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15 Crucial Topics to Think About 

In this issue of Corporate Advisor, we explain 15 financial-reporting, regulatory, and 
corporate-governance topics of crucial importance to CFOs and directors.

We’re focusing mainly on regulatory issues that affect the preparation of 30 June 2021 
reports – ASIC’s targets, FAQs and lessons from previous reviews.  The detail in contained in 
the appendices.  Directors and preparers need to keep these front-of-mind and address 
them. 

Good news – there are no substantial new standards for 30 June 2021.  However, there is 
the revised definition of materiality in AASB 101 Presentation of Financial Statements that 
requires much thoughtful consideration. 

Understanding AASB 2020-2 Amendments to Australian Accounting Standards – Removal 
of Special Purpose Financial Statements for Certain For-Profit Private Sector Entities and an 
early-adoption assessment will be relevant to many entities.

To conclude we identify five issues of specific interest to directors: Best-practice guidance 
on board papers released; Guidance on the virtual world; Whistleblowing and anti-
corruption recommendations in force; Director identification number nears; Companies 
fined over late reporting; and Camp Australia back-pays employees $1.7m.

The Hall Chadwick team looks forward to working with you on the challenges ahead.
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ASIC Highlights Focus Areas for 30 June 2021

Contributed by: Graham Webb, Partner, Hall Chadwick (NSW)

The Australian Securities & Investments Commission has highlighted key focus areas for 
financial-reporting periods ending 30 June 2021. 

Among them are:

• The impact of COVID-19 conditions on asset values, provisions, going concern, and 
disclosures of key assumptions, risks, strategies and prospects

• The treatment of impairment reversals for non-IFRS profit measures

• The implementation of the International Financial Reporting Standards interpretations 
committee’s agenda decision on cloud-computing costs, and

• Climate disclosures.

ASIC expects directors, preparers, and auditors to pay attention to asset values, provisions, 
solvency and going-concern assessments, events occurring after year-end and before 
completing financial reports, disclosures and operating and financial reviews. 

ASIC commissioner Cathie Armour said, ‘As COVID-19 conditions continue to evolve, the 
quality of financial reports and related disclosures remain more important than ever for 
keeping investors informed.

‘The circumstances of companies and the environment in which they operate can 
change significantly from one reporting period to the next. This could significantly affect 
assessments of asset values and financial position.

‘Disclosing key assumptions, risks, the drivers of results, management strategies and 
prospects will be important for investors and other users of financial reports. This includes 
both full-year and half-year reports.’

Entities may continue to face uncertainties about future economic and market conditions 
and their impacts on business. Assumptions underlying estimates and assessments should 
be realistic – neither overly optimistic nor pessimistic – and supportable. 

Useful and meaningful disclosures about business impacts and potential uncertainties 
will continue to be vital. Uncertainties might lead to a wider range of valid judgements 
on asset values and other estimates and may change from period to period. Disclosures 
about them, key assumptions, and sensitivity analysis will be important to investors.

OFRs should complement the financial report, telling the story of how an entity’s 
businesses are affected by the pandemic. Underlying drivers of results and financial 
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position should be explained as well as risks, management strategies, and prospects.
ASIC will conduct its regular review of full-year financial reports of selected larger listed 
entities and other public-interest entities as at 30 June 2021.  The commission’s reviews will 
focus on entities and industries most affected by current conditions.

For detail, see Appendix 1, ASIC focus for 30 June 2021 financial reports.

ASIC reminds entities that appropriate experience and expertise needs to be applied in 
reporting and audits, especially in more difficult and complex areas such as asset values 
and estimates.

Directors and auditors should be given enough time to consider issues and to challenge 
assumptions, estimates and assessments.

Directors should make appropriate enquiries of management to ensure that key 
processes and internal controls have operated effectively during periods of remote 
work. Where possible, auditors should work on-site rather than remotely, including for the 
assessment of stock counts and system walk-throughs.
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ASIC’s FAQs UPDATED

Contributed by: Mark Taylor, Director, Hall Chadwick (QLD)

ASIC’s FAQs about the pandemic’s effects have been updated.

