Welcome to your
GAAPinars
Series 1 /2020
15 GAAPinars

We detail what you need to know about financial
reporting, ethics, audit and business risks
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Your Host
Colin Parker
Founder & Principal
GAAP Consulting

•
•
•
•
•

Team leader – advisory and litigation
Former AASB member and AUASB staffer
Former head of Accounting & Auditing Policy,
CPA Australia
Editor – GAAP Alert, NFP Risks and
Compliance, and Reportfraud newsletters
Adviser – GAAP Training and Reportfraud
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GAAPinar #1
COVID-19, Financial Reporting, Auditing & Legal Perspectives
with Carmen Ridley, Sonya Sinclair and Stephen Newman
GAAP Consulting
31 March 2020
GAAPinar commences at 12:00 Australian Eastern Summer Time
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1

Disclaimer
© GAAP Training Pty Ltd – March 2020 – all rights reserved.
This presentation is intended for instruction. It is general information only, and is not
specific business advice or financial advice and no person should rely on the contents
without first obtaining advice from a qualified professional person acting in that role or
reference to source materials such as accounting standards.
Nevertheless, all care has been taken in preparing this information to the time of its
distribution at the training event. GAAP Consulting, related entities, officers and
employees do not accept any contractual, tortuous or other form of liability for this content
or for any consequence arising from its use or for omissions or errors, including
responsibility to any person by reason of negligence.
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Questions for today’s GAAPinar?
How to participate?

• Simply

type your questions into the
“Chat” panel

• We will stop and answer your questions

where appropriate or catch them up at
the end

• Note: Subject to quality, a recording will
be made available
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Special GAAPinar
Devoted to COVID-19

1.
2.
3.

Business and financial reporting implications with Carmen Ridley
Audit implications with Sonya Sinclair
Business law implications with Stephen Newman

What’s New GAAPinar rescheduled to mid-April
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COVID 19
Business and Financial Reporting Perspective
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Presenter
Carmen Ridley
Team Leader – Financial Reporting
cridley@afrs.com.au
04 3802 9867

•

3rd term appointment to AASB

Expertise includes:

•
•
•
•
•
•
•

AASB 16 leases
AASBs on revenue
SPFS, RDR and Simplified Disclosure
Impairment
Business combinations
Litigation support
Training
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What are we dealing with?
Part of the issue is:

• We don’t know what
• We don’t know for how long
• What don’t know what is
happen and

going to

• We don’t know the impact
Rapidly changing conditions - emerging
risk (refer to document from AASB /
AUASB)
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The Business
What might entities be seeing?

• Interruption of production
• Supply chain disruption
• Changes in delivery of education
• Unavailability of personnel / employees working from home
• Closure of facilities
• Financing solutions / breach of loan covenants
• Impact of tourism, disruptions to travel etc
• More cleaning/ sanitisation – increased costs
• Rent deferrals
• Upskilling staff
• Decisions about closure / standing down staff / alternatives
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Implications of employees
working from home
•

Additional equipment to facilitate working from home
• Broadband subsidies

•
•
•
•

Cyber safety measures on employee laptops/ home internet
Insurance – does it cover working from home?
Monitoring performance of staff
Maintaining staff morale / mental health
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Not-for-Profit
Implications
• Social distancing and ban on gatherings
o Impact on fundraising – all face to face fundraising has
been stopped

o Closure of operations

• Loss of jobs likely to have less donations
• More people will need the assistance of the charities
• Volunteers staying at home
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Financial Statement Impacts
Impairment of assets

Revenue
•

Enforceability of contracts
•

Variable consideration

Governmental support
• Economic stimulus
• Tax debts

Foreign exchange
transactions.
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• IPPE
• Right of use assets
• Intangibles (including goodwill)
• Inventory
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02

06

03

Expected credit losses
• Receivables

Provisions
• Onerous contracts
• Restructuring
• Rehabilitation

Fair value of assets
• Investments
• IPPE.
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Employees
• Entitlements
• Share based payment expense
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Going Concern
• “An entity shall prepare financial statements on a going concern basis unless

management either intends to liquidate the entity or to cease trading, or has no
realistic alternative but to do so.” AASB 101

