise to an increase
volatility in the profit and loss.

Transaction costs
All acquisition costs, other than equity/debt related
issuance costs, are accounted for separately from
business combinations and therefore affect profit 
or loss.

In accordance with IFRS 3, companies should disclose
specifically the amount and line items in profit or loss
where the transaction costs were recorded.

This information was provided by 68% (59% in 2010)
of the companies with business combinations 
(17 companies). None of the eight remaining companies
with business combinations provided an explanation for
the non-disclosure.

Figure 76. In which line items have transaction costs been 
recorded in the income statement?

Other operating expenses

53%41%

6%

General and administrative expenses

Restructurings, acquisitions and mergers expenses

As a reminder, consideration for an acquisition,
including contingent consideration, is recognised and
measured at fair value at the date of acquisition.
Subsequent changes to those fair values affect the
measurement of goodwill only where they occur during
the ‘measurement period’ and are as a result of
additional information becoming available about facts
and circumstances that existed at the acquisition date.
This will usually mean that changes in the fair value of
contingent consideration are recognised in the income
statement.

Partial acquisition
Partial acquisition refers to the acquisition of a
controlling interest, but with a proportion of the
acquiree’s equity held by other investors (referred to as
non controlling interests, formerly a minority interest). 

Of the 25 companies with business combinations in
2011, 13 (52%) did not have non-controlling interests.
Of those that did, 28% chose to value NCI at the
proportionate share of net assets, with only one (4%)
selecting the option to use the fair value of the NCI. 
For 16% of relevant companies, the policy for valuing
NCI is not clearly described in the financial statements.

As a reminder, a choice is available, on an acquisition by
acquisition basis, to measure such non-controlling
interests either at their proportionate interest in the
identifiable assets of the acquiree, or at fair value.

Transactions with non-controlling interest
Once control has been achieved and acquisition
accounting is applied, any subsequent transactions in
subsidiary equity interests between the parent and non-
controlling interests are accounted for as equity
transactions. Consequently, additional goodwill does
not arise on any increase in the parent interest, there is
no remeasurement of net assets to fair value and no
gain or loss arises on any decrease in the parents’
interest.
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Joint ventures
IAS 31 Interests in joint ventures allows companies a
choice of accounting for interests in jointly controlled
entities using either proportionate consolidation or the
equity method. 17 companies had interests in joint
ventures at the period end. As shown in figure 
77 below, 65% of these companies accounted for their
interests in joint ventures using the equity method of
accounting, by which an investment is initially recorded
at cost and subsequently adjusted to reflect the
investor’s share of the net assets of the investment. 

A brief summary of some of the changes introduced is
provided below:

• IFRS 10 Consolidated Financial Statements: the
objective is to have a single basis for consolidation 
for all entities, regardless of the nature of the
investee, and that basis is control. The risks and
rewards approach applicable only to the consolidation
of special purpose entities was removed. 

• IFRS 11 Joint Ventures: the new standard classifies
joint arrangements as either joint operations or joint
ventures. In addition, it requires the use of the equity
method of accounting for interests in joint ventures
thereby eliminating the proportionate consolidation
method. This will have significant impact in
Switzerland where proportionate consolidation was
applied by 35% of the companies with joint ventures.

• IFRS 12 Disclosures of Involvements with Other
Entities: the objective is to have a single source of
guidance that comprises the disclosure requirements
for entities that have an interest in subsidiaries, joint
arrangements, associates or unconsolidated structured
entities. This new standard also enhances disclosures
about consolidated and unconsolidated entities.

Finally, amendments were made to IAS 27 Separate
Financial Statements and IAS 28 Investments in
Associates and Joint Ventures to conform to changes
based on issuance of IFRS 10 and IFRS 11.

Figure 77. Have joint ventures been accounted for using the
equity method of accounting or proportionate consolidation?

Equity method 

65%

35%

Proportionate consolidation

Looking forward: the ‘package of five’
In May 2011, the IASB issued a package of five
standards on consolidation, joint ventures, investments
and related disclosures. The effective date is 1 January
2013, with earlier application permitted under certain
circumstances. None of the companies in our sample
adopted these new standards and amendments in
2011, and few specific disclosures were given on the
potential impact. 

IFRS insight – The future of group accounting
IFRS 10 is a complex Standard and requires the application of significant judgement in a number of respects. 

It uses the concept of ‘control’ as the determining factor in assessing whether an investee is a subsidiary. Sometimes, the determination as to
who controls an entity will be very straightforward; it may be clear that control over the investee is exercised by means of equity instruments
(e.g. ordinary shares) that give the holder proportionate voting rights. In clear-cut situations, an investor that holds a majority of those voting
rights, in the absence of any other factors, controls the investee. 

