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NEWS
COUNT DOWN TO ADOPTING
AASB 9, 15 & 16 – TIME IS
RUNNING OUT
For entities with 30 June year ends, the transition date for adopting AASB 9 Financial Instruments
and AASB 15 Revenue from Contracts with Customers is fast approaching. For those entities with
December or March year ends, the transition date has already passed.
AASB 9 & 15 key dates for ASX listed entities (as at 30 April 2017)
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Transition date – full transition

1 Jan 2017
-4 Months

1 Apr 2017
-1 Month

1 Jul 2017
2 Months

P10 Comments sought on exposure drafts

Transition date – partial transition

1 Jan 2018
8 Months

1 Apr 2018
11 Months

1 Jul 2018
14 Months

First reporting date: Half-year
reporting

30 Jun 2018
14 Months

30 Sept 2018
17 Months

31 Dec 2018
20 Months

Deadline for submitting Half-year
report

31 Aug 2018
16 Months

30 Nov 2018
19 Months

28 Feb 2019
22 Months

First full financial year

31 Dec 2018
20 Months

31 Mar 2019
23 Months

30 Jun 2019
26 Months

Deadline for submitting
preliminary full year report

28 Feb 2019
22 Months

31 May 2019
25 Months

31 Aug 2019
28 Months

Deadline for submitting full year
financial report

31 Mar 2019
23 Months

30 Jun 2019
26 Months

30 Sept 2019
29 Months

≤12 Months

≤24 Months

≥24 Months

We caution anyone contemplating delaying AASB 15 transition to the last moment by utilising
the partial retrospective method. This route comes with one major draw-back. In order to give
users comparative information, in the year of adoption, those entities electing to apply the partial
retrospective method will have to maintain two sets of books:
• One applying AASB 15, and
• One continuing to apply AASB 118 Revenue and AASB 111 Construction Contracts.
By 31 August 2018, all listed Australian entities with December year ends should have lodged their
half-year financial reports, which include applying AASB 9 and AASB 15. This is only 16 		
months away.

In this edition we remind you that time
is running out to consider how the new
revenue, financial instruments and leases
standards will impact your financial
statements from 2018/2019.
We also continue our series on ‘Blind Freddy’
common errors, i.e. errors that are so obvious
that even ‘Blind Freddy’ would spot them.
Our twelfth article in the 2016-2017 series
focuses on common errors when presenting
financial statements.
Lastly, we highlight some of the changes
proposed to segment reporting.
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AASB 9 Financial Instruments
AASB 9 significantly changes the financial reporting landscape for how
entities account for financial instruments.
Entities will need to determine which of the four AASB 9 categories their
financial assets belong to. In a number of instances the use of amortised
cost will be restricted, resulting in both difficulty in measuring an asset’s
fair value, and increased earnings volatility.
Financial assets will also be subject to a new ‘expected loss’ impairment
model, which means entities could be recognising impairment losses
earlier than under AASB 139. This will likely result in additional losses
being recognised on transition, with a positive impact on post adoption
reported earnings.
New hedging rules also make it easier for many entities to qualify for
hedge accounting, reducing volatility in profit or loss movements from
period to period. The relaxed rules could well see entities revisiting their
treasury policies.
The challenges of implementing this standard should not be
underestimated. One area of complexity is collating historical and
forward-looking data for determining expected losses, particularly in
respect of intercompany loans and loans to associates. Another area
is documenting hedge relationships. Even though the effectiveness
testing requirements are less onerous, entities wishing to apply hedge
accounting will need to set up processes and systems to meet the
documentation requirements for hedge accounting. The new hedging
rules also mean entities may start to issue more exotic hedging products
such as swaptions, zero cost collars, etc. This in turn will lead to increased
complexity.
AASB 15 Revenue from Contracts with Customers
The challenge of adopting AASB 15 cannot be underestimated. The
standard will change the pattern of revenue recognition for most entities.
In a significant number of cases, adoption of AASB 15 will result in the
recognition of revenue in a pattern that does not correspond to the
amount invoiced to the customer.
Changes to processes and systems may be required so that the
accounting system can recognise revenue in accordance with AASB 15
rather than when invoiced to the customer.
The introduction and ongoing compliance with AASB 15 requires
coordination between an entity’s sales team, the accounting team and
those responsible for business systems and processes, requiring detailed
analysis of sales contracts and any modifications to those contracts.
AASB 16 Leases
The mandatory adoption of AASB 16 is one year later than AASB 9
and 15. However, entities should consider whether to early adopt the
standard and have one ‘big bang’ in 2018 to provide a stable reporting
platform going forward.
The accounting headlines of applying AASB 16 are:
• There is no such thing as rental expense
• All leases come on balance sheet
• An entity’s net current assets will decrease, and
• An entity’s EBITDA will improve.
Again, the implementation challenges should not be underestimated.
One area of complexity is determining which contracts contain leases, as
the requirements are pervasive and require a review of service contracts
to see if they contain assets that are in scope of AASB 16.
For contracts that contain leases, companies are required to set up a
right-of-use asset register and calculate the lease liability for each leased
asset. Systems and processes are required to calculate asset amortisation
and the finance costs arising from leased assets.
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AASB 16 key dates for ASX listed entities (as at 30 April 2017)
Transitional Impacts

