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HOW TO NAVIGATE FINANCIAL REPORTING IN AN 
UNCERTAIN ENVIRONMENT
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Covid-19: Latest Impact, Trends

• 2.1+ million cases globally, 653,000 + cases in the United States

• Europe exceeds 1 million cases

• Russia confronts rapid escalation in new cases
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Global Government Response

• President Trump issues guidelines for states to reopen May 1 based on “medical 

metrics”

• Trump administration to unveil CDC contact tracing program to accelerate reopening 

economy

• France, UK extends restrictions to mid-May; other EU countries begin lifting lockdowns

• India extends lockdown to May 3

• New York and other East Coast states extend shutdown to May 15

• Gov. Cuomo calls for masks in public in NY, differs with NY Mayor over school openings

• California, Washington and Oregon prepare joint plan for re-opening gradually

• Los Angeles extends shutdown to May 15, predicts ban on large gatherings until 2021

• Seven Midwestern states to coordinate on reopening
4



Market Response

• Unemployment reaches 22 million with addition of 5.25 million new claims

• Apple and Google unveil contact tracing systems

• Global oil demand projected to fall record amounts with economy at standstill

• SBA loan program runs out of money

• IMF projects zero percent growth in Asia in 2020

• Bank of England to temporarily finance UK government borrowing
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OVERVIEW
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Overview

9

 As COVID-19 spreads through the U.S. and global economy, companies and households are being significantly 
impacted. Companies need to work with their management teams and advisors to develop a plan to clearly 
communicate with investors and meet regulatory demands, all while operating with a predominately remote workforce. 

 Each plan will need to address the following four core tenants.  

 Monitor and pursue 
government economic 
stimulus, including the 
CARES Act, and tax incentives

 Adjust pricing strategy based 
on new market conditions and 
to provide revenue assurance

 Considering the dislocation in 
the debt and equity markets, 
explore and assess M&A 
opportunities

 Evaluation of the accounting 
and disclosure impacts 
stemming from COVID-19 and 
the market volatility

 Determine the impact on short 
and long term liquidity, and 
potential cash movements:

- changes to hedging 
arrangements

- changes to revolver or 
long-term debt needs

- assess the impact on 
existing debt covenants

- reassess financial impact 
on credit losses 

 Reassess financial forecasts 
and scenario modeling and 
adjust earning guidance

 Ensure a clear understanding 
of the communication needs 
and requirements of all 
relevant stakeholders including 
investors, employees, 
suppliers, and customers 

 Apply effective disclosure 
techniques and enhance 
investor relations practices

 Reassess business 
continuity plans for finance 
operations and outsourced 
providers 

 Provide guidance and tools to 
enable remote working 
arrangements, including 
expectations for collaboration, 
communication, and 
performance management

 Identify required 
modifications to corporate 
governance and SOX 
controls in light of 
process changes

 Evaluate need for 
supplemental accounting 
and finance resources and 
technical support

2. Operational execution 3. Stakeholder engagement 4. Strategic opportunities1. Financial position



SEC ACTIONS
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SEC actions

11

SEC extends filing 
deadlines between March 

1st and July 1st by 
45 days if certain 

conditions are met

SEC issued guidance on 
assessing and disclosing 

the evolving impact of 
COVID-19

SEC accents refraining 
from trading prior to 

disseminating of material 
non-public information

SEC issues guidance on 
reporting earnings and 

financial results

More developments 
expected…

SEC issues guidance on 
presenting non-GAAP 
metrics to adjust for 

impact of 
COVID-19



CONSIDERATIONS FOR 
EFFECTIVE STAKEHOLDER 
ENGAGEMENT
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Engagement considerations
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In general, companies do not have a legal obligation to provide real-time updates on the impact of COVID-19, but certain 
events may trigger the need or desire to make updates earlier than the next earnings release or quarterly or annual report.

• In addition to familiar events (i.e., material agreements and exec comp changes), lesser-known 
events trigger disclosure, including draws under credit facilities (Item 2.03), acceleration or increase 
of debt obligations (Item 2.04), reductions in force (Item 2.05) and material impairments (Item 2.06).

• Sometimes these 8-Ks drive broader communications for context and other IR/PR reasons.

Form 8-K

• Historically, announcements of preliminary results have been limited to situations in which earnings 
are materially below guidance ranges.

