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In this edition, we remind entities that time is 
running out to implement the ‘triple threat’ 
three new accounting standards on revenue, 
financial instruments, and leases.

We also include a checklist of questions for 
directors and CEOs of charities to ask when 
reviewing the 30 June 2017 financial report.

Our ‘Blind Freddy’ series this month 
continues with a focus on common errors 
made by preparers of financial statements 
on the relatively straight forward standard,  
AASB 102 Inventories.

Finally, we summarise some recent agenda 
decisions by the IFRS Interpretations 
Committee on issues that will not be taken 
onto its agenda. These are worth noting 
because the approach taken in agenda 
decisions will be followed by securities 
regulators worldwide.

COUNT DOWN TO ADOPTING 
AASB 9, 15, & 16 – TIME IS 
RUNNING OUT!

The effective date for AASB 9 & 15 is fast approaching and transition date has 
already passed for entities with December, March, and June year ends.

AASB 9 & 15 KEY DATES FOR ASX LISTED ENTITIES (AS AT 30 SEPTEMBER 2017)

TRANSITIONAL IMPACTS
DEC YEAR 

ENDS
MARCH YEAR 

ENDS
JUNE YEAR 

ENDS

Transition date – full transition
1 Jan 2017 
-9 months

1 Apr 2017 
-6 months

1 Jul 2017 
-3 months

Transition date – partial transition
1 Jan 2018
3 months

1 Apr 2018
6 months

1 Jul 2018
9 months

First reporting date: Half-year reporting
30 Jun 2018

9 months
30 Sep 2018
12 months

31 Dec 2018
15 months

Deadline for submitting half-year report
31 Aug 2018
11 months

30 Nov 2018
14 months

28 Feb 2019
17 months

First full financial year
31 Dec 2018
15 months

31 Mar 2019
18 months

30 Jun 2019
21 months

Deadline for submitting preliminary full 
year report

28 Feb 2019
17 months

31 May 2019
20 months

31 Aug 2019
23 months

Deadline for submitting full year 
financial report

31 Mar 2019
18 months

30 Jun 2019
21 months

30 Sep 2019
24 months

≤12 Months  ≤24 Months

We caution anyone contemplating delaying AASB 15 transition to the last moment by 
utilising the partial retrospective method. This route comes with one major draw-back. 
In order to give users comparative information, in the year of adoption, those entities 
electing to apply the partial retrospective method will have to maintain two sets of books:

 X One applying AASB 15, and 
 X One continuing to apply AASB 118 Revenue and AASB 111 Construction Contracts. 

By 31 August 2018, all listed Australian entities with December year ends should have 
lodged their half-year financial reports, which include applying AASB 9 and AASB 15. 
This is only 11 months away.

http://www.bdo.com.au
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AASB 9 FINANCIAL INSTRUMENTS

AASB 9 significantly changes the financial reporting landscape for how entities account 
for financial instruments. 

Entities will need to determine which of the four AASB 9 categories their financial assets 
belong to. In a number of instances, the use of amortised cost will be restricted, resulting 
in both difficulties in measuring an asset’s fair value, and increased earnings volatility. 

Financial assets (including trade receivables, intercompany loans, other investments etc.) 
will also be subject to a new ‘expected loss’ impairment model, which means entities 
could be recognising impairment losses earlier than under AASB 139. This will likely 
result in additional losses being recognised on transition, with a positive impact on post 
adoption reported earnings.

New hedging rules also make it easier for many entities to qualify for hedge accounting, 
reducing volatility in profit or loss movements from period to period. The relaxed rules 
could well see entities revisiting their treasury policies.  

The challenges of implementing this standard should not be underestimated. One area 
of complexity is collating historical and forward-looking data for determining expected 
losses under the new impairment model, particularly in respect of intercompany loans 
and loans to associates. Another area is documenting hedge relationships. Even though 
the effectiveness testing requirements are less onerous, entities wishing to apply hedge 
accounting will need to set up processes and systems to meet the documentation 
requirements for hedge accounting. The new hedging rules also mean entities may start 
to issue more exotic hedging products such as swaptions, zero cost collars, etc. This in 
turn will lead to increased complexity. 

AASB 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

The challenge of adopting AASB 15 cannot be underestimated. The standard will change 
the pattern of revenue recognition for most entities. In a significant number of cases, 
adoption of AASB 15 will result in the recognition of revenue in a pattern that does not 
correspond to the amount invoiced to the customer. 