Dec Year
Ends

March Year
Ends

June Year
Ends

Transition date – full transition

1 Jan 2018
8 Months

1 Apr 2018
11 Months

1 Jul 2018
14 Months

Transition date – partial transition

1 Jan 2019
20 Months

1 Apr 2019
23 Months

1 Jul 2019
26 Months

First reporting date: Half-year reporting

30 Jun 2019
26 Months

30 Sept 2019
29 Months

31 Dec 2019
32 Months

Deadline for submitting Half-year report

31 Aug 2019
28 Months

30 Nov 2019
31 Months

28 Feb 2020
34 Months

First full financial year

31 Dec 2019
32 Months

31 Mar 2020
35 Months

30 Jun 2020
38 Months

Deadline for submitting preliminary full
year report

28 Feb 2020
34 Months

31 May 2020
37 Months

31 Aug 2020
40 Months

Deadline for submitting full year
financial report

31 Mar 2020
35 Months

30 Jun 2020
38 Months

30 Sept 2020
41 Months

≤12 Months

≤24 Months

≥24 Months

More information
For more information, please contact your engagement partner or BDO IFRS Advisory Services.

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
• Need to Knows – updates on major
IASB projects and highlights practical
implications of forthcoming changes
to accounting standards. Recent Need
to Knows include IFRS 15 Revenue from
Contracts with Customers - IFRS v US
GAAP Differences (Dec 2016), IFRS
16 Leases (July 2016), IFRS 9 (2014)
Financial Instruments – Classification and
Measurement (April 2015), IFRS 9 Financial
Instruments - Impairment of Financial Assets
(Dec 2014), IFRS 15 Revenue from Contracts
with Customers (Aug 2014) and Hedge
Accounting (IFRS 9 Financial Instruments)
(Jan 2014)
• IFRS in Practice – practical information
about the application of key aspects of IFRS,
including industry specific guidance. Recent
IFRS in Practice include IFRS Leases (March
2017), IFRS 15 Revenue from Contracts with
Customers (Dec 2016), IFRS 15 Revenue
from Contracts with Customers - Transition
(July 2016), IFRS 11 Joint Arrangements (Feb
2016), IFRS 9 Financial Instruments (Oct
2015), IAS 7 Statement of Cash Flows (May
2014), Distinguishing between a business
combination and an asset purchase in the
extractives industry (March 2014), IAS
36 Impairment of Assets (Dec 2013) and
Common Errors in Financial Statements –
Share-based Payment (Dec 2013)
• Comment letters on IFRS standard setting includes BDO comments on various projects
of international standard setters, including
Exposure Drafts and other Discussion
Papers, when it is considered that the issue
is significant to the BDO network and its
clients. Latest comment letters include IASB
ED 2017-01 Annual Improvements 20152017 Cycle, IASB ED 2016-01 Definition
of a Business and Accounting for Previously
Held Interestes - Proposed amendments
to IFRS 3 and IFRS 11, IASB ED 2015-08
IFRS Practice Statement: Application of
Materiality to Financial Statements, IASB ED
2015-3 Conceptual Framework for Financial
Reporting, IASB ED 2015-5 Proposed
amendments to IAS 19 and IFRIC 14, and IASB
ED 2015-1 Classification of Liabilities.
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BLIND FREDDY – COMMON
ERRORS IN PRESENTATION OF
FINANCIAL STATEMENTS –
PART 1
The ‘Blind Freddy’ proposition is a term used by Justice Middleton in the case of ASIC v Healey &
Ors [2011] (Centro case) to describe glaringly obvious mistakes.
AASB 101 Presentation of Financial Statements is perhaps the most overlooked accounting standard.
It is the standard which sets out a number of key principles around disclosure, all of which are
intended to assist a user of a set of financial statements in understanding the performance of that
entity. Any ‘Blind Freddy’ error in application of AASB 101 is by its nature likely to cause a user to
either be misled, or to be provided with insufficient information to make an economic decision,
particularly in respect of investing in that entity.
AASB 101 is the standard that resulted in Justice Middleton coining the phrase ‘Blind Freddy’ in the
Centro case, where even Blind Freddy should have realised that the clear requirement in AASB 101
in respect of classifying debt as either a current or non-current liability had not been followed.
AASB 101 sets out amongst other things:
1. The need to include four primary statements in a financial report
2. The layout of those primary reports
3. The need to include notes to support those primary statements
4. The need to include comparatives
5. The need to have the third balance sheet when there is retrospective restatement
6. Key guidance as to going concern
7. Key guidance on disclosing estimates and judgements
8. Requirement to refer to the accounting framework
9. Requirement to provide additional disclosures where specific disclosure requirements in
accounting standards are insufficient
10. Offsetting
11. Classification of assets and liabilities as current and non-current, and
12. Disclosures relating to the primary statements.
Although AASB 101 does not contain any direct guidance on measurement of accounting
transactions, many of the potential Blind Freddy errors can lead to users being misled and preparers
and auditors opening themselves up to significant criticism and potential litigation.
Due to the number of potential Blind Freddy errors that can occur when applying this ‘easy’
standard, in this article we will focus on Blind Freddy errors occurring in 1. to 10. above, and will
