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DOES THE IDEA OF HAVING A
TAX AUDIT WORRY YOU? IFRIC
ED RELEASED ON UNCERTAIN
TAX POSITIONS
Would you be concerned if your company were subject to a tax audit, and the tax
authority had full knowledge of all relevant information when auditing your company?
Have you quantified the impact of a full tax audit on your company, assuming the tax
authorities know all relevant information?
If you are concerned about the results of your company being subject to a tax audit, undertaken by
tax inspectors asking all of the correct questions, and holding all of the pertinent information, then
you should definitely be concerned about the new Draft IFRIC Interpretation DI/2015/1 Uncertainty
over Income Tax Treatments, which was published by the International Accounting Standards Board
(IASB) for comment on 21 October 2015.
The Interpretations Committee has determined that there is inconsistency as to how entities
measure their current and deferred tax assets and liabilities, and unused tax losses, where there
may be uncertainty as to how a tax authority would rule on a particular tax treatment if they:
a. Were aware of the matter, and
b. Had all the facts.
In some instances it would appear there is a practice of factoring in the probability of detection into
measurement of tax balances.
Examination by taxation authorities
Draft Interpretation DI/2015/1, paragraph 13
‘In assessing whether and how an uncertain tax treatment affects the determination of taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates, an entity
shall assume that a taxation authority with the right to examine amounts reported to it will
examine those amounts and have full knowledge of all relevant information when making those
examinations.’
The Draft Interpretation clearly states that the likelihood of detection should be excluded from the
measurement of the tax balance. It does recognise that in some jurisdictions a statute of limitation
exists in respect of tax authorities being able to reopen tax matters or conduct a tax audit. In these
cases, entities may have to release tax provisions once the legal right to a tax audit has passed.
What if it is probable that the tax authority will accept the uncertain tax treatment?
The Draft Interpretation proposes that if it is probable that the tax authority will accept an
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uncertain tax position, no action is required, and tax balances are to be calculated consistently with
the tax treatment used or planned to be used in the tax return.
What if it is not probable?
If it is not probable that the tax authority will accept the uncertain tax position, tax balance
calculations will need to reflect this uncertainty, using one of the following methods:
• Most likely amount (single most likely amount in a range of possible outcomes), or
• Expected value (sum of the probability-weighted amounts in a range of possible outcomes).
The method used should be the one that provides a better prediction of the resolution of the
uncertainty.
Responsibilities
The new clarified measurement rules will prove challenging for:
•
•
•
•

Preparers
Audit committee members
Boards, and
Auditors.

It is the responsibility of preparers and boards to ensure that their financial reports are compliant
with accounting standards. An auditor must gather sufficient and appropriate audit evidence to
support their opinion.
For many Australian entities, this draft interpretation, should it be adopted, will require
an extensive tax review, firstly identifying all uncertain tax positions, and then assessing
the correct tax treatment, based on notional rulings from the ATO.
For the ATO, this could well prove a fortuitous development, with entities having to disclose key
estimates and judgements as to the determination of uncertain tax positions. Sudden release of tax
provisions once the statute of limitation is past could also indicate a need for a tax audit.
Have your say
Comments on the Draft Interpretation close 21 December 2015 to the Australian Accounting
Standards Board, and 19 January 2016 to the IFRS Interpretations Committee. BDO will be making
a submission so please contact Wayne Basford if you have any comments.