Changes to processes and systems may be required so that the accounting system 
can recognise revenue in accordance with AASB 15 rather than when invoiced to the 
customer. 

The introduction and ongoing compliance with AASB 15 requires coordination between 
an entity’s sales team, the accounting team and those responsible for business systems 
and processes, requiring detailed analysis of sales contracts and any modifications to 
those contracts.

AASB 16 LEASES

The mandatory adoption of AASB 16 is one year later than AASB 9 and 15. However, 
entities should consider whether to early adopt the standard and have one ‘big bang’ in 
2018 to provide a stable reporting platform going forward.

The accounting headlines of applying AASB 16 are:
 X There is no such thing as rental expense
 X All leases come on balance sheet
 X An entity’s net current assets will decrease, and
 X An entity’s EBITDA will improve. 

Again, the implementation challenges should not be underestimated. One area of 
complexity is determining which contracts contain leases, as the requirements are 
pervasive and require a review of service contracts to see if they contain assets that are 
within the scope of AASB 16. 

For contracts that contain leases, companies are required to set up a right-of-use asset 
register and calculate the lease liability for each leased asset. Systems and processes are 
required to calculate asset amortisation and the finance costs arising from leased assets.
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AASB 16 KEY DATES FOR ASX LISTED ENTITIES (AS AT 30 SEPTEMBER 2017)

TRANSITIONAL IMPACTS
DEC YEAR 

ENDS
MARCH YEAR 

ENDS
JUNE YEAR 

ENDS

Transition date – full transition
1 Jan 2018 
3 months

1 Apr 2018 
6 months

1 Jul 2018 
9 months

Transition date – partial transition
1 Jan 2019
15 months

1 Apr 2019
18 months

1 Jul 2019
21 months

First reporting date: Half-year reporting
30 Jun 2019
21 months

30 Sep 2019
24 months

31 Dec 2019
27 months

Deadline for submitting half-year report
31 Aug 2019
23 months

30 Nov 2019
26 months

29 Feb 2020
29 months

First full financial year
31 Dec 2019
27 months

31 Mar 2020
30 months

30 Jun 2020
33 months

Deadline for submitting preliminary full 
year report

29 Feb 2020
29 months

31 May 2020
32 months

31 Aug 2020
35 months

Deadline for submitting full year 
financial report

31 Mar 2020
30 months

30 Jun 2020
33 months

30 Sep 2020
36 months

≤12 Months  ≤24 Months >24 Months

IF YOU REQUIRE ASSISTANCE

If you require assistance transitioning to AASB 9, 15, and 16, please contact your 
engagement partner or BDO IFRS Advisory Services.

DIRECTORS/CEOS OF 
CHARITIES – 30 JUNE 2017 
FINANCIAL REPORTING 
CHECKLIST
When reviewing your charity’s financial report for 30 June 2017, you may find the checklist 
below a useful tool in ensuring you have complied with the financial reporting requirements 
of the Australian Charities and Not-for-profits Commission Act 2012 (Act) as well as the 
Australian Charities and Not-for-profits Commission Regulation 2013 (Regulations).

KEY QUESTIONS FOR DIRECTORS/CEOs TO ASK 
ABOUT THE FINANCIAL REPORT

COMMENTS

1 If the charity is a ‘medium registered entity’ has it had a 
review or audit engagement conducted?

Act: s205-25(2) 
Turnover is $250,000 to 
$999,999 
Act: s60-20(1)
Financial statements must 
either be reviewed or audited

2 If the charity is large, has it been audited? Act: s205-25(3)
Turnover is $1,000,000 or 
more
Act: s60-25
Financial statements must be 
audited

3 Is the charity obliged to submit financial statements to a 
state or territory-based regulator?

If so, determine exactly 
what financial information 
is required (this varies 
significantly from one 
regulator to another)

https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services


4 ACCOUNTING NEWS

KEY QUESTIONS FOR DIRECTORS/CEOs TO ASK 
ABOUT THE FINANCIAL REPORT

COMMENTS

3A Will the ACNC accept these state or territory-based 
regulator financial statements?

Refer ACNC web site

4 If no state or territory-based financial statements are 
required (i.e. financial statements prepared under the 
ACNC Act 2012), is the charity preparing general purpose 
or special purpose financial statements?

Regulation: s60.10 – Note 1
 
Regulation: s60.30(1) 

5 If full GPFS - has an explicit and unreserved statement of 
compliance with IFRS been included?

If so, this is likely to be 
inappropriate.

