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1 January 2018, which is less than two months away, 
is the transition date for the new revenue standard, 
AASB 15 Revenue from Contracts with Customers, 
and the new financial instruments standard, AASB 9 
Financial Instruments, as well as the opening balance 
sheet date for entities choosing to retrospectively 
restate application of the new leases standard, AASB 
16 Leases. In this edition, we include a published 
article summarising the high level impacts of these 
new standards, as well as a video highlighting the 
impact of the new leases standard for retailers and 
their store operating leases. In addition, changes 
have already been made to AASB 9 (IFRS 9) by the 
International Accounting Standards Board, resulting 
in a big change for entities involved in exploration 
projects via loan funding to interests in associates 
and joint ventures. These loans will need to be 
tested for impairment using the ‘expected credit 
loss model’ in AASB 9 before any equity accounted 
losses are recorded against the net investment loan.

We also continue our ‘Blind Freddy’ series on 
common errors made by preparers of financial 
statements, with the last article on the relatively 
straight forward standard, AASB 102 Inventories, 
exploring common errors when valuing inventories.

Finally, we highlight additional ethical 
responsibilities for professional accountants 
(including if you work in industry) to respond 
to instances of non-compliance with laws and 
regulations (NOCLAR).

HOW WILL THE THREE NEW 
ACCOUNTING STANDARDS 
AFFECT YOUR DEALS?
Between now and 2020, financial reporting will go through the biggest change this 
century with the introduction of three new accounting standards, AASB 9 Financial 
Instruments, AASB 15 Revenue from Contracts with Customers and AASB 16 Leases. This 
‘Triple Threat’ of standards will impact how bad debt provisions are calculated, cause 
more financial assets to be measured at fair value, introduce very complex rules as to 
when revenue can be recognised, and effectively scrap the operating lease classification 
for lessees, bringing all leases, together with the lease liability, onto a lessee’s balance 
sheet.

Wayne Basford FCA (BDO’s IFRS Leader, Asia Pacific) and Susan Oldmeadow-Hall FCA 
(Associate Director at BDO), discuss the impacts of these three new standards in a recent 
Perspective Series article for Chartered Accountants Australia and New Zealand, including 
how performance measures such as EBITDA will be impacted.

IMPLICATIONS OF IFRS 16 ON 
RETAILERS 
In the latest of a series of videos highlighting emerging accounting issues for different 
industries, Aletta Boshoff, National Leader of BDO IFRS Advisory, provides an overview of 
the effect of IFRS 16 Leases on the retail industry. 

The video provides a summary of the key areas of change within the standard, and their 
impact on the financial statements of entities upon its adoption for periods beginning on or 
after 1 January 2019. The old finance and operating lease model from the existing IAS 17 has 
been replaced for lessees. 

Retailers, who often lease many properties to use as retail spaces would, in particular, be 
impacted by this change because currently these leases of properties are not included as 
liabilities in the financial statements of retailers. Going forward, the retailers would now 
recognise these leases as a right-of-use asset and a corresponding lease liability in the 
statement of financial position. It should be noted that the right-of-use asset is a non-
current asset, whereas the liability would be split into a current and a non-current portion.

http://www.bdo.com.au
http://info.charteredaccountantsanz.com/rs/978-RJC-018/images/Oct17_How%20will%20the%20Three%20New%20Accounting%20Standards%20Affect%20your%20Deals.pdf?mkt_tok=eyJpIjoiWVRJMFlqSXlNemcwTTJaaSIsInQiOiJIb0lWXC8rVmhkalRsbVBabGV1bjBtOHhJa1Y0ajRBN2ZqRmtBTGNGRGo5MGxlUVUxUGZaMmIxRkFPY0JlcUlVU3Vxd3ZTbnFrU09oNVZ3V2JPQ3ZxcktxRnREbDdZQ29ZdUp3RnFQWCt4MTRaT3lxZmlGY1wvWExuRHJcLzdiOHZNTiJ9
https://www.bdo.com.au/en-au/insights/retail/articles/retailers-current-ratios-are-changing-for-the-worse
https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services
https://www.bdo.com.au/en-au/insights/retail/articles/retailers-current-ratios-are-changing-for-the-worse
https://www.bdo.com.au/en-au/insights/retail/articles/retailers-current-ratios-are-changing-for-the-worse
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Aletta discusses the impact of adopting IFRS 16 on the statements 
of financial position, profit or loss and cash flows, including:

