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ASIC’s areas of focus – December 2018 
financial reports 
ASIC has published its areas of focus for December 2018 financial reports, covering full year and interim 
reporting (see ASIC media release - 3 December 2018). 

As expected, new accounting standards are at the top of the regulator’s list of 9 focus areas this reporting 
season.  

The other areas will be familiar from prior years, with entities’ disclosures in operating and financial 
reviews and disclosure of non-IFRS financial information returning to the list from prior years. 

The 9 focus areas for ASIC are: 

• new accounting standards 
• impairment testing and asset values 
• revenue recognition 
• expense deferral 
• off-balance sheet arrangements 
• tax accounting  
• operating and financial review 
• non-IFRS financial information, and 
• estimates and accounting policy judgements. 

 

New accounting standards 

It is no surprise that ASIC will be following closely entities’ adoption of the new accounting standards this 
reporting period. December 2018 is the first time that both full-year and half-year reports will be 
prepared applying the new reporting requirements in AASB 9 Financial Instruments, and AASB 15 
Revenue from contracts with customers.  

ASIC commissioner John Price continued to voice concerns about the level of preparation of some 
companies, and questioned whether this was adequate at this point.  

ASIC has indicated that it will review selected full-year and half-year reports, focusing on compliance 
with the new standards, and take action where required. 

Reporters should also consider the future impact of new accounting requirements not yet mandatory for 
December 2018, including: 

• AASB 16 Leases (applies from years commencing 1 January 2019) 
• AASB 17 Insurance contracts (applies from years commencing 1 January 2021, subject to the 

IASB’s proposal to defer application to 2022), and 
• Amendments to standards to apply the new definition and recognition criteria in the Conceptual 

Framework for Financial Reporting (applies from years commencing 1 January 2020). 

ASIC drew particular attention to the new leases guidance. Entities with financial years ending 31 
December 2018 will be reporting to the market part-way into the year for which the new standard is 
applicable. These entities will be required to comply with disclosure requirements about the future 
impact of the leases standard in their annual reports.  
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ASIC noted it would be reasonable for the market to expect that companies will be able to quantify the 
impact of the new standards, particularly for the leases standard. The regulator also emphasised that any 
forecast results for the 2019/20 financial year should be consistent with the accounting basis required by 
the new standards for that year. 

Changes to conceptual framework 

The changes to the Conceptual Framework for Financial Reporting have been issued by the 
International Accounting Standards Board (IASB). The Australian equivalents have yet to be published by 
the Australian Accounting Standards Board (AASB). However, entities that state compliance with 
International Financial Reporting Standards (IFRS) will need to consider whether they have relied on the 
current framework in determining their accounting policies for transactions, events or conditions that are 
not otherwise dealt with under Australian Accounting Standards. If they have such policies, they should 
consider whether these may need to be revised as a result of the new framework, and disclose any 
expected impact, including, if possible, the amount of the impact.  

Disclosure of climate change, Brexit and other emerging risks 

Looking beyond the financial statements, ASIC renews its focus on adequacy of disclosures in companies’ 
operating and financial reviews, with an emphasis on risks that could materially affect an entity’s future 
financial position or performance. Examples of topics that could warrant inclusion are climate change, 
Brexit, digital disruption, new technologies and cyber security. 

Entities that operate in industries affected by climate change should note recent publications from ASIC 
(report) and the AASB and AUASB (joint bulletin) on climate risk, which signal an increased focus from 
the financial reporting community on the impact of climate change risk on companies’ financial results.  

Entities that do business in the UK will need to consider disclosure of the risks arising from Brexit. These 
entities may find PwC's global publication Accounting implications of the UK's Brexit decision for 
December 2018 period ends insightful. 

Based on previous years, we expect ASIC to release its findings of December 2018 financial reports in 
mid-2019. 
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