‘DECLUTTERING’ YOUR
FINANCIAL STATEMENTS – THE
ASX TOP 100 EXPERIENCE
Many smaller listed and unlisted entities preparing full general purpose financial statements,
may be putting off starting the ‘decluttering’ process because the task seems too daunting. In our
October Accounting News we showcased an easy way for all entities to kick start the ‘decluttering’
process simply by critically analysing and culling all unnecessary accounting policies.
This month we will use the ASX Top 100 experience, from their 2015 annual reports, to identify
additional easy steps that all entities can follow to further ‘declutter’ their financial statements.
What do we mean by ‘decluttering’
In January 2015, the Australian Accounting Standards Board issued AASB 2015-2 Amendments to
Australian Accounting Standards – Disclosure Initiative: Amendments to AASB 101 which clarified that:
• Notes to the financial statements only need to be included if they are material (even if they
form part of a list of black-letter, mandatory disclosures)
• Notes can now be in any order and need not follow the order of the four primary financial
statements. For example, notes can now be grouped by operating activities, or by how items are
measured (e.g. all items at fair value)
• Balance sheet categories can be further disaggregated if this is relevant to a user’s understanding
of the entity’s financial position (e.g. an entity with significant balances of goodwill and brand
names can present each of these separately in the balance sheet to meet the requirement to
disclose intangibles)
• Only significant accounting policies need to be disclosed (a laundry list (summary) is no longer
required).
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ASX Top 100 decluttering statistics
Decluttering by ASX Top 100 companies
2014 annual reports

2015 annual reports

17%

51%

Our review of these ASX Top 100 financial reports reveals the following
interesting, and encouraging, statistics:
• 51% of companies have undergone a decluttering process, compared
to only 17% in 2014
• Approximately 60% of all companies had fewer pages in their 2015
annual reports compared to 2014, with about 2/3 of these companies
reducing the number of pages by more than 10% from 2014
• More than half the companies had fewer notes in their 2015 financial
statements than previous versions
• About a quarter of companies chose to disclose key estimates and
judgements within the body of the note for the item subject to
estimation or judgement (often in a box to highlight the importance).
Of the 51% of companies that have started the ‘decluttering’ process:
• About 80% moved most of their accounting policies into the relevant
note (e.g. under a ‘Recognition and measurement’ section), thus
eliminating superfluous accounting policies because there was no
related transaction or balance. Many of these companies included
overarching accounting policies either as one of the first notes, or
within one of the final notes
• Approximately 15% chose to move all their existing policies to the
back of the financial statements. The remaining companies retained
their accounting policies up front, placed soon after the primary
financial statements (e.g. as note 1 or 2)
• About 65% of companies reordered and re-grouped the notes in a
more meaningful way
• Approximately 80% of companies appeared to make an attempt to
remove immaterial disclosures.
The ‘Four R’s’ - More easy steps for smaller entities to start the
‘decluttering’ process
The table below summarises the ‘Four R’s’ to decluttering your financial
statements, i.e. remove, reorder, re-group and re-emphasise.
Steps to improve the financial statements

Remove

Reorder

Re-group

Re-emphasise

• Remove unnecessary accounting policies
• Tailor ‘boilerplate’ wording on accounting
policies to suit client circumstances
• Remove redundant disclosures
• Remove any disclosures duplicated in
multiple places
• Make use of cross references.

Remove
Step one – Accounting policies – remove and tailor
This is the simplest place to start. Last month we demonstrated how
redundant accounting policies can easily be identified and removed. This
includes deleting whole policies, as well as parts of policies where the
entity does not have related transactions and balances.
Many smaller listed entities, as well as unlisted entities, preparing
full general purpose financial statements, are tempted to ‘copy and
paste’ accounting policies from the most convenient model financial
statements, with little thought given to the appropriateness of the model
wording to the specific entity’s circumstances. All accounting policies
should therefore be tailored. This process is facilitated by following steps
one and two of the ‘reorder’ process (refer discussion below).
Step two – Remove redundant disclosures
Many companies are afraid to drop disclosures from financial statements
when they are no longer relevant. For example, valuation assumptions
for share-based payment calculations are often seen in the notes, even
after the options have vested. These can be removed two years after the
options were granted, as disclosure is only required in the year of grant,
and perhaps as comparatives in the following year.
Step three – Remove duplicate disclosure
Many listed entities include in their remuneration reports detailed
assumptions for key management option valuations when these
disclosures already appear in the notes. Australian Accounting Standards
and s300A remuneration report disclosures no longer include any
duplications. Therefore all duplicate disclosures should be removed.
Another example often occurs where land and buildings are revalued. We
often still see old AASB 116 fair value information disclosed in the PPE
note, and then being repeated in a separate fair value note with AASB 13
Fair Value Measurement disclosures.
Step four – Remove immaterial disclosures
Many entities include significant disclosures for transactions and
balances that are not quantitatively or qualitatively material to the
financial statements. These immaterial disclosures may be in the form
of accounting policies, other numerical information or narrative that is
superfluous to users. These immaterial disclosures should be removed as
they draw the users’ attention away from key information.
An example could be a company including significant disclosure for other
assets and prepayments when the balances are trivial.
Reorder
Step one – Accounting policies – move to relevant note
About half of the ASX Top 100 companies moved their accounting
policies into the relevant note. For example, the revenue recognition
policy was moved to the ‘revenue’ note.