It would be unusual for this 
statement to be appropriate 
for a charity unless all 
NFP-specific requirements 
in Australian Accounting 
Standards are N/A to the 
entity

5A If general purpose financial statements (GPFS) - have 
reduced disclosures (RDR) been applied?

Most charities are not publicly 
accountable (Tier 1) under 
AASB 1053 Application of Tiers 
of Accounting Standards and 
can therefore prepare GPFS 
with reduced disclosures

5B If RDR financial statements – have all recognition and 
measurement requirements been applied?

AASB 108, paragraphs 7 - 12

5C If RDR financial statements – has an explicit and 
unreserved statement of compliance with RDR been 
included?

AASB 1054, paragraph RDR 7.1

5D If RDR financial statements – has the aggregate total 
of key management personnel compensation been 
disclosed?

AASB 124, paragraph 17

6 If special purpose financial statements (SPFS) – have 
all four primary financial statements been included 
(particularly the cash flow statement and statement of 
changes in equity)?

Regulation: s60.30(2)

AASB 101 Presentation 
of Financial Statements, 
paragraph 10

6A If special purpose financial statements – have all 
mandatory standards been identified in note 1, i.e.:

 X AASB 101 Presentation of Financial Statements
 X AASB 107 Statement of Cash Flows
 X AASB 108 Accounting Policies, Changes in Accounting 

Estimates and Errors
 X AASB 1048 Interpretation of Standards
 X AASB 1054 Australian Additional Disclosures?

AASB 1054, paragraphs 8(a) 
and 9

6B If special purpose financial statements – has additional 
disclosure regarding non-arm’s length related party 
transactions been disclosed if necessary to give a ‘true 
and fair’ view?

Regulation: s60.10 – Note 2

7 Has the appropriate financial reporting framework been 
identified in note 1, i.e. in accordance with:

 X ACNC Act 2012 and ACNC Regulations 2013, or
 X [name of state or territory legislation]?

AASB 1054, paragraph 8(a)

8 Does note 1 disclose that the charity is a not-for-profit 
entity?

AASB 1054, paragraph 8(b)

9 Have all significant estimates and judgements been 
disclosed?

AASB 101, paragraphs 122 and 
125 
These requirements are 
mandatory, regardless of 
whether GPFS (RDR) or SPFS 
are prepared

http://www.acnc.gov.au/ACNC/Manage/Reporting/ReportTransitional/ACNC/Report/ReportTransitional.aspx?hkey=61d173e0-cabb-4be4-82d5-0bf37fa55c7c#stateterritory
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KEY QUESTIONS FOR DIRECTORS/CEOs TO ASK 
ABOUT THE FINANCIAL REPORT

COMMENTS

10 Has a directors’ declaration (or other responsible entity’s 
declaration, as appropriate) been attached, stating 
whether in your opinion:

 X There are reasonable grounds to believe that the 
registered entity is able to pay all of its debts as and 
when they become due and payable

 X The financial statements and related notes satisfy the 
requirements of the Act.

Regulation: s60.15

11 Has a review report or audit report (as applicable) been 
attached?

Refer questions 1 and 2 above

12 Has the annual information statement been prepared to 
accompany the financial statements?

Act: s60-5
The annual information 
statement and the financial 
report must be lodged with 
the ACNC within 6 months of 
the end of the financial year

BLIND FREDDY – COMMON 
ERRORS WHEN ACCOUNTING 
FOR INVENTORIES – AASB 102 – 
PART 1

The ‘Blind Freddy’ proposition is a term used by Justice Middleton in the case of ASIC v 
Healey & Ors [2011] (Centro case) to describe glaringly obvious mistakes.

After a short recess, we continue our successful ‘Blind Freddy’ series, this month 
highlighting some common ‘Blind Freddy’ errors when accounting for inventories in an 
entity’s financial statements.

AASB 102 Inventories is the accounting standard which sets out key principles for 
recognising and measuring inventories. While inventories is not usually a material 
item for entities whose business model is primarily for the provision of services, it is 
often a significant item in the financial statements for manufacturers, wholesalers and 
retailers. Although the requirements of AASB 102 are not particularly complex, there are 
nevertheless a number of areas where preparers make common ‘Blind Freddy’ mistakes, 
and these fall into the following two main categories:
1. Accounting for items as inventories under AASB 102 when the item is not inventory, and
2. Valuing inventory incorrectly.

This article summarises some of the typical ‘Blind Freddy’ mistakes we encounter when 
an entity incorrectly accounts for items as inventories when they are not inventories. 
Next month we will continue our series with common errors when valuing inventories.