follow next month with more Blind Freddy errors arising from applying AASB 101.
Blind Freddy error 1 - Not including all four primary financial statements
AASB 101, paragraph 10 describes a complete set of financial statements as including all four
primary financial statements, being the statement of profit or loss and other comprehensive
income, the statement of financial position (referred to also in this article as ‘balance sheet’),
statement of cash flows and statement of changes in equity.
A common Blind Freddy error occurs among entities preparing special purpose financial statements,
where many preparers think that including a cash flow statement and statement of changes in
equity is optional.
If the entity is claiming compliance with AASB 101, as is the case for entities lodging special purpose
financial statements under Part 2M.3 of the Corporations Act 2001, or under Subdivision 60-C of
the Australian Charities and Not-for-profits Commission Act 2012, AASB 101, paragraph 10 requires
all four primary financial statements to be included.
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A complete set of financial statements comprises:
a) statement of financial position as at the end of the period;
b) statement of profit or loss and other comprehensive income for the period;
c) statement of changes in equity for the period;
d) statement of cash flows for the period;
e) notes, comprising significant accounting policies and other explanatory information;
ea)comparative information in respect of the preceding period as specified in paragraphs 38 and 38A; and
f) a statement of financial position as at the beginning of the preceding period when an entity applies
an accounting policy retrospectively or makes a retrospective restatement of items in its financial
statements, or when it reclassifies items in its financial statements in accordance with paragraphs
40A–40D.
An entity may use titles for the statements other than those used in this Standard. For example, an entity
may use the title ‘statement of comprehensive income’ instead of ‘statement of profit or loss and other
comprehensive income’.
AASB 101, paragraph 10
Blind Freddy error 2 - Not including comparatives
In a number of situations, an entity may find that it requires an audit for the current financial year, but was not
required to produce audited financial statements in the past. For example, the company may exceed the ‘large’
size threshold test in s45A of the Corporations Act 2001 for the first time, and may find itself now requiring an
audit, or it may be planning an IPO or have new shareholders that require an audit.
If the entity wants to comply with accounting standards, particularly AASB 101, it must show comparatives,
and include at least:
• Two statements of financial position
• Two statements of profit loss or other comprehensive income
• Two statements of cash flows
• Two statements of changes in equity, and
• Related notes.
Except when Australian Accounting Standards permit or require otherwise, an entity shall present
comparative information in respect of the preceding period for all amounts reported in the current
period’s financial statements. An entity shall include comparative information for narrative and descriptive
information if it is relevant to understanding the current period’s financial statements.
AASB 101, paragraph 38
An entity shall present, as a minimum, two statements of financial position, two statements of profit or loss
and other comprehensive income, two separate statements of profit or loss (if presented), two statements of
cash flows and two statements of changes in equity, and related notes.
AASB 101, paragraph 38A
Blind Freddy error 3 - Not showing a third balance sheet when there is retrospective restatement
Another clear requirement in AASB 101, paragraph 10(f) that often results in a Blind Freddy error is forgetting
to include the third balance sheet (statement of financial position) when an entity has made retrospective
restatements in its financial statements, either because of a:
• Voluntary change in accounting policy,
• Prior period error, or
• Reclassification of items in the prior year’s statement of financial position.
A complete set of financial statements comprises:
a) statement of financial position as at the end of the period;
b) statement of profit or loss and other comprehensive income for the period;
c) statement of changes in equity for the period;
d) statement of cash flows for the period;
e) notes, comprising significant accounting policies and other explanatory information;
ea)comparative information in respect of the preceding period as specified in paragraphs 38 and 38A; and
f) a statement of financial position as at the beginning of the preceding period when an entity applies
an accounting policy retrospectively or makes a retrospective restatement of items in its financial
statements, or when it reclassifies items in its financial statements in accordance with paragraphs
40A–40D.
AASB 101, paragraph 10
AASB 101 does provide some relief in these scenarios, which means that:
• The third balance sheet need only be disclosed where the retrospective application has a material effect
on the information in the third balance sheet (paragraph 40A), and
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• A three column note format for the balance sheet is not required for all balance sheet items
