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In this edition, we discuss our BDO Lease Management Services (i.e. outsourcing of your lease 
accounting to BDO) to assist you with the transition to and ongoing accounting and lease 
management under the new AASB 16 Leases. We would also like to invite you to our AASB 16 
Masterclasses. 

We continue to explore further aspects of the ‘triple threat’ accounting standards. We firstly 
illustrate how the new financial instrument standard could impact business combinations, 
particularly with respect to classification and measurement of financial assets. We also continue 
with our ‘Step five’ series and consider the last condition for recognising revenue over time. 

In our not-for-profit section, we look at a practical way of analysing grant contracts to extract the 
information needed for making decisions about whether conditions in grant agreements result in 
‘sufficiently specific’ performance obligations.

In international developments we highlight some of the latest agenda decisions of the IFRS 
Interpretations Committee and locally we draw your attention to the extension of the deadline 
for comments on ED 295 and ED 297 (scrapping special purpose financial statements) to 30 
November 2019.

BDO LEASE 
MANAGEMENT 
SERVICES

BDO’s IFRS Advisory Team is 
very excited to offer BDO Lease 
Management Services (that is, 
outsourcing services using BDO Lead) 
to our clients, including our non-public 
interest entity  audit clients.

BDO Lease Management Services will help 
reduce costs and improve efficiencies by 
allowing BDO IFRS Advisory to manage 
all your leases in your lease portfolio and 
provide you with the information you need 
to account for your leases under AASB 16. 

This approach is beneficial when 
transitioning to AASB 16 – no other 
software solution can offer the IFRS 
insights that our IFRS advisors can offer 
you during the critical phases of your AASB 
16 implementation project. However, 
this approach is most beneficial with the 
ongoing changes to leases as illustrated by 
the diagram on the next page.

http://www.bdo.com.au
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Changes

Remeasurements or reassessments of leases

Change in original 
assessment 

of lease term 
(extension options) 

or purchase/
termination options

Change in estimate 
of residual 
guarantee

Change in index 
or rate affecting 

payments including 
market rent reviews

Use new discount 
rate (i.e. current 
discount rate)

No P&L impact

Use original 
discount rate 

No P&L impact

Use original 
discount rate

No P&L impact

Modification of leases (Changes to the underlying contract)

Separate leases Not separate leases

Increase in scope by 
adding new assets  

& 
Consideration = 
standalone price

Decrease in scope All other Lease 
modifications

Use new discount 
rate (i.e. current 
discount rate)

Potential P&L Impact

Use new discount 
rate (i.e. current 

discount rate 

No P&L impact

PROCESS TO GET READY FOR DATE OF INITIAL APPLICATION (E.G. 1 JULY 2019)

BDO Lease Management Services to get clients ready for the date of initial application are illustrated below:

STEP 1: TRAINING

BDO provides training on how to 
capture the lease information in a 

standard Excel spreadsheet.

STEP 8: REQUIRED INFORMATION

Client to confirm the required 
monthly information and frequency of 

correspondence with BDO.

STEP 2: INPUTTING  
OF DATA

Client populates the Excel spreadsheet 
with all the lease data. (BDO can assist 

with contract analysis).

STEP 7: THE JOURNALS

BDO provides the transitional journals 
to input on date of initial application 

based on selected transitional method.

STEP 3: READINESS CHECK

BDO to review and assess the accuracy 
and completeness of the population of 
the lease data in the Excel spreadsheet.

STEP 6: THE DECISION

Client to select the appropriate 
transitional method and confirm the 

accuracy and completeness of the lease 
data, including assessments.

STEP 4: UPLOADING  
OF DATA

BDO imports the lease data from the 
Excel spreadsheet into the BDO Lead 

software.

STEP 5: IMPACT ASSESSMENT

Using the imported data, BDO prepares 
an impact assessment for each 
requested transitional method.

ONGOING MONTHLY PROCESS

After initial application, BDO Lease Management Services continues to assist clients on a monthly basis as follows:

STEP 1

BDO to contact the client to request new 
and updated lease information.

STEP 2

Client to provide the requested new 
and updated lease information.

STEP 3

BDO to provide the information and journals 
to the client which include the depreciation, 

interest and lease liability amounts.

By 15th day  
of each  
month

By 20th day  
of each  
month

By 28th day  
of each  
month

Centralised access to 
the BDO Lead technology 

solution

No need to invest in or 
acquire the software

Lower cost and no complex 
IT implementation projects

Access to our IFRS Advisory 
specialists throughout 

Audit trail provided for you 
and your auditor

THE BENEFITS TO YOU

Some of the benefits of using BDO Lease Management Services include:
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AASB 16 MASTERCLASSES
With AASB 16 applicable from 1 July 2019 for most Australian entities, it is time that 
finance teams move from the high level theory to a comprehensive understanding of 
how to apply the new leases standard, AASB 16 Leases. 

Most finance teams are on top of the big picture story of AASB 16. However, very few 
finance teams have come to terms with the practicalities of its application, and how the 
new lease accounting model will change key financial metrics and KPIs and introduce 
volatility to the balance sheet and profit or loss due to continual re-measurement 
requirements.

For $399 (excl. GST), this hands-on masterclass will have you ready to adopt AASB 
16. Run by BDO’s IFRS Advisory experts, it will assist you in preparing the journals for 
adoption of AASB 16. Through the use of a practical case study, attendees will leave the 
day with an in-depth knowledge of:

 X Identifying a lease within a contract
 X How to perform the initial calculation of the lease liability and the related interest 
expense efficiently

 X How to perform the initial calculation of the ROU asset and the related depreciation 
expenses efficiently

 X The ongoing remeasurements required to the lease liability and ROU asset as a result 
of: 
 - CPI increases
 - Market reviews
 - Changes to the lease term due to various options

 X The ongoing modification of the lease liability and the ROU asset 
 X Transition issues

 - What to do with legacy onerous lease liabilities
 - What to do with legacy lease accruals, lease prepayments, leasehold improvements 

and various lease incentives
 - Three different transitional options, and

 X Understanding the differences between IFRS and US GAAP.

WHO SHOULD ATTEND?

Chief Financial Officers, Financial Controllers, Finance Managers, Accountants, Auditors 
and those involved in any aspects of financial or corporate reporting.

TO REGISTER

Please click here to register for Perth sessions.