They cover changes to JobKeeper and insolvency reforms as well as developments 
relating to ‘casual employees’.

The FAQs are also informative about:

• Focus areas and factors to consider

• Disclosures in financial reports and OFRs

• Using non-IFRS financial information

• Half-year report disclosures

• Directors’ liability

• Loans and receivables provisioning

• Lessor and lessee accounting for rent concessions

• Non-COVID-19 focus areas

• Directors’ solvency statements

• Time extensions for reporting

• The ‘no action’ position on the timing of AGMs

• Virtual meetings, and

• Reporting by auditors.

ASIC Relieves Pressure on Reporting Deadlines

Contributed by: Nikki Shen, Partner, Hall Chadwick (WA)

ASIC has extended the deadline for both listed and unlisted entities to lodge financial 
reports under chapters 2M and 7 of the Corporations Act 2001 by a month for balance 
dates from 23 June 2021 to 7 July 2021.

The extended deadlines aim to relieve pressure on the resources of smaller entities, 
providing adequate time for audit completions given COVID-19 challenges.

When deciding whether to depart from normal statutory deadlines, directors should 
consider the information needs of shareholders, creditors, and other report users as well as 
meeting borrowing covenants and other obligations.
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ASICs Latest Financial-Reporting Findings

Contributed by: Drew Townsend, Partner, Hall Chadwick (NSW)

ASIC’s latest listed-entities review continues to show that impairment and asset values are 
most troublesome.

The commission reviewed financial reports of 85 listed entities for the year ended 31 
December 2021.

It sought explanations from 15 entities on 22 matters, 13 of them concerning impairment 
of non-financial assets, asset values, and disclosures in operating and financial reviews.  
It’s a continuing theme from earlier reviews.

MATTER NO. OF INQUIRIES

Impairment and other asset values 10

Operating and financial reviews 3

Consolidation accounting 2

Lease accounting 2

Off-balance sheet arrangements 1

Revenue recognition 1

Provisions 1

Other matters 2

Total 22
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Matters involving two of the entities have been concluded without changes to their 
financial reporting. Inquiries of the remaining 13 continue.

Many companies have continued to make useful and meaningful disclosures on the 
impact of COVID-19 conditions. However, some entities adversely affected by the 
pandemic did not appear to give sufficient attention to the reporting of asset values and 
financial positions.

COVID-19 conditions might create uncertainties that require using probability-weighted 
scenarios. Disclosure of assumptions is key. The commission continued to query companies 
that appeared to have made unrealistic and unsupportable assumptions about future 
cash-flows, and where disclosures did not clearly identify the impacts of COVID-19.

ASIC emphasised that directors and auditors needed to focus on impairment of non-
financial assets, particularly as businesses navigate the pandemic.

For more detail see Appendix 2 ASIC review of 31 December 2020 financial reports.
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AFS Licensees May Use Lease Assets

Contributed by: Sandeep Kumar, Partner, Hall Chadwick (NSW)

ASIC will allow AFS licensees that are lessees to include a right-of-use asset in the 
calculation of their net tangible assets, and, where the right-of-use asset is a current asset, 
adjust surplus liquid funds and surplus liquid funds.

To implement the changes, ASIC has updated:

• ASIC class order [CO 13/760] – Financial requirements for responsible entities and 
operators of investor directed portfolio services

• ASIC class order [CO 13/761] – Financial requirements for custodial or depository 
service providers

• ASIC class order [CO 12/752] – Financial requirements for retail OTC derivative issuers

• The standard licence conditions in ASIC Pro Forma 209 – Australian financial services 
licence conditions, and

• ASIC regulatory guide 166 – Licensing: Financial requirements.

The commission has also modified existing AFS licence conditions so that a right-of-use 
asset is deemed not to be an excluded asset.

Affected AFS licensees should review their financial-requirement calculations considering 
the changes, which are immediate. 

ASIC previously issued a temporary ‘no-action’ position for AFS licensees about potential 
breaches of financial requirements that arise from recent changes to the accounting 
treatment of lease assets. The no-action position no longer applies.