included in the third balance sheet. Only information about the amended items in the third
balance sheet need to be disclosed, which can be provided via the relevant AASB 108 Accounting
Policies, Changes in Accounting Estimates and Errors disclosures (paragraph 40C).
An entity shall present a third statement of financial position as at the beginning of the
preceding period in addition to the minimum comparative financial statements required in
paragraph 38A if:
a) it applies an accounting policy retrospectively, makes a retrospective restatement of items in
its financial statements or reclassifies items in its financial statements; and
b) the retrospective application, retrospective restatement or the reclassification has a material
effect on the information in the statement of financial position at the beginning of the
preceding period.
AASB 101, paragraph 40A
When an entity is required to present an additional statement of financial position in accordance
with paragraph 40A, it must disclose the information required by paragraphs 41–44 and AASB
108. However, it need not present the related notes to the opening statement of financial
position as at the beginning of the preceding period.
AASB 101, paragraph 40C
Perhaps the easiest way for users to be placed on alert as to the retrospective adoption of a
new accounting policy or a retrospective restatement (error) or reclassification in the financial
statements is the presentation of a third balance sheet. Therefore failing to show a third balance
sheet can easily result in users being misled. Users may perform a flawed analysis of key
performance issues, failing to adjust for restatements, and most importantly, failing to recognise
the reduction in the entity’s previously reported profits.
Blind Freddy error 4 – Not disclosing material uncertainty about going concern
Although much of the guidance on going concern is contained within Auditing Standard, ASA
570 Going Concern, AASB 101 is the accounting standard that requires full disclosure about
uncertainties around going concern. Without any disclosure of the existence of uncertainty, a user
could reasonably argue that they invested in the entity, or did business with the entity, on the basis
that there was no uncertainty as to its ability to continue as a going concern.
Going concern
When preparing financial statements, management shall make an assessment of an entity’s
ability to continue as a going concern. An entity shall prepare financial statements on a going
concern basis unless management either intends to liquidate the entity or to cease trading, or
has no realistic alternative but to do so. When management is aware, in making its assessment,
of material uncertainties related to events or conditions that may cast significant doubt upon
the entity’s ability to continue as a going concern, the entity shall disclose those uncertainties.
When an entity does not prepare financial statements on a going concern basis, it shall disclose
that fact, together with the basis on which it prepared the financial statements and the reason
why the entity is not regarded as a going concern.
AASB 101, paragraph 25
Blind Freddy error 5 -Not disclosing key judgements where uncertainty regarding going
concern was considered but determined that there is no uncertainty
There is usually judgement involved in determining whether there is material uncertainty as to an
entity’s ability to continue as a going concern.
If the conclusion from this analysis is that there is no significant uncertainty, and therefore not
required to be disclosed under AASB 101, paragraph 25 (refer Blind Freddy error 4 above), because it
was a ‘close call’, and does represent a key judgement, this fact should be disclosed.
If the entity subsequently gets into distress, users may reasonably claim they were misled if it was
not bought to their attention that it was a ‘close call’ as to whether material uncertainty existed
about the entity’s ability to as a going concern.
Sources of estimation uncertainty
An entity shall disclose information about the assumptions it makes about the future, and
other major sources of estimation uncertainty at the end of the reporting period, that have
a significant risk of resulting in a material adjustment to the carrying amounts of assets and
liabilities within the next financial year. In respect of those assets and liabilities, the notes shall
include details of:
a) their nature, and
b) their carrying amount as at the end of the reporting period.
AASB 101, paragraph 125
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Blind Freddy error 6 - Incorrectly claiming compliance with IFRS
Although AASB 101 requires an explicit statement for compliance with IFRS, for many Australian
entities applying AASB 101, such a statement may not be appropriate, principally for those entities:
• Preparing special purpose financial statements under Part 2M.3 of the Corporations Act 2001
that only apply AASB 101, AASB 107 Statement of Cash Flows, AASB 108 and AASB 1054
Australian Additional Disclosures
• Reporting under the reduced disclosure regime (RDR), and
• Availing themselves of the special measurement rules applicable to not-for-profit entities
(NFPs), for example income recognition under AASB 1004 Contributions, revaluations under