 X IFRS 16 resulting in larger interest expense being taken through 
the statement of profit or loss at the start of the lease period

 X That the reduction in the lease liability recognised would not 
match the depreciation profile of the right-of-use asset

 X A portion of the lease liability will be classified as current, 
resulting in a reduction in the current ratio

 X The cash flow nature of lease payments changes from 
operating to financing (amounts paid that are attributed to 
interest are a policy choice).

The ‘interest in the associate or joint venture’ comprises:
 X Carrying amount of the investment in associate or joint 
venture using the equity method, plus

 X Any long-term interests that in substance form part of the 
entity’s net investment in the associate or joint venture, such 
as long-term loans where settlement is neither planned nor 
likely to occur in the foreseeable future.

If an entity’s share of losses of an associate or a joint venture 
equals or exceeds its interest in the associate or joint venture, 
the entity discontinues recognising its share of further 
losses. The interest in an associate or a joint venture is the 
carrying amount of the investment in the associate or joint 
venture determined using the equity method together with 
any long-term interests that, in substance, form part of the 
entity’s net investment in the associate or joint venture. For 
example, an item for which settlement is neither planned 
nor likely to occur in the foreseeable future is, in substance, 
an extension of the entity’s investment in that associate 
or joint venture. Such items may include preference shares 
and long-term receivables or loans, but do not include trade 
receivables, trade payables or any long-term receivables 
for which adequate collateral exists, such as secured loans. 
Losses recognised using the equity method in excess of the 
entity’s investment in ordinary shares are applied to the other 
components of the entity’s interest in an associate or a joint 
venture in the reverse order of their seniority (i.e. priority in 
liquidation).

IAS 28, paragraph 38

After application of the equity method, including recognising 
the associate’s or joint venture’s losses in accordance with 
paragraph 38, the entity applies paragraphs 41A–41C to 
determine whether there is any objective evidence that its net 
investment in the associate or joint venture is impaired.

IAS 28, paragraph 40

To further clarify how these amendments work, the IASB has 
released an ‘Illustrative Example – Long-term Interests in 
Associates and Joint Ventures’ which demonstrates that long-
term loans are first considered for impairment under IFRS 9 using 
the expected loss model, and equity accounted losses are then 
deducted off these investment loans.

‘EXPECTED CREDIT 
LOSS’ MODEL UNDER 
IFRS 9 TO BE APPLIED 
TO LOANS ADVANCED 
TO ASSOCIATES AND 
JOINT VENTURES 
As part of its annual improvements programme (2015-2017 
cycle), the International Accounting Standards Board (IASB) last 
month approved changes to IAS 28 Investments in Associates and 
Joint Ventures. These changes have not yet been approved by the 
Australian Accounting Standards Board.

The changes are likely to have a major impact on entities with 
investments in overseas exploration projects that are funded 
primarily through loans advanced to associates and joint 
ventures, rather than via equity funding. 

Currently, many such entities may be relying on projects not 
yet being at a stage to be tested for impairment under AASB 6 
Exploration for and Evaluation of Mineral Resources to conclude 
that there is no objective evidence of impairment under IAS 28.

The changes clarify that loans are first tested for impairment 
under IFRS 9, and then under IAS 28.

These changes clarify that:
 X Loans advanced to an associate or joint venture, which in 
substance form part of the net investment but to which the 
equity method is not applied, must be tested for impairment 
by applying the ‘expected credit loss’ model in IFRS 9 Financial 
Instruments, and 

 X Thereafter:
 - IAS 28, paragraph 38 is applied to discontinue recognising 

equity accounted losses where these exceed the ‘interest in 
associate or joint venture’

 - IAS 28, paragraphs 40-43 are applied to determine whether 
there is any further impairment loss on the net investment 
using the ‘incurred loss model’, i.e. there must be objective 
evidence of impairment.