Under s912A(1)(d) of the Corporations Act 2001, an AFS licensee is generally required 
to maintain adequate resources, including financial resources, to provide the financial 
services that it is authorised to provide under its licence terms.  Requirements are specified 
in each AFS licence and are based on pro forma 209 and various ASIC legislative 
instruments.
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Revised Materiality Applies

Contributed by: Colin Parker, Principal, GAAP Consulting

A revised definition of materiality applies to 30 June 2021 financial statements for the first 
time.  It is important. Let me quote:

‘[I]nformation is material if omitting, misstating or obscuring it could reasonably be 
expected to influence decisions that the primary users of general purpose financial 
statements make on the basis of those financial statements, which provide financial 
information about a specific reporting entity.’

Be very familiar with the nuances ‘obscuring’, ‘could reasonably be expected to 
influence’, and ‘primary users’. The reference to ‘specific reporting entity’ should, I hope, 
see the end of lazy boilerplate disclosures and a trend towards more meaningful ones. 

The revised definition applies to both recognition and disclosures.  It should drive a 
thoughtful rethink of disclosures in particular.

It’s supported by application guidance in AASB 101 Presentation of Financial Statements.

Practice statement 2: Making Materiality Judgements provides guidance to help entities 
to make materiality judgements when preparing general-purpose financial statements. 
It contains a four-step process for applying materiality and includes guidance on how to 
make materiality judgements in specific circumstances.

It is an essential part of understanding and applying the new definition. Along with the 
two conceptual frameworks – the recent for-profit one and older not-for-profit.

Embrace the challenges and provide more meaningful reporting for users. It will help in 
their decision-making.
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COVID-19 Rent Concessions Extended

Contributed by: Michael Hillgrove, Partner, Hall Chadwick (WA)

The Australian Accounting Standards Board has extended by a year the deadline for 
applying for the practical expedient in AASB Leases.

The expedient helps lessees accounting for COVID-19-related rent concessions. The 
extension to 30 June 2022 comes through AASB 2021-3 Amendments to Australian 
Accounting Standards – Covid-19-Related Rent Concessions.

The expedient permits lessees to account for rent concessions imposed because of the 
pandemic as if they did not modify leases. 

AASB 2021-3 extends the expedient originally provided by AASB 2020-4 Amendments to 
Australian Accounting Standards – Covid-19-Related Rent Concessions to concessions 
that reduce lease payments originally due only on or before 30 June 2022, provided other 
conditions for applying it are met.

The amendments apply to annual reporting periods beginning on or after 1 April 2021 but 
may be adopted early.

Transitioning From SPFSs

Contributed by: Graham Webb, Partner, Hall Chadwick (NSW)

A key decision for preparers and boards is whether to adopt for the 30 June reporting 
season AASB 2020-2 Amendments to Australian Accounting Standards – Removal of 
Special Purpose Financial Statements for Certain For-Profit Private Sector Entities.

Early adoption of an accounting standard is not normally high on companies’ agenda.  Is 
AASB 2020-2 any different?

Carrots have been offered.  In addition to existing relief available in AASB 1 First-time 
Adoption of Australian Accounting Standards and AASB 10 Consolidated Financial 
Statements, extra concessions are:

• Restating comparative information in the year of transition

• For entities that have complied with all recognition and measurement requirements in 
previous SPFSs relief from presenting comparative information for disclosures that they 
had not previously made, and

• Changes the date of transition to the beginning of the reporting period rather than 
the beginning of the earliest comparative period. 
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AASB 2020-2 also does not require an entity to distinguish the correction of prior-period 
errors from changes in accounting policies in the year of transition, provided an entity 
adopts the standard no later than the first year it becomes mandatory (that is, a period 
beginning before 1 July next year).

The adoption decision will also be influenced by whether full general-purpose financial 
statements or new AASB 1060 General Purpose Financial Statements – Simplified 
Disclosures for For-Profit and Not-for-Profit Tier 2 Entities are prepared.  Regardless of the 
result, additional disclosures are required.  These need to be viewed through the lens of 
the revised definition of materiality.