• Move the accounting policies to the
relevant note
• Move key accounting estimates and
judgements to relevant note
• Move key information to the beginning of
the financial statements.

Moving all accounting policies to the relevant note, and merely keeping
the ‘Basis of Preparation’ and sundry policies in a separate ‘accounting
policies’ note will help with step one of the ‘remove’ section above (i.e.
remove unnecessary accounting policies and tailor).

• Group similar information within the same
note
• Group related notes together
• Consider introducing sections to the
financial statements.

You are also likely to find that your current policies are not adequately
tailored, and do not fully explain how particular transactions and
balances are recognised and measured. This is your chance to fix them.
We recommend the use of plain English when tailoring accounting
policies.

• Highlight key changes in the financial
statements
• Emphasise key information
• Consider use of non-technical language for
certain disclosures.

If you currently used an untailored laundry list of accounting policies
from a model set of accounts you are likely to find that many policies will
have nowhere to go. These should all be deleted.

Step two – Key accounting estimates and judgements - move to
relevant note
A quarter of the ASX Top 100 companies moved their key estimates and
judgements into the relevant note in the financial statements.
Many of these companies placed this disclosure in a highlighted
box within the relevant note.
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Step three – Move key information to the beginning
Of the 30% of the ASX Top 100 entities that reordered and re-grouped
notes, many moved performance information near the beginning of the
notes. This includes having segment reporting or performance notes first.
Some entities also included a ‘highlights’ or ‘key changes during the
year’ section after the primary financial statements to give the reader
a summarised view of major events that impacted the entity during the
year.

Sense of urgency - Next year’s financial statements must be
‘decluttered’
Preparers of financial statements should be aware that the ‘decluttering’
requirements apply to annual reporting periods beginning on or after 1
January 2016. This means that next year’s financial statements need a
revamp/rewrite if you have a 31 December reporting date, or the year
after (2017) if you have a June reporting date. With this in mind, it is time
to start planning NOW how you will meet these deadlines.

Re-group
Step one – Group similar information within same note and group
related notes together (including in sections)
Many entities we reviewed grouped similar items together into sections.
For example, the following is one possible way of grouping notes:

More information
For more information to assist in ‘decluttering’ your financial statements,
please refer to our previous Accounting News articles:

• Results (this section could include segment information, revenue,
expenses, income tax and EPS)
• Operating assets and liabilities (this section could include trade
receivables, trade payables, PPE, intangibles and provisions)
• Capital and financing (this section could include capital risk
management, dividends, equity, borrowings, derivatives and financial
risk management)
• Group structure (material subsidiaries, joint ventures and associates,
parent entity disclosures and deed of cross guarantee)
• Other (cash flow reconciliation, held for sale assets and discontinued
operations, related parties, KMP disclosures)
• Unrecognised items (commitments and contingencies and subsequent
events).
Alternatively, entities that do not wish to group notes in this way could
opt instead to include similar information in the same note, e.g. all fair
value disclosures, or all financial instruments in one note.
Re-emphasise
Many larger listed entities are re-emphasising key information by:
a. Highlighting changes from prior years at the front of the notes (just
after the primary financial statements)
b. Emphasising key information (e.g. by putting a coloured box around
‘key estimate and judgement’ disclosures within the relevant note),
and
c. Using non-technical language (some larger listed entities are including
a ‘keeping it simple’ box in each note, explaining how each transaction
and balance works).
While we do not expect a significant uptake on points a. and
b. above by smaller entities, it is always a good idea to keep
language used in financial statements simple, non-technical, and
in plain English.
Initial steps that smaller entities can take
If all the steps discussed above are daunting, the following key changes
can be made when drafting next year’s financial statements. These
key changes will significantly improve and ‘declutter’ your financial
statements.