Please click here to register for Sydney sessions

Please click here to register for Melbourne sessions.

https://www.bdo.com.au/en-au/events/aasb-16-is-here
https://www.eventbrite.com.au/e/ifrs-masterclass-aasb-16-leases-tickets-76191345365
https://www.eventbrite.com.au/e/ifrs-masterclass-aasb-16-leases-tickets-76191345365
https://www.eventbrite.com.au/e/ifrs-masterclass-aasb-16-leases-tickets-77060723699
https://www.eventbrite.com.au/e/ifrs-masterclass-aasb-16-leases-tickets-77060723699
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HOW WILL THE NEW FINANCIAL 
INSTRUMENT STANDARD IMPACT 
BUSINESS COMBINATIONS WHEN 
CLASSIFYING FINANCIAL ASSETS 
UNDER IFRS 9? 
Most entities will by now be applying the new requirements in IFRS 9 Financial 
Instruments when classifying and measuring their financial assets. However, it is 
important to note that when acquiring a business and applying IFRS 3 Business 
Combinations, groups will need to reassess classification and measurement from the 
perspective of the acquirer on acquisition date.

For financial assets acquired in a business combination, initial recognition occurs at the 
time of the business combination (acquisition date). 

Acquirers will need to reassess each financial asset of the acquiree at acquisition date, 
and decide whether the classification by the acquiree at either amortised cost, fair 
value through profit or loss (FVTPL), or fair value through other comprehensive income 
(FVTOCI) is still appropriate in the context of the acquirer.

DEBT INSTRUMENTS

The decision tree below illustrates how we determine the appropriate classification of a 
debt instrument.

Debt instruments (including hybrid contracts)

'Contractual cash flow characteristics' test, or SPPI test  
(at instrument level)

Pass

'Business model test' 
(At an aggregate level)

Neither

Fail

Hold-to-collect 
contractual cash 

flows?

Business model objective 
that results in collecting 

contracual cash flows and 
selling financial assets

Conditional fair 
value option 

elected?

Conditional fair value option 
elected?

No No

Classification =  
Amortised cost

Classification = FVTOCI for 
debt  

(debt instruments & recycling)

Classification 
= FVPTL

YesYes
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EXAMPLE 1 – DEBT INSTRUMENTS

Big Co acquired Little Co on 1 January 2019. Little Co has the following financial assets (debt instruments) in its books at acquisition 
date, 1 January 2019:

Financial asset Amount Classified by Little Co as…

Trade receivables $3,600,000 Amortised cost (hold to collect business model)

Related party – non-current

Note: Loan is secured over property of borrower whose fair value at 
origination date (1 January 2014) was $1,300,000

$1,000,000 Amortised cost (hold to collect business model)

Government bonds $500,000 Amortised cost (hold to collect business model)

On acquisition date (initial recognition), Big Co determines that:

 X Trade receivables continue to be classified and measured at amortised cost
 X The related party loan should be classified at FVTPL because the value of the property security has dropped to $800,000 at 
acquisition date (i.e. fails the SPPI test), and

 X The business model for the government bonds has changed to ‘hold to collect and sell’, resulting in them being classified and 
measured at FVTOCI.

This will result in accounting differences between Little Co and Big Co Group as follows:

Financial asset Amount Classified by Little Co 
as…

Classified by Big Co 
Group as…

Impact

Short term trade receivables $3,600,000 Amortised cost Amortised cost None

Related party loans – non-
current 

Note: Loan is secured over 
property of borrower, fair value 
$1,300,000 at origination date 
(1 January 2014)

$1,000,000 Amortised cost FVTPL At initial recognition 
(acquisition date), Big 
Co Group recognises the 
loan at fair value, with 
subsequent changes in fair 
value recognised in profit 
or loss.

Government bonds $500,000 Amortised cost OR 
FVTOCI.

If it meets the 
requirements for Little Co 
to be able to reclassify a 
financial asset under IFRS 
9, paragraph 4.4.1 and 
B4.4.1-B4.4.3 (i.e. Little Co 
also changed its business 
model to ‘hold to collect 
and sell’), then it would be 
measured at FVTOCI by 
Little Co.

Judgement may need to be 
applied based on specific 
facts and circumstances. 
IFRS 9 sets quite a high 
hurdle for reclassifying 
financial assets. 

FVTOCI At initial recognition 
(acquisition date), Big 
Co Group recognises the 
government bonds at fair 
value, with subsequent 
changes in fair value 
recognised in other 
comprehensive income.
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Fair value is “the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date.” 

For the short-term trade receivables, the amortised cost is likely to approximate its fair 
value due to its short term nature.

For the related party loan, the fair value would assume a discount rate that is a current 
market interest rate reflective of the remaining period to maturity and as well as the 
security pledged over the loan.

For government bonds, a direct quoted price for the bond may be available. If a direct 
quoted price is not available, a present value calculation could be performed using a 
discount rate based on a market interest rate reflecting the same credit quality.

EQUITY INSTRUMENTS

The decision tree below illustrates how we determine the appropriate classification of an 
equity instrument.

HELD FOR 
TRADING

AT INCEPTION 
ENTITY ELECTS 
TO CARRY AT 
FAIR VALUE 

THROUGH OTHER 
COMPREHENSIVE 

INCOME?

CARRY AT 
FAIR VALUE 

THROUGH OTHER 
COMPREHENSIVE 

INCOME

CARRY AT FAIR VALUE THROUGH PROFIT OR LOSS

YES

YES

NO

NO

Although the default category for measuring investments in equity instruments is FVTPL, 
entities can, on initial recognition, make an irrevocable election to classify these at 
FVTOCI if they are not held for trading, nor contingent consideration recognised by an 
acquirer in a business combination (IFRS 9, paragraph 4.1.4).

EXAMPLE 2 – EQUITY INSTRUMENTS

Big Co acquired Little Co on 1 January 2019. Little Co has the following financial assets 
(equity instruments) in its books at acquisition date, 1 January 2019:

Financial asset Amount Classified by Little Co as…

Listed shares $500,000 FVTPL

Investment in ABC Pty 
Limited

$750,000 FVTOCI

On acquisition date (initial recognition), Big Co makes an irrevocable election to present 
fair  value changes in the listed shares in other comprehensive income because they 
are not held for trading by the group. These listed shares are therefore classified and 
measured at FVTOCI. 

This will result in accounting differences between Little Co and Big Co Group as follows 
and will result in consolidation adjustments being made each year for as long as these 
investments are held.
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Financial 
asset

Amount Classified 
by Little 
Co as…

Classified 
by Big Co 
Group as…

Impact

Listed 
shares

$500,000 FVTPL FVTOCI At initial recognition (acquisition 
date) there will be no impact as 
the listed shares are measured 
at fair value in the books of Little 
Co and also on consolidation.

However, subsequent to initial 
recognition, adjustments 
will need to be made on 
consolidation by Big Co 
Group to recognise fair 
value movements in other 
comprehensive income rather 
than profit or loss.

