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 The war on Ukraine has already resulted in 
the soaring of brent crude oil prices to record 
highs, which will likely lead to expected fuel 
hike increases in the near future; further 
increasing the costs of production. This is 
unwelcomed news for the South African 
economy, given its fragile state whilst trying 
to recover from the effects of the global 
COVID-19 pandemic. Furthermore, there 
is speculation around possible shortages 
of fuels, specifically diesel, that may arise 
should the conflict not be resolved by 
the end of April. Talks around possible fuel 
rationing will further limit South Africa’s 
ability to trade and travel.

Many organisations across the world are using 
their influence by publicly denouncing the 
invasion of Ukraine, with some going further 
to withdraw from investments and business 
operations in Russia, and any dealings 
with Russian state-owned entities. Some of 
these organisations may have operations in 
South Africa albeit headquartered in other 
parts of the world. The decision to impose 
sanctions on Russia by these organisations 
could affect South African operations. 
Notably, the big four accounting firms have 
announced that they are separating their 
practices in Russia and Belarus from their 
global network firms.

Amid these recent events, members should 
consider the financial reporting and audit 
implications of these recent developments 
on South African companies. 
Below are some of the areas that members 
should take note of. 

Members would be aware of the recent 
and ongoing Russia – Ukraine war, as well as 
the  developments regarding the imposition 
of financial and trade sanctions on Russia 
and Belarus. While there is a view that 
South Africa’s trading links with Russia and 
Belarus are limited, specific sectors, e.g. 
the agricultural industry, and some local 
entities may have direct exposure to these 
countries. The South African economy, may 
furthermore potentially be impacted by 
rising costs of certain commodities as a 
result of the conflict.
According to a recent article:

• Russia exported goods valued at 
approximately R458 million to South 
Africa and imported products 
valued at R1.3 billion  from South 
Africa in September 2021.

• Top Russian exports to South Africa 
included nitrogenous fertiliser, mixed 
minerals or chemical fertilisers, 
petroleum, coal briquettes and 
medicines.

• Russia’s most important imports 
from South Africa included citrus 
fruit, cars, manganese ore, platinum, 
and apples and pears. South Africa 
exports 5.5 million cartons of apples 
and pears to Russia annually.

• Over the past five years, on 
average, South Africa sourced 
around 30%of its wheat imports 
from Russia and Ukraine.

• Ukraine has a 36% share of the 
global sunflower oil and seed trade.

ISSUED: MARCH 2022

https://www.iol.co.za/business-report/economy/fallout-from-russias-invasion-of-ukraine-has-the-potential-to-impact-sas-economy-799cddc0-568c-40d8-84eb-5ab6e2f24cab
https://unctad.org/system/files/official-document/osginf2022d1_en.pdf
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1. Financial reporting 
implications:
The Russian- Ukraine war may pose some 
financial reporting challenges for entities. 
Due to these economic events, entities may 
need to assess the impact on their financial 
statements and make the appropriate 
judgements and disclosures thereof. Some 
financial reporting considerations include:  

EVENTS AFTER THE REPORTING PERIOD
• Decisions may need to be taken; with 

reference to IAS 10 – Events After The 
Reporting Period; on whether the 
developments in Ukraine/Russia are 
adjusting or non-adjusting events. In 
accordance with IAS 10, an adjusting 
event is one  which provides evidence of 
conditions that existed at the end of the 
reporting period and a non-adjusting 
event is that which is indicative of 
conditions that arose after the reporting 
period. For those material non-adjusting 
events, IAS 10 requires an entity to 
provide disclosures. 

GOING CONCERN
• Entities with material exposures in 

Ukraine/Russia should also consider 
whether a threat exists on the entity’s 
ability to continue as a going concern. 
IAS 1 – Presentation of financial 
statements states that  “an entity should 
prepare financial statements on a going 

concern basis unless management 
intends to liquidate the entity or cease 
trading or has no realistic alternative but 
to do so”. 