For more complex scenarios, more judgement may be required. IFRS 10’s definition of control involves three elements: (1) power over the
investee, (2) exposure, or rights, to variable returns from involvement with the investee; and (3) the ability to use power over the investee to
affect the amount of the investor’s returns. An investor must possess all three elements to conclude that it controls an investee. The
assessment of control is based on specific facts and circumstances, and the conclusion is required to be reassessed if there is an indication that
there are changes to any of the three elements of control. While assessment of the second and third criteria is likely to be straightforward, the
most complex analysis relates to whether the investor has power over the investee (i.e. whether the investor has existing rights that give it the
current ability to direct the ‘relevant activities’ of the investee). 
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Appendix 1. List of companies surveyed

Company Activity Location

Aryzta Food producers Zurich (ZH)

Barry Callebaut Food producers Zurich (ZH)

Clariant Chemicals Muttenz (BL)

Geberit Construction & materials Jona (SG)

Georg Fischer Manufacturing engineering Schaffhausen (SC)

Givaudan Chemicals Vernier (GE)

Holcim Construction & materials Jona (SG)

Kaba Security equipment Rumlang (ZH)

Kudelski Software Cheseaux sur Lausanne (VD)

Kühne + Nagel Transportation Schindellegi (SZ)

Kuoni Travel Zurich (ZH)

Lindt & Sprüngli Food producers Kilchberg (ZH)

Lonza Biotechnology Basel (BS)

Meyer Burger Industrial machinery Baar (ZG)

Nestlé Food producers Vevey (VD)

Nobel Biocare Healthcare equipment Kloten (ZH)

Novartis Pharmaceuticals Basel (BS)

Panalpina Transportation Basel (BS)

Richemont Personal goods Bellevue (GE)

Roche Pharmaceuticals Basel (BS)

Romande Energie Electricity Morges (VD)

Schindler Industrial machinery Ebikon (LU)

SGS Inspection services Geneva (GE)

Sika Construction & materials Baar (ZG)

Sonova Medical equipment Stäfa (ZH)

Sulzer Industrial machinery Winterthur (ZH)

Swatch Personal goods Biel/Bienne (BE)

Swisscom Telecommunications Warblaufen (BE)

Syngenta Chemicals Basel (BS)

IFRS Survey 2012 Financial reporting of Swiss listed companies in turbulent times
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Appendix 2. New standards and
interpretations

New standard/interpretation The bottom line

IFRS 10
Consolidated financial
statements

• The objective of IFRS 10 is to have a signle basis for consolidation for all entities, regardless of the nature
of the investee, and that basis is control. 

• The definition of control includes three elements: power over an investee, exposure or rights to variable
returns of the investee and the ability to use power over the investee to affect the investor’s returns

• IFRS 10 provides detailed guidance on how to apply the control principle in a number of situations,
including agency relationships and holdings of potential voting rights. 

• An investor would reassess whether it controls an investee if there is a change in facts and circumstances
• IFRS 10 replaces those parts of IAS 27 that address when and how an investor should prepare

consolidated financial statements and replaces SIC-12 in its entirety. 
• The effective date of IFRS 10 is 1 January 2013, with earlier application permitted under certain

circumstances. 

IFRS 11
Joint arrangements

• IFRS 11 classifies joint arrangements as either joint operations (combining the existing concepts of jointly
controlled assets and jointly controlled operations) or joint ventures (equivalent to the existing concept of a
jointly controlled entity).
– Joint operation is a joint arrangement whereby the parties that have joint control have rights to the

assets and obligations for the liabilities.
– Joint venture is a joint arrangement whereby the parties that have joint control of the arrangement

have rights to the net assets of the arrangement.
• IFRS 11 requires the use of the equity method of accounting for interests in joint ventures, thereby

eliminating the proportionate consolidation method.
• The determination of as to whether a joint arrangement is a joint operation or a joint venture is based on

the parties’ rights and obligations under the arrangement, with the existence of a separate legal vehicle
no longer being the key factor.

• Transitional provisions vary depending on how an interest is classified under IAS 31.
• The effective date of IFRS 11 is 1 January 2013, with early application permitted in certain circumstances. 

IFRS 12
Disclosure of interests in other
entities

• IFRS 12 applies to entities that have an interest in subsidiaries, joint arrangements, associates or
unconsolidated structured entities.

• It establishes disclosure objectives and specifies minimum disclosures that an entity must provide to meet
those objectives.

• An entity should disclose information that helps users of its financial statements evaluate the nature of
and risks associated with its interests in other entities and the effects of those interests on its financial
statements.

• The disclosure requirements are extensive and significant effort may be required to accumulate the
necessary information.

• The effective date is 1 January 2013, but entities are permitted to incorporate any of the new disclsures
into their financial statements before that date.

IFRS 13
Fair value measurement

• IFRS 13 establishes a single framework for measuring fair value where that is required by other
Standards. The Standard applies to both financial and non-financial items measured at fair value. 

• Fair value is defined as “the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date” (i.e., an exit price).

• Effective for annual periods beginnign on or after 1 January 2013, with early adoption permitted, and
applies prospectively from the beginning of the annual period in which the Standard is adopted.

IAS 1 (amendment)
Presentation of financial
statements

• The amendments retain the option to present profit or loss and other comprehensive income in either a
single continuous statement or in two separate but consecutive statements.

• Items of other comprehensive income are required to be grouped into those that will and will not
subsequently be reclassified to profit or loss.