BLIND FREDDY ERROR 1 – ACCOUNTING FOR ITEMS AS INVENTORY WHICH 
ARE NOT WITHIN THE SCOPE OF AASB 102 

AASB 102 applies to the accounting for ‘inventories’ which are defined to include assets: 
 X Held for sale in the ordinary course of business
 X In the process of production for such sale, or 
 X In the form of materials or supplies to be consumed in the production process, or in 
the rendering of services.
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However, the following items are not inventories, and are 
excluded from the scope of AASB 102:

ITEMS ACCOUNTED FOR UNDER 
OTHER STANDARDS

Financial instruments AASB 132 Financial Instruments: 
Presentation 

AASB 9 Financial Instruments/
AASB 139 Financial Instruments: 
Recognition and Measurement

Biological assets related to 
agricultural activity and produce 
up to point of harvest

AASB 141 Agriculture

While the above assets meet the definition of ‘inventories’ in 
AASB 102 because they are held for trading, a common error is to 
measure these items at the lower of cost or net realisable value 
under this standard, instead of following the specific measurement 
requirements included in AASB 132, AASB 9/139 and AASB 141.

BLIND FREDDY ERROR 1

Accounting for financial instruments, biological assets and 
agricultural produce prior to harvest under AASB 102 at the 
lower of cost and net realisable value.

BLIND FREDDY ERROR 2 – ACCOUNTING FOR PPE 
ITEMS AS INVENTORY 

The definition of ‘inventories’ basically includes raw materials 
to be used in the production process, work-in-progress for 
manufactured items, and finished goods. 

Entities in some industries such as mining or heavy production may 
hold significant stocks of spare parts for machinery and equipment, 
to be used over a period of more than 12 months. Similarly, some 
may hold stocks of components essential for their property, plant 
and equipment (PPE) to work (such as oil in a pipeline).

Property, plant and equipment are tangible items that:
(a) Are held for use in the production or supply of goods 

or services, for rental to others, or for administrative 
purposes, and 

(b) Are expected to be used during more than one period.

AASB 116, paragraph 6 definition 

These long-dated spares and components do not meet the 
definition of ‘inventories’ under AASB 102 because:

 X They are not held for sale in the ordinary course of business 
 X They are not assets in the process of production for such sale 
(i.e. they are not WIP, but are merely used as replacement parts 
of components in PPE), and

 X They are not materials or supplies to be consumed in the 
production process (i.e. raw materials). 

Instead, these items are PPE because they are used in the 
manufacturing/mining process and are expected to be used during 
more than one period.

A common ‘Blind Freddy’ error is to treat these as inventories and 
classify as current assets in the statement of financial position. This 
results in an understatement of depreciation charge in the income 
statement because these spares/components will be recognised as 
expenses only when put to use, which could be several years after 
the current reporting period.

BLIND FREDDY ERROR 2

Accounting for long-dated spares and components as 
inventories in the statement of financial position.

BLIND FREDDY ERROR 3 – ACCOUNTING FOR 
INVESTMENT PROPERTY AS INVENTORY WHEN THERE IS 
NO ACTIVE CONSTRUCTION OR DEVELOPMENT 

‘Investment property’ is property held to earn rentals, or for capital 
appreciation, or both. If an entity intends to sell a property in the 
ordinary course of business, or is in the process of construction or 
development for such sale, it is not investment property, but is 
instead accounted for as inventory under AASB 102.

Investment property is property (land or a building—or part of 
a building—or both) held (by the owner or by the lessee under 
a finance lease) to earn rentals or for capital appreciation or 
both, rather than for: 
(a) Use in the production or supply of goods or services or for 

administrative purposes, or 
(b) Sale in the ordinary course of business..

AASB 140, paragraph 5 definition 

The following are examples of items that are not investment 
property and are therefore outside the scope of this Standard: 
(a) Property intended for sale in the ordinary course of business 

or in the process of construction or development for 
such sale (see AASB 102 Inventories), for example, property 
acquired exclusively with a view to subsequent disposal in 
the near future or for development and resale…

Extract of AASB 140, paragraph 9

However, property companies often make common ‘Blind Freddy’ 
errors by incorrectly classifying properties as inventories, when 
in fact, a property is not being actively developed. This results in 
inflated current assets on the balance sheet. 

BLIND FREDDY ERROR 3

Accounting for properties as inventories when there is no active 
development or construction.