• While this practice remains the norm, companies appear to be pre-announcing with relatively positive 
results as means of providing an update to investors and withdrawing or adjusting full-year guidance.

Earnings

• Companies are required to disclose all material information in connection with securities offerings 
and stock repurchases. 

• Required filings associated with securities offerings often necessitates broader communications for 
context and other IR/PR reasons.

Offerings 
and 
Buybacks

• Addressing rumors / getting ahead of the leaks or negative news 

• Reg FD compliance / speaking engagements

• Peer company practices, such as “Business Updates”

Other
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Effective stakeholder engagement
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Companies should consider whether economic uncertainties and market volatility have or will affect accounting 
conclusions, internal controls and disclosures.  

• Evaluate whether existing risk factors are adequate or need to be updated in next quarterly report

• Risk factors related to COVID-19 should speak to the specific risks to the entity and companies 
should take care to identify the impacts they are actually experiencing in addition to potential risks.

Risk 
factors

• Discuss any known trends, demands, commitments, events and uncertainties that will, or that are 
reasonably likely to, impact the entity’s financial condition and results of operations

• In the short term, known trends and uncertainties disclosures are likely to be directional and read like 
risk factors.  As visibility improves, disclosures can become more precise.

MD&A

• A number of companies have already included disclosures of the impact from COVID-19 in the 
subsequent event footnotes or issued a Form 8-K

• Financial disclosures are expected to evolve in Q1 and beyond

Financial
statements
disclosures

• Controls may need to be modified or replaced due to changes to personnel, availability of staff, 
segregation of duties, altering access to IT systems to enable remote workplace functions 

• Control changes may require public disclosure

Internal
controls
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Areas of focus for board of directors
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• What policies are in place to protect and support employees? How frequently should they be reassessed?

• Are policies communicated clearly and frequently to employees?

• Does the company understand how its other key stakeholders are being impacted by the COVID-19 crisis 
and is it actively demonstrating corporate purpose (i.e. being part of the broader response)?

Focus on 
Safety and 
Well-being of 
Employees

• What scenario planning is the company doing around a global pandemic and possible recession?

• Understand the array of risk and how management is addressing under different scenarios (e.g. liquidity 
and access to capital, exposure to third parties, etc.).

• Focus on fair value and possible asset impairments that may pose significant risks (e.g. investments, 
goodwill and intangibles, and pensions).

Focus on 
Financial 
Risks and 
Scenario 
Planning

• What measures are being taken to stabilize the company’s supply chain?

• Is the board confident in the company’s business continuity plans?

• Are the company’s technology capabilities able to support a significant increase in remote working and 
virtual operations?

Understand 
Key 
Operational 
Risks

• Understand the scope of the crisis and how management is responding (both internally and externally).

• Consider the potential impact of the COVID-19 crisis on the board’s operations and effectiveness (e.g. 
contingency plans in order to meet virtually).

Ensure Board 
is Apprised of 
Company’s 
Response

• The SEC has called on companies to monitor the necessity for disclosures regarding the current and 
potential effects of COVID-19 as well as the adequacy of the company’s disclosure controls and 
procedures in the reporting of this information.

• Consider if economic uncertainties and market volatility have or will affect accounting conclusions (e.g. 
key assumptions and sensitivities).

• Consider disclosures related to subsequent events and internal controls over financial reporting.

Assess 
Financial 
Reporting and 
Disclosure 
Impacts



CURRENT MARKET 
SNAPSHOT OF 
DISCLOSURES REFLECTED 
IN SEC FILINGS
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Getting ahead of the COVID-19 disclosure curve
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Mid-January through February March to Early April Next 6 weeks

10-K
Peak passing

Detail varied widely by sector

Mostly included in risk factors

Impacts isolated to China

Emphasis on supply chain,           
local Asian demand

Shift to impact on global business

MD&A commentary noting some early 
impacts; great uncertainty in outlook

Financial notes mainly on              
subsequent events

Outlooks withdrawn

P&L warnings

Balance sheet, liquidity warnings

Dividends AND buybacks cut

Cuts to jobs and executive and board compensation

8-K
Current focus

A few early filers

Goodwill valuation

Valuation of investments

Credit losses

Liquidity

Goodwill and asset impairments

Companies are demanding disclosure perspective, 
trends, sector, and segment examples  

Searching for an approach to communicate the great 
uncertainty on critical estimates, outlook, and risks

