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NEWS
ATTENTION DIRECTORS – ASX
CORPORATE GOVERNANCE
CHANGES – PART 7 – THE ROLE
OF THE AUDIT COMMITTEE
AND THE INTERNAL AUDIT
FUNCTION
As discussed in previous newsletters, the Third Edition of the ASX Corporate Governance Principles
and Recommendations (Third Edition) has clearly placed the responsibility for managing and
monitoring risk on the board, rather than a task they can simply delegate to management.
Principle 7: Recognise and manage risk
‘A listed entity should establish a sound risk management framework and periodically review the
effectiveness of that framework.’
It is no longer acceptable for the board to simply require management to design and implement
a risk management and internal control system, and then to rely on management to manage the
company’s material business risks, with the onus being on management to report to the board on
whether those risks are being managed effectively.
It is now the board’s responsibility to implement an appropriate risk management
framework and for this risk management framework to be monitored.
The questions should then be raised:
• How does the entity manage and monitor risk?
• How does the entity manage and monitor the effectiveness of internal control?
• Who in the organisation is responsible for this role?
Looking at the above questions, it would appear reasonable to assume that responsibility for
monitoring and reporting on risk management, as well as reporting on internal control, would rest
with the entity’s internal audit function.
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In this edition we continue our series on the
practical implications of the revised ASX
Corporate Governance Principles, specifically
the role of the audit committee and the
internal audit function.
We examine the disclosure initiative to
‘declutter’ financial statements by omitting
immaterial disclosures, and how you can get
started in practice. We also examine ASIC’s
continued focus on goodwill, their new
directors’ financial literacy quiz, and their
extension of Class Order 14/632 for disclosure
of KMP shareholdings.
Also in this month’s edition is a summary
to recent changes in the Corporations Act
2001, an update on the status of the ACNC,
and a call to financial institutions and
leasing companies to bring us your AASB 9
impairment implementation issues for the
IASB’s AASB 9 impairment resource group.

2

ACCOUNTING NEWS

The guidelines in respect of having an internal audit function, and the responsibility for monitoring
the effectiveness of risk management and internal control procedures, have been revised as follows:
SECOND EDITION

THIRD EDITION

No corresponding recommendation

Recommendation 7.3
A listed entity should disclose:
a) If it has an internal audit function, how the
function is structured and what role it performs,
or
b) If it does not have an internal audit function, that
fact, and the processes it employs for evaluating
and continually improving the effectiveness of its
risk management and internal control processes.

For those entities that do have an internal audit function, whether that function is in-house, cosourced or outsourced, boards must satisfy themselves that the internal audit function does:
• Evaluate the entity’s risk management and internal control processes
• Have a key function to continually improve the effectiveness of its risk management and
internal control processes
• Have sufficient skills and resources to fulfil this role
• Address all material risk areas and areas of operation
• Regularly monitor all key risks and controls.
What do you do if you do not have an internal audit function?
A fundamental requirement of corporate governance is that the board establishes an appropriate
risk management framework, identifying risks that will prevent the entity achieving its objectives,
and putting appropriate controls in place to mitigate these risks. These controls must be monitored
and their effectiveness must be reported to the board.
As discussed previously, the ‘if not, why not’ concept does not fit well with a number of the
revised principles. It may be relatively easy to state ‘the entity has established an appropriate risk
management framework’ (based on its size, complexity and limited resources), but boards need to
carefully consider and understand whether they are positively able to confirm that:
• They monitor controls, and
• The effectiveness of these controls is reported to them.
The ‘if not, why not’ explanations for not doing this may make for interesting reading.
It will be difficult to say ‘We do not monitor the effectiveness of controls’, however directors
should be counselled against making positive statements without proper support. Obviously failure
to appropriately manage risk will expose the board to future litigation.
For larger entities, it may well be possible to monitor internal controls without the use of a
dedicated internal audit function. This may be through using external parties to undertake specific
control reviews, delegating certain review tasks to individuals within the finance department, or
using other functions within compliance, IT or other operational functions. It should, however, be
recognised that allocating the responsibility to the finance team has inherent issues in terms of
the independence of this monitoring, and the skill of those individuals to review risks that are not
directly of a financial nature.
For entities with very small administration and finance teams, particularly those with ‘virtual’ or
largely outsourced finance functions, it is likely that the only real alternative is outsourcing the role,
including potentially extending the scope of certain external audit procedures.
For many ‘simple’ or small listed entities, there may well be inherent control risks, including lack of
segregation of duties, over reliance on certain individuals and lack of resources to establish formal
controls. Therefore there is still a need to monitor those controls that do exist to safeguard financial
reporting to ensure smaller entities are operating effectively.
Key risks facing smaller entities include:
•
•
•
•
•
•
•
•
•
•
•