BLIND FREDDY ERROR 4 – ACCOUNTING FOR 
INVESTMENT PROPERTY AS INVENTORY UNDER AASB 
102 WHEN THE ENTITY HAS NOT DECIDED WHAT TO DO 
WITH THE PROPERTY 

Where property companies hold land and have not yet decided 
whether to sell or develop it, another common ‘Blind Freddy’ error 
occurs if this land is accounted for as inventory. 

The following are examples of investment property: 
(a) ...
(b) Land held for a currently undetermined future use. (If an 

entity has not determined that it will use the land as owner-
occupied property or for short-term sale in the ordinary 
course of business, the land is regarded as held for capital 
appreciation.)

Extract of AASB 140, paragraph 8
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This is because such land meets the definition of investment 
property, being held for capital appreciation, and not inventories, 
again resulting in current assets that are too high. 

BLIND FREDDY ERROR 4

Accounting for properties as inventories when there is an 
undetermined future use.

BLIND FREDDY ERROR 5 – ACCOUNTING FOR 
ADVERTISING BROCHURES AND OTHER ADVERTISING 
ASSETS AS INVENTORIES 

Despite the prevalence of social media advertising, many industries 
still spend significant amounts on mail order catalogues and 
advertising brochures, and keep a tally of these via an inventory 
system. As such, these are often accounted for as inventories 
because they are logged within the entity’s inventory system.

In some cases, expenditure is incurred to provide future 
economic benefits to an entity, but no intangible asset or other 
asset is acquired or created that can be recognised. In the case 
of the supply of goods, the entity recognises such expenditure 
as an expense when it has a right to access those goods. …. 
Other examples of expenditure that is recognised as an expense 
when it is incurred include: …
(c) Expenditure on advertising and promotional activities 

(including mail order catalogues) …

Extract of AASB 138, paragraph 68

An entity has a right to access goods when it owns them. 
Similarly, it has a right to access goods when they have been 
constructed by a supplier in accordance with the terms of 
a supply contract and the entity could demand delivery of 
them in return for payment. Services are received when they 
are performed by a supplier in accordance with a contract 
to deliver them to the entity and not when the entity uses 
them to deliver another service, for example, to deliver an 
advertisement to customers. 

AASB 138, paragraph 69A

Accounting for these advertising assets as inventories is therefore 
another common ‘Blind Freddy’ error because AASB 138 
specifically prohibits these assets from being capitalised on the 
balance sheet. 

This principle can also be extended to high value assets 
such as fridges, watches and air conditioners distributed by 
pharmaceutical companies to doctors as part of their brand 
promotion (fridges and air conditioners being used to keep drugs 
at the correct temperature in the doctor’s surgery). Because they 
are acquired with the intent that they will be used for marketing 
purposes, the IFRS Interpretations Committee, who considered 
this issue at its June 2017 meeting, are proposing to draft an 
agenda decision to the effect that the costs of these assets should 
be expensed.

BLIND FREDDY ERROR 5

Accounting for advertising brochures and other assets acquired 
for distribution for marketing purposes incorrectly capitalised 
as inventories.

BLIND FREDDY ERROR 6 – CAPITALISING ASSETS USED IN 
THE RESEARCH PROCESS AS INVENTORY

Many people also mistakenly capitalise consumables as inventory 
where those consumables will be used in an activity that will 
not result in a recognised asset. An example of this is where a 
pharmaceutical company purchases stocks of chemicals to be 
used during the research process. 

AASB 138, paragraph 69 (refer Blind Freddy error 5) requires, in 
the case of the supply of goods that will be used for an activity 
where no intangible or other asset can be recognised, that an 
expense is recognised when an entity has a right to access the 
goods. AASB 138, paragraph 69A (refer Blind Freddy error 5) 
clarifies the point at which an entity has a right to access goods, 
which is when an entity owns the goods.

BLIND FREDDY ERROR 6

Accounting for assets to be used in the research process 
incorrectly as inventories.
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RECENT AGENDA DECISIONS BY 
THE IFRS INTERPRETATIONS 
COMMITTEE – EMPLOYEE 
BENEFITS, FINANCIAL 
INSTRUMENTS, EPS AND 
AGRICULTURAL PRODUCE ON 
BEARER PLANTS

WHO IS THE IFRS INTERPRETATIONS COMMITTEE

The IFRS Interpretations Committee (Committee) is the interpretative body of the 
International Accounting Standards Board (IASB). Its role is to provide guidance 
on financial reporting issues which have not specifically been addressed in IFRS, or 
where unsatisfactory or conflicting interpretations either have developed, or appear 
likely to develop.