Remove
unnecessary
accounting policies

Remove duplicated
and redundant
disclosures

Move the
accounting policies
to the relevant
note

Move accounting
estimates and
judgements to the
relevant note

Remove
disclosures that
are old/no longer
relevant

Tailor boilerplate
wording

• October 2015 – Decluttering your financial statements – easy starting
point – your accounting policies
• September 2015 - Are you financial statements overweight?
• March 2015 - To disclose or not to disclose - Materiality is the
question
• February 2015 – IASB paves the way for ‘decluttering’ financial
statements by finalising amendments to IAS 1.
Next month – How do we know what is material?
Watch out for a discussion on the IASB’s Exposure Draft on assessing
materiality for financial statement disclosures in December Accounting
News.
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AASB 15 – REVENUE
RECOGNITION TO CHANGE FOR
TELCOS
This month we take a closer look at the impacts of AASB 15 Revenue from Contracts with Customers
on the telecommunications industry (telcos). AASB 15 can significantly change the pattern of
revenue and profit recognition, as well as affect bank covenants, performance-based compensation
(including bonuses and share-based payments), internal budgeting processes, and market and
investor communications.
AASB 15 contains more specific guidance on revenue recognition than the current AASB 118
Revenue standard.
The following areas are likely to have a significant impact for telcos under AASB 15:
•
•
•
•

Selling products/services in a bundle
Contract renewal options at a discount
Set-up/installation fees
Sales commissions.

The effective date of AASB 15 is for annual reporting periods beginning on or after 1 January 2018.
Selling products/services in a bundle
AASB 15 contains more detailed guidance on separating out (unbundling) contracts into different
components if the components are ‘distinct’.
A component is ‘distinct’ if:
• The customer can benefit from goods/services on its own, or together with other resources of
the entity, and
• The entity’s promise to transfer the goods/services is separately identifiable from other promises
in contract.
Example 1
Telco Retail Shop sells mobile phones and network access under various different deals.
Deal A

Latest X-Phone handset can be purchased outright without a network access
plan for $700.

Deal B

24 months network access for $30 a month (total cost $720), without an
X-Phone.

Deal C

Latest X-Phone handset as well as 24 months network access for $50 per
month (total cost $1,200).

On 1 June 2018, Customer A signs a contract for Deal C. How should Telco Retail Shop
Limited recognise revenue for Deal C under AASB 15?
There are two performance obligations (i.e. components) in Deal C – handset and network access.
Telco Retail Shop allocates the transaction price of $1,200 to each performance obligation based on
the standalone selling prices as follows:
Standalone price

Allocated transaction price

Handset

$700

$592
($700/$1,420X$1,200)

Network access

$720

$608
($720/$1,420X$1,200)

Total

$1,420

$1,200

Components
(‘performance
obligations’)

Revenue recognition under AASB 15
30 June 2018

30 June 2019

30 June 2020

Total

Handset

$592

-

-

$592

Network access

$25.33
($608/24)

$304
($25.33X12)

$278.67
($25.33X11)