• Tax on items of other comprehensive income is required to be allocated on the same basis.
• The measurement and recognition of items of profit or loss and other comprehensive income are not

affected by the amendments, which are applicable for annual periods beginning on or after 1 July 2012
with earlier application permitted. 
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New standard/interpretation The bottom line

IAS 12 (amendment)
Income taxes

• The amendments provide an exception to the general principles of IAS 12 for investment property
measured using the fair value model in IAS 40 Investment property

• For the purposes of measuring defererd tax, the amendments introduce a rebuttable presumption that
the carrying amount of such an asset will be recovered entirely through sale. 

• The resumption can be rebutted if the investment property is depreciable and is held within a business
model whose objective is to consume substantially all of the economic benefits over time, rather than
through sale

• The exception also applies to investment property aquired in a business combination if the acquirer
applies the fair value model in IAS 40 subsequent to the business combination. 

• The amendments also incorporate the requirements of SIC-21 Income Taxes – Recovery of revalued non-
depreciable assets into IAS 12, i.e., deferred tax arising on a non-depreciable asset measured using the
revaluation model in IAS 16 should be based on the sale rate. 

• The effective date of the amendments is for annual periods beginning on or after 1 January 2012. 
Earlier application is permitted. 

IAS 19 (revised)
Employee benefits

• The amendments to IAS 19 require the recognition of changes in the defined benefit obligation and in
plan assets when those changes occur, eliminating the corridor approach and accelarating the recognition
of past service costs. 

• Changes in the defined benefit obligation and plan assets are disaggregated into three components:
service costs, net interest on the net defined benefit liabilities (assets) and remeasurements of the net
defined benefit liabilities (assets). 

• Net interest is calculated using a high quality corporate bond yield. This may be lower than the rate
currently used to calculate the expected return on plan assets, resulting in a decrease in net income. 

• The amendments are effective for annual periods beginning on or after 1 January 2013, with earlier
application permitted. 

• Retrospective application is required with certain limited exceptions. 

IAS 27 (revised)
Separate financial statements

• The parts of IAS 27 which dealt with the preparation of consolidated financial statements have been
replaced by IFRS 10 and parts of IFRS 12.

• The requirements of the amended standard with regard to separate financial statements are generally
consistent with the equivalent requirements in IAS 27 (2008).

IAS 28 (revised)
Investment in associates

• The scope of IAS 28 is extended to accounting for joint ventures.

IAS 32 (amendment and IFRS 7
(amendment)

• The amendments to IAS 32 are intended to clarify existing application issues relating to the offsetting
rules and reduce the level of diversity in currenty practice. 

• The new disclosures are required for annual or interim periods beginning on or after 1 January 2013 and
the clarifying amendments to IAS 32 are effective for annual periods beginning on or after 1 January
2014. Both require retrospective application for comparative periods. 

IFRIC 20
Stripping costs in the production
phase of a surface mine

• The costs from a stripping activitiy which provide improved access to ore should be recognised as a non-
current asset (“stripping activity asset”) when certain criteria are met, whereas the costs of normal
ongoing operational stripping activities should be accounted for in accordance with the principles of 
IAS 2 Inventories. 

• The stripping activity asset should be accounted for as an addition to, or as an enhancement of, an
existing asset and classified as tangible or intangible according to the nature of the existing asset of
which it forms part

• The stripping activitiy asset should be initially measured at cost and subsequently carried at cost or its
revalued amount less depreciation or amortisation and impairment losses. 

• Entities will need to consider carefully the indentification of the ore body or component of ore body to
which capitalised costs relate as this will determine how the asset is depreciated. 

• The interpretation is effective for annual periods beginning on or after 1 January 2013, with early
application permitted. 
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Appendix 3. Other Deloitte IFRS
publications

iGAAP 2012 – A guide to IFRS Reporting 
The latest edition of Deloitte’s IGAAP 2012 – A guide to financial reporting provides guidance on a range of issues
with analysis of key considerations for reporting entities coupled with clear and unambiguous explanation of IFRS
requirements. The guide provides insight into how complex practical issues should be resolved and illustrative
examples to demonstrate how the standards work in practice.

IFRSs in your Pocket 2012
We have published the eleventh edition of our popular guide to IFRSs – IFRSs in your pocket 2012. This 134-page
guide includes information about:

• The IASB organisation – its structure, membership, due process, contact information, and a chronology. 
• Use of IFRSs around the world, including updates on Europe, United States, Canada and elsewhere in the

Americas, and Asia-Pacific. 
• Recent pronouncements – those which are effective and those which can be early adopted. 
• Summaries of current Standards and related Interpretations, as well as the Conceptual Framework for Financial

Reporting and the Preface to IFRSs. 
• IASB agenda projects and active research topics. 
• IFRS Interpretations Committee current agenda topics. 
• Other useful IASB-related information. 

IAS 19 – Employee benefits 
A closer look at the amendments made by IAS 19R and their impact in Switzerland
In this brochure the changes made by IAS 19R are described. The most important changes made by IAS 19R and the
potential impact are discussed in detail. The publication also includes an example of an early application of the
requirements in the financial statements.
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