IMPAIRMENT OF FINANCIAL ASSETS  (IFRS 
9 – FINANCIAL INSTRUMENTS)
• Investments held in Russian countries 

could face a risk of impairment, either 
from an inability to sell or trade the 
investment, or extract the value of the 
asset from Russia. In these instances, 
entities would need to consider the 
impact on the expected credit losses. 

• Entities that have a customer base 
in Russia, Belarus and/or Ukraine, will 
need to review the recoverability of 
debtor balances. To the extent that 
there is evidence that debtors were not 
recoverable as at the reporting date, 
they may need to consider the effect on 
the impairment of those debtors.       

IMPAIRMENT OF NON-FINANCIAL ASSETS 
(IAS 36)
• Companies with Russian, Belarusian or 

Ukrainian assets may need to undertake 
impairment assessments as the 
impairment indicators are present. 

• Inventories located in Ukraine may be 
impaired due to destruction, theft, or 
damage. Inventories will need to be 
written down if the net realisable value is 
less than its carrying value.

OTHER CONSIDERATIONS 
• Members should be aware that financial 

records may have been destroyed and 
employees may not be able to access 
their offices to fulfill their reporting duties. 
There have been reports of loss of 
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internet connectivity, which may also 
hamper the ability to work remotely.

• Should difficulties be experienced, and 
challenges lie ahead with regards to 
the recording or completion of financial 
records, SAICA encourages these 
entities to seek guidance from their 
auditors and regulators, and where 
applicable, seek legal assistance.

During 2020, SAICA published educational 
material to assist with the application 
of International Financial Reporting 
Standards (IFRS) during the Covid-19 
pandemic which is relevant to consider 
in the context of the Russian- Ukraine war.  
Access the educational material from the 
SAICA website.  

2. Auditing implications
SAICA would like to remind auditors that 
despite the restrictions and other challenges 
that may be encountered due to the 
Russia- Ukraine war, they are still required 
to comply with the prescribed auditing 
standards and other pronouncements, 
albeit that certain requirements will 
be heightened and require enhanced 
consideration. It is important that auditors 
evaluate the impact that the war has 
on audited entities and on the auditor’s 
reporting obligations. 

In particular, audit firms need to:
• Consider the Russia-Ukraine war in 

the planning and risk assessment 
procedures. This may entail obtaining 

an understanding of management’s 
impact assessment and their response 
to applicable sanctions. 

• Be aware of the laws and regulations 
that they need to comply with. Due to 
the rapid changes in sanctions, it may 
be easy to miss non-compliance with 
laws and regulations which may apply 
if a client operates in a country that 
has imposed sanctions.

• Identify impacted audits
• Where a group audit is affected:

* Consider whether or not affected 
components are significant 
components as defined in ISA 
600, Special Considerations-Audits 
of Group Financial Statements 
(Including the Work of Component 
Auditors). 

* Understand whether management 
of affected components’ ability 
to prepare financial statements/
financial information for 
consolidation purposes, has been 
impacted by the war and sanctions, 
and if so, to what extent.

* Understand whether a component 
auditor’s ability to perform audits 
or audit procedures has been 
impacted by the war and sanctions, 
and if so, to what extent.

* Where a component auditor that 
is no longer part of the group 
engagement team’s network firm 
will be utilised, consider whether 
sufficient appropriate audit 
evidence has been obtained to 
comply with the requirements of 
ISA 600.19 and 20 in obtaining an 
understanding the component 
auditor. Additional audit work may 
be necessary in this regard.   

* Where an overall group audit 

https://www.accountancysa.org.za/covid-19/saica-resources/covid-19-ifrs/
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strategy, group audit plan, materiality 
levels, risk assessments and planned 
responses thereto were determined 
prior to the outbreak of the conflict, 
determine whether revisions to any 
of those may be necessary

* Obtain an understanding of any 
audit work that may have been 
performed to date and review that 
work.

• Consider and conclude on whether the 
ability to gather sufficient appropriate 
audit evidence, including at group level 
where appropriate, has been affected.