$608

Total

$617.33

$304

$278.67

$1,200

It is likely that many telcos will need to change their current accounting policies and approaches.
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Currently, some telcos treat the cost of the handset as a marketing expense, while others defer
the cost of the handset and amortise it over the minimum contract period. Other telcos recognise
revenue from the sale of the handset, but limit this to its cost.
AASB 15 will result in revenue being allocated to each component (or ‘performance obligation’).
This means that at the start of each contract, telcos will record revenue and profit that is
attributable to the supply of the handset. Compared to current practice, this will typically mean
recognising more revenue and profit on inception of contracts, and less revenue and profit over the
contract period.
Contract renewal options at a discount
Standard telecommunications packages may be sold for a specified period (e.g. 12 months), with
the customer being given the right to renew the contract on expiry (e.g. for a further 12 months)
at a discount from the standard selling price. In these cases, the consideration received for the first
12 months will typically be split between the initial 12 month contract, and the renewal right, with
revenue relating to that renewal right being deferred and recognised in a future period.
Example 2
On 1 July 2017, Cable Co enters into a contract to provide cable TV services for 12 months for $80
per month. The contract also offers the customer an option to extend the contract for a further 12
months for $60 per month. The standalone selling price for the cable TV services is not expected
to change at the end of 12 months. Cable Co estimates that 70% of customers would renew the
contract after 12 months.
How should Cable Co recognise revenue under AASB 15?
Cable Co is regarded as having two performance obligations:
• Provide cable TV services for 12 months, and
• Discounted contract renewal option.
Cable Co accounts for the extension option as a separate ‘performance obligation’ because the
extension option grants the customer a discount (which the customer would not ordinarily have
received) without entering into the contract.
The standalone selling price of the ‘discount’ renewal option is $168 [($80-$60)X12X70%].
Standalone price

Allocated transaction price

12 month cable TV service

$960

$817
($960/$1,128X$960)

Contract renewal option

$168

$143
($168/$1,128X$960)

Total

$1,128

$960

The table below illustrates the different patterns of revenue recognition under AASB 118 and AASB
15.
AASB 118

AASB 15

Revenue – 12 month cable TV service

$960
($80X12)

$817

Total Revenue

$960

$817

$720
($60X12)

$720

30 June 2018

30 June 2019
Revenue – 12 month cable TV service
Revenue – Renewal option
Total Revenue

$143
$720

$863

Set-up/installation fees
In some contracts, telcos charge customers a non-refundable upfront activation or installation fee.
The fee typically covers, for example, administrative costs of setting up a new customer account,
or sending a technician to the customer’s premises to activate the service. Under AASB 15, these
activities do not result in a transfer of goods or services to the customer and are not separate from
the provision of the subscribed services. Under AASB 15, these fees are recognised over the period
which the telco expects to provide the service (including any subsequent renewal periods).
Example 3
On 1 June 2018, Mr C signs up for cable television for 24 months. To activate the service, Cable Co
charges Mr C an upfront, non-refundable fee of $50 to recover the cost of sending a technician to
activate the service at Mr C’s house. It is expected that Mr C will renew the service for another 12
months.
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How should Cable Co account for the activation fee?
Under AASB 15, the activation fee of $50 is deferred and recognised over three years.
Under AASB 118, the activation fee is recognised as revenue on 1 June 2018.
AASB 118

AASB 15

$50

$1.38
($50/36)

-

$16.67
($1.38X12)

-

$16.67
($1.38X12)

-

$15.28
($1.38X11)

30 June 2018
Revenue – activation fee
30 June 2019
Revenue – activation fee
30 June 2020
Revenue – activation fee
30 June 2021
Revenue – activation fee

Sales commissions
Currently, there is diversity in practice under AASB 118 when accounting for contract acquisition
costs such as sales commissions. Some entities capitalise these costs as intangibles and amortise
them over the period of the contract, while other entities expense these costs upfront.
AASB 15 contains explicit guidance requiring incremental contracts costs to be capitalised, while
non-incremental contract costs are to be expensed. Incremental costs are those costs that would
not have been incurred if the contract had not been signed e.g. sales commissions.
Example 4
Telco sells mobile phones and provides mobile phone services. During the month, 100 customers
signed up for two year service contract. Telco incurs the following expenses for the month:
Salaries

