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ASIC findings from 31 December 2017 financial reports 

ASIC has announced the findings of its review of the 31 December 2017 financial 
reports of 90 Australian listed and other public interest entities. In a media release (5 
July 2018) and accompanying report of its findings, ASIC noted it had contacted 17 
entities to ask them to explain their accounting treatments across 20 matters.  
 
The regulator stated it was disappointed with the number of companies that had 
quantified the impact of the new revenue and financial instruments standards, which 
appeared to indicate a lack of preparedness. ASIC also reminded financial report 
preparers to focus on the impact of the upcoming leases and insurance standards and 
changes to the conceptual framework.  
 
The majority of ASIC's enquiries related to revenue recognition, indicating there are still 
a number of companies that struggle with the accounting in this area.  
 
Asset values and impairment testing was another area of concern, particularly the use 
of fair value where entities are using discounted cash flow techniques to estimate fair 
value but rely on a large number of management inputs rather than verifiable external 
assumptions. ASIC explained that if management cannot reliably estimate the value that 
would be received from the sale of an asset in an orderly transaction between market 
participants, the entity may need to use the asset's value in use as its recoverable 
amount. While the relevant standard requires entities to use the higher of the two (ie. 
value in use or fair value), ASIC stated that fair value can't be used if it can't be 
determined reliably (ie. where it's based on a large number of management 
assumptions).  
 
ASIC also had tax accounting in its sights, making enquiries of two entities that didn't 
disclose disputes with the ATO. They also made enquiries with two entities about 
amortisation of intangible assets in which they questioned the appropriateness of the 
amortisation period. Their remaining enquiries related to the classification of liabilities, 
business combinations, estimates and accounting policy judgements. 
 
Further information: ASIC media release – 5 July 2017 
PwC new standards webpages: Revenue, Leases and Financial Instruments 
Source: ASIC 

 

Tax - Draft law to extend the definition of an SGE  

Treasury has released exposure draft legislation to extend the definition of a Significant 
Global Entity (SGE) for income years commencing on or after 1 July 2018. This follows 
the 2018-19 Federal Budget announcement to this effect. The main impact of the 
legislation is that more companies will be subject to measures that apply to SGEs, 
including the requirement to lodge general purpose financial statements. Broadly, an 
SGE is an entity which has annual global income of A$1 billion or more, or which is part 
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of a group of entities consolidated for accounting purposes that has annual global 
income of A$1 billion or more. 
 
Once the measures are enacted, the definition of SGE will no longer solely depend on 
whether an entity prepares actual consolidated financial statements. Instead, an entity 
could also be an SGE if it is a member of a group that would be required to prepare 
consolidated financial statements if it was headed by a listed company, even if it was, 
for example, privately owned and not required to prepare consolidated financial 
statements. In addition, exceptions under relevant accounting principles to consolidate 
as a single accounting group (e.g. investment entities or due to materiality) will be 
disregarded.    
 
The expanded definition will mean that the following entities may now qualify as an 
SGE: 
 

1. subsidiaries of privately held companies, partnerships or trusts where the global 
parent entity is not currently required to prepare consolidated financial 
statements  

2. subsidiaries of investment entities where the investment entity qualifies as an 
SGE, or will qualify once the subsidiaries are included in a 'de facto' 
consolidated accounting group (eg. groups headed by superannuation funds), 
and 

3. subsidiaries that are not consolidated in the financial statements of a global 
parent entity because they are immaterial. 

 
Not all of the entities that are subject to the extended SGE definition will be subject to 
the country-by-country reporting requirements. However, all of the other rules currently 
applicable to SGEs will also apply to those covered by the extended SGE definition (eg. 
increased penalties, the requirement to lodge general purpose financial statements, 
diverted profits tax and the multinational anti-avoidance law).  
 
For further information about the draft legislation please refer to our TaxTalk Monthly - 
August 2018 (page 5). 
 

Comments on AASB’s proposals for reporting entity and special 
reporting issues due soon 

As reported in May this year, the AASB has issued a consultation paper proposing to 
remove entities’ ability to lodge special purpose financial statements (SPFS) with ASIC 
and other regulators. Comments on phase 1 of the proposals are due by the end of this 
week (9 August), with comments on phase 2 to follow on 9 November.  
 
There will still be a two-tier reporting framework, but entities will no longer be able to opt 
out of disclosures by self-assessing as non-reporting entities. Tier 1 of the reporting 
framework will continue to be fully IFRS compliant and mandatory for all entities with 
public accountability.  
 
For tier 2, the AASB is proposing two options, and is looking for feedback on which 
option is more appropriate for both users and preparers: 
 

 Option 1: existing tier 2 (ie. reduced disclosure regime, RDR) disclosures, and 

 Option 2: new tier 2 disclosures which will encompass the disclosures in the 
accounting standards that were previously mandatory for SPFS (AASB 101, 
AASB 107, AASB 108, AASB 1048 and AASB 1054) plus disclosures about 
related parties, revenue, impairment of assets and income tax (‘special 
disclosure regime’, SDR).  

Consolidation and equity accounting is required in some circumstances under both 
options. Transitional relief similar to AASB 1 is being considered. 
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What are PwC’s views? 

PwC is supporting the AASB’s proposals in principle. Specifically: 

 Phase 1 is essential to allow Australian entities to maintain compliance with 
IFRS.  

 
Phase 2: 

 Australia is the only country which allows self-assessment of what is reported to 
a regulator. The change will align our capital markets with global market norms 
and provide clarity about the format and content of financial reports.  

 We support adopting the proposed new SDR as replacement of the current 
RDR. The RDR has not been widely adopted as the disclosures are still 
relatively extensive for unlisted entities. The proposed SDR is similar to the 
ASIC Regulatory Guide for non-reporting entities, but with consolidation and 
equity accounting being mandatory and with additional disclosures that are 
expected in the current environment such as related party transactions and 
taxation disclosures. The SDR will set a minimum bar of disclosures to be 
provided by all entities, and provide guidance on when additional disclosures 
may be required.  This will retain the flexibility currently provided by the SPFS 
regime.  

 We encourage the AASB in Phase 2 to also introduce further simplified (tier 3) 
reporting requirements for smaller not-for-profit entities. A cash and 
commitments based approach is worth investigating. 
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