Furthermore, Aletta also explains the potential changes and effects 
to other financial measurements such as KPIs, EBITDA and covenant 
requirements.

As always, BDO are here to help. If you require assistance in 
assessing how the new accounting standards impact your company, 
or have any questions about the video or its content, please contact 
Aletta Boshoff or your local IFRS Advisory expert.

http://www.ifrs.org/-/media/project/long-term-interests-and-joint-ventures/illustrative-example/illustrative-example-long-term-interests.pdf
http://www.ifrs.org/-/media/project/long-term-interests-and-joint-ventures/illustrative-example/illustrative-example-long-term-interests.pdf
mailto:aletta.boshoff%40bdo.com.au?subject=
https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services
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CHANGES TO IFRS 9 – 
PREPAYMENT FEATURES 
WITH NEGATIVE 
COMPENSATION TO BE 
CONSIDERED SPPI
Early prepayment of a financial asset before maturity can 
sometimes jeopardise the instrument being measured at 
amortised cost (if business model is ‘hold to collect’) or fair value 
through other comprehensive income (FVTOCI) (if business model 
is ‘hold to collect and sell’) because the settlement amount may 
include compensation other than solely payments of principal and 
interest (SPPI test), including negative compensation.

IFRS 9 Financial Instruments currently permits financial assets with 
early prepayment options to be measured at amortised cost or 
FVTOCI, if:

 X The business model is ‘hold to collect’, and
 X The contractual terms permit early repayment by either party 
before maturity, at an amount that represents substantially the 
unpaid amounts of principal and interest. 

The early repayment may include a reasonable amount for 
additional compensation for the early termination of the contract. 

This narrow-scope amendment to IFRS 9, issued by the 
International Accounting Standards Board in October 2017, extends 
the exemption for early repayment to cases where, regardless of the 
event or circumstance that caused the early repayment, reasonable 
compensation could be a variable amount (more or less than 
unpaid amounts of principal and interest), such as:

 X The instrument’s current fair value, or 
 X An amount that reflects the remaining contractual cash flows 
discounted at the current market interest rate.

The amendments are effective for annual periods beginning on or 
after 1 January 2019, and can be adopted early, once approved as 
an Australian amendment by the Australian Accounting Standards 
Board.

BLIND FREDDY – 
COMMON ERRORS 
WHEN ACCOUNTING 
FOR INVENTORIES – 
AASB 102 – PART 3

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.

Last month’s ‘Blind Freddy’ article highlighted six common errors 
where the valuation of inventories is driven by the requirements of 
Australian Accounting Standards other than AASB 102 Inventories. 
This month we focus on typical errors arising when applying the 
valuation requirements contained in AASB 102.

BLIND FREDDY ERROR 1 – TRADE DISCOUNTS AND REBATES 
ON INVENTORIES ON HAND AT REPORTING DATE

Inventories are required to be measured in the statement of 
financial position at the lower of ‘cost’ and ‘net realisable value’. 
‘Cost’ comprises the aggregate of:

 X Purchase costs (e.g. for raw materials and finished goods)
 X Conversion costs, and
 X Other costs incurred to bring the inventories to their present 
location and condition.

The cost of inventories shall comprise all costs of purchase, 
costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition.

AASB 102, paragraph 10 

The costs of purchase of inventories comprise the purchase 
price, import duties and other taxes (other than those 
subsequently recoverable by the entity from the taxing 
authorities), and transport, handling and other costs directly 
attributable to the acquisition of finished goods, materials and 
services. Trade discounts, rebates and other similar items 
are deducted in determining the costs of purchase.

AASB 102, paragraph 11

https://www.bdo.com.au/en-au/accounting-news/accounting-news-october-2017/blind-freddy
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A common Blind Freddy error occurs where the full effect of these trade discounts and 
rebates are deducted off ‘cost of sales’, thereby increasing profits, without reducing the 
cost of inventories still on hand at reporting date.

Example 1

At 30 June 2016, ABC Limited had 100 widgets on hand at a cost of $1 each.