In the event that the ability of the group 
engagement team to gather sufficient 
appropriate audit evidence is adversely 
affected, we would like to draw the 
attention of auditors to these areas of the 
audit that they may need to consider:

• Group audit requirements – due to 
the sanctions imposed on Russia 
and Belarus and the state of affairs 
in Ukraine, the group engagement 
team may need to perform 
additional or alternative procedures 
in order to obtain sufficient 
appropriate audit evidence. It is 
important to consider whether these 
alternative procedures will enable 
the group engagement team to 
meet the requirements of ISA 600. 
This could be the case where the 
circumstances (the war and the 
sanctions) lead to restrictions to 
access to information due to the 

group engagement team not being 
able to be sufficiently involved in the 
work of the component auditors. 
If the group engagement team 
encounters restrictions on their 
ability to review the component 
auditor’s work, the following may be 
considered:
• Holding discussions with the 

component auditors using 
videoconferencing facilities. 
This may be useful in obtaining 
an understanding of the 
identified significant risk of 
material misstatement to the 
group financial statements, the 
component auditor’s responses 
to these risks and the results of 
the procedures performed. 

• Requesting access to the 
audit files and the necessary 
documentation.

• Considering the outcome 
of previous physical site visits 
performed and the extent to 
which these will still be applicable 
in the circumstances. 

• Requesting the component 
auditor to complete a detailed 
questionnaire that outlines the 
information that the group 
engagement team would usually 
focus on during a physical site 
visit.  

If the group engagement team is unable 
to obtain sufficient appropriate audit 
evidence, the team would need to consider 
their response as required by the revised 
ISA 705, Modifications to the Opinion in 
the Independent Auditor’s Report. Other 
considerations for the auditor’s report 
include whether to report a key audit 
matter (where ISA 701 applies to the 
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engagement) dealing with the additional 
audit work that needed to be executed 
as a result of the war and sanctions and 
how this affected the approach for the 
group audit.  
  
• Impact on the auditor’s assessment of 

going concern
* The auditor of an entity with direct 

exposure to Ukraine, Belarus and/
or  Russia will need to consider the 
impact of the war and sanctions on 
the ability of the entities to continue 
as a going concern. Auditor’s should 
be alert to the risk that there may 
be inadequate disclosure of the 
principal events or conditions that 
may cast significant doubt on the 
entity’s ability to continue as a 
going concern and management’s 
plans to deal with these events or 
conditions. 

* In general, however, auditors should 
consider whether the effects of 
the conflict on the South African 
economy have appropriately been 
taken into account by management 
in their future cash flow projections, 
on all audits.   

Given the fluid nature of the situation and 
the complexity of the sanctions regime, 
members should also consider obtaining 
legal advice in order to address their 
specific circumstances.    

In May 2020, after the outbreak of the 
COVID-19 pandemic in South Africa, 

SAICA issued a Frequently Asked 
Questions: The impact of COVID-19 on 
audit considerations (FAQ)  document. 
While the FAQ’s may have been published 
in response to the pandemic, it is SAICA’s 
view that the guidance provided in the 
FAQ’s is appropriate and suitable to assist 
auditors involved in the audit of financial 
statements of entities that have been 
affected by the war in Ukraine. Auditors 
are urged to consult the FAQ particularly 
for guidance relating to:
• Specific risks relating to fair value 

measurement and impairment 
considerations.

• Revision in the risk assessment and the 
impact on materiality.

• Going concern considerations. 
• Subsequent events.
• Physical verification of assets.

Auditors need to be alert to the matters 
mentioned above and ensure that the 
appropriate level of professional scepticism 
and judgement is applied throughout the 
audit.

SAICA continues to monitor the impact of 
the war on Ukraine on the accountancy  
profession. To access useful technical 
resources published by audit firms and 
other organisations on the implications of 
the war in Ukraine on financial reporting 
and auditing, visit the SAICA portal. 

https://www.saica.co.za/Portals/0/Technical/assurance/Covid_19_assurance_related_issues_Final.pdf
https://www.saica.co.za/Portals/0/Technical/assurance/Covid_19_assurance_related_issues_Final.pdf
https://www.saica.co.za/Portals/0/Technical/assurance/Covid_19_assurance_related_issues_Final.pdf
https://www.accountancysa.org.za/ukrainecrisis/