AASB 116 Property, Plant and Equipment, etc.
An entity whose financial statements comply with IFRSs shall make an explicit and unreserved
statement of such compliance in the notes. An entity shall not describe financial statements as
complying with IFRSs unless they comply with all the requirements of IFRSs.
AASB 101, paragraph 16
In the case of special purpose financial reports and those prepared by applying RDR, these do not
comply with all of the disclosure requirements of IFRS and therefore the IFRS compliance statement
is not appropriate. Similarly, in respect of NFP measurement, these rules are not IFRS compliant.
Blind Freddy error 7 - Not providing additional disclosures where specific disclosure
requirements are insufficient
The disclosure requirements for specific transactions and events is included in the various
accounting standards dealing with specific topics and this is all that most entities would generally
include in the notes to their financial statements. However, sometimes this disclosure is not
enough, and more information about a particular transaction or balance needs to be disclosed to
achieve fair presentation.
In virtually all circumstances, an entity achieves a fair presentation by compliance with
applicable Australian Accounting Standards. A fair presentation also requires an entity:
…
c) to provide additional disclosures when compliance with the specific requirements in
Australian Accounting Standards is insufficient to enable users to understand the impact of
particular transactions, other events and conditions on the entity’s financial position and
financial performance.
Extract of AASB 101, paragraph 17
Blind Freddy error 8 - Justify the application of inappropriate accounting policies
Another Blind Freddy error occurs where an entity tries to justify an inappropriate accounting
treatment by either merely disclosing a different accounting policy, or by including additional notes
in the financial statements showing the impact of the correct policy which has not been recognised
and measured in the financial statements.
For example, some entities are still in denial about the need to record all derivative assets and
liabilities on their balances sheet in respect of interest rate swaps or forward foreign exchange
contracts entered into for non-speculative hedging purposes. Simply disclosing the fact that had
AASB 139 Financial Instruments: Recognition and Measurement been complied with, a derivative
asset/liability of $xxxx would have been recognised does not mean AASB 101 has been complied
with.
An entity cannot rectify inappropriate accounting policies either by disclosure of the accounting
policies used or by notes or explanatory material.
AASB 101, paragraph 18
Blind Freddy error 9 – Not referring to the Framework when no guidance contained in
accounting standards
In preparing financial statements that comply with accounting standards, preparers must comply
with the Framework. This may result in assets not being recognised where a specific standard is
silent on the issue. For example, intangible assets such as customer relationships and employee
relationships cannot be recognised as an asset because they fail the ‘control’ test set out in the
Framework.
Similarly, this is a key requirement in considering whether the transaction that gave rise to an asset
or liability was part of a linked transaction.
When the accrual basis of accounting is used, an entity recognises items as assets, liabilities,
equity, income and expenses (the elements of financial statements) when they satisfy the
definitions and recognition criteria for those elements in the Framework.
AASB 101, paragraph 28
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Blind Freddy error 10 – Offsetting
A common Blind Freddy error occurs where entities incorrectly offset assets and liabilities or income and
expenses.
Certain key performance ratios can be significantly impacted by balance sheet or income statement
presentation and AASB 101, paragraph 32 specifically prohibits this offsetting.
An entity shall not offset assets and liabilities or income and expenses, unless required or permitted by an
Australian Accounting Standard.
AASB 101, paragraph 32
Blind Freddy error 11 – Reporting periods not equal to 12 months
In certain circumstances, a set of financial statements may cover a period that is shorter or longer than a year
(12 months). This is typically the case where an entity is newly incorporated or decides to change its year end.
In order to understand trends and performance against the prior period, users need to know the duration of the
period covered, i.e. they should be able to ‘compare apples with apples’. If the period covered is shorter or longer
than 12 month, AASB 101 requires this be clearly disclosed together, with the reason for this.
An entity shall present a complete set of financial statements (including comparative information) at least
annually. When an entity changes the end of its reporting period and presents financial statements for a period
longer or shorter than one year, an entity shall disclose, in addition to the period covered by the financial
statements:
a) the reason for using a longer or shorter period, and
b) the fact that amounts presented in the financial statements are not entirely comparable.
AASB 101, paragraph 36