Procurement risk/probity
Risk that money approved for spend on a specific project is actually spent as intended
Risk of compliance with tax rules
Risk of compliance with laws and regulations
Proper identification of related parties
Proper compliance with the ASX Listing Rules
Safeguarding assets
Proper application of budgetary control and processes
Proper due diligence on major acquisitions
Proper approval of expense claims by senior executives
Robustness of systems to calculate awards, overtime, etc.

Now would therefore be a good time for all
board’s to consider their key risks (risk register)
and to put their minds to the controls in place
to mitigate these risks, and in particular, how
they monitor whether these controls are in
place and are operating as intended.
It should be recognised even the ’simplest’
entities are exposed to numerous risks, and
that a process for monitoring these risks must
be established.
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TO DISCLOSE OR NOT TO
DISCLOSE? MATERIALITY IS THE
QUESTION
In last month’s newsletter, we looked at the first step by the International Accounting Standards
Board (IASB) and the Australian Accounting Standards Board (AASB) to ‘declutter’ financial
statements by amending AASB 101 Presentation of Financial Statements.
This month we will look at a useful checklist for decluttering your 30 June 2015 financial
statements.
The main theme of this ‘decluttering’ initiative is to apply materiality to all disclosures.
The amendments clarify various aspects of AASB 101, including:
• Line items in the statement of financial position and statement of profit or loss and other
comprehensive income can be disaggregated if relevant to an understanding of the entity’s
financial position and performance
• Additional subtotals are allowed in profit or loss if they are made up of items recognised in
accordance with IFRSs (e.g. EBITDA allowed but ‘profit before abnormal items’ are not). These
subtotals must not be more prominent than IFRSs subtotals, and
• Notes can be shown in order of relevance to users (including grouping items together such as
all financial instruments), rather than in the order that they appear on the primary financial
statements.
However, the main theme of this ‘decluttering’ initiative is that materiality should be applied to all
disclosures in the financial statements.

‘Entities are not required to disclose immaterial
information in their financial statements. Just because
a standard contains a list of disclosures does not
mean that an entity must always make each of those
disclosures in its financial statements. Judgement is
required to determine whether the relevant line item is
material and also whether the specified 			
disclosure is material.’
SOURCE: AASB MEDIA RELEASE (2 FEBRUARY 2015), QUOTE BY KRIS PEACH, CHAIR OF THE AASB
Effective date for ‘decluttering’ amendments
The amendments are effective for annual periods beginning on or after 1 January 2016 with early
application permitted. As the changes relate to presentation only, the disclosures usually required
when applying a new Accounting Standard or voluntarily changing accounting policies do not apply
(AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors). However, directors will
still be required to pass a resolution as required by s334(5) of the Corporations Act 2001, regarding
early adoption of this amendment to AASB 101.
Specific disclosures only required if material
AASB 101, paragraph 31 has only ever required disclosures to be included if they are material.
AASB 101, paragraph 31
‘An entity need not provide a specific disclosure required by an Australian Accounting Standard if
the information is not material.’
Usually preparers and auditors try and stick to the requirements of Accounting Standards as closely
as possible. We therefore find ourselves in the curious situation whereby the Accounting Standards
say one thing (don’t disclose if not material), but preparers and auditors have done the opposite
(disclosure, disclosure and more disclosure). This largely arises from the potential costs involved in
debating what is actually material.
Why disclosure overload?
Several reports have been issued by various bodies over the years (G100’s Less is More, Australian
Financial Reporting Council’s Managing Complexity in Financial Reporting, UK’s Financial Reporting
Council’s Louder than Words and Cutting Clutter), raising concerns that the disclosure overload in
practice is distracting users from information that is relevant for decision-making.
AASB Staff Paper To Disclose or Not to Disclose: Materiality is the Question (February 2014) quotes