$10,000

Sales commissions

$2,500

Advertising

$5,000

Cleaning

$1,000

Electricity

$800

Rent

$10,000

How should Telco account for the costs it has incurred during the month under AASB 15?
Telco should capitalise the sales commissions paid to its staff (and amortise it over two years)
because these costs would not have been incurred if contracts were not signed. Telco should
expense all the other costs (i.e. salaries, advertising, cleaning, electricity and rent) as those costs
would have been incurred, regardless of whether or not contracts are signed.
Practical implications
AASB 15 does not only impact the pattern of revenue and profit recognition as the above examples
have shown. AASB 15 will also require changes to systems and processes, which should not be
underestimated. In the case of bundling services/products discounts, systems and processes would
need to be in place to determine the standalone selling price of each contract component. For
contracts with renewal options that are at a discount, systems and processes need to determine
the appropriate amount of revenue to be deferred and subsequent recognition. For any activation/
installation fees and sales commissions, systems and processes need to be in place to defer the
amount of fees received or commission paid, and to track the amortisation of these fees over the
expected contract period.

NEW BDO
PUBLICATIONS
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:
• IFRS at a Glance – ‘one page’ and short
summaries of all IFRS standards
• IFRS News at a Glance – provides high-level
headlines of newly released documents by
the IASB and IFRS related announcements
by securities regulators
• Need to Knows – updates on major IASB
projects and highlights practical implications
of forthcoming changes to accounting
standards. Recent Need to Knows include
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)
• IFRS in Practice – practical information
about the application of key aspects of IFRS,
including industry specific guidance. Recent
IFRS in Practice include IFRS 9 Financial
Instruments (Oct 2015), IFRS 15 Revenue
from Contracts with Customers - Transition
(April 2015), IFRS 15 Revenue from Contracts
with Customers (Oct 2014), 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)
• 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 ED
Proposed amendments to IAS 19 and IFRIC
14, IASB 2015-6 Clarifications to IFRS 15,
IASB ED 2015-1 Classification of Liabilities,
Basel Committee on Banking Supervision
– Guidance on accounting for expected
credit losses, IASB ED 2014-06 Disclosure
Initiative, IASB ED 2014-04 Measuring
Quoted Investments in Subsidiaries, Joint
Ventures and Associates at Fair Value, and
IASB ED 2014-03 Recognition of Deferred Tax
Assets for Unrealised Losses.
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ASIC TO REMAKE SOME
FINANCIAL REPORTING
CLASS ORDERS
The Australian Securities and Investments Commission (ASIC) recently
issued a Consultation Paper, CP 240 Remaking ASIC class orders on
rounding, directors’ reports, disclosing entities and other matters and
Consultation Paper, CP 241 Remaking ASIC class orders on foreign licensees
and ADIs.
Why do class orders need to be remade?
Legislative instruments such as class orders are automatically repealed
(expire) after ten years unless ASIC takes action to preserve them. The
purpose of the ten year ‘sunset’ clause is to ensure class orders are
regularly updated and only remain effective while they are ‘fit for purpose,
necessary and relevant’.
In redrafting class orders, ASIC’s approach is to make class orders clear
and user friendly.
Which class orders will be remade?
The following class orders (CO) will be remade (references in brackets to
current class orders):
• Rounding (CO 98/100 Rounding in financial reports and directors’
reports) – sunset date 1 April 2016
• Uncontactable members (CO 98/101 Members of companies,
registered schemes and disclosing entities who are uncontactable) –
sunset date 1 October 2016
• Directors’ reports (CO 98/2395 Transfer of information from directors’
reports) – sunset date 1 October 2016
• Synchronisation of financial year with foreign parent (CO 98/96
Synchronisation of financial year with foreign parent company) - sunset
date 1 October 2017
• Disclosing entities – cease to be a disclosing entity after reporting date
but before lodgement deadlines and half-year reporting with short
first financial years (CO 98/2016 Entities which cease to be disclosing
entities before their deadline (sunset date 1 October 2017) and CO
08/15 Disclosing entities – half-year financial reporting relief (sunset
date 1 April 2018)
• Financial reporting – record keeping and licensing obligations for
foreign entities (CO 03/823 Relief from licensing, accounting and audit
requirements for foreign authorised deposit-taking institutions (sunset
date 1 April 2017) and CO 06/68 Conditional relief for foreign licensees
from financial reporting and record keeping obligations (sunset date 1
April 2016)).
There are no substantive changes to the above class orders, except for
some minor amendments to the rounding class order discussed below.
Rounding
The redrafted class order will be ‘cleaned up’. All references to superseded
Accounting Standards have been deleted.
However, there are three instances where entities with total assets of
more than $1 billion will be prevented from rounding to the nearest
thousand dollars ($’000), even though they are currently permitted to
round under CO 98/100:
• s300(1)(d) – details of options granted to directors and any of the five
most highly remunerated officers (directors’ report)
• s300(1)(e) – details of options outstanding at the date of the directors’
report (directors’ report)
• Paragraphs 44 and 46 of AASB 2 Share-based Payment – option
reconciliations and valuation inputs (notes).
The revised class order does not permit rounding at all for s300(1)(d) and
only permits rounding to the nearest one cent for all entities:
• s300(6)(c) - options outstanding at the date of the directors’ report –
exercise price
• s300(7)(d) and (e) – options exercised during the period – amounts
paid and unpaid for exercised options