Investment 
in ABC Pty 
Limited

$750,000 FVTOCI FVTOCI None

STEP FIVE – RECOGNISING 
REVENUE WHERE THE CUSTOMER 
CONTROLS THE PARTIALLY 
COMPLETED ASSET
In the April 2018 edition of Accounting News, we discussed the five-step model for 
revenue recognition introduced by IFRS 15 Revenue from Contracts with Customers:

Step 1 Identify the contract(s) with the customer

Step 2 Identify the performance obligations in the contract

Step 3 Determine the transaction price

Step 4 Allocate the transaction price to the performance obligations

Step 5 Recognise revenue when a performance obligation is satisfied

Since then we have included a number of articles on IFRS 15 in Accounting News that 
cover various issues from the five-step process in greater depth:

Step Accounting News edition…

Step 1 Identify the contract(s) with the customer May and June 2018

Step 2 Identify the performance obligations in 
the contract

July and September 2018

Step 3
Determine the transaction price

November 2018, February 2019, 
March 2019 and May 2019

Step 4 Allocate the transaction price to the 
performance obligations

June and July 2019

Step 5 Recognise revenue when a performance 
obligation is satisfied

August and September 2019

https://www.bdo.com.au/en-au/accounting-news/accounting-news-april-2018/brace-for-impact
https://www.bdo.com.au/en-au/accounting-news/accounting-news-may-2018/accounting-for-revenue-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-june-2018/accounting-for-revenue-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-july-2018/performance-obligations
https://www.bdo.com.au/en-au/accounting-news/accounting-news-september-2018/ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-november-2018/transaction-price-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-february-2019/transaction-price-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-march-2019/contract-with-a-customer
https://www.bdo.com.au/en-au/accounting-news/accounting-news-may-2019/accounting-for-non-cash
https://www.bdo.com.au/en-au/accounting-news/accounting-news-june-2019/allocating-the-transaction-price
https://www.bdo.com.au/en-au/accounting-news/accounting-news-july-2019/allocating-the-transaction-price
https://www.bdo.com.au/en-au/accounting-news/accounting-news-august-2019/recognising-revenue-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-september-2019/step-five-recognising-revenue-under-ifrs-15
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In this edition, we continue our examination of the final step in 
the five-step process – recognising revenue when a performance 
obligation is satisfied.

RECOGNISING REVENUE

In the August 2019 edition of Accounting News we outlined how, 
under IFRS 15, revenue is recognised when (or as) a performance 
obligation is satisfied by transferring a promised good or service 
(i.e. an asset) to a customer (with transfer occurring when, 
or as, the customer obtains control of the good or service).  A 
performance obligation may be satisfied:

 X At a point in time, or 
 X Over time.

We also noted that an entity transfers control of a good or service 
over time and, therefore, satisfies a performance obligation and 
recognises revenue over time, provided that at least one of the 
following criteria is met:

1. The customer simultaneously receives and consumes the 
benefits provided by the entity’s performance as the entity 
performs (this would occur, for example, in relation to the 
provision of nightly office cleaning services) – discussed further 
in September 2019 Accounting News,

2. The entity’s performance creates or enhances an asset (for 
example, work-in-progress) that the customer controls as the 
asset is created or enhanced, or 

3. The entity’s performance does not create an asset with an 
alternative use to the entity (due to a contractual restriction, 
or practical limitation, on directing the asset to another 
use) and the entity has an enforceable right to payment for 
performance completed to date – discussed further in August 
2019 Accounting News.

The requirements for the recognition of revenue are illustrated in 
the decision tree below:

Does the customer simultaneously 
receive and consume the benefits 

provided by the entity’s performance 
as the entity performs?

Does the entity’s performance 
create or enhance an asset that the 

customer controls as the asset is 
created or enhanced?

Does the entity’s performance 
create an asset with NO alternative 

use to the entity
AND

Does the entity have an enforceable 
right to payment for performance 

completed to date?

The entity transfers control at a 
point in time

The entity should recognise revenue 
at the point in time at which it 
transfers control of the good or 

service to the customer

Th
e 

en
tit

y 
tr

an
sf

er
s c

on
tr

ol
 o

ve
r t

im
e

The entity 
should 
recognise 
revenue over 
time, using a 
method that 
depicts its 
performance 
in 
transferring 
control of 
goods or 
services 
promised to 
a customer

NO

NO

NO

YES

YES

YES

In this edition we examine the second instance where revenue is 
recognised over time, i.e. where the entity’s performance creates 
or enhances an asset that the customer controls as the asset is 
created or enhanced.  

CUSTOMER CONTROLS THE ASSET AS IT IS CREATED OR 
ENHANCED (IFRS 15, PARAGRAPH 35(b))

This criterion applies to work-in-progress which is controlled by 
the customer. 

It is therefore most likely to be relevant when an asset is being 
constructed on the customer’s premises.

The asset being created or enhanced could be tangible (e.g. 
a building constructed on land owned by the customer) or 
intangible (e.g. customised software written into a customer’s 
existing IT infrastructure).

In determining whether a customer controls the asset as it is 
being created or enhanced, we apply the ‘control’ requirements 
from IFRS 15. 

A customer would have ‘control’ of the work-in-progress asset if it 
has the ability to direct the use of, and obtain substantially all the 
economic benefits from the asset. ‘Control’ includes being able 
to prevent others from directing the use of the asset, and from 
obtaining the benefits from the asset.

https://www.bdo.com.au/en-au/accounting-news/accounting-news-august-2019/recognising-revenue-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-september-2019/step-five-recognising-revenue-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-august-2019/recognising-revenue-under-ifrs-15
https://www.bdo.com.au/en-au/accounting-news/accounting-news-august-2019/recognising-revenue-under-ifrs-15
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…Control of an asset refers to the ability to direct the use of, 
and obtain substantially all of the remaining benefits from, 
the asset. Control includes the ability to prevent other entities 
from directing the use of, and obtaining the benefits from, an 
asset. The benefits of an asset are the potential cash flows 
(inflows or savings in outflows) that can be obtained directly or 
indirectly in many ways, such as by: 

(a) using the asset to produce goods or provide services 
(including public services); 

(b) using the asset to enhance the value of other assets;

(c) using the asset to settle liabilities or reduce expenses; 

(d) selling or exchanging the asset; 

(e) pledging the asset to secure a loan; and 

(f) holding the asset.

Extract of IFRS 15, paragraph 33

EXAMPLE  — WORK-IN-PROGRESS ENHANCED ON 
CUSTOMER’S PREMISES

On 1 July 2019, Builder Co won the tender to build a house on 
land owned by the customer.

Construction commenced 1 October 2019 and is estimated to 
take 18 months to complete the house.

At 30 June 2020, the house is 50% complete.

Year end is 30 June.

Analysis

Builder Co recognises revenue ‘over time’ because the second 
criterion in IFRS 15, paragraph 35(b) is met. That is, Builder 
Co’s performance constructs an asset (house) on land that the 
customer controls as the house is being built. Builder Co has no 
control of the partially built house because it sits on land owned 
by the customer.