The decision will also depend on the type and quality of financial statements previously 
prepared, since better quality actually means fewer changes and less work and effort. 
Rubbish financials that fail to comply with anything mean a huge amount of work and will 
benefit most from early adoption

The decision to early-adopt (or not) requires considered thought, including whether an 
entity has the skills, competencies and resources to transition to the new regime in a 
relatively short time.  Be sure to involve your auditors.

Some, perhaps many, will not make any formal decision and simply kick the can down 
road to 2022. But they need to ensure that transition from SPFSs is high on the agenda 
after their 30 June statements are completed. Much work will need to be done.
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Misunderstanding Over The Removal of SPFs

Contributed by: Carmen Ridley, former AASB member

Five aspects of removing special-purpose financial statements seem to be troubling 
preparers and auditors. 

AASB 2020-2 Amendments to Australian Accounting Standards – Removal of Special 
Purpose Financial Statements for Certain For-Profit Private Sector Entities needs explaining. 
Let me set out the misunderstandings and what to do about them. 

No. Misunderstanding Clarity

1

Not-for-profit entities will no 
longer be able to prepare 
special-purpose financial 
statements

The changes to the framework (except for the removal of RDR) 
affect only for-profit private sector entities. NFPs can continue to 
prepare special-purpose financial statements if they have made the 
assessment that they are not a reporting entity under SAC 1 Definition 
of the Reporting Entity.

The AASB has indicated that a discussion paper on the proposals for 

the NFP financial-reporting framework will be released late this year 
or early next. 

2

All trust deeds (and other 
documents) will need to be 
updated before 30 June 
2021

If a constituting or other document contains a requirement to 
prepare financial statements in accordance with Australian 
Accounting Standards and the document was created or amended 
after 1 July 2021 then the entity will be required to prepare general-
purpose financial statements.

If the document was created before 1 July then AASB 2020-2 
contains a grandfathering provision to allow entities to continue to 

prepare special-purpose financial statements. 

There is no requirement to update constituting or other documents 
before 30 June 2021.

3

If any change is made 

to a constituting or other 

document after 1 July 

2021 then general-purpose 
financial statements will be 
required

If the constituting or other document contains a requirement 
to prepare financial statements in accordance with Australian 
Accounting Standards and it was amended after 1 July 2021 then 

the entity will be required to prepare general-purpose financial 
statements unless the sentence requiring preparation of financial 
statements in accordance with Australian Accounting Standards 

is removed simultaneously with the change that is already being 
made.

4

Grandfathered companies 

under the Corporations Act 

can continue to prepare 

special-purpose financial 
statements

Grandfathered companies under the Corporations Act are not 

required to lodge financial statements with ASIC, however they 
are required to prepare statements as if they were lodging them. 
Therefore, they will be required to prepare general-purpose 
statements from 1 July 2021.

5

Companies subject to a 
class order that provides 

an audit exemption can 
continue to prepare 

special-purpose financial 
statements

If a company is required to prepare financial statements in 
accordance with the Corporations Act but they have class order 
relief from audit, they will be required to prepare general purpose 
financial statements since there is no relief from preparation.
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Transition Relief to Tier 2 - Simplified 
Disclosures for NFPs

Contributed by: Clive Massingham, Director, Hall Chadwick (QLD)

AASB 2021-1 Amendments to Australian Accounting Standards – Transition to Tier 2: 
Simplified Disclosures for Not-for-Profit Entities provides limited optional comparative-
information relief for NFPs adopting AASB 1060 early by transitioning from either Tier 1 or 
Tier 2 – Reduced Disclosure Requirements to Tier 2 – Simplified Disclosures.

The relief is available for reporting periods beginning before 1 July. It provides optional 
relief from having to present comparative information in the notes to the financial 
statements where the entity did not disclose the comparable information in its most 
recent previous Tier 1 or Tier 2 general-purpose financial statements.

Best-Practice Guidance on Board 
Papers Released

Contributed by: Steven Nguyen, Director, Hall Chadwick (MELB)

The Governance Institute of Australia has launched Board papers guidance to help to 
ensure that key decision-makers are armed with well-written, relevant, and accurate 
information

The institute says that well-prepared board papers are vital in equipping directors with 
the information they need to make effective, timely decisions. But too often they are 
overwhelming in volume and information – but still insufficient for good decision-making.