During the year it purchased 500 widgets at $1 each and received a volume rebate from 
the supplier of $50 on 30 June 2017.

ABC Limited had 200 widgets on hand at 30 June 2017.

A B C

No rebate Blind Freddy 
error - $50 rebate 
credited to COGS 

only

Correct treatment 
- $50 rebate 

credited to COGS 
and reduce cost of 
inventories at 30 

June 2017

$ $ $

Opening inventories – 1 July 
2016 (100 widgets @ $1 
each)

100 100 100

Purchase 500 widgets @ $1 
each

500 450

($500-$50)

450 

($500-$50)

Closing inventories – 30 
June 2017 (200 widgets @ 
$1 each)

(200) (200) (180)1

($200+[$50 X 
200/500])

Cost of sales 400 350 370

In this example, by incorrectly deducting the full $50 volume rebate only off the cost 
of purchases, with no allocation to inventories on hand at 30 June 2017, results in an 
understatement of cost of sales, and therefore an overstatement of profit of $20 ($370-
$350).

BLIND FREDDY ERROR 1

Not reducing the cost of inventories still on hand at year end for the effect of trade 
discounts and rebates received.

BLIND FREDDY ERROR 2 – TRADE DISCOUNTS AND REBATES RECEIVED 
AFTER YEAR END

Following on from Blind Freddy error 1 discussed above, had the rebate only been 
confirmed after year end, a similar allocation to that recorded in Example 1 would be 
processed if the final rebate was known prior to finalising the financial statements.

However, in some cases the rebate may not be known until after the financial statements 
are completed, particularly where the rebate period does not coincide with the financial 
year. Where such rebates are ‘probable’ they should be recognised. 

Volume rebates or discounts and other contractual changes in the prices of raw 
materials, labour, or other purchased goods and services are anticipated in interim 
periods, by both the payer and the recipient, if it is probable that they have been 
earned or will take effect. Thus, contractual rebates and discounts are anticipated but 
discretionary rebates and discounts are not anticipated because the resulting asset 
or liability would not satisfy the conditions in the Framework that an asset must be a 
resource controlled by the entity as a result of a past event and that a liability must be 
a present obligation whose settlement is expected to result in an outflow of resources.

AASB 134, paragraph B23

A common Blind Freddy error ignores rebates until they have been received in cash or are 
known.

1Sold 300/500 units - 200/500 on hand at 30 June 2017
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Example 2

At 1 January 2017, ABC Limited had 100 widgets on hand at a cost of $1 each.

During the year it purchased 500 widgets at $1 each (200 in first half and 300 in second 
half) and has 200 widgets on hand at 31 December June 2017.

ABC Limited has an agreement with its Supplier that it will receive a 10% rebate on 
purchase price paid if it purchases 600 widgets for the 12 months ended 30 June 2018.

Based on ABC Limited purchasing 300 widgets in the six months to 31 December 2017, 
absent of any seasonal factors, it can be assumed that it is probable that ABC Limited will 
receive the 10% volume rebate on the 300 widgets purchased between 1 July 2017 and 31 
December 2017, i.e. $30 (10% X 300 widgets X $1 each).

A B C

No rebate Blind Freddy 
error - $30 rebate 
credited to COGS 

only

Correct treatment 
- $30 rebate 

credited to COGS 
and reduce cost of 
inventories at 31 
December 2017

$ $ $

Opening inventories – 1 July 
2016 (100 widgets @ $1 
each)

100 100 100

Purchase 500 widgets @ $1 
each

500 470

($500-$30)

470

($500-$30)

Closing inventories – 30 
June 2017 (200 widgets @ 
$1 each)

(200) (200) (180)1

($200-[$30 X 
200/300])

Cost of sales 400 370 390

In this example, cost of sales is overstated, and profit understated, by $10 if the effect of 
the rebate is ignored on the 100 widgets sold during the period subject to the probable 
10% rebate.

BLIND FREDDY ERROR 2

Not accounting for anticipated rebates where it is probable that purchase volumes will 
be achieved.