IMPROVEMENTS PROPOSED TO
AASB 8 OPERATING SEGMENTS
On 29 March 2017, the International Accounting Standards Board (IASB) issued Exposure Draft ED/2017/2
Improvements to IFRS 8 Operating Segments (ED 278 in Australia) which proposes various amendments to IFRS 8
Operating Segments as part of its post-implementation review of IFRS 8, including:
• Clarifying the function of the chief operating decision maker (CODM)
• Adding examples of similar economic characteristics when assessing whether the aggregation criteria have
been met
• Requiring an explanation if segments differ between the financial statements and other parts of the annual
reporting package
• Clarifying that information on reconciling items must be given with sufficient detail to enable users to
understand the nature of the reconciling items
• Amending AASB 134 Interim Financial Reporting to require companies changing segments to provide restated
segment information for all prior interim periods earlier than they currently do
• Requiring disclosure of the title and role of the CODM, and
• Clarifying that segment information in addition to that reviewed by, or regularly provided to, the CODM can
be disclosed if it meets the core principles.
Some of these proposed changes are discussed in more detail below.
Clarifying the function of the chief operating decision maker (CODM)
The current wording of AASB 8, paragraph 7, implies that the function of the CODM is merely strategic, i.e. to
allocate resources to operating segments and to assess their performance.
The proposals in this Exposure Draft amend paragraph 7 to clarify that the function of the CODM is more
operational in nature, i.e. the CODM:
• Makes operating decisions and decisions about allocation of resources to segments, and
• Assesses performance of segments.
New paragraph 7A has been added to clarify that whether the CODM is an individual (e.g. the CEO) or a group
(e.g. the board or management committee) depends on how the entity is managed and corporate governance
requirements.
The proposals also clarify the position of non-executive directors who do not participate in all operating decision
making, but are part of a group (such as the board or management committee) that make operating decisions
and decisions about allocating resources and assessing performance.
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More examples of ‘similar economic characteristics’
Paragraph 12 currently requires that two or more segments have similar economic characteristics
if they exhibit similar long-term financial performance. It provides only one example of similar
‘average gross margins’ as a measure of long-term financial performance.
Many respondents to the post-implementation review noted that applying the aggregation criteria
to operating segments requires judgement, and that providing only one example of what is meant
by having ‘similar long-term financial performance’ is not sufficient, because there could be other
measures that are more appropriate.
Paragraph 12A has been added to clarify that a range of measures could indicate that the long-term
financial performance of operating segments is similar, for example, similar:
• Long-term revenue growth
• Long-term return on assets, or
• Long-term average gross margins.
Segments should be the same between the financial statements and other parts of the
annual reporting package (if not, why not disclosure)
Although the Australian Securities and Investments Commission (ASIC) and other regulators
routinely query companies where the description of segments in their financial statements (under
AASB 8) is different to those described in the Operating and Financial Review (OFR), many entities
still disclose segments differently in the OFR and other investor presentations.
Paragraph 19A therefore clarifies that entities are expected to identify the same reportable
segments in the financial statements, the OFR and other investor presentations and documents
published around the same time as the annual report (press releases, preliminary announcements,
investor presentations, filings, etc.), and if not, this fact and reasons are to be disclosed.
Fuller explanations about material reconciling items
Although the requirements in paragraph 28 have always been clear that material reconciling
items must be separately identified and described, feedback from the post-implementation review
indicated that users and regulators were not always getting sufficient information.
The proposals therefore require fuller explanations about material reconciling items. Paragraph 28A
has been added to clarify that material reconciling items must be described in sufficient detail
to enable users to understand their nature.
Earlier restatement of segment information for prior interim periods under AASB 134
Currently, if an entity changes its reportable segments, the restated comparative interim
information from the prior period is only disclosed when the current interim period is reported. For
example, an entity changing its segment reporting structure in Q1 2017 would only include restated
comparative segment information for Q1 2016 in its interim financial statements prepared under
AASB 134.
The addition of paragraph 45A in AASB 134 proposes that where an entity changes its reportable
segments under AASB 8, it must restate and disclose the segment information for each previously
reported interim period from both the current financial year and prior periods, unless the
information is not available and the cost to develop it would be excessive.
Example:
Reportable segments change on 1 January 2017 for an entity that reports quarterly.
Segment reporting will be presented on the new basis for:
• 1 January to 31 March 2017 (current interim period)
• 1 January 2016 to 31 March 2016 (Q1 2016)
• 1 April 2016 to 30 June 2016 (Q2 2016)
• 1 July 2016 to 30 September 2016 (Q3 2016), and
• 1 October 2016 to 31 December 2016 (Q4 2016).
Currently, only Q1 2016 restated comparatives would be included with Q1 2017. Q2 2016 restated
comparatives would only be presented with Q2 2017, etc.
It should be noted that these changes are unlikely to have a major impact in Australia where
traditionally only half-year interim financial statements are required (i.e. half-year financial
statements are not usually prepared for the second half of the year).
Proposed application dates and transition
The Exposure Draft does not include a proposed application date for these amendments but notes
that retrospective restatement is required, i.e. comparatives must be restated as required by AASB
108 Accounting Policies, Changes in Accounting Estimates and Errors.
Comments close
The closing date for comments is 23 June 2017 to the AASB and 31 July 2017 to the IASB.
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FOR MORE INFORMATION