WHAT ARE AGENDA DECISIONS?

Where an issue is not added to its agenda, the Committee publishes agenda decisions. 
These do not represent authoritative guidance, however, they set out the Committee’s 
rationale for not taking an issue onto its agenda. In practice, it is expected that entities 
reporting in accordance with IFRS will take account of and follow the agenda decisions 
and this is the approach which is followed by securities regulators worldwide.

At its June 2017 meeting, the IFRS Interpretations Committee issued agenda decisions on 
the following accounting issues.

RELEVANT 
ACCOUNTING 
STANDARDS

QUESTION PRESENTED TO THE 
COMMITTEE

SUMMARY OF AGENDA 
DECISION

IAS 19 Employee 
Benefits

(AASB 119)

What discount rate should be used to 
discount employee benefit liabilities 
in a country that has adopted 
another country’s currency (e.g. 
Ecuador adopting USD) and there is 
no deep market for corporate bonds 
in that country?

The depth of the market for 
corporate bonds of a particular 
currency is not limited to the country 
in which the entity operates. 

In the case of Ecuador, this means 
that USD corporate bonds issued 
in the USA, with similar terms to 
the Ecuadorian employee benefit 
liabilities, should be used if there is a 
deep market for corporate bonds in 
the USA.

This matter was not added to 
the Committee’s agenda as IAS 
19 provides an adequate basis to 
determine the appropriate discount 
rate. 
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RELEVANT 
ACCOUNTING 
STANDARDS

QUESTION PRESENTED TO THE 
COMMITTEE

SUMMARY OF AGENDA 
DECISION

IAS 32 Financial 
Instruments: 
Presentation

(AASB 132)

How should centrally cleared 
derivative contracts be accounted for 
by a clearing member?

If a transaction results in contracts 
within the scope of IFRS 9 Financial 
Instruments or IAS 39 Financial 
Instruments: Recognition and 
Measurement, measurement 
should be in accordance with these 
standards.

Financial assets and liabilities are 
accounted for separately unless 
offsetting requirements of IAS 32 
Financial Instruments: Presentation 
have been met.

The hierarchy for alternative policies 
in IAS 8 paragraphs 10-12 only 
applies if IFRS 9/IAS 39 do not apply.

IAS 33 Earnings 
Per Share

(AASB 133)

How should an entity determine 
profit attributable to ordinary 
shareholders when calculating EPS 
in the following scenario, i.e. how 
should the numerator be calculated?

 X An entity has two classes of 
equity instruments – ordinary 
and participating (according to a 
predetermined formula)

 X Both are classified as ‘equity’ 
under IAS 32 Financial 
Instruments: Presentation

 X Dividends are paid to participating 
equity holders only when paid to 
ordinary equity holders

 X Dividends on participating equity 
instruments are tax deductible.

IAS 33, paragraph A14 requires an 
entity to allocate profit or loss for the 
period to each class of share as if all 
the profit or loss for the period has 
been distributed (i.e. a hypothetical 
distribution).

Profit /loss attributable to ordinary 
shareholders is adjusted for the tax 
benefit resulting from a hypothetical 
distribution to the participating 
equity holders.

This matter was not added to the 
Committee’s agenda because IAS 33 
principles and requirements provide 
an adequate basis for determining 
EPS for the specified fact pattern.

IAS 41 Agriculture

(AASB 141)

Can fruit growing on oil palms be 
measured at cost instead of fair 
value?

No - refer more detail below

CAN FRUIT GROWING ON OIL PALMS BE MEASURED AT COST INSTEAD OF 
FAIR VALUE?

Recent changes to accounting standards mean that ‘bearer plants’, including oil palms, 
grape vines and tea bushes are accounted for by applying IAS 16 Property, Plant and 
Equipment using the cost or revaluation model. 

IAS 41 Agriculture still requires the produce from bearer plants (e.g. picked fruit off oil 
palms) to be accounted for at ‘fair value less costs to sell’, both on initial recognition and 
at the end of each reporting period. However, paragraph 30 allows such produce to be 
measured at cost if the fair value presumption can be rebutted on initial recognition, i.e. if:

 X Quoted market prices are not available, and
 X Alternative fair value measurements are determined to be ‘clearly unreliable’.

QUESTION FOR COMMITTEE

Is fruit growing on oil palms an example of a biological asset for which an entity might 
rebut the fair value presumption by applying paragraph 30 of IAS 41?