CONCLUDING THOUGHTS

Under IAS 18 Revenue, revenue recognition was comparatively 
straightforward – when services were being sold, revenue was 
recognised on a percentage of completion basis.

Under IFRS 15, revenue can only be recognised over time if strict 
criteria are met.  A determination of whether those criteria have 
been met will often involve an in-depth examination of the terms 
of contracts that have been entered into with customers.  As 
we have seen with all of the five steps in the IFRS 15 revenue 
recognition model, this will require finance teams to work with 
sales (and in some instances legal) teams to ensure that they have 
a sufficiently in-depth understanding of contractual terms and 
the legally enforceable rights to correctly identify when revenue 
should be recognised.  
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NFPS – TIME TO START 
REVIEWING GRANT 
CONTRACTS TO 
DETERMINE IF THERE 
ARE ANY ‘SUFFICIENTLY 
SPECIFIC’ PERFORMANCE 
OBLIGATIONS
Most not-for-profit entities (NFPs) should be aware of the 
imminent significant changes to accounting for income and 
revenue from contracts with customers. 

For annual periods beginning on or after 1 January 2019, NFPs 
will need to review all grant contracts and other receipts to 
determine whether these should be accounted for as revenue 
under the new revenue standard, AASB 15 Revenue from 
Contracts with Customers, or as income under the new income 
standard, AASB 1058 Income of Not-for-Profit Entities. 

If the funds are granted for the purpose of constructing a non-
financial asset, the transaction is accounted for under the specific 
requirements in AASB 1058, paragraphs 15-17. The receipt is 
initially recognised as a liability and transferred to income when 
(or as) the NFP satisfies its obligation to build the non-financial 
asset. 

ARE THE FUNDS RECEIVED 
FOR THE PURPOSE 
OF ACQUIRING OR 
CONSTRUCTING A 

NON-FINANCIAL ASSET?

DOES THE TRANSACTION 
OCCUR IN A CONTRACT WITH 
A CUSTOMER THAT CREATED 

ENFORCEABLE RIGHTS 
& OBLIGATIONS?

DOES THE CONTRACT 
INCLUDE ‘SUFFICIENTLY 

SPECIFIC’ PERFORMANCE 
OBLIGATIONS (promises by 

the NFP to transfer goods and 
services to customers)?

APPLY AASB 1058, 
PARAGRAPHS 15-17

OUTSIDE SCOPE OF 
AASB 15

APPLY AASB 1058

APPLY AASB 15

NO

YES

YES

YES

NO

NO

However, if the funds are granted for a purpose other than 
to acquire or construct a non-financial asset, using the above 
decision tree, NFPs will need to determine whether these are 
accounted for under:

 X AASB 15 as revenue from contracts with customers (i.e. there 
is an enforceable contract with a customer, and the contract 
includes ‘sufficiently specific’ performance obligations), or

 X AASB 1058 (as income). 

Over the past few months, our Accounting News articles have 
considered, in-depth, the theory in both AASB 1058, and AASB 
15 Appendix F, to demonstrate how NFPs can determine whether 
grant contracts include ‘sufficiently specific’ performance 
obligations (refer table below). 

Topic Accounting News…

Is there an enforceable contract with a 
customer?

November 2018

How to identify ‘sufficiently specific’ 
performance obligations when 
assessing whether AASB 15 or AASB 
1058 applies – overview

February 2019

Grants to NFPs to deliver IP to a 
customer

April 2019

Grants to NFPs to transfer a licence to 
a customer

May 2019

Grants to NFPs to transfer research 
findings to a customer 

June 2019

Grants to NFPs to transfer research 
findings to a customer 

July 2019

Allocating the transaction price to 
performance obligations under AASB 15

August 2019

Refund obligations are not 
automatically ‘sufficiently specific’ 
performance obligations under AASB 15

September 2019

A PRACTICAL SOLUTION

A high level of judgement is often required in order to conclude 
whether conditions associated with the grant are ‘sufficiently 
specific’, and therefore accounted for as revenue under AASB 15.

In this edition we look at a practical way of analysing grant 
contracts to extract the information needed for making these 
‘sufficiently specific’ decisions.

Grant contracts are often written to include:
 X Inputs
 X Outputs, and 
 X Outcomes.

https://www.bdo.com.au/en-au/accounting-news/accounting-news-november-2018/aasb-15-impact-on-nfps
https://www.bdo.com.au/en-au/accounting-news/accounting-news-february-2019/performance-obligations-nfps
https://www.bdo.com.au/en-au/accounting-news/accounting-news-april-2019/grants-to-nfps
https://www.bdo.com.au/en-au/accounting-news/accounting-news-may-2019/grants-to-nfps
https://www.bdo.com.au/en-au/accounting-news/accounting-news-june-2019/grants-to-nfps
https://www.bdo.com.au/en-au/accounting-news/accounting-news-july-2019/grants-to-nfps
https://www.bdo.com.au/en-au/accounting-news/accounting-news-august-2019/nfps-allocating-the-transaction-price
https://www.bdo.com.au/en-au/accounting-news/accounting-news-september-2019/nfps-refund-obligations
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INPUTS

Grant agreements tend to include long lists of ‘inputs’, which are basically all types 
of activities that are necessary to support the satisfaction of the ‘sufficiently specific’ 
performance obligations, but which themselves do not result in a transfer of a good or 
service to a customer.

AASB 15, Appendix F21 notes that performance obligations do not include activities 
that an entity must undertake to fulfil a contract unless those activities transfer a good 
or service to a customer. Paragraph F21 gives an example of an ‘input’ being research 
activities undertaken to develop intellectual property that an entity will license to a 
customer.

OUTCOMES

These are often worded in grant contracts as the ‘outcome’, ‘objectives’, ‘aim’ or reason 
for providing the grant. 

It is important to note that outcomes are usually too vague to be ‘sufficiently specific’ 
performance obligations. However, sometimes outcomes include implied outputs (see 
further discussion under OUTPUTS below).

OUTPUTS

Outputs are the deliverables in grant contracts that are ‘sufficiently specific’ performance 
obligations because they meet the requirements in AASB 15, Appendix F, paragraphs 
F20-F27, and it can be determined when these performance obligations have been 
satisfied. 

As noted under OUTCOMES above, sometimes ‘outcomes’ include implied outputs. This 
can be illustrated in the Outcome for Example 3 below, where the objective is to improve 
water safety for beach goers and to reduce the instances of drowning by 50%. Provided 
there is a benchmark which quantifies the number of drownings at the start of the grant 
contract, there is potentially also an output that can be measured and may result in a 
sufficiently specific performance obligation.

EXAMPLE 1 – LITERACY NFP

Literacy NFP is given a three-year grant by the State Government to improve literacy in 
a community. Literacy NFP receives $1 million on 31 December 2019 in cash to cover the 
three-year contract. Any unspent monies need to be refunded to State Government at 
the end of the three-year period.