Substandard board papers can have serious consequences, recent corporate crises 
highlighting deficient information to boards as a factor in failings.

Board papers guidance outlines:

• The purpose of board papers – they are the primary means by which directors gain the 
information required to fulfill their governance role in organisations

• Tips on writing style for board papers – adopt a formal business writing style that is 
factual, dispassionate and, where possible, evidence-based

• Tips on developing guidelines for board paper preparation – ensure that papers 
contain key information for informed directors’ decision, but not so much that critical 
elements are obscured, and

• A sample board-paper template.
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Guidance On The Virtual World

Contributed by: Drew Townsend, Partner, Hall Chadwick (NSW)

• Guidance: Update on AGMs, electronic document execution and digital shareholder 
communications by AICD aims to help organisations hold AGMs and use electronic 
documents. 

• Key issues covered include:

• The latest legislative and regulatory updates, and what these mean for holding virtual-
only AGMs, hybrid AGMs, and issuing notices of meetings

• Tips for holding AGMs in the current environment, including how to build in flexibility in 
case of changing circumstances, such as more COVID-19 outbreaks

• Key lessons from the 2020 AGM season on how to best prepare, mitigate risks, and 
engage shareholders at meetings that use digital technology, and

• What you need to consider before and during an AGM.

Whistleblowing and Anti-Corruption 
Recommendations in Force

Contributed by: Sandeep Kumar, Partner, Hall Chadwick (NSW)

The fourth edition of the Australian Securities Exchange’s Corporate Governance 
Principles and Recommendations comes into force for entities with a 30 June balance 
date. 

Revisions include changes to principle 3 Instil a culture of acting lawfully, ethically and 
responsibly, which has been strengthened by the inclusion of two new recommendations 
– to implement a whistleblowing and anti-bribery and corruption policy and suggestions 
as to how to do it.

Listed entities are expected to measure their governance practices against the fourth 
edition’s recommendations.

Each ASX-listed entity is required under listing rule 4.10.3 to include in its annual report 
either a corporate-governance statement that meets the rule’s requirements, or the URL 
of the page on its website where such a statement is located. 
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Recommendation 3.3 states: A listed entity should: (a) have and disclose a whistleblower 
policy; and (b) ensure that the board or a committee of the board is informed of any 
material incidents reported under that policy.

Recommendation 3.4 states: A listed entity should: (a) have and disclose an anti-bribery 
and corruption policy; and (b) ensure that the board or a committee of the board is 
informed of any material breaches of that policy.

The principles and recommendations are specifically directed at ASX-listed entities.  Other 
bodies, however, might find them helpful in formulating governance rules and practices.

Director Identification Numbers Near

Contributed by: Nikki Shen, Partner, Hall Chadwick (WA)

As part of the Treasury Laws Amendment (Registries Modernisation and Other Measures 
Act) 2020, directors, including alternative directors and those of registered foreign 
companies and companies governed by the Corporations (Aboriginal and Torres Strait 
Islander) Act 2006 will be required to apply for a director identification number (DIN). 

DINs hope to combat illegal phoenixing by providing more effective tracking of directors 
and their corporate histories.  The move also improves data integrity and security.  

A DIN will be a permanent unique identifier and will be issued only once a director has 
established his or her identity to the satisfaction of the registrar of the Australian Business 
Registry Services. The registrar is the commissioner of taxation.

DIN provisions began on 4 April, and testing, which ends on 31 October, aims to ensure 
their effective operation. 

Deadlines set by Treasury through various legislative instruments for DIN implementation 
are:

• Directors will need to obtain a DIN by 30 November 2022 

• CATSI-Act directors will need to obtain a DIN by 30 November 2023, and

• Persons wishing to be appointed as a director after 30 November 2022 must have a 
DIN before appointment.

Penalties for non-compliance, such as applying for several DINs or misrepresenting a DIN, 
include infringement notices and civil and criminal penalties, including jail.
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Companies Fined Over Late Reporting

Contributed by: Michael Hillgrove, Partner, Hall Chadwick (WA)

ASIC has recently prosecuted three companies for failing to comply with their financial-
reporting obligations.

