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Local news: ASIC areas of focus, SPFS removal 

update, simplified disclosures and new 

not-for-profits definition 

ASIC areas of focus 
ASIC has released its areas of focus (17 June 2019) for 30 June 2019 financial statements. 
Revenue and its timing, expense deferral, the tax effect of transition, the timing of 
impairment recognition, and off-balance sheet items are the most common areas of ASIC 
surveillance letters to companies. Not surprisingly, the impact of the new accounting 
standards is top of the list. The required disclosures about the effect of the new standards 
are more extensive than what was included by many companies in their 31 December 2018 
interim reports so we would expect to see more detail this 30 June reporting season.  

There also continues to be a focus on non-IFRS financial measures and their reconciliation 
back to the financial report. Further items are the focus on the operating and financial review 
(OFR) in describing strategy, and risks such as climate change, technological disruption and 
Brexit. 

Removal of special purpose financial statements (SPFS) for for-profit entities 
getting closer 

We expect the AASB to issue an exposure draft shortly which will propose removing the 
ability of for-profit private sector entities to prepare SPFS where they are required to comply 
with Australian Accounting Standards (AAS) for financial years commencing on or after 1 
July 2020.  

However, PwC recommends companies consider community expectations and broader 
stakeholders’ interests when deciding whether to continue preparing SPFS this reporting 
season. This applies in particular for proprietary companies that will continue to be large 

https://asic.gov.au/about-asic/news-centre/find-a-media-release/2019-releases/19-143mr-major-financial-reporting-changes-and-other-focuses/


under the revised thresholds applicable from 1 July 2019.   When increasing the thresholds, 1

Treasury noted that some of these companies' financial statements were downloaded from 
the ASIC website at a high rate, indicating users want the information contained in the 
reports. There is a higher expectation that some of these companies may need to prepare 
general purpose financial statements (GPFS). 

Based on the updates provided after recent AASB meetings, we expect entities may not 
need to restate comparatives for consolidation or equity accounting changes in the year of 
adoption, but will instead disclose the restated balance sheet as at the beginning of the first 
GPFS financial statements. 

Not-for-profit and public sector entities will not be affected by these proposals as the AASB 
has a separate project to revise the reporting frameworks for these entities, which is still 
ongoing. Entities that are not required by legislation or otherwise to prepare financial 
statements that comply with AAS can also continue preparing SPFS if they are not a 
reporting entity.  

Further information: AASB Action Alert 198 - June 2019 

New mandatory requirement to disclose compliance with recognition & 
measurement requirements 

To improve the clarity and transparency of SPFS while these can still be prepared, the 
AASB is proposing (in ED 293) to introduce a mandatory requirement to disclose:  

● why the entity has prepared SPFS
● whether the entity has complied with all recognition and measurement (R&M)

requirements in AAS
● if the entity has not complied with all R&M requirements, where it does not comply, and
● if the entity has subsidiaries or investments in associates or joint ventures, whether

they have accounted for them in accordance with AAS (NPF entities may simply state
that they have not determined whether interests held in other entities would qualify as
subsidiaries, associates or joint ventures under AAS).

When implemented, this will apply for financial years ending on or after 30 June 2020 to all 
entities that are required to comply with AASB 1054 Australian Additional Disclosures, 
being: 

● for-profit entities lodging SPFS with ASIC under Part 2M.3 of the Corporations Act
2001, and

● NFP entities lodging SPFS with the Australian Charities and Not-for-Profits
Commission (ACNC).

These amendments do not require any changes to accounting policies and should not be 
difficult for entities to apply. PwC encourages clients to consider including disclosures along 
these lines now - where this information is not already provided in the notes to their financial 
statements - as this will significantly increase the transparency of their financial report.  

1 See our Straight away bulletin from 9 May 2019 for details. 

https://www.aasb.gov.au/admin/file/content102/c3/198-ActionAlert.pdf
https://www.pwc.com.au/assurance/ifrs/assets/straight-away-alert-20190509.pdf


Comments on the proposals should be provided to the AASB by 19 August 2019. 