The contract stipulates that the money must be used as follows:
 X Employ 2 specialist teachers for the first year (FY20) to develop specialised reading 
programs for Years K-2 (cost of $200,000)

 X Purchase special reading books and workbooks to use during lessons ($50,000 
budgeted to be spent during FY20, $70,000 during FY21 and $80,000 during FY22)

 X Employ 3 specialist teachers to be available three afternoons per week during school 
terms in FY21 and FY22 to run face-to-face teaching sessions at the XYZ Primary 
School for all children from public schools in Suburb XYZ (cost of $100,000 per 
teacher per year, total of $600,000).
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Activities (inputs) Outputs Outcomes

 X Employ 2 specialist teachers for the first 
year (FY20) to develop specialised reading 
programs for Years K-2 (cost of $200,000)

 X Purchase special reading books and 
workbooks to use during lessons ($50,000 
budgeted to be spent during FY20, $70,000 
during FY21 and $80,000 during FY22).

The above internal activities do not result in 
the transfer of goods or services to a customer.

 X Employ 3 specialist teachers to be available three 
afternoons per week during school terms in FY21 
and FY22 to run face-to-face teaching sessions 
at the XYZ Primary School for all children from 
public schools in Suburb XYZ (cost of $100,000 
per teacher per year, total of $600,000).

The above internal activities do result in the 
transfer of goods or services to a customer.

 X Improve literacy in a 
community.

The above is not on its own 
sufficiently specific. However, 
the existence of clear 
outcomes enables the entity to 
meet the sufficiently specific 
performance obligation hurdle.

EXAMPLE 2 – CRISIS COUNSELLING

Mr Rich donates $3 million to Crisis Charity to be used over the next three years to provide crisis counselling services to those 
experiencing domestic violence. Any unspent monies need to be refunded to Mr Rich at the end of the three-year period. 

The contract stipulates that the money must be used as follows:
 X Rent premises out of which crisis counselling services can be provided
 X Hire social workers and psychologists
 X Administration – initial case assessments and appointment bookings
 X Employ one full-time psychologist and one full-time social worker (8 hours per day) at the premises of Crisis Charity for three years 
on a stand ready basis should victims of domestic violence require these services.

Activities (inputs) Outputs Outcomes

 X Rent premises out of which crisis 
counselling services can be provided

 X Hire social workers and psychologists
 X Administration – initial case assessments 
and appointment bookings.

The above internal activities do not result in the 
transfer of goods or services to a customer.

 X Employ one full-time psychologist and one 
full-time social worker (8 hours per day) at 
the premises of Crisis Charity for three years 
on a stand ready basis should victims of 
domestic violence require these services.

The above internal activities do result in the 
transfer of goods or services to a customer.

 X Provide crisis counselling services to 
those experiencing domestic violence.

The above is not on its own sufficiently 
specific. However, the existence of clear 
outcomes enables the entity to meet 
the sufficiently specific performance 
obligation hurdle.

EXAMPLE 3 – LOCAL SURF CLUB

State Government provides a three-year, $1 million grant to Local Surf Club to improve water safety for beach goers and to reduce the 
instances of drowning by 50%.

Any unspent monies need to be refunded to State Government at the end of the three-year period.

The contract stipulates that the money must be used as follows:
 X Rent building for the surf club
 X Train volunteers
 X Purchase rescue equipment
 X Provide surf club patrols during daylight hours, with a minimum of 5 lifesavers on duty in summer months and 2 life savers on duty 
during winter months. 

Activities (Input) Outputs Outcomes

 X Rent building for the surf club
 X Train volunteers
 X Purchase rescue equipment.

The above internal activities do not result 
in the transfer. of goods or services to a 
customer.

 X Provide surf club patrols during daylight 
hours, with a minimum of 5 lifesavers 
on duty in summer months and 2 life 
savers on duty during winter months. 

The above internal activities do result in the 
transfer of goods or services to a customer.

 X Improve water safety for beach 
goers and to reduce the instances of 
drowning by 50%.

The above on its own might constitute 
sufficiently specific performance 
obligations due to the implied nature.

CONCLUDING THOUGHTS

From 1 January 2019, NFPs will need to undergo a detailed review of all grant contracts to assess whether recognition under AASB 
1058 or AASB 15 is appropriate. The first reporting date, 31 December 2019 is not far away. Reviewing grant contracts is a difficult and 
time-consuming process and involves judgement. We encourage NFPs who have not commenced reviewing grant agreements to do so 
as a matter of urgency.   
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RECENT AGENDA 
DECISIONS OF THE 
IFRS INTERPRETATIONS 
COMMITTEE

IFRS Interpretations Committee (the Committee) agenda 
decisions are those issues that the Committee decided not to 
take onto its agenda. Although not authoritative guidance, 
in practice they are regarded as being highly persuasive, and 
all entities reporting under IFRS should be aware of these 
decisions because they could impact the way particular 
transactions and balances are accounted for.

At its September 2019 meeting, the IFRS Interpretations 
Committee (Committee) issued five final agenda decisions dealing 
with the following issues which are discussed in more detail 
below:

 X Compensation for delays or cancellations by airlines – IAS 37 
warranties or variable consideration under IFRS 15

 X How to determine the lessee’s incremental borrowing rate 
(IFRS 16)

 X Presentation of liabilities or assets related to uncertain tax 
positions (IAS 1 and IFRIC 23)

 X Disclosure of changes in liabilities arising from financing 
activities (IAS 7)

 X Costs related to biological transformation (subsequent 
expenditure) of biological assets (IAS 41).

The Committee also issued an agenda decision about whether 
foreign currency risk can be a separately identifiable and reliably 
measurable risk component of a non-financial asset held for 
consumption that an entity can designate as the hedged item in a 
fair value hedge accounting relationship. For further discussion on 
this agenda decision, please refer to the full text of the September 
2019 IFRIC Update.

https://www.ifrs.org/news-and-events/updates/ifric-updates/september-2019/#8
https://www.ifrs.org/news-and-events/updates/ifric-updates/september-2019/#8
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ISSUE 1: COMPENSATION FOR DELAYS OR CANCELLATIONS BY AIRLINES – IAS 37 WARRANTIES OR VARIABLE 
CONSIDERATION UNDER IFRS 15

Fact pattern

Flight passengers have the right to be compensated under legislation for flight delays and cancellations by airlines.

The legislation stipulates the amount of compensation required, and this is unrelated to the amount the customer pays for the fight. 
It forms part of the terms of the contract between the airline and its customers.

Under IFRS 15 Revenue from Contracts with Customers, the airline identifies that it has only one performance obligation, being its 
promise to fly Passenger A from Location X to Location Y. Ticket price is $300 and compensation for delays or cancellation is set by 
legislation at $50 per passenger.