Framing the business and strategy changes  

How best to use non-GAAP disclosures

Disclosure of changes on controls and procedures

New legal proceedings due to COVID-19

10-Q
Peak coming

0% 20% 40% 60% 80% 100%

Apparel

Cons elect

Retail

Airlines

0% 20% 40% 60% 80% 100%

Household

Food & bev

Telcom, media

IT, software

10-K: detailed COVID-19 disclosure Level of COVID-19 detail

No mention

1 item in a list

1-2 sentences 

1 or more paragraphs

10-K: less detailed COVID-19 disclosure
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COVID-19 disclosure and impacts on Risk Factors
As the COVID-19 economic impact has expanded globally and across industries an increasing number of companies are 
recognizing the associated risk factors.  The table below is based on 10-Q and 10-K filings as of April 15th.

Number of times COVID-19 has been disclosed under Risk Factors in 10-Ks and 10-Qs

As of Apr 15th, 2020

High Level Trends in the data

• The “epidemic” risk factor has broken out from the generic “disasters” designation and elevated to its own risk factor. 

• Typically risk factors do not change significantly year on year.  However the data included in this table illustrates that 
COVID-19 has brought about a significant change under “epidemic”.  This trend may help limit repeating the impact of 
COVID-19 on other risk factors.

• Another key factor that has been impacted is “financial”.  Specific examples of disclosure under this risk factor center 
around volatility, liquidity, debt levels and working capital 

18
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COVID-19 8-K disclosure: 370 company sample 
as of April 14th
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Number of disclosures (including multiple 8Ks filed or furnished) 

0 50 100 150

Liquidity

P&L

Guidance

Jobs/Comp.

Capex

Dividend

Buy-back

Annual Meeting

M&A

Disclosure Timing

Suspended/ 
withdrawn

Unchanged

Reduced/ 
will not meet

Disruption of 
Operations

Revenue

Cost 
cutting in 

place

Cost 
impact

Adequate

Draw down 
revolver Other

Buyback 
cancelled

Dividend / 
Buyback 

kept

Dividend 
review

Dividend

cancelled

Financial Guidance Liquidity / Balance Sheet

P&L Dividend and Buybacks

Most disclosed COVID-19 topics in 8-Ks 

Securities 
issued

Number of disclosures (including multiple 8Ks filed or furnished) 

The bar chart provides a summary of the most frequent 8-K disclosures from 370 companies across a range of market caps 
and sectors. The most frequent disclosures are further disaggregated on the right.  



COVID-19 ACCOUNTING 
AND FINANCIAL REPORTING 
IMPLICATIONS
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COVID-19 – Accounting and financial reporting 
implications 
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Asset impairments 
and insurance 

Goodwill, long-lived,                   
and other intangibles

Inventory

Deferred tax assets

Stock
compensation

Adjustment FY20 
performance targets

Cancellation or 
modification of awards

Leases
Rent concessions, lease 
modifications, lease abandonment

Incremental borrowing rate

Financial statement
disclosures

Loss contingencies

Risk and uncertainties

Going concern

Subsequent events

Revenue
Contract existence:                     
New and existing contracts

Variable consideration

Credit losses

Financial
instruments

CARES Act reporting

Fair values, impairment

CECL application

Hedge accounting

Debt
Classification based on 
impacts to covenants

TDR, modifications, 
extinguishments
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Asset impairments: Potential triggering events 
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If the answer to any of these questions is ‘yes’, a triggering event may have occurred and 
impairment testing may be required

Has our supply chain been disrupted so that we cannot procure raw materials or components for 
finished goods?

Has volatility in commodity prices negatively impacted revenues or production costs?

Have workforce limitations impeded our ability to manufacture products or service our customers?

Have we provided concessions to our customers that exceed normal business practice?

Have we lost business due to event cancellations, store or facility closures, lower consumer 
sentiment, etc.?

Are operations being curtailed temporarily, or assets mothballed?

Have the circumstances significantly changed how we expect to use our long-lived assets?

Are our customers struggling to pay their obligations or even remain in business?

Has our stock price significantly decreased?

Have we revised our earnings guidance downward?

Questions to Consider
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Goodwill: Examples of events suggesting possible 
impairment

23

Reminder: Goodwill must be tested between annual tests if an event occurs or circumstances change to 
indicate that it is more likely than not that an impairment loss has been incurred (i.e. a triggering event).