• “Deterioration in operating results and financial position after the reporting period
may indicate a need to consider whether the going concern assumption is still
appropriate” AASB 110

• “An entity should not prepare its financial statements on a going concern basis if

events after the reporting period indicate that the going concern assumption is not
appropriate.” AASB 110
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31 December 2019 Year Ends
• Non-adjusting post balance sheet event
• Carrying amounts of assets and liabilities should be at the reporting date
• Disclosure is needed – entity specific
o Updated up to signing date
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2020 Reporting Periods
• Adjusting event for any reporting period after 31 January 2020
• More information about scale and impact
o Estimates / judgements / assumptions
• What has been happening?
• Assets / liabilities, revenue and expenses will reflect the impact
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Others should
think about
keeping
stakeholders
informed

For ASX
entities

Don’t forget
continuous
disclosure
requirements
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Actual Disclosures/Announcements
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Actual Disclosures/Announcements
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Actual Disclosures/Announcements

Source: AICPA Centre for Plain English Accounting – Consequences of COVID-19 Financial Reporting Considerations
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Actual Disclosures/Announcements

Source: AICPA Centre for
Plain English Accounting –
Consequences of COVID-19
Financial Reporting
Considerations
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Upcoming Financial Reporting
GAAPinars
1.
2.
3.
4.
5.
6.

Leases alive – a deeper dive into the annual reporting requirements (GAAPinar #2)
Rethinking general-purpose financial statements (GAAPinar #3)
Impairment lessons that are not being learned (GAAPinar #5)
Business combinations changes and complexities clarified (GAAPinar #6)
Continuing lessons from AASBs 15, 9 and 7 (GAAPinar #11)
Special Purpose Financial Reporting – the end is near (GAAPinar #13)
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COVID 19
Audit Perspective
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Presenter
Sonya Sinclair
Team Leader – Assurance Adviser Services
sonya@ecorac.com.au
04 1527 0247
Expertise:

•
•
•
•
•
•
•

Audit, ethics, superannuation and accounting
Risk management
Environmental auditor
Clean Energy Regulator Inspector
Quality Assurance Reviewer
Assisting accountancy practices to improve their
quality control, risk management and ability to
deliver a high quality service
Adviser to Reportfraud service
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Audit Implications from
Major Global Risk
• Remote auditing
• Impact on audit quality
• Risk assessments and materiality will evolve and continually be re-assessed
• COVID-19, an emerging risk
• Potential subsequent event disclosure
• Going concern implications
• Group Audits
• Emerging markets
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AUASB COVID 19 Key Themes
• Impact of travel bans affecting audit personnel (and

Remote auditing

client)

• TCWG must assess the impact of COVID-19 on the entity
and financial report

Entity's assessment
of COVID-19
impact

• Disclosures in the financial report must be sufficient
Disclosures
adequate
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Remote Auditing
• Auditing standards still need to be complied with before issuing the auditor’s report
• Obtaining client information in a secure environment
• Consider client deadlines and ‘lockdown periods’ and whether there are possible
extensions (different jurisdictions providing extensions)
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Audit Evidence
• Document ‘remote audit’
o What evidence is required to be obtained?
o How will you obtain that evidence remotely?
• Group audits and the ability to obtain information from other jurisdictions
• Travel bans impacting audit personnel, will this cause a potential scope
limitation in performing the audit work?