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 Financial
Instruments - Impairment of Financial Assets
(Dec 2014), IFRS 15 Revenue from Contracts
with Customers (Aug 2014), IFRS 9 Financial
Instruments – Classification and Measurement
(May 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 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 IASB ED 2014-04
Measuring Quoted Investments in Subsidiaries,
Joint Ventures and Associates at Fair Value,
IASB ED 2014-03 Recognition of Deferred Tax
Assets for Unrealised Losses and Request for
information – Post-implementation Review:
IFRS 3 Business Combinations.
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some of the reasons cited in these papers for the ‘kitchen sink’ disclosures (a term used in the UK’s
Louder than Words paper), which include:
• Aversion to risk by directors, preparers and auditors in response to a more litigious environment
and fear that regulator will challenge omission
• Time pressures - Easier to leave in all disclosures from last year rather than removing if no longer
material
• Takes longer to decide what is material than to prepare the disclosure
• Avoids lengthy debates with auditors
• Lack of confidence to judge whether disclosures are material or not
• Follow the leader – ‘XYZ Limited includes it so we had better include it too’.
Are reasons for overload justified?
‘No’ says the AASB Staff Paper To Disclose or Not to Disclose: Materiality is the Question. Written
in February 2014, and pre-dating the exposure drafts to effect the changes to AASB 101, the Staff
Paper negates the above reasons/excuses as follows:
REASONS/EXCUSES

STAFF PAPER COMMENTS

Aversion to risk by directors, preparers and auditors
and fear of regulator challenge

ASIC is stating in Media Releases on feedback from
its financial reporting surveillance that ‘ASIC does
not pursue immaterial disclosure that may add
unnecessary clutter to financial reports.’

Time pressures - Easier to leave in all disclosures
from last year rather than removing if no longer
material
Takes longer to decide what is material than to
prepare the disclosure

Financial statements do not meet the objective of
general purpose financial reporting because they
are too cluttered to provide information to users to
make decisions about resource allocation.

Avoids lengthy debates with auditors

Debates with auditors are inevitable on a range of
issues. If an item is immaterial, debate should not be
lengthy.

Lack of confidence to judge whether disclosures are
material or not

Judgement is required in a variety of areas in financial
reporting, so lack of confidence to determine
material disclosures is not a justification for not
making a decision.

Follow the leader – ‘XYZ Limited includes it so we
had better include it too’.

‘Two wrongs don’t make a right.’
What is relevant for one entity may not be relevant
for another.

Start decluttering now – Checklist for decluttering
The AASB Staff Paper includes a checklist of things not to do when compiling your next set of
financial statements. We recommend that you start this process for your 30 June 2015 financial
statements.
Do not include every disclosure from a model set of financial statements.
Do not blindly copy what other similar entities have disclosed.
Do not simply repeat disclosures from last year’s financial statements without evaluating
whether they are still material and relevant.
Examples:
• Share-based payments – Carrying forward valuation assumptions even if instruments
have vested
• Remuneration report – Including details of performance conditions for bonus
arrangements that have vested.
Do not include accounting policies for transactions and balances you don’t have.
Examples:
•
•
•
•

Hedging policy if you don’t hedge
Share-based payments if you don’t make any
Complex financial instruments if you don’t have any
Foreign currency translation.

Do not fear ASIC as they have stated that they do not pursue immaterial disclosures.

To quote Mark Twain – No more long letters

‘I didn’t have time to write
a short letter, so I wrote a
long one instead.’
MARK TWAIN
The AASB Staff Paper also refers to Mark Twain’s
famous quote: ‘I didn’t have time to write a
short letter, so I wrote a long one instead.’
While this excuse may have been justified
in days gone by, the focus now on reducing
disclosure overload means that going forward,
you will need to take the time to write short
financial statements rather than long ones.
We recommend that you discuss and agree
with your auditor at the earliest point what is
viewed as a material disclosure as it applies to
your financial report.
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DIRECTORS –
HOW GOOD
IS YOUR
ACCOUNTING
KNOWLEDGE?