Deterioration in general economic conditions; limitations on accessing capital; fluctuations in foreign 
exchange rates; other developments in equity and credit markets.

Macroeconomic 
conditions

Deterioration in the environment in which an entity operates; an increased competitive environment; a 
decline in market-dependent multiples or metrics (absolute terms and/or relative to peers); a change in the 
market for an entity’s products or services; a regulatory or political development.

Industry and
market
considerations

Increases in raw materials, labor or other costs that have a negative effect on earnings and cash flows.Cost factors

Negative or declining cash flows or a decline in actual or planned revenue or earnings compared with actual 
and projected results of relevant prior periods.

Financial 
performance

Changes in management, key personnel, strategy or customers; contemplation of bankruptcy; litigation.
Entity-specific 
events

Changes in the composition or carrying amount of net assets; a more-likely-than-not expectation of selling or 
disposing of all, or a portion, of a RU; the testing for recoverability of a significant asset group within a RU; 
recognition of a goodwill impairment loss in the financial statements of a component subsidiary.

Events affecting 
a reporting unit

A sustained decrease in share price (absolute terms and/or relative to peers).

The capital markets downturn as a result of the COVID-19 outbreak may be a triggering event that requires 
goodwill testing for impairment. However, a single day’s market capitalization might not be the best indication 
of fair value in volatile markets; instead, it might be appropriate to use an average market price over a 
reasonable period of time preceding the measurement date.

Share price
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Risks and uncertainties
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 Risks and uncertainties that could significantly affect the amounts reported in the financial statements in the near term 
require disclosure, specifically addressing certain estimates and significant concentrations in the company’s operations. 

 There is no specific prescribed location in the financial statements for the disclosure of risks and uncertainties. 

 Consider the need to repeat and update disclosures in 2020 given how fast the COVID-19 outbreak situation is changing.

Estimates

 Provide qualitative disclosure of estimates when known 
information available indicates:

− it is at least reasonably possible that the effect on the 
financial statements of a condition, situation or set of 
circumstances that existed at the reporting date will 
change in the near term (i.e. within one year of the 
balance sheet date) due to one or more future 
confirming events; and

− the effect would be material.

 Reasonably possible means “more than remote”, which sets a 
fairly low bar for triggering the above disclosures in the context 
of the wide effects of the COVID-19 outbreak. 

 Companies should not only identify the estimates sensitive to 
change, but also explain the reason for the uncertainty.

Vulnerability from concentrations

 Vulnerability from concentrations may arise when a company is 
exposed to risk of loss greater than it would have had it 
mitigated its risk through diversification.

 While in the short term the COVID-19 outbreak may not change 
existing concentrations, a company may need to revise (and 
disclose) which of those existing concentrations create 
vulnerability.

 Examples of concentrations may include:

− concentrations in the volume of business transacted with 
a particular customer, supplier, lender, grantor or 
contributor;

− concentrations in revenue from particular products, 
services or fund-raising events;

− concentrations in the available sources of supply of 
materials, labor or services, or of licenses or other rights 
used in the company's operations; and

− concentrations in the market or geographic area in which 
a company conducts its operations.
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Subsequent events disclosures
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Nonrecognized
(Type 2) 

subsequent 
events

Provide additional evidence about conditions 
that existed as of the date of the balance sheet, 
including estimates inherent in financial 
reporting. 

Subsequent events affecting the realization of 
assets (e.g. receivables or inventories) or the 
settlement of expected liabilities are recognized 
if they represent the culmination of conditions 
that existed over a relatively long period of time.

The financial statements are adjusted for any 
events or changes in estimates resulting from 
recognized subsequent events.

Provide evidence about conditions that did not 
exist at the date of the balance sheet, but arose 
after the balance sheet date but before financial 
statements are issued (available to be issued). 

Examples include changes in fair value or 
foreign exchange rates after the balance sheet 
date.

The nature of the event, and an estimate of its 
financial effect, or a statement that such an 
estimate cannot be made, is disclosed if the 
financial statements would otherwise be 
misleading.

Definition Financial statement effects

Recognized 
(Type 1) 

subsequent 
events

Events occurring after the balance sheet date but before the financial statements are issued (available to be issued for 
non-SEC filers) require disclosure or possibly recognition.
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Subsequent events disclosures (continued)
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Is COVID-19 a recognized or nonrecognized subsequent event?