BLIND FREDDY ERROR 3 – INAPPROPRIATE CAPITALISATION OF FIXED 
PRODUCTION OVERHEADS

Manufacturing entities are required to capitalise conversion costs into the cost of 
inventories. Conversion costs include:

 X Direct labour
 X Fixed production overheads, and
 X Variable production overheads, i.e. indirect costs that vary with production volumes, 
e.g. indirect materials and labour.

1200 widgets out of 300 purchased during second half of year on hand at 31 December 2017
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Fixed production overheads are those indirect costs of production that remain 
relatively constant regardless of the volume of production, such as depreciation and 
maintenance of factory buildings and equipment, and the cost of factory management 
and administration.

Extract of AASB 102, paragraph 12

The allocation of fixed production overheads to the costs of conversion is based on 
the normal capacity of the production facilities. Normal capacity is the production 
expected to be achieved on average over a number of periods or seasons under 
normal circumstances, taking into account the loss of capacity resulting from planned 
maintenance. The actual level of production may be used if it approximates normal 
capacity. The amount of fixed overhead allocated to each unit of production is not 
increased as a consequence of low production or idle plant. Unallocated overheads 
are recognised as an expense in the period in which they are incurred. In periods of 
abnormally high production, the amount of fixed overhead allocated to each unit of 
production is decreased so that inventories are not measured above cost.

Extract of AASB 102, paragraph 13

When production levels are below normal capacity, the amount of fixed production 
overheads not allocated to units of production is to be expensed in profit or loss to reflect 
production inefficiencies or idle plant. 

Many entities mistakenly allocate fixed production overheads based on the actual level 
of production rather than normal capacity, resulting in inflated values for inventories. 
Similarly, in periods of ‘super production’, they incorrectly allocate fixed production 
overheads based on normal capacity, which means that inventory is recorded at inflated 
values because too much overhead has been absorbed.

BLIND FREDDY ERROR 3

Incorrectly capitalising fixed production overheads to the cost of inventory.

BLIND FREDDY ERROR 4 – INAPPROPRIATE CAPITALISATION OF NON-
PRODUCTION OVERHEADS

Blind Freddy error 3 above discussed instances where fixed and variable production 
overheads could be capitalised into the cost of inventories. A common Blind Freddy 
error occurs where non-production overheads are capitalised when they do not relate to 
bringing the inventories to their present location and condition.

AASB 102, paragraph 16(c) requires that such non-production overheads be expensed.

Other costs are included in the cost of inventories only to the extent that they are 
incurred in bringing the inventories to their present location and condition. For 
example, it may be appropriate to include non-production overheads or the costs of 
designing products for specific customers in the cost of inventories.

AASB 102, paragraph 15

Examples of costs excluded from the cost of inventories and recognised as expenses in 
the period in which they are incurred are:  

...

(c) administrative overheads that do not contribute to bringing inventories to their 
present location and condition; and

(d) ...

Extract of AASB 102, paragraph 16
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BLIND FREDDY ERROR 4

Incorrectly capitalising non-production overheads into the cost 
of inventory.

BLIND FREDDY ERROR 5 – INAPPROPRIATE 
CAPITALISATION OF SELLING COSTS

Selling costs are not incurred to bring inventory to its present 
location and condition ready for sale. AASB 102, paragraph 16(d) 
therefore expressly prohibits these costs from being capitalised as 
part of inventory. Delivery costs to ship goods to customers are to 
be expensed when incurred.

BLIND FREDDY ERROR 5

Incorrectly capitalising selling costs into of inventory.

BLIND FREDDY ERROR 6 – HARVESTED AGRICULTURAL 
PRODUCE

At their point of harvest from biological assets (i.e. when they 
become inventory), agricultural produce is measured at fair value 
less costs to sell. This is their ‘cost’ under AASB 102 going forward.

Common Blind Freddy errors include either not valuing harvested 
produce at fair value at date of harvest and using cost instead, or 
omitting material selling costs.

BLIND FREDDY ERROR 6

Incorrectly valuing agricultural produce at date of harvest.

BLIND FREDDY ERROR 7 – FAILING TO USE THE SPECIFIC 
IDENTIFICATION METHOD TO ALLOCATE THE COST OF 
INVENTORIES 

A common Blind Freddy error occurs where an entity sells a low 
volume of very high value inventories that are not ordinarily 
interchangeable, or engages in specific projects, and fails to use 
the specific identification method to allocate inventory costs.