Further information: ED 293 Amendments to Australian Accounting Standards - Disclosure 
in Special Purpose Financial Statements of Compliance with Recognition and Measurement 
Requirements 

New simplified disclosure standard for all Tier 2 entities

To lessen the impact from the removal of SPFS, the AASB has been developing a proposed 
new disclosure standard which would replace the current reduced disclosure requirements 
(RDR). Unlike the current RDR approach, which shows through shading in the standard 
which disclosures can be omitted, all disclosures relevant for Tier 2 entities will be set out in 
a separate disclosure standard.  

The new standard is expected to have less disclosures than required under RDR, providing 
relief for entities already preparing GPFS that comply with the RDR. Entities that currently 
prepare SPFS, however, may have to step up their disclosures. The disclosures are closely 
based on the IFRS for SMEs standard, but adapted as necessary to reflect differences in 
recognition and measurement requirements. 

The simplified disclosure standard will apply to all entities reporting under the so-called Tier 
2, being: 

● for-profit private sector entities that do not have public accountability
● not-for-profit private sector entities, and
● public sector entities (for-profit and not-for-profit) other than the Australian Government

and state, territory and local governments.

Proposed new definition of ‘not-for profit entities’ 

As part of the AASB’s overhaul of the financial reporting frameworks, it is proposing (in ED 
291) to replace the current definition of ‘not-for-profit (NFP) entity’  with the definition that is 2

applied under the New Zealand standards . 3

The classification as for-profit or NFP entity determines whether an entity must comply with 
the NFP-specific requirements in the accounting standards. The distinction between 
for-profit and NFP will become even more significant if the AASB develops a separate NFP 
financial reporting framework with more than two reporting tiers and possibly simplified 
recognition and measurement requirements for some of these entities.  

2 An entity whose principal objective is not the generation of profit. A not-for-profit entity can be a single entity or 
a group of entities comprising the parent entity and each of the entities that it controls. 

3 An entity whose primary objective is to provide goods or services for community or social benefit and where 
any equity has been provided with a view to supporting that primary objective rather than for a financial return to 
equity holders. 

https://www.aasb.gov.au/admin/file/content105/c9/ACCED293_07-19.pdf
https://www.aasb.gov.au/admin/file/content105/c9/ACCED293_07-19.pdf
https://www.aasb.gov.au/admin/file/content105/c9/ACCED293_07-19.pdf


The AASB does not intend to change the types of entities that are NFPs, but only provide 
more clarity in the application of the definition by:  

● having a greater focus on the nature and purpose of an NFP
● using positive language to describe who is an NFP, rather than who is not, and
● supplementing the definition with guidance and illustrative examples.

Comments on these proposals must be provided to the AASB by 9 September 2019. 

Further information: ED 291 Not-for-Profit Entity Definition and Guidance 

AASB issues revised Conceptual Framework for Financial Reporting 

The AASB has issued the International Accounting Standards Board (IASB)’s revised 
Conceptual Framework for Financial Reporting and made consequential amendments to 
various AAS (in AASB 2019-1). This is consistent with the AASB’s mandate to maintain 
compliance with International Financial Reporting Standards (IFRS). 

At this stage, the revised framework will only apply to for-profit private sector entities with 
public accountability that are required by legislation to comply with AAS. The adoption of the 
revised framework for other entities is tied to the removal of SPFS (discussed earlier), so 
other entities will continue to refer to the old framework for the time being.  

The revised conceptual framework incorporates the IASB’s meaning of ‘reporting entity’, 
which differs significantly from the Australian reporting entity concept. It also includes 
revised definitions and recognition criteria for assets and liabilities, and a new chapter on 
measurement. Having the revised framework in place is important as it ensures Australian 
entities that currently claim compliance with IFRS Standards can continue to do so.  

The revised conceptual framework and the associated amendments to AAS will apply for 
financial years beginning on or after 1 January 2020. Entities that have relied on the current 
conceptual framework in determining their accounting policies for transactions, events or 
conditions that are not otherwise dealt with under AAS will need to consider whether the 
adoption of the revised framework could affect those policies. Depending on the 
circumstances, this may need to be disclosed, even in 30 June 2019 financial statements. 

Further information: AASB 2019-1 Amendments to Australian Accounting Standards - 
References to the Conceptual Framework 
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