Privacy concerns
Directors may be concerned that completing the quiz may be followed by investigations by ASIC.
This is not the case.
Completion of the quiz is completely confidential, and no names or email addresses are recorded
for any reasons. Responses are collated by a third-party survey provider. IP addresses are hidden
and are not available to ASIC.
Completion of the demographic data in the questionnaire is optional, and will only be used to help
ASIC refine the questionnaire in the future.

With the Third Edition of the ASX Corporate
Governance Principles and Recommendations
now effective (commences financial years
beginning on or after 1 July 2014), we take
a timely look at whether, as a director, your
accounting knowledge is up to speed?
Recommendation 2.6
‘A listed entity should have a program
for inducting new directors and provide
appropriate professional development
opportunities for directors to develop and
maintain the skills and knowledge needed to
perform their role as directors effectively.’
Commentary to Recommendation 2.6
‘Where necessary, the entity should provide
resources to help develop and maintain
its directors’ skills and knowledge. This
includes, in the case of a director who
does not have specialist accounting skills
or knowledge, ensuring that he or she has
a sufficient understanding of accounting
matters to fulfil his or her responsibilities in
relation to the entity’s financial statements.
It also includes, for all directors, ensuring
that they receive ongoing briefings on
developments in accounting standards.’
ASIC quiz
To help you assess the standard of your
financial reporting knowledge, the Australian
Securities and Investments Commission (ASIC)
has designed an online quiz, comprising 10
multiple choice questions, focusing on technical
aspects of accounting, rather than general
financial reporting knowledge.
Why a quiz?
A director literacy survey conducted by the
Financial Reporting Council in 2012 showed
that, on average, directors considered their
technical accounting knowledge to be ‘fair’.
Also, recent court decisions (Centro case) laid
out expectations for director financial literacy.
Who developed the quiz?
The quiz was developed with input from the
Australian Institute of Company Directors, CPA
Australia and the New Zealand Institute of
Public Accountants.
Aims of the quiz
The quiz aims to provide directors with a selfawareness of their general competence relating
to financial reporting requirements, and also
includes links to additional resources and/or
training to maintain or improve competence.

WHEN GOODWILL IS NOT
GOODWILL – PRIMARY
HEALTH CARE RESTATE THEIR
FINANCIAL STATEMENTS
The Australian Securities and Investments Commission (ASIC) recently issued Media Release 15028 which welcomed the decision by ASX-listed Primary Health Care Limited (Primary) to reduce
goodwill previously recorded for payments it makes to general practitioners when joining its
network of medical clinics under contract, generally for five years.
This restatement occurred in Primary’s 31 December 2014 half-year financial statements
and follows enquiries by ASIC into the appropriate accounting treatment for these business
combinations of doctor’s practices. The following adjustments were made:
•
•
•
•

Goodwill reduced by $426 million
Other intangible assets increased by $140 million
Retained earnings reduced by $290 million
Deferred tax assets reduced by $4 million.

The net reduction in equity of this restatement of $290 million is a drop in the ocean, with net
equity remaining of $2.4 billion and goodwill still sitting at $2.9 billion.
However, the earnings impact is far more significant, with the comparative 31 December 2013 halfyear period showing profit reducing 33 per cent from $75 million to $50 million.
In ASIC’s view, the revised accounting treatment more appropriately reflects the substance of the
transactions.
Should goodwill have been recognised in the first place?
ASIC’s enquiries, and Primary’s subsequent restatement, shows the start of a trend where ASIC
appears not only to be paying attention to goodwill impairment as part of their financial reporting
surveillance program, but is also now questioning where that goodwill came from.
Entities that have undertaken business combinations should ensure that a proper purchase
price allocation is conducted to identify any identifiable intangible assets so that appropriate
amortisation is recorded over the lives of customer contracts, customer relationships, etc.
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ACNC NOT
BEING
ABOLISHED –
FOR NOW

CLASS ORDER
FOR KMP
REMUNERATION
EXTENDED

When Parliament recessed in December 2014,
the second repeal Bill required to abolish
the Australian Charities and Not-for-Profits
Commission (ACNC) had not been passed.
Legislation to dismantle the ACNC and transfer
its functions to the Australian Securities and
Investments Commission (ASIC) and the
Australian Tax Office (ATO) was debated on the
second last sitting day of Parliament in 2014,
but did not go to a vote.