The cost of inventories of items that are not ordinarily 
interchangeable and goods or services produced and 
segregated for specific projects shall be assigned by using 
specific identification of their individual costs.

AASB 102, paragraph 23 

BLIND FREDDY ERROR 7

Using FIFO or weighted average cost formulas where the 
specific identification method is more appropriate.

BLIND FREDDY ERROR 8 – LIFO IS NOT AN ACCEPTABLE 
COST FORMULA 

While perhaps no longer so common, some entities may 
incorrectly apply a LIFO cost formula to determine cost of sales 
rather than FIFO or weighted average.

The cost of inventories, other than those dealt with in 
paragraph 23, shall be assigned by using the first-in, first-out 
(FIFO) or weighted average cost formula. An entity shall use 
the same cost formula for all inventories having a similar nature 
and use to the entity. For inventories with a different nature or 
use, different cost formulas may be justified.  

AASB 102, paragraph 23 

BLIND FREDDY ERROR 8

Using a LIFO cost formula.

BLIND FREDDY ERROR 9 – OMITTING THE ‘NET’ IN NET 
REALISABLE VALUE (NRV)

AASB 102 requires inventories to be recognised in the statement 
of financial position at the lower of cost and net realisable value. 
Blind Freddy errors 1 to 8 focus on determining the appropriate 
‘cost’. However, many entities also make Blind Freddy errors when 
determining ‘net realisable value’, including forgetting to deduct 
selling costs.

Inventories shall be measured at the lower of cost and net 
realisable value.

AASB 102, paragraph 9

Net realisable value is the estimated selling price in the 
ordinary course of business less the estimated costs of 
completion and the estimated costs necessary to make the 
sale.

Definition of ‘net realisable value’ in AASB 102

BLIND FREDDY ERROR 9

Not deducting material selling costs from net realisable value.

OTHER NET REALISABLE VALUE BLIND FREDDY ERRORS 

Other Blind Freddy NRV errors occur where entities:
 X Fail to adjust the NRV of raw materials and work-in-progress 
where the selling price for the related finished good has 
declined below cost

 X Fail to factor in conversion costs for raw materials and work-in-
progress, and

 X Fail to reverse inventory write-downs.
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ALL PROFESSIONAL 
ACCOUNTANTS IN 
BUSINESS TO REPORT 
NON-COMPLIANCE 
WITH LAWS AND 
REGULATIONS 
(NOCLAR)
BACKGROUND 

NOCLAR is a game changing amendment to APES 110 Code 
of Ethics for Professional Accountants (Code) which applies to 
all professional accountants in Australia and is effective from 1 
January 2018. It focusses on serious and harmful non-compliance, 
and guides the judgement of the professional accountant in the 
direction of the public interest. It also establishes a pathway to 
enable accountants to disclose NOCLAR to a public authority, and 
allows members to set aside the principle of confidentiality and 
report NOCLAR to an appropriate authority. 

NOCLAR comprises any act of omission or commission, 
intentional or unintentional, committed by a client or 
employer, including by management or by those charged with 
governance, or by others working for, or under the direction of 
the client or employer, which is contrary to prevailing laws or 
regulations.

This amendment to APES 110 provides balanced requirements for 
the following classes of professional accountants:

 X Auditors
 X Other members in public practice
 X Senior members in business such as directors, officers or senior 
employees

 X Other members in business.

It sits alongside and supplements the guidance contained within 
the revised Auditing Standard ASA 250 Consideration of Laws and 
Regulations in an Audit of a Financial Report.

OBJECTIVE OF NOCLAR

The introduction of NOCLAR stems from a need to address 
concerns from the regulatory community and other stakeholders 
that the professional accountant’s duty of confidentiality under 
the Code was acting as a barrier to disclosure of possible NOCLAR 
to appropriate public authorities.