Question:

Does the airline account for its obligation to compensate Passenger A as:
 X Variable consideration under IFRS 15, or
 X A provision under IAS 37 Provisions, Contingent Liabilities and Contingent Assets?

Rationale 
for 
agenda 
decision:

IAS 37
 X The ‘warranty’ requirements in IFRS 15, paragraphs B28-B33 do not apply to the compensation provided to customers for 
cancelled or delayed flights.

 X Warranties generally fall into two types:
- Assurance-type warranties – provide customers with assurance that the related product will function as the parties 

intended because it complies with agreed-upon specifications, and
- Service warranties – provide customers with a service in addition to the assurance-type warranty.

 X Assurance-type warranties are not treated as separate performance obligations, but accounted for as a provision under IAS 37. 
 X Service warranties are accounted for as separate performance obligation under IFRS 15. 
 X Where legislation requires an entity to compensate customers if its products cause harm or damage, IFRS 15, paragraph B33 
further notes that these are treated as assurance-type warranties under IAS 37.

 X The Committee concluded that compensation provided to customers for cancellation or delays is not an assurance 
warranty because it does not provide the customer with assurance regarding the workability of a product, nor does it 
compensate for harm or damage caused by using a product. Therefore no provision is required under IAS 37.

See further rationale below under IFRS 15 discussion.

IFRS 15  
 X Paragraph 47 notes with respect to the ‘transaction price’:

- An entity must consider the terms of the contract and its customary business practices to determine the transaction 
price, and

- The transaction price is the amount of consideration to which an entity expects to be entitled in exchange for 
transferring promised goods or services to a customer.

 X Paragraph 51 then lists examples of common types of variable consideration such as discounts, rebates, refunds, credits, price 
concessions, incentives, performance bonuses and penalties.

 X In the fact pattern above, the Committee noted:
- The airline promises to transport Passenger A from Location X to Location Y within a specified time frame after the 

scheduled flight time
- If the airline fails to do so, Passenger A is entitled to compensation of $50 (similar to a refund or penalty for inadequate 

level of service provision)
- This compensation forms part of the amount the airline expects to be entitled to in exchange for providing the flight 

services (it is not compensation for harm or damage)
- Even though the compensation is set by legislation and not the contract with the customer, it would still impact the 

airline’s assessment of the ‘transaction price’ it expects to receive
- The compensation is therefore ‘variable consideration’ in the same way that penalties for delayed transfer of an asset 

give rise to variable consideration (refer Illustrative Example 20 accompanying IFRS 15).
 X In this case, revenue would be recognised when Passenger A arrives at their destination, Location Y. At this point, the 
constrained $250 transaction price, plus the variable consideration of $50, would both be recognised.

 X The Committee concluded that the principles and requirements in IFRS 15 provide an adequate basis for determining 
accounting for obligations to compensate customers for delays or cancellations, and consequently did not add the 
matter to its standard-setting agenda.

Conclusion:

Compensation for delays or cancellation by airlines are variable consideration and the requirements of IFRS 15, paragraphs 50-59 
would apply. 
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ISSUE 2: HOW TO DETERMINE THE LESSEE’S INCREMENTAL BORROWING RATE (IFRS 16)

Fact pattern

Lessee enters into a lease for office premises.

Lessee cannot readily determine the interest rate implicit in the lease which IFRS 16, paragraph 26 requires for discounting the lease liability.

Lessee therefore needs to determine its ‘incremental borrowing rate’ to use instead.

Question:

Should the lessee’s incremental borrowing rate used to determine the lease liability reflect the interest rate in a loan with both a 
similar maturity to the lease, and a similar payment profile to the lease payments? 

Rationale 
for agenda 
decision:

 X IFRS 16, Appendix B defines a lessee’s incremental borrowing rate as ‘the rate of interest that a lessee would have 
to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar 
value to the right-of-use asset in a similar economic environment’.

 X Consistent with the discussion in IFRS 16, Basis for Conclusions BC162, the Committee noted that this definition 
requires a lessee to determine its incremental borrowing rate for a particular lease, taking into account the terms 
and condition of the lease (i.e. a lease-specific rate). 

 X BC162 also notes that a lessee may be able to refer to a rate that is readily observable as a starting point (for 
example, the rate a lessee has paid, or would pay, to borrow money to purchase the type of asset being leased, 
or the property yield when determining the discount rate applying to property leases). This rate would then be 
adjusted as needed to determine the incremental borrowing rate.

 X The incremental borrowing rate used by the lessee would therefore need to reflect the rate the lessee would be 
required to pay to borrow:

- Over a similar term to the lease term

- With a similar security to the security (collateral) in the lease

- The amount needed to obtain an asset of a similar value to the right-of-use asset arising from the lease, 
and

- In a similar economic environment.
 X The definition does not explicitly refer to a loan with a similar payment profile to the lease payments. However, 
the Committee noted that in applying judgement when determining the rate, it would be consistent with the 
Board’s objectives for the lessee to refer as a starting point to a readily observable rate for a loan with a similar 
payment profile to that of the lease. 

 X The Committee concluded that the principles and requirements in IFRS 16 provide an adequate basis for a lessee 
to determine its incremental borrowing rate, and consequently did not add the matter to its standard-setting 
agenda.

Conclusion:

Yes, when determining its incremental borrowing rate for a specific lease, the lessee should refer, as a starting point, to a readily 
observable rate for a loan with a similar payment profile to that of the lease. 

Since most lease payments comprise repayment of principal and interest, when determining the incremental borrowing rate, entities 
should start off with a borrowing rate of an amortising loan rather than a loan with a lump sum principal repayment at the end of its life.
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ISSUE 3: PRESENTATION OF LIABILITIES OR ASSETS RELATED TO UNCERTAIN TAX POSITIONS (IAS 1 AND IFRIC 23)

Fact pattern

Aus Co is a subsidiary of Global Co and has transfer pricing tax issues.

Aus Co recognises a current tax liability of $150,000 and deferred tax liabilities of $50,000 for the year ended 31 December 2019.

As a result of first-time adoption of IFRIC 23 Uncertainty over Income Tax Treatments, for the year ended 31 December 2019, Aus Co 
recognises additional liabilities for uncertain tax positions of $50,000 (for current tax) and $25,000 (for deferred tax).

Question:

In the statement of financial position, should uncertain tax liabilities be presented as:
 X Current or deferred tax liabilities, or
 X Within another line item such as ‘provisions’?

Rationale for agenda 
decision:

 X Uncertain tax liabilities (or assets) applying IFRIC 23 are current tax or deferred tax liabilities or 
assets under the definitions in IAS 12 Income Taxes.

 X However, neither IAS 12 nor IFRIC 23 contain presentation requirements for uncertain tax liabilities 
(or assets).