COMMITTEE’S CONCLUSIONS

• The IASB’s expectation was that 
fair value measurements might 
be ‘clearly unreliable’ only when 
an entity encounters ‘significant 
practical difficulties’. Basis for 
Conclusions to IAS 41, BC4C

• The converse is not necessarily true, 
i.e. just because an entity encounters 
‘significant practical difficulties’ 
does not necessarily mean that the 
fair value measurement is ‘clearly 
unreliable’

• Possible differences in supportable 
assumptions, which might result 
in significantly different valuations 
is also not evidence of ‘significant 
practical difficulties’ and would also 
not automatically mean that fair 
value measurements are ‘clearly 
unreliable’. The impact of such 
estimations on the fair value for 
produce is disclosed in the financial 
statements as required by:

 − IAS 1 Presentation of Financial 
Statements – disclose information 
about assumptions and estimates 
for which there is a significant risk 
of a material adjustment to the 
carrying amount of assets and 
liabilities in the next financial year 

 − IFRS 13 Fair Value Measurement - 
requires quantification of Level 3 
inputs in the fair value hierarchy

• The question asked related to 
a specific type of produce (fruit 
growing on oil palms) and the 
Committee’s role is not to conclude 
on very specific application 
questions, particularly where they 
relate to areas where judgement is 
required.
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NEW BDO RESOURCES & 
PUBLICATIONS
AUSTRALIAN RESOURCES

The IFRS Advisory section of our website includes training materials on IFRS and other 
financial reporting issues including the following webinars (one hour video recorded 
presentations presented live on a monthly basis). 

Recent webinars include:

MONTH TOPIC

September 2017 The New AASB 16 – Identifying a Lease and Determining the Lease term 

August 2017 The New AASB 15 – Determining and Allocating the Transaction 
price to the Performance Obligations

July 2017 The New AASB 15 – Identifying the Contract and the Separate 
Performance Obligations in the Contract

June 2017 Overview of the New IFRS 15 Revenue from Contracts with 
Customers

May 2017 Financial Reporting Update – Getting ready for 30 June 2017

April 2017 The new AASB 9 Financial Instruments – Impairment requirements

March 2017 The New AASB 9 Financial Instruments – Classification and 
Measurement Requirements

March 2017 The New AASB 1058 Income of Not-for-Profit Entities

February 2017 Overview of the New AASB 16 Leases

Please register for the remaining webinars in 2017.

BDO GLOBAL RESOURCES

The Audit section of our website includes a range of publications on IFRS issues. Look for 
the ‘Global IFRS Resources’ link which includes resources such as:

 X IFRS at a Glance – ‘one page’ and short summaries of all IFRS standards
 X Need to Knows – updates on major IASB projects and highlights practical implications 
of forthcoming changes to accounting standards. Recent Need to Knows include IFRS 
15 Revenue from Contracts with Customers - IFRS v US GAAP Differences (Dec 2016), 
IFRS 16 Leases (July 2016), IFRS 9 (2014) Financial Instruments – Classification and 
Measurement (April 2015), IFRS 9 Financial Instruments - Impairment of Financial Assets 
(Dec 2014), IFRS 15 Revenue from Contracts with Customers (Aug 2014) and Hedge 
Accounting (IFRS 9 Financial Instruments) (Jan 2014).

 X IFRS in Practice – practical information about the application of key aspects of 
IFRS, including industry specific guidance. Recent IFRS in Practice include IFRS 16  
Leases (March 2017), IFRS 15 Revenue from Contracts with Customers (Dec 2016), 
IFRS 15 Revenue from Contracts with Customers - Transition (July 2016), IFRS 11 Joint 
Arrangements (Feb 2016), IFRS 9 Financial Instruments (Oct 2015), IAS 7 Statement of 
Cash Flows (May 2014), Distinguishing between a business combination and an asset 
purchase in the extractives industry (March 2014), IAS 36 Impairment of Assets (Dec 
2013) and Common Errors in Financial Statements – Share-based Payment (Dec 2013)