The amendment to APES 110 aims to stimulate greater 
accountability by organisations, to provide protection to 
stakeholders and the general public from substantial harm 
resulting from violation of laws and regulations, and to ultimately 
strengthen the reputation of the profession. The increased 
emphasis on professional accountants’ duties and responsibilities 
in this area should also serve to stimulate increased reporting of 
NOCLAR, and even to act as a deterrent to non-compliance by 
audited entities and organisations.

Management and those charged with governance have an 
important role in preventing and detecting potential acts of 
NOCLAR. Governments, legislators and regulators are uniquely 
placed to introduce, strengthen legislation or regulation governing 
the reporting of NOCLAR, appropriately tailored to each 
jurisdiction, including establishing protection for whistle blowers. 

In Australia, we are currently undertaking the strengthening of 
legislation addressing NOCLAR with the Federal Government’s 
introduction of a Bill to improve protections for whistle blowers.

SCOPE

Laws and regulations covered by NOCLAR are those that directly 
affect the client’s, or the employing organisation’s, financial 
statements or its operations in a material or fundamental way. 
Examples of legislation to consider include: 

 X Money laundering
 X Terrorist financing
 X Bribery
 X Corruption
 X Data protection.

The Code provides a framework approach to identified or 
suspected non-compliance, outlining the following steps to be 
taken by the professional accountant:

 X Understanding the matter
 X Discussing the matter
 X Determining whether further action is required
 X Concluding and documentation.

MORE INFORMATION

For more information, BDO has released a webinar presented 
by Willem Olivier, Associate Director Risk, Quality and Ethics 
and Stephen Newman, General Counsel that explores the new 
standard and takes you through:

 X The meaning and effect of NOCLAR
 X What constitutes an illegal act
 X What steps have to be taken if an illegal act is detected
 X When a client’s confidentiality can be breached, and
 X What NOCLAR means for auditors.

https://www.bdo.com.au/en-au/events/noclar-are-accountants-the-new-cops-on-the-block
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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

November 2017 Financial Reporting Update – Getting Ready for 31 December 2017

October 2017 The New AASB 16 – Recognition and Measurement

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 04 Property, Plant and 
Equipment – Proceeds Before Intended Use, IASB ED 2017 02 Improvements to IFRS 
8 Operating Segments, 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.

https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services/ifrs-training
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/financial-reporting-update-getting-ready-for-31-december-2017
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-16-recognition-and-measurement
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-16-identifying-a-lease-and-term
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-15-determining-transaction-price
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-15-determining-transaction-price
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-15-identifying-the-contract
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-15-identifying-the-contract
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/overview-of-the-new-ifrs-15-revenue-from-contracts
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/overview-of-the-new-ifrs-15-revenue-from-contracts
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/fru-getting-ready-for-30-june-2017
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-9-financial-instruments-impairment
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-9-financial-instruments-classificat
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/the-new-aasb-9-financial-instruments-classificat
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/aasb-1058-income-of-not-for-profit-entities
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/overview-of-the-new-ifrs-16-leases
https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/2017-financial-reporting-accounting-standards
http://www.bdo.com.au/en-au/services/audit-assurance
https://www.bdo.global/en-gb/services/audit-assurance/ifrs/ifrs-at-a-glance
https://www.bdo.global/en-gb/services/audit-assurance/ifrs/need-to-know
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-know/IFRS_NTK_USGaap_print.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-know/IFRS_NTK_USGaap_print.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Accounting/IFRS/Need-to-Know/NTK_IFRS16_print.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Accounting/IFRS/Need-to-Know/NTK_print-IFRS-9-ClassMeas.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Accounting/IFRS/Need-to-Know/NTK_print-IFRS-9-ClassMeas.pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-Know/NTK_IFRS9_print-(1).pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-Know/NTK_IFRS9_print-(1).pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-Know/NTK_IFRS15_print-(1).pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-Know/Need-to-Know-Hedge-Accounting-(IFRS-9)-(print)-(1).pdf.aspx?lang=en-GB
http://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/Need-to-Know/Need-to-Know-Hedge-Accounting-(IFRS-9)-(print)-(1).pdf.aspx?lang=en-GB
https://www.bdo.global/en-gb/services/audit-assurance/ifrs/ifrs-in-practice
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-Practice/IFRS16IP_Leases_print.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-Practice/IFRS16IP_Leases_print.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/IFRS-in-practice/IFRS15_print-(1).pdf.aspx?lang=en-GB
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
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
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
https://global-www.bdo.global/en-gb/services/audit-assurance/ifrs/bdo-comment-letters
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2017-04-IAS-16-amendments.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2017-04-IAS-16-amendments.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2017-2-Improvements-to-IFRS-8.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2017-2-Improvements-to-IFRS-8.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2016-01.pdf.aspx?lang=en-GB
https://www.bdo.global/getattachment/Services/Audit-Assurance/IFRS/BDO-comment-letters/BDO-CL-ED-2016-01.pdf.aspx?lang=en-GB
https://global-www.bdo.global/getmedia/689ba8d7-b68b-465b-9a9f-81341fcc891e/BDO-CL-ED-2015-3-Conceptual-Framework.pdf.aspx
https://global-www.bdo.global/getmedia/689ba8d7-b68b-465b-9a9f-81341fcc891e/BDO-CL-ED-2015-3-Conceptual-Framework.pdf.aspx
https://global-www.bdo.global/getmedia/4d68e0bf-7663-4cde-bcc9-dcb9d9cc878f/BDO-CL-ED-2015-05-IAS-19-IFRIC-14.pdf.aspx
https://global-www.bdo.global/getmedia/4d68e0bf-7663-4cde-bcc9-dcb9d9cc878f/BDO-CL-ED-2015-05-IAS-19-IFRIC-14.pdf.aspx
https://global-www.bdo.global/getmedia/0120f03c-29c5-4d7c-b4b5-2a445049ae4d/BDO-Comment-Letter-(Classification-of-Liabilities).pdf.aspx
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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.