Burbank Properties Pty Ltd failed to lodge annual financial reports for five years between 
2015 and 2019. Convicted, Burbank was fined $5000.

JHT Holdings Ltd failed to lodge annual financial reports for five years between 2014 and 
2018. Convicted, the company was fined $5000.  

Grundfos Australia Holding Pty Ltd was charged with late lodgement of annual financial 
reports for five years over the same period. The company was discharged without 
conviction by way of a bond under section 19B of the Crimes Act and was required to be 
of good behaviour.

Australian companies are required by law to lodge annual financial reports with ASIC 
within a specified period after the end of each financial year.

The commission said that it would continue to take action to ensure that companies 
complied with reporting obligations. Accurate and timely reporting allowed shareholders, 
creditors, and the public to make informed decisions about companies.
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Camp Australia Back-Pays Employees $1.7M

Contributed by: Clive Massingham, Director, Hall Chadwick (QLD)

National childcare company Camp Australia Services Pty Ltd is back-paying employees 
more than $1.7 million after entering an enforceable undertaking with the Fair Work 
Ombudsman.

The company, which provides outside-school-hours and holiday-camp childcare at more 
than 590 locations, self-reported in December 2019 underpayments that had occurred 
between 2013 and 2019. 

After a manager at one of its holiday camps raised underpayment concerns, the 
company conducted an internal review and discovered it had underpaid employees’ 
entitlements. 

Employees were underpaid overtime, annual and personal leave entitlements, and first 
aid, fare, meal, and vehicle allowances. 

Camp Australia is back-paying 7420 current and former employees a total of $1.74 million 
(not including interest and superannuation). 

Fair Work Ombudsman Sandra Parker said the undertaking committed the company to 
stringent measures to improve workplace compliance.

‘[…] Camp Australia will engage, at the company’s own cost, an independent auditor to 
check its compliance with workplace laws for the next two years. The company must also 
provide us with information about systems and processes it has developed for ensuring 
compliance in the future.’

‘Our investigation found underpayments were the result of deficiencies in the company’s 
payroll system, policies, and governance processes. This matter demonstrates how 
important it is for employers to place a high priority on having adequate governance 
systems in place.’ 

Camp Australia is required to display notices on its website and on social media 
detailing its breaches.  It is also required to publish a notice in The Weekend Australian 
Financial Review, apologise to workers, commission training on workplace-relations laws 
for managers, and commission an independent organisation to operate a hotline for 
employees for six months.

The organisation must also make a $122,167 contrition payment to the Commonwealth’s 
Consolidated Revenue Fund.
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Appendix 1 Detail on ASIC Focus Areas for 30 June 2021 Financial Reports

Focus Explanation

Factors affecting 
asset values, 
provisions and 
assessments of 
solvency and going 
concern

Factors to consider include:

• Business and domestic/international economic factors

• Industry-specific factors

• Impact on customers, borrowers and lessees

• Impact on supply chains

• Exposures to overseas operations, transactions and currencies

• Short-term versus long-term conditions

• The availability, distribution and take up of COVID-19 vaccines

• Duration of containment measures and business closures

• Extent and duration of assistance and support by governments and others

• Impact on short-term operating cash flows

• Debt refinancing, borrowing covenants, lender forbearances and liquidity support

• Modifications of debt and lease contracts, and

• Capital raising.

Expected credit 
losses on loans and 
receivables

Think through the appropriateness of key assumptions used in determining expected 
credit losses. Assumptions should be reasonable and supportable.

Consider the need for more reliable and up-to-date information about the circumstances 
of borrowers and debtors.

Consider short-term liquidity issues for borrowers and debtors, as well as their financial 
conditions and earnings.

In determining expected credit losses, past models and experience may not be 
representative of current expectations. A probability weighting of possible scenarios may 
be needed.

Whether the rebuttable presumptions for loans in arrears for 30 days or 90 days being 
moved into higher categories for assessing credit losses can continue to be rebutted 
under current loan repayment deferral arrangements for some borrowers who may have 
had short-term liquidity issues.

Remember the importance of the disclosure of estimation uncertainties and key 
assumptions.