 X Comment letters on IFRS standard setting - includes BDO comments on various 
projects of international standard setters, including Exposure Drafts and other 
Discussion Papers, when it is considered that the issue is significant to the BDO 
network and its clients. Latest comment letters include IASB ED 2017 02 Improvements 
to IFRS 8 Operating Segments, IASB ED 2017 03 Prepayment Features with Negative 
Compensation, IASB ED 2017-01 Annual Improvements 2015-2017 Cycle, IASB ED 
2016-01 Definition of a Business and Accounting for Previously Held Interestes - Proposed 
amendments to IFRS 3 and IFRS 11, IASB ED 2015-3 Conceptual Framework for Financial 
Reporting, IASB ED 2015-5 Proposed amendments to IAS 19 and IFRIC 14 and IASB ED 
2015-1 Classification of Liabilities.
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http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-practice/IFRS15-Transition_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Accounting/IFRS/IFRS-in-Practice/IFRS11_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Accounting/IFRS/IFRS-in-Practice/IFRS11_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Accounting/IFRS/IFRS-in-Practice/IFRS9_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-Practice/IFRS_IAS7_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-Practice/IFRS_IAS7_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-Practice/IFRS-in-Practice-Distinguishing-between-a-business-combination-and-an-asset-purchase-in-the-extractives-industry-(print).pdf.aspx?lang=en-GB
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http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-practice/IFRS-in-Practice-IAS-36-Impairment-of-Asstes-(print).pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-practice/IFRS-in-Practice-IAS-36-Impairment-of-Asstes-(print).pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-Practice/IFRS-in-Practice-CommonErrors-Share-based-payment-(print).pdf.aspx?lang=en-GB
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https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2017-03-IFRS-9.pdf.aspx?lang=en-GB
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This publication has been carefully prepared, but it has 
been written in general terms and should be seen as broad 
guidance only. The publication cannot be relied upon to 
cover specific situations and you should not act, or refrain 
from acting, upon the information contained therein without 
obtaining specific professional advice. Please contact the 
BDO member firms in Australia to discuss these matters in 
the context of your particular circumstances. BDO Australia 
Ltd and each BDO member firm in Australia, their partners 
and/or directors, employees and agents do not accept or 
assume any liability or duty of care for any loss arising from 
any action taken or not taken by anyone in reliance on the 
information in this publication or for any decision based on it.
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guarantee. Each BDO member firm in Australia is a separate 
legal entity and has no liability for another entity’s acts and 
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omissions of financial services licensees. 
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COMMENTS SOUGHT ON 
EXPOSURE DRAFTS
At BDO, we provide comments locally to the Australian Accounting Standards Board 
(AASB) and internationally to the International Accounting Standards Board (IASB). 
We welcome any client comments on exposure drafts that are currently available for 
comment. If you would like to provide any comments please contact Wayne Basford at 
wayne.basford@bdo.com.au.

DOCUMENT PROPOSALS
COMMENTS DUE 
TO AASB BY

COMMENTS 
DUE TO IASB BY

ED280 Property, 
Plant and Equipment 
- Proceeds before 
Intended Use

Proposes prohibiting deducting any 
proceeds from selling ‘test items’ 
against the cost of an item of PPE, as 
well as clarifying:
• The meaning of ‘testing whether the 

asset is functioning properly’, and
• That the proceeds from sale of 

items produced while bringing 
an asset into the location and 
condition necessary for it to 
be capable of operating in the 
manner intended by management 
would be recognised in 
accordance with applicable 
accounting standards, for 
example, inventories produced 
would be recognised as revenue.

18 September 2017 19 October 2017

ITC 35 Disclosure 
Initiative – Principles 
of Disclosure

In this next step in the IASB’s 
Disclosure Initiative project, this 
Discussion Paper seeks to establish 
clear principles governing what, how 
and where information should be 
disclosed in the financial statements. 
The proposals include:
• Seven principles of effective 

communication for entities 
preparing financial statements

• Possible approaches to improve 
the disclosure objectives and 
requirements in IFRS Standards, and

• Principles of fair presentation 
and disclosure of performance 
measures and non-IFRS 
information in financial 
statements, to ensure that such 
information is not misleading. 

4 September 2017 2 October 2017

ITC 36 Request 
for Comment on 
IASB Request for 
Information on Post-
implementation 
Review – IFRS 13 Fair 
Value Measurement

As part of its post-implementation 
review of IFRS 13 Fair Value 
Measurement, the IASB is seeking 
feedback on:
• Fair value disclosures –  usefulness 

and which level 3 disclosures are 
costly to prepare

• Determining fair value for quoted 
investments in subsidiaries, 
joint ventures, associates and 
CGUs – whether there are 
material differences in fair value 
between prioritising level 1 inputs 
(P*Q) and fair value using other 
valuation techniques

• Applying the concepts of ‘highest 
and best use’ when measuring fair 
value of non-financial assets, and

• Applying judgement in assessing 
whether a market for an asset 
or liability is active and whether 
a input is unobservable and 
significant (i.e. level 3).

31 August 2017 22 September 
2017