COMMENTS SOUGHT ON
EXPOSURE DRAFTS

ADELAIDE
PAUL GOSNOLD
Tel +61 8 7324 6049
paul.gosnold@bdo.com.au

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 277 Reduced
Disclosure
Requirements for Tier
2 Entities

Proposes:
• A new set of principles used to
determine Tier 2 RDR disclosures
• Updated RDR disclosures as a
result of applying these updated
principles, and
• A new approach to presenting RDR
disclosures – as an appendix rather
than as ‘greyed out’ text in the body
of the accounting standards.

COMMENTS DUE
TO AASB BY
26 May 2017

No changes are proposed to the types
of entities able to report using RDR.
ED 278 Improvements Proposes various amendments to AASB 23 June 2017
to AASB 8 Operating
8 Operating Segments as part of the
Segments
IASB’s post-implementation review of
IFRS 8, including:
• Clarifying the function of the chief
operating decision maker (CODM)
• Requiring disclosure of the title and
role of the CODM
• Requiring an explanation if
segments differ between the
financial statements and other parts
of the annual reporting package
• Adding examples of similar
economic characteristics when
assessing whether the aggregation
criteria have been met
• Clarifying that segment information
in addition to that reviewed by, or
regularly provided to, the CODM
can be disclosed if it meets the core
principles
• Clarifying that information on
reconciling items must be given
with sufficient detail to enable users
to understand the nature of the
reconciling items, and
• Amending AASB 134 Interim Financial
Reporting to require companies
changing segments to provide
restated segment information for
all prior interim periods earlier than
they currently do.
ITC 35 Disclosure
In this next step in the IASB’s Disclosure 4 September 2017
Initiative – Principles Initiative project, this Discussion Paper
of Disclosure
seeks to establish clear principles
governing what, how and where
information should be disclosed in the
financial statements. The proposals
include:
• Seven principles of effective
communication for entities
preparing financial statements
• Possible approaches to improve
the disclosure objectives and
requirements in IFRS Standards, and
• Principles of fair presentation and
disclosure of performance measures
and non-IFRS information in
financial statements, to ensure that
such information is not misleading.
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