Asset values – 
impairment of non-
financial assets

Goodwill, indefinite useful life intangible assets and intangible assets not yet available for 
use must be tested for impairment annually.

Entities adversely impacted in the current environment may have new or continuing 
indicators of impairment that require impairment testing for other non-financial assets.

Consider the appropriateness of key assumptions supporting the recoverable amount of 
non-financial assets.

Given uncertainties, it may be necessary to use probability-weighted scenarios in making 
estimates of both fair value and value in use. In those cases, modelling risk may still need 
to be factored into the discount rate used in a discounted cash flow model.

Disclosure of estimation uncertainties, key assumptions, changing key assumptions, and 
sensitivity analysis or information on probability-weighted scenarios.
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Focus Explanation

Asset values – 
carrying amount 
property assets

Factors adversely affecting the values of commercial and residential properties should be 
considered, despite any absence of market transactions. 

These may include:

• Expected changes in office work practices affecting tenants’ future space 
requirements

• Possible changes in consumer preferences between ‘bricks and mortar’ retail and 
on-line shopping

• Economic or industry impacts on future tenancy

• Changes in the financial conditions of existing tenants, and

• New or ongoing impacts of restructuring of agreements with tenants.

Specifically, consider the lease-accounting requirements, the treatment of rental conces-
sions by lessors and lessees, and the impairment of lessee right-of-use assets.

Asset carrying 
amounts – other

Consider the following:

• The value of inventories, including where demand decreases and inventory levels 
increase

• Whether it is probable that deferred tax assets will be realised, and

• The impact of the COVID-19 pandemic on the value of investments in unlisted entities.

Provisions Consideration should be given to the need for provisions for matters such as onerous 
contracts, financial guarantees given and restructuring.

Estimates and 
judgements

The circumstances in which judgements on accounting estimates and forward-looking 
information have been made, and the basis for those judgements, should be properly 
documented at the time and disclosed as appropriate. 

This will minimise the risk that hindsight is applied when information, estimates and 
judgements are reviewed later by others.

Any assumptions, estimates, assessments and forward-looking information should have 
a reasonable basis, and the market should be updated through continuous disclosure if 
circumstances change.

Cloud computing The IFRS Interpretations Committee issued an agenda decision Configuration or 
Customisation Costs in a Cloud Computing Arrangement. 

The decision confirms that a cloud computing customer should expense the costs of 
configuring or customising the supplier’s application software in a ‘software as a service’ 
arrangement.

There should be sufficient time to identify past amounts capitalised that should be 
expensed before 30 June 2021 financial reports are completed. Adjustments are treated 
as a change in accounting policy.

If past amounts to be expensed may be material but cannot be identified for 30 June 
2021 reporting, this should be prominently disclosed.  Adjustments should be made in the 
next financial report

Subsequent events Events occurring after year-end and before completing the financial report should be 
reviewed as to whether they affect assets, liabilities, income or expenses at year-end or 
relate to new conditions requiring disclosure.
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Focus Explanation

Disclosure – general 
considerations

When considering the information that should be disclosed in the financial report and 
OFR, directors and preparers should put themselves in the shoes of investors and consider 
what information investors would want to know.

Disclosures should be specific to the circumstances of the entity, its businesses, its assets 
and its financial position and performance.

Changes from the previous period should be considered and disclosed.

Disclosures – 
financial report

Uncertainties may lead to a wider range of valid judgements on asset values and 
estimates. The financial report should disclose uncertainties, changing key assumptions 
and sensitivities.

This will assist investors in understanding the approach taken, understanding potential 
future impacts and making comparisons between entities.

Explain where uncertainties have narrowed or changed since the previous full-year and 
half-year financial reports.

The appropriate classification of assets and liabilities between current and non-current 
categories on the statement of financial position should be considered. That may have 
regard to matters such as maturity dates, payment terms and compliance with debt 
covenants.

Other matters to consider may include off-balance-sheet exposures and the impact of 
recent developments concerning leave entitlements of casual employees.

Disclosure – 
assistance and 
support by 
governments and 
others

Entities should appropriately account for each type of support and assistance from 
government, lenders, landlords and others.