 X The presentation requirements in IAS 1 Presentation of Financial Statements would therefore apply. 
Specifically, IAS 1, paragraph 54(n) and 54(o) require separate line items in the statement of 
financial position for current and deferred tax liabilities.

 X Because uncertain tax liabilities are considered current or deferred tax liabilities under IAS 12, the 
Committee concluded that applying IAS 1, uncertain tax liabilities would be included with current tax 
liabilities (or assets) or deferred tax liabilities (or assets) in the statement of financial position.  

 X The Committee concluded that the principles and requirements in IFRS standards provide an 
adequate basis for an entity to determine the presentation of uncertain tax liabilities and assets, and 
consequently did not add the matter to its standard-setting agenda.

Conclusion:

Uncertain tax liabilities (or assets) are presented within the current and deferred tax asset or liability lines in the statement of 
financial position. 
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ISSUE 4: DISCLOSURE OF CHANGES IN LIABILITIES ARISING FROM FINANCING ACTIVITIES (IAS 7)

Fact pattern

Entity ABC has two sources of loan funding: one from Australian bank A (denominated in Australian dollars), and another from USA 
Bank B (denominated in USD). Both Loans are individually material.

Question:

Are the specific disclosure requirements in IAS 7 Statement of Cash Flows, paragraphs 44B-44E adequate to require an entity to 
provide disclosures that meet the objective in paragraph 44A?

In other words, are additional disclosures to those required in IAS 7, paragraphs 44B-44E required in order to meet the disclosure 
objective in paragraph 44A?

Rationale for 
agenda decision:

 X The agenda decision highlights that the entity must be satisfied that the disclosures provided do indeed 
meet the disclosure objective set out in IAS 7, paragraph 44A. It is not sufficient to merely disclose the 
reconciliation as per IAS 7, paragraph 44D. The reconciliation provided does need to meet the disclosure 
objective in paragraph 44A.

An entity shall provide disclosures that enable users of financial statements to evaluate changes in liabilities 
arising from financing activities, including both changes arising from cash flows and non-cash changes.

IAS 7, paragraph 44A

 X The Committee observed that an entity applies judgement when determining the extent to which it 
disaggregates and explains the changes in liabilities arising from financing activities in the reconciliation 
prepared under IAS 7, paragraph 44D. 

 X When preparing the reconciliation, the Committee noted that the types of changes outlined in IAS 7, 
paragraph 44B should be included (e.g. changes from financing cash flows, changes arising from gaining or 
losing control of a subsidiary, the effect of changes in foreign exchange rates, changes in fair values, etc.).

Disaggregating liabilities arising from financing activities
 X When determining the level of granularity of information included on the reconciliation (i.e. disaggregation 
of liabilities arising from financing activities, and the level of detail provided for cash and non-cash 
changes), the Committee also noted that the entity should not reduce the understandability of its financial 
statements by aggregating material items that have different natures or functions (IAS 1, paragraph 30A). 

 X Therefore individually material items should be disclosed separately in the reconciliation, including 
material classes of financing liabilities, as well as material reconciling items (cash and non-cash changes).   

 X In the fact pattern above, this is likely to result in separate line items being disclosed in the reconciliation 
for the two loans.

Explaining movements in liabilities arising from financing activities
 X The Committee noted that the structure for the reconciliation (including the appropriate level of 
disaggregation as referred to above) is determined in accordance with IAS 7, paragraphs 44A-44E. 
Thereafter, the entity determines whether any additional information is required to meet the disclosure 
objective in IAS 7, paragraph 44A.

 X In this regard, IAS 1, paragraph 112(c) requires disclosure of information in the notes that is not presented 
elsewhere in the financial statements, but is relevant to an understanding of the financial statements.

 X The Committee concluded that the disclosure requirements in IAS 7, paragraphs 44A-44E, together with 
IAS 1, are adequate to require an entity to provide disclosures that meet the objective in IAS 7, paragraph 
44A. Consequently, the Committee did not add this matter to its standard-setting agenda.

Conclusion:

Yes. The specific disclosure requirements in IAS 7 Statement of Cash Flows, paragraphs 44B-44E, as well as IAS 1, are adequate to 
require an entity to provide disclosures that meet the disclosure objective regarding changes in liabilities arising from financing 
activities in paragraph 44A.
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ISSUE 5: COSTS RELATED TO BIOLOGICAL TRANSFORMATION (SUBSEQUENT EXPENDITURE) OF BIOLOGICAL ASSETS 
(IAS 41)

Fact pattern

Vineyard capitalises initial costs incurred to establish grape vines, which are measured at fair value less costs to sell (FVLCTS) under 
IAS 41 Agriculture. 

Question:

Should subsequent expenditure on biological assets measured at FVLCTS applying IAS 41 be:
 X Capitalised (i.e. added to the carrying amount of the asset), or
 X Expensed when incurred?

Rationale for 
agenda decision:

 X IAS 41 does not specify the accounting for subsequent expenditure on biological assets measured at 
FVLCTS.

 X IAS 41, Basis for Conclusions, paragraph B62 explains that the Board did not expressly prescribe the 
accounting because it is unnecessary with a fair value approach. If capitalising, any fair value movement 
would be reduced, and if expensed, any fair value movement would increase. 

 X There would be no impact on profit or loss, nor on FVLCTS at reporting date. Only presentation in profit or 
loss is affected.

 X The Committee observed that the presentation requirements in IAS 1, paragraphs 81-105 would apply, in 
particular:

- Paragraph 85 – to present additional line items (including by disaggregating specific line items 
required by paragraph 82), headings and subtotals in the statement of profit or loss and other 
comprehensive income, and

- Paragraph 99 – presenting an analysis of expenses by either nature or function, whichever provides 
information that is more reliable or relevant.

 X IAS 8 Accounting Policies, Changes in Accounting Policies and Errors, paragraph 13 requires an entity to apply 
its accounting policy (i.e. capitalise or expense) consistently to each group of biological assets and disclose 
such accounting policy under IAS 1, paragraphs 117-124.

 X The Committee has not obtained evidence to suggest that standard-setting on this matter would result 
in an improvement to financial reporting that would be sufficient to outweigh the costs. The Committee 
therefore decided not to add not add the matter to its standard-setting agenda.

Conclusion:

Entities need to choose an accounting police and apply it consistently to each group of biological assets, and disclose such policy.
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AASB EXTENDS DEADLINE FOR 
COMMENTS ON EXPOSURE 
DRAFTS TO REMOVE SPECIAL 
PURPOSE FINANCIAL STATEMENTS
The Australian Accounting Standards Board (Board) announced in its Action Alert from 
its September 2019 Board meeting that it would be extending the period for interested 
parties to submit comments on recent  exposure drafts (EDs) which propose removing 
special purpose financial statements (SPFS) for periods beginning on or after 1 July 2020.