On 23 December 2014, the Australian Securities
and Investments Commission (ASIC) extended
the relief provided by Class Order 14/632
Key management personnel equity instrument
disclosures for another six months, to financial
years ending on or before 31 March 2015. The
original Class Order only applied to financial
years ending on or before 30 September 2014.

In February 2015, various articles appeared in
the press that indicate that the second repeal
Bill has been given a lower priority and put on
the backburner by Scott Morrison, Minister for
Social Services. He has indicated that he will be
focussing on his new families package instead.
Who do we report to for 31 December 2014?
As the ACNC has not been abolished, the
ACNC reporting requirements are still in place
for 31 December 2014 (i.e. report by 30 June
2015 to ACNC). Requirements for the Annual
Information Statement also still apply.
Refer to the following Accounting News articles
for more information about the accounting
requirements for ACNC registered entities:
Financial Reporting Requirements for Charities
and Not-for-profit Entities from 30 June 2014
ACNC Update – Reporting Requirements for
Charities for 30 June 2014
Who do we report to for 30 June 2015?
Reporting will continue to the ACNC until the
second repeal Bill passes to abolish the ACNC.
Given current Government priorities noted
above, it is likely that 30 June 2015 reporting
will also be to the ACNC.
We will endeavour to update you if this
situation changes.
Watch this space in future newsletters for
status updates.

Why the need for CO 14/632?
Disclosures for each KMP, such as
reconciliations of share and option holdings,
details of loans advanced, and other
transactions and balances, previously required
by AASB 124 Related Party Disclosures, and
moved into Corporations Regulation 2M.3.03(1)
for 30 June 2014 year ends, included various
anomalies that would have resulted in entities
having to disclose the following for each KMP:
• Item 18 – Details of all equity instruments
held by the KMP and close family (rather
than just equity instruments in the disclosing
entity and any of its subsidiaries)
• Item 19 – Details of other equity instrument
transactions between KMP and close family
and the ‘issuing entity’ (rather than the
disclosing entity and any of its subsidiaries).
CO 14/632 gave temporary relief from these
anomalies so that only details of shares held
in the disclosing entity and its subsidiaries
need to be disclosed, and details of other
equity instrument transactions only need to
be included for disclosing entity and any of its
subsidiaries.
Why the need to extend CO 14/632 for six
months?
Treasury issued proposed amendments to the
Corporations Regulations 2001 late 2014 to
fix these anomalies. Comments closed in
December 2014 but an updated Regulation has
not been issued.
This means that disclosing entities with
31 December 2014 year ends would have
to comply with the literal requirements of
Regulation 2M.3.03(1), rather than the meaning
as clarified in CO 14/632.
ASIC therefore extended the interim relief to
financial years ending on or before 31 March
2015.
We expect an updated Regulation 2M.3.03(1)
by 30 June 2015.