• How will scope limitations be appropriately identified and managed
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Remote Audit Considerations at
Planning Stage
• Risk assessments
o Impact of COVID-19 considered by TCWG (severe
o Fair value measurements, estimates, impairment analysis relying on fair values
o Loan covenants, client may need time to deal with lenders
o Expected Credit Losses
• Valuation specialists required?
• Analytics for planning or risk assessment
o Historical comparisons may not be appropriate or useful
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Remote Audit Considerations
• Fraud risk assessment including ‘fraud inquiries in person’? For example, video
conferencing

• Internal controls over financial reporting
o Testing of internal controls may not be possible and will be a big challenge
o Changes to D&I in the current environment? For example, onsite part of the year and
remote the remainder of the financial year

o Rotation of controls may not be possible
o Obtaining the original document
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Remote Fieldwork Testing
• Inventory observations:
o Video feed? Special considerations to be documented
o Condition of the goods will be limiting
o Consider options available, rollback inventory or rollforward
• Use of confirmations
• Management representation letters
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Going Concern

Management’s
responsibility to
evaluate one year
from date of
financial statements

Cash flow projections
highly volatile and
difficult to determine

Significant delays in
issuance of financial
statements ASA 570
para 26
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Reporting on the Engagement
•

Subsequent events

•

Disclosures to be transparent and specific to the
entity

•

Other information (ASA 720 considerations)

•

So uncertain and too much unknown?

•

Evaluation - liquidation basis not appropriate
but impact on Auditor’s Report

Global risk
COVID-19

Impact on
business and
operations

Going concern
basis of
accounting
appropriate

OFR and/or
Subsequent Event

Impact on
Auditor's Report
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Upcoming Audit GAAPinars
1.
2.
3.
4.

Audit quality – learning the lessons from ASIC audit
inspections (GAAPinar #4)
Managing and auditing going-concern risk (GAAPinar #7)
Implementing the revision to auditing accounting
estimates and related disclosures (GAAPinar #9)
Fraud and NOCLAR risks – a clear and present danger
(GAAPinar #12)

34

•
•
•
•
•
•
•
•

Whistleblowing to regulators
Pre-emptive manage issues internally
Anonymity of compliant
Managed by an independent 3rd party
Alleged NOCLAR/Fraud reported to designated contact
Educate thru quarterly newsletter and other tools
Annual health check
Cost ‘doable’

Andrew Parker
Reportfraud.org.au
0401 858 889
andrew@reporfraud.org.au
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Five minute coffee break

36
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Presenter
Hope Earl

Corporate & Commercial Lawyer
snowman@hopeearle.com.au or
Stephen.newman.law@gmail.com
04 5088 3423
Specialisations
• Litigation and dispute resolution
• Corporations law & ASX listing rules
• Application of AASBs and ASA
• Audit practice risk management
• Dealing with ASIC investigations and enforcement
proceedings and auditor negligence and other
civil claims
• Fraud detection and investigation
Adviser to Reportfraud service
GAAPinar session presenter on business risks and
employment law
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COVID 19
Legal Considerations
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Coronavirus Economic Response Package
Omnibus Act 2020
Insolvency Relief
• Bankruptcy Notice

•
•

o
o

Limit increased from $5K to $20K
Time for compliance increased from 21 days to 6 months

Protection from creditor action against debtors who intend to present their own
debtors petition is increased from 21 days to 6 months
Statutory Demands

o
o

Limit increased from $2K to $20K
Time for compliance increased from 21 days to 6 months
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Coronavirus Economic Response Package
Omnibus Act 2020
Insolvency Relief
• Safe harbour

o
o
o
o

Mechanism that protects directors from
breaching the duty to avoid insolvent trading
Extended to cover debts incurred in the
ordinary course of business – onus of proof on
the director
Ordinary directors’ duties to creditors still
apply and need to be considered
Holding companies can also avail themselves of
the extended safe harbour
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Coronavirus Economic Response Package
Omnibus Act 2020
Extension of Treasurer’s Powers
• Treasurer can make a disallowable legislative instrument to exempt or modify,
generally or with conditions, specific obligations imposed on specific persons under
the Corporations Act or Corporations Regulations

•

Temporary measure lasting 6 months
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Continuous Disclosure
•

Listed companies are still required to
comply with ASX LR 3.1 and Guidance
Note 8