The two EDs in question are:
 X ED 295 General Purpose Financial Statements – Simplified Disclosures for For-Profit 

and Not-for-profit Tier 2 Entities 
 X ED 297 Removal of Special Purpose Financial Statements for Certain For-Profit Private 

Sector Entities.

ED 297 REMOVAL OF SPECIAL PURPOSE FINANCIAL STATEMENTS FOR CERTAIN 
FOR-PROFIT PRIVATE SECTOR ENTITIES

ED 297 proposes to remove special purpose financial statements for for-profit private 
sector entities that are required by:

 X Legislation to prepare financial statements in accordance with Australian Accounting 
Standards or ‘accounting standards’, or

 X Their constitutions or other documents (e.g. lending agreements) to prepare financial 
statements in accordance with Australian Accounting Standards, provided that the 
relevant document was created or amended on or after 1 July 2020.

ED 295 GENERAL PURPOSE FINANCIAL STATEMENTS – SIMPLIFIED DISCLOSURES 
FOR FOR-PROFIT AND NOT-FOR-PROFIT TIER 2 ENTITIES 

ED 295 proposes a new Simplified Disclosure Regime (SDR) for Tier 2 entities preparing 
general purpose financial statements based on disclosures contained in the IASB’s IFRS 
for SMEs standard. SDR is intended to reduce the level of disclosures currently required by 
the Reduced Disclosure Requirements (RDR). 

DEADLINE EXTENDED

The original comment deadline of 15 November 2019 has been extended to 30 
November 2019 for both of the above EDs. We encourage all interested parties to 
respond within this time frame. The Board has indicated that submissions received after 
the revised closing date will not be considered because it is important to progress this 
project so that final standards are made available for entities to early adopt by 30 June 
2020, including transitional provisions where entities change from special purpose, to 
general purpose financial statements. 

MORE INFORMATION

Please refer to our previous Accounting News articles on ED 295 and ED 297 for more 
information. 

https://www.aasb.gov.au/admin/file/content102/c3/199-ActionAlert.pdf
https://www.bdo.com.au/en-au/accounting-news/accounting-news-august-2019/simplified-disclosures
https://www.bdo.com.au/en-au/accounting-news/accounting-news-september-2019/special-purpose-financial-statements
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BDO MONTHLY WEBINARS – 
PLEASE REGISTER FOR 2019 
WEBINARS NOW
Are you interested in an easy way to stay up to date with financial reporting and 
accounting standards which impact your business? 

We invite you to register for our 2019 BDO Financial Reporting and Accounting 
standards live webinar series (11am to 12pm Sydney AEDT or AEST).

Remaining 2019 webinars are as follows:

Date Topic

October 2019 Lessons learned from implementing IFRS 15

November 2019 Accounting standards update: Getting ready for 31 December 
2019

December 2019 Lessons learned from implementing IFRS 16

NEW BDO RESOURCES AND 
PUBLICATIONS
The IFRS Advisory section of our website contains a number of training resources and 
publications to help clients keep up to date on the latest developments in financial 
reporting. 

Training materials

The Accounting Standards Training page includes training materials on the ‘triple threat’ 
accounting standards, IFRS 9 Financial Instruments, IFRS 15 Revenue from Contracts with 
Customers and IFRS 16 Leases, including:

 X Interactive eLearning, and
 X Webinars (one-hour video recorded presentations presented live on a monthly basis).

Australian developments

Our Australian Developments page collates resources on a variety of topics specific to 
Australian financial reporting, including:

 X General purpose financial statements for significant global entities (SGEs)
 X ASIC issues
 X Corporate governance
 X Not-for-profit entities, and
 X Special purpose financial statements.

IFRS publications

Our IFRS Publications page includes a range of publications on IFRS issues:
 X Financial reporting standards updates (a summary of changes to accounting standards 
and other legislative changes impacting each June and December reporting season)

 X Accounting news (monthly newsletters)
 X Global IFRS resources, and
 X Industry IFRS information. 

https://www.bdo.com.au/en-au/insights/audit-assurance/webinars/2019-bdo-financial-reporting-and-accounting-standards-webinar-series
https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services
https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services/accounting-standards-training
https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services/australian-developments
https://www.bdo.com.au/en-au/services/audit-assurance/ifrs-advisory-services/ifrs-publications
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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 Aletta Boshoff at 
aletta.boshoff@bdo.com.au.

Document Proposals Comments 
due to 
AASB by

Comments 
due to 
IASB by

ED 294 
Deferred Tax 
related to 
Assets and 
Liabilities arising 
from a Single 
Transaction

Proposed 
amendments 
to AASB 112

Proposes a narrow-scope amendment to the 
initial recognition exemption in AASB 112 
Income Taxes so that it would not apply to 
equal and offsetting temporary differences 
(and equal and opposite deferred tax assets 
and liabilities) for items such as ROU assets 
and lease liabilities, and assets and liabilities 
arising from recognising decommissioning 
provisions. 

18 
October 
2019

14 
November 
2019

ED 295 General 
Purpose Financial 
Statements 
– Simplified 
Disclosures for 
For-Profit and 
Not-for-Profit 
Tier 2 Entities

Proposes a new Tier 2 disclosure framework 
for GPFS to replace RDR based on 
disclosures in IFRS for SMEs. The proposed 
framework will be referred to as Simplified 
Disclosures and will be included as a 
separate standard rather than by greying 
out unnecessary disclosures within the body 
of each Australian Accounting Standard.

30 
November 
2019

N/A

ED 296 
Disclosure of 
Accounting 
Policies 

Proposed 
amendments 
to AASB 101 
and AASB 
Practice 
Statement 2

The proposals have been drafted to assist 
preparers in applying the concept of 
‘materiality’ when making accounting policy 
disclosures. Under the proposals:

 X Only ‘material’ accounting policies 
are disclosed (rather than the current 
‘significant’ requirement)

 X Policies relating to immaterial transactions 
are not disclosed

 X Not all policies relating to material 
transactions are themselves material, and 
therefore may not need to be disclosed

 X Additional guidance is added to assist in 
determining if a policy needs to be disclosed. 

28 
October 
2019

29 
November 
2019

ED 297 
Removal 
of Special 
Purpose 
Financial 
Statements for 
Certain For-
Profit Private 
Sector Entities

Proposes to remove the ability of the 
following types of for-profit private sector 
entities from  being able to prepare special 
purpose financial statement from 2021:

 X Those where legislation requires  financial 
statements to be prepared in accordance 
with Australian Accounting Standards or 
‘accounting standards’, and

 X Those where constitutions or other 
documents (e.g. lending agreements) 
require financial statements to be 
prepared in accordance with Australian 
Accounting Standards, provided that 
document was created or amended on or 
after 1 July 2020.

30 
November 
2019

N/A

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 
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