CORPORATIONS
ACT CHANGES
BUT NO
CHANGE TO
DIVIDEND
RULES
The Corporations Legislation Amendment
(Deregulatory and Other Measures) Bill 2015
(Bill) passed through both Houses of Parliament
on 2 March 2015.
No changes to dividend rules and
remuneration governance framework
While many of the changes originally proposed
in the Exposure Draft to the Bill have now
been approved, the much anticipated changes
needed to fix various anomalies regarding to the
dividend provisions in s254T (amended in June
2010) were not included in the final Bill. We
understand that more work will be undertaken
on taxation requirements before changes can
be made to the dividend rules included in the
Corporations Act 2001.
The proposed additional disclosure about the
company’s KMP remuneration governance
framework has not been passed.
Changes that did get passed are summarised
below.
Remuneration reports
• These are now only required for listed
companies. Unlisted companies that are
disclosing entities no longer require a
remuneration report (s300A(2))
• Details are only required of the number of
key management personnel (KMP) options
that lapsed during the period, and the
financial year that they were granted. The
value of options lapsed is no longer required
(s300A(1)(e)(iv))
• Details of the percentage of the value of
the KMP’s remuneration for the financial
year that consisted of options is no longer
required.
These changes apply to remuneration
reports for financial years ending on or
after the date that these changes receive
Royal Assent.
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Changes to financial years
S323D(2A) allows financial years to be changed
no more than once in a five year period. The
amendments add a note to s323D(2A) to clarify
that the following cases are disregarded when
determining whether the financial year has
changed in the previous five years:
• Financial years that are more or less than 12
months by seven days by virtue of s323D(2),
and
• Financial years that have been changed
to facilitate synchronisation by virtue of
s323D(4).
General meetings requested by members
General meetings can only be called by
members with at least five per cent of the
votes that may be cast at the general meeting
(s249D(1)), rather than by 100 members. This
will reduce costs because in large companies,
100 members may hold a very small percentage
of voting shares.
100 member meeting requests made before
these changes receive Royal Assent will still
need to be honoured.
Companies limited by guarantee – auditor
appointment
S327A(1A) has been added as a housekeeping
change to clarify that small and mediumsized companies limited by guarantee are not
required to appoint an auditor within one
month of the entity being registered.
S327B(1A) has similarly been amended to clarify
that these entities no longer need to appoint an
auditor at the first AGM and to fill vacancies.
When are these changes effective?
The amending Act is effective on the date
that it receives Royal Assent. This means that
changes will apply from this date on, except for
transitional provisions relating to 100 member
meeting requests and remuneration reports
mentioned above.

FINANCIAL INSTITUTIONS AND
LEASING COMPANIES – CALLING
FOR AASB 9 IMPAIRMENT
IMPLEMENTATION ISSUES
To provide stakeholders a forum to discuss implementation issues arising from the new impairment
requirements of IFRS 9 Financial Instruments (2014) (AASB 9 in Australia), the International
Accounting Standards Board (IASB) has established a Transition Resource Group for Impairment of
Financial Instruments (ITG).
The new impairment model introduced in IFRS 9 will have a significant impact on financial
institutions and leasing companies. The new requirements are likely to result in greater provisions
and earlier recognition of credit losses. Implementation will require changes to systems and
processes, greater segmentation of portfolios, and most likely, the requirement to integrate credit
risk management systems with the accounting systems.
The first face to face meeting of the ITG will be held on 22 April 2015 in London.
Wayne Basford, BDO’s IFRS Leader Asia Pacific, has been appointed as a member of this group. If
you would like to raise any implementation issues, please contact Wayne or Judith Leung, Manager,
National Professional Standards. Judith was formerly a staff member at the IASB and was involved
in the initial phase of the project at the IASB.
For more information about the new impairment model, please refer to our August 2014
Accounting News article.
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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.
DOCUMENT

PROPOSALS

ED 257
Classification and
Measurement
of Share-based
Payment
Transactions

Proposes to clarify various aspects
of the accounting for a share-based
payment transaction under AASB 2
Share-based Payment.

(Proposed
amendments to
AASB 2)
ED 258 Disclosure Proposes additional disclosure in
Initiative
relation to movements in debt
and restrictions on cash and cash
(Proposed
amendments to equivalent balances.
AASB 107)
ED 259
Classification of
Liabilities
(Proposed
amendments to
AASB 101)
Proposed Agenda
Decision - AASB
116 – Recognition
of Residual Value
for Infrastructure
Assets

Proposes to clarify that classification
of liabilities as either current or noncurrent is based on rights that exist at
the end of the reporting period.

This proposed agenda decision relates
to not-for-profit entities including the
cost savings from the re-use of in-situ
materials in the residual value of
infrastructure assets.
The definition of ‘residual value’ refers
to the estimated amount that the
entity could currently obtain from
disposing of the asset at the end of its
useful life.
The AASB is proposing that significant
values attaching to in-situ materials
expected to be recycled means that
the materials have not reached the end
of their useful lives.
Instead the AASB refer to the
requirements to separately depreciate
significant components of assets that
need to be replaced at regular intervals
(AASB 116.12-14).
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BY
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COMMENTS
DUE TO IASB
BY
25 March 2015
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