The World Health Organization did not announce the coronavirus as a global health emergency until the end of January 
2020. Further, the effects of the COVID-19 outbreak did not have a significant impact on global markets and share prices 
until February 2020.

Financial reporting impacts will likely be limited to
nonrecognized subsequent events that should be disclosed. For
example, companies may experience losses due to supply
chain disruptions or volatility in commodities markets that should
be disclosed.

However, there may be existing conditions before December 31
that are further impacted by the outbreak, such that recognition
in the financial statements for the year ended December 31,
2019 may be required. For example, a customer’s bankruptcy
after the reporting date is often the culmination of a sequence of
events that started before that date.

For companies whose fiscal year is other than the calendar
year, and calendar-year companies reporting in Q1 2020, the
COVID-19 outbreak is a current period event that will require
ongoing evaluation to determine the extent to which
developments after the respective reporting date should be
recognized in that reporting period.

As the COVID-19 outbreak caused a series of key events
across the world, companies will need to evaluate the relevant
facts and circumstances to conclude if these are recognized or
nonrecognized subsequent events.

Not Yet Issued Calendar-Year Financial Statements Later Periods
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Going concern assessment

27

No

NoYes

Yes

 To be a going concern, companies must have the ability to meet its obligations as they come due within one year after 
the financial statements are issued (available to be issued for non-SEC filers). 

Management has a responsibility to determine whether there are conditions and events that raise “substantial doubt” 
about the company’s ability to continue as a going concern. 

 Annual financial statements to be issued may require management to consider the COVID-19 outbreak in their going 
concern evaluations. The severity and prolonged effects of the outbreak will likely require a close monitoring of the 
going concern assessment throughout 2020.

The following diagram represents how the going concern assessment is conducted.

Step 1
Assess if substantial 

doubt is raised:

Is it probable that the entity will not be 
able to meet its obligations?

Step 2
Assess if substantial 

doubt exists:
Is substantial doubt alleviated by 

management’s plans?

No financial reporting 
implications

Disclose that management’s 
plans alleviate substantial doubt 

that was raised

Disclose that substantial doubt exists. 
Continue to apply going concern basis of 
accounting until liquidation is imminent



INTERNAL CONTROL 
CONSIDERATIONS
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Internal controls

29

Nearly all US registrants use the Committee of Sponsoring Organizations of the Treadway Commission (COSO) 
Framework to design, implement, monitor and evaluate the effectiveness of internal control over financial reporting (ICFR). 
As a result of the COVID-19 outbreak, the following are key impacts on the components of the COSO Framework.

Key impacts

The board of directors and 
management will need to consider the 

overall impact of changes in
business operations to the control 

environment.

Materiality assessments may change, 
affecting overall risk assessment 

decisions and
considerations relevant to the 
precision of control activities.

Risk assessment should be revisited 
in light of changes in external 

environment.

Internal control must be effectively 
monitored to determine whether 

controls are operating as
designed.

Internal and external communications 
should be tailored to meet the 

demands of the current
landscape.

Relevance and reliability of 
information used to support the 
operation of controls should be

reevaluated, especially for new or 
augmented controls.

New or augmented control activities 
may need to be designed and 

implemented to address new or 
elevated risks.



RECENT TRENDS IN CIVIL 
SECURITIES LITIGATION 
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Recent trends in civil securities litigation
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• Douglas v. Norwegian Cruise Lines, et al., Case 1:20-cv-21107 (S.D. Fl.)

• Alleges that company instructed employees to lie to customers about the risks of COVID and the 
company’s commitment to ensure their safety

• McDermid v. Inovio Pharmaceuticals, Inc., Case 2:20-cv-01402 (E.D. Pa.)

• Alleges that company falsely claimed to have developed a vaccine for COVID-19Pharma/
Biotech

Cruise/
Travel

• Plaintiffs’ attorneys are publicly saying they have no intention in filing reflexive class actions

• At the same time, they are carefully watching for misleading or incomplete disclosures
Others

While some class actions are being filed there is an open question as to whether this is the beginning of a broader trend
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Financial reporting impacts of corona virus
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Q1 2020 – WHAT’S AHEAD?

Click here1 for KPMG’s latest 
guidance, updates and news 
covering financial reporting impacts 
of the COVID-19 outbreak

1 Financial reporting impacts of coronavirus, https://frv.kpmg.us/all-topics/coronavirus.html
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