BDO refers to one or more of the independent member 
firms of BDO International Ltd, a UK company limited by 
guarantee. Each BDO member firm in Australia is a separate 
legal entity and has no liability for another entity’s acts and 
omissions. Liability limited by a scheme approved under 
Professional Standards Legislation other than for the acts or 
omissions of financial services licensees. 

BDO is the brand name for the BDO network and for each of 
the BDO member firms. 

© 2017 BDO Australia Ltd. All rights reserved.

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

ED281 Accounting 
Policies and 
Accounting 
Estimates

Proposed 
amendments to 
AASB 108

Proposes amendments to AASB 
108 Accounting Policies, Changes 
in Accounting Estimates and Errors 
to clarify the difference between a 
change in accounting policy and a 
change in accounting estimate. 

Also clarifies that changing the cost 
formula for measuring inventories 
constitutes a change in accounting 
policy.

17 November 2017 15 January 2018

ED 282 Definition 
of Material

Proposed 
amendments to 
AASB 101 and 
AASB 108

Proposes minor amendments to 
AASB 101 and 108 to clarify the 
definition of ‘material’ and align 
the wording with the definition 
in the Conceptual Framework 
for Financial Reporting and the 
IASB Practice Statement Making 
Materiality Judgements

17 November 
2017

15 January 2018

ITC 37 The AASB’s 
Standard-Setting 
Frameworks for 
For-Profit Entities 
and Not-for-Profit 
Entities

The ITC is seeking comment on 
the AASB’s draft standard-setting 
frameworks for for-profit and not-
for-profit entities and in particular:

 X Whether the term ‘not-for-
profit’ is helpful to understand 
the nature of the entities in that 
sector, and if not, what other 
terms are considered is more 
appropriate, and

 X If is there enough guidance 
about which entities are for-
profit entities and not-for-profit 
entities. 

17 January 2018 N/A

ITC Draft Appendix 
to the Tax 
Transparency Code

For entities voluntarily adopting 
the Tax Transparency Code 
(TTC), the ITC proposes a draft 
appendix to the TTC which includes 
disclosure aiming to increase the 
tax transparency of both large 
and medium-sized businesses, so 
as to enable users such as social 
justice groups, media, analysts, 
shareholders and the general public 
to better understand the entity’s 
tax position.

28 February 2018 N/A