Both the financial report and OFR should prominently disclose material amounts, as well 
as the commencement date and either the end date or expected duration of support or 
assistance.  Examples include JobKeeper, land tax relief, loan deferrals and restructuring, 
and rent deferrals and waivers.

Entities should also disclose the amount of any material voluntary returns of JobKeeper or 
other support or assistance.

Non-IFRS financial 
information

Any non-IFRS profit measures in the OFR or market announcements should not be 
presented in a potentially misleading manner.

Where asset impairment losses were excluded from a non-IFRS profit measure in a prior 
period, any impairment reversal should also be excluded from that measure.

Where a net tangible asset figure is presented by a lessee, there should be a prominent 
footnote on the same page explaining whether some, all or no lease right-of-use assets 
have been included.

Disclosure – OFR The OFR should complement the financial report and tell the story of how the entity’s 
businesses are impacted by the pandemic and changing circumstances.

The overall picture should be clear, understandable, and supported by information that 
will enable investors to understand the significant factors affecting the entity, its businesses 
and the value of its assets.

The OFR should explain the underlying drivers of the results and financial position, as well 
as risks, management strategies and prospects.

Significant factors not attributable to the pandemic should be included and given 
appropriate prominence, such as changes in consumer preferences or new competitors.

Climate-change risk could have a material impact on the prospects of entities. Directors 
may also consider whether to disclose information that would be relevant under the 
recommendations of the task force on Climate-related Financial Disclosures.

Disclosure – half-
year reports

Half-year reports may need to include significant disclosure about developments and 
continuing impacts since 31 December 2020 of COVID-19 conditions and other significant 
factors.
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Topic Findings

Impairment ASIC’s inquiries on assessments of the recoverability of the carrying values of assets, 
including goodwill, mining assets, and property, plant and equipment included:

Reasonableness of cash flows and assumptions:  The cash flows and assumptions used in 
determining recoverable amounts were not reasonable or supportable having regard to 
matters such as historical trading results, current and forecast commodity prices, or the 
impact of and uncertainties due to COVID-19 conditions.

Disclosures: Disclosures not being made of key assumptions, including discount rates and 
growth rates, and for fair values the valuation techniques and inputs used.

These disclosures are important to investors and other users of financial reports given 
the subjectivity of these calculations/assessments. They enable users to make their own 
assessments about the carrying values of the entity’s assets and risk of impairment given the 
estimation uncertainty associated with many asset valuations.

Expected credit 
losses on trade 
receivables

No disclosure of the basis for determining expected credit losses despite indications of 
increased credit risk.

Estimated loss rates did not adequately reflect the credit risk related to long outstanding 
receivables by using sufficient forward-looking information.

Operating and 
financial review

ASIC enquired about the quality of the entity’s OFR, and the extent to which it 
complemented the financial report and told the story of how the entity’s business is 
impacted by the pandemic.

No information had been provided about business strategies and prospects and the 
impacts of COVID-19 on key assumptions.

Companies continued to indicate that the impacts of COVID-19 on its business cannot be 
determined.

Consolidation ASIC enquired about the accounting for the loss of control of a subsidiary and treatment of 
the remaining interest as a joint arrangement.

The commission was concerned about the accounting for a joint arrangement where 
continuing indicators exist that the entity may have control.

Lease accounting Enquired about the entity’s treatment of a sale and leaseback transaction that resulted in a 
material gain on sale. 

Another was resolved with no changes to the financial report following further information 
and explanations from the entity.

Off-balance-
sheet 
arrangements

Enquired about the basis for an entity’s apparent derecognition of trade receivables under 
a debtor securitisation facility.

Revenue 
recognition

Concerning an entity’s contracts with significant customers, where revenue recognition is 
dependent on agreed milestones related to product development.

ASIC has also inquired with an entity about its accounting policy for late fees, which relates 
to a matter arising from the reviews of 30 June 2020 financial reports.

Provisions Enquired about potential liabilities with respect to cyber breaches.

Enquired about the adequacy of make-good provisions in connection with leased 
properties. No regard was paid to the obligations under its lease agreements.

Appendix 2 ASIC Review of 31 December 2020 Financial Reports
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