•

Numerous Covid-19 announcements
regarding earnings guidance, financial
performance and business activities
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ASIC - AGMs
ASIC has said it will take ‘no action’ against public companies with 31 December financial
year end where:
• Their AGM is postponed up to end of July

•
•
•
•

Their AGM is a ‘virtual meeting’ (hybrid AGM – physical location and online facilities or
virtual AGM – solely online)
Supplementary notices are issued to shareholders up to two business days before the
scheduled date of the meeting
which provide further instructions for online participation
ASIC’s ‘no action’ position on virtual AGM’s is predicated on the technology that is used
permitting members to ask questions of the auditor and about management and voting
occurring by a poll rather than a show of hands, and
Check constitution to see if virtual meetings can be held.
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ASIC – Other Matters
Financial reporting
• ASIC has not seen indications of any significant
issues for entities in meeting their full year and
half year financial reporting obligations at 31
December 2019

•

Situation is being monitored

Regulatory focus
• Until at least 30 September 2020, ASIC’s
regulatory priority will be on the risk of
significant consumer harm, serious breaches of
the law, risks to market integrity and time
critical matters
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Employment Law Implications
•
•
•

Employers have responsibilities to their employees under work health and
safety laws e.g. provision of information, restriction of work travel,
management of health procedures, WFH, and concern for employees’
mental health
Employers cannot control employees’ personal travel but this is not a
current issue given travel restrictions interstate and overseas
There is no general right to stand down employees without pay. Regard
needs to be had to relevant awards, enterprise agreements and
employment agreements
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Employment Law Implications
•

The Fair Work Act contains a default power to stand down an employee if the employer’s
operations have to be shut down for a period of time and its employees cannot be
usefully employed. The use of this power has not been tested in a pandemic, however,
Government mandated shutdowns would justify the use of the ‘stand down’ power.
Qantas and Virgin are prime examples
If an employee is already authorised to be absent from work e.g. carers’ leave or sick
leave, a ‘stand down’ without pay does not apply during that time

•
•

Employees can be invited to take accrued leave or leave without pay. If an applicable
Modern Award or enterprise agreement permits it, an employer can direct its employees
to take annual leave if they have excess annual leave

46

Upcoming Business Risk GAAPinars
1.
2.
3.
4.

What’s new in GAAP, GAAS, APES and the regulators?
(GAAPinar #1)
The legalities of contemporary business risks affecting
preparers and auditors (GAAPinar #8)
Developments in employment law and the risks for
preparers and auditors (GAAPinar #10)
Reporting and auditing considerations for 30 June
(GAAPinar #14)
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CONCLUSION
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The team
•
•
•
•
•
•
•
•

Colin Parker (financial reporting, audit, ethics, and risk management)
Carmen Ridley (financial reporting)
Sonya Sinclair (audit, risk management, and financial reporting)
Stephen La Greca (financial reporting, audit, and risk management)
Stephen Newman (legal)
Andrew Parker (training, marketing and event management)
Jim Dixon (public and NFP sectors)
Stephen Downes (client communications)
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Remember GAAP Resources
•
•
•
•
•
•
•
•

GAAP Alert – Monthly newsletter
LinkedIn – articles and updates
Twitter – over 4000 tweets
NFP Risks and Compliance information service (Qrt)
New Fraud and NOCLAR newsletter (Qrt)
Special GAAP Reports
Technical consultations
www.gaaptraining.com.au

Think of us as your outsourced technical team
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www.gaaptraining.com.au
1.
2.

Register for further GAAPinars in this series
Extensive GAAPinar library of 60 contemporary topics
– 90 CPD hours

3.
4.

View and download the latest newsletters inc. GAAP
Alert and NFP Risks and Compliance
Do you have a question? Want to suggest a training
topic? Want to inquire about face-to-face training?
Use the live chat-box for a timely response

5.

More to come this year
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Follow Up
Colin Parker
Founder & Principal – GAAP Consulting
Team Leader – Advisory & Litigation
colin@gaap.com.au
www.gaap.com.au
04 2108 8611

Colin Parker
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