• AASB 2, paragraphs 44 and 46 - option reconciliations and valuation
inputs.
Consistent with current requirements, no rounding is permitted in the
audited remuneration report.
Class orders that have already been remade
ASIC also announced on 16 October 2015 that the following financial
reporting class orders have been remade to avoid expiry on the sunset
date:
• Continuation of ‘grandfathering’ exemption from lodging financial
statements (ASIC Corporations (Exempt Proprietary Companies)
Instrument 2015/840 (replaces CO 05/638))
• Non-reporting entities permitted to apply transitional provisions
in accounting standards for recognition and measurement (ASIC
Corporations (Non-reporting Entities) Instrument 2015/841 (replaces
CO 05/639))
• Allow entities to disclose balance sheets showing financial effect of an
acquisition or disposal after reporting date in the notes to the financial
statements. Part 2M.3 otherwise prevents inclusion of this additional
balance sheet in the notes (ASIC Corporations (Post Balance Date
Reporting) Instrument 2015/842 (replaces CO 05/644)).
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FOR MORE INFORMATION

COMMENTS SOUGHT ON
EXPOSURE DRAFTS

ADELAIDE

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.
COMMENTS DUE COMMENTS DUE
TO AASB BY
TO IASB BY
12 February 2016
N/A

DOCUMENT

PROPOSALS

ED 270 Reporting
Service Performance
Information

Proposes to establish principles and
requirements for entities to report
service performance information that
is useful for accountability and decision
making.
Proposes to provide guidance to
25 January 2016
assist management when applying
the concept of materiality to general
purpose financial statements. Guidance
is proposed in following three main
areas:
• Characteristics of materiality
• How to apply the concept of
materiality when making decisions
about presenting and disclosing
information in the financial
statements, and
• How to assess whether omissions
and misstatements of information
are material to the financial
statements.

ED 271 IFRS Practice
Statement: Application
of Materiality to
Financial Statements

Draft Interpretation
DI/2015/1 Uncertainty
over Income Tax
Treatments

As materiality is a matter of judgement
that depends on the facts involved
and the circumstances of a specific
entity, the proposals aims to illustrate
the types of factors that management
should think about when considering
whether information is material. The
proposals do not aim to provide a
complete list of things to consider
when making judgements about
materiality when preparing the
financial statements.
Proposes similar requirements to those 21 December 2015
contained in Financial Accounting
Standards Board (FASB) Interpretation
FIN 48 dealing with uncertain tax
positions.
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Proposes to require entities to calculate
the current tax liability in their financial
statements as if the tax authorities
were going to perform a tax audit, and
the tax office knew all the facts about
the entity’s tax position.

Draft Interpretation
DI/2015/2 Foreign
Currency Transactions
and Advance
Consideration

Likely to have a significant impact on
the quantum of income tax liabilities
for entities subject to judgemental tax
areas such as transfer pricing.
Proposes to clarify what spot rate to
use to translate an asset, expense or
income when consideration is received
or paid in advance of recognising the
related asset, expense or income.

21 December 2015

19 January 2016
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