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NEWS
NEW GOVERNANCE PRINCIPLES
AND GUIDANCE FOR NOT-FORPROFIT ENTITIES (NFPS)
We encourage all directors and boards of NFPs to consider the AICD’s updated
Corporate Governance Principles for not-for-profit entities, published 30 January 2019.
The publication by the Australian Institute of Company Directors (AICD) of its updated
Not-for-Profit Governance Principles (Second Edition) on 30 January 2019 is timely given
media attention and public enquiries into the sector, specifically the Royal Commission
into child sexual abuse, and more recently, the upcoming enquiry on the quality of care in
residential aged care facilities in Australia.
In light of these events, and increased public expectations regarding governance of NFPs,
the AICD’s Second Edition expands on the original 10 principles by including, for each
principle, ‘supporting practices’, additional guidance, and case studies to illustrate how
each principle can be applied to large and small NFPs.
There is no 'one-size-fits-all' approach to corporate governance in the NFP sector.
When considering corporate governance in the NFP sector, it is important to note
there is no ‘one-size-fits-all' approach. Because of the wide variation in size, purpose,
resources and maturities of these entities, processes that may be appropriate for say a
mature, large, corporatized NFP may be ‘over the top’ for a small community group. The
two case studies added to the guidance on each principle help illustrate this point, and
demonstrate how different practices or processes can be implemented by different types
of NFPs to meet the objective of each principle.
SNAPSHOT
The Foreword to the Second Edition includes a good ‘snapshot’ of all 10 principles, as well
as the ‘supporting practices’.
Each principle has a heading and then includes a high level statement explaining the
aspect of good governance espoused in the heading. The supporting practices are
essentially desirable outcomes to demonstrate that the principle has been achieved.
Below is an example of Principle 1 and its supporting practices extracted from the
Snapshot of Principles.

IN THIS EDITION
NOT-FOR-PROFIT ENTITIES
P1 New governance principles and guidance for
not‑for‑profit entities (NFPs)
P3 How to identify ‘sufficiently specific’ performance
obligations when assessing whether AASB 15 or
AASB 1058 applies
TRIPLE THREAT ACCOUNTING STANDARDS
P6 Determining the transaction price under IFRS 15
can be complex
REGULATORY ACTIVITY
P8 Almost 25% of financial reports reviewed by ASIC
result in enquiries on the appropriate accounting
treatment
INTERNATIONAL DEVELOPMENTS
P10 Recent agenda decisions of the IFRS Interpretations
Committee
P14 Onerous contracts - Proposals for guidance on
accounting for costs of fulfilling a contract
AASB NEW RELEASES
P15 Deferral of fair value requirements for peppercorn
leases approved by AASB
P15 AASB approves changes to definitions of a
‘business’ and ‘material’
OTHER
P16 BDO monthly webinars – please register for 2019
webinars now
P16 New BDO resources and publications
P17 Comments sought on exposure drafts
In this edition, our ‘not-for-profit’ section provides
a roadmap for directors and boards of not-for-profit
entities (NFPs) to navigate the recently released
second edition of the AICD’s Not-for-Profit Governance
Principles. It also includes guidance on how NFPs would
identify ‘sufficiently specific’ performance obligations
when assessing whether AASB 15 or AASB 1058 applies.
We explore further aspects of the ‘triple threat’ new
accounting standards, this month looking at some
examples to demonstrate how determining the
transaction price (Step 3) for revenue recognition under
IFRS 15 can be a complex process for for-profit entities,
and highlight the results of ASIC’s financial reporting
surveillance of 30 June 2018 financial reports.
We also look at recent international developments,
including recent agenda decisions by the IFRS
Interpretations Committee, and proposals by the IASB
to clarify what constitutes costs of fulling an onerous
contract.
Lastly, we confirm recent approvals by the AASB of
Australian amending standards, including the deferral of
the requirements for NFP lessees to measure right-of-use
assets subject to peppercorn leases at fair value, as well
as amendments to the definitions of a ‘business’ and
what is ‘material’.

2

ACCOUNTING NEWS

SNAPSHOT OF PRINCIPLES.

HELPFULCARE

Principle 1

HelpfulCare’s purpose is recorded in its constitution
as: “To support people in need through the provision of
world-class services delivered with the care of a family.”
To bring their purpose to life, they have developed a policy
document called ‘Being HelpfulCare’ which explains what
their purpose is, what it means and how it is incorporated
into their operations.

Purpose and stategy
The organisation has a clear purpose and a strategy which
aligns its activities to its purpose
1.1	The organisation's purpose is clear, recorded in its
governing documents and understood by the board
1.2	The baord approves a strategy to carry out the
organistion's purpose
1.3 Decisions by the board further the organisation's purpose
and strategy
1.4	The board regularly regularly devotes time to consider
strategy
1.5	The board periodically reviews the purpose and strategy
This means that any or all of the above supporting practices 1.1 to
1.5 could be adopted in order to show that the NFP is complying
with Principle 1.
STRUCTURE OF THE GUIDANCE
The detailed section of the document is divided into 10 sections,
one for each principle. Information from the ‘snapshot’ is duplicated
in the detailed section and there is extensive practical guidance. For
example, for Principle 1 shown above, the guidance covers:
XX What is a purpose?
XX Understanding purpose
XX Communicating about purpose
XX Can an organisation’s purpose change?
XX Having a not-for-profit purpose
XX What is strategy?
XX Strategic planning
XX The board’s role in strategy
XX Making time for strategy.
Questions for directors
There is also a series of Questions for Directors to help them
apply the principles. For example, suggested questions for
Principle 1 include:
Is the organisation’s purpose clearly articulated and
communicated to stakeholders?
XX How does the board know if the organisation’s activities are
aligned to its purpose?
XX How frequently do the purpose and strategy need to be
reviewed?
XX How does the board align its decision-making with the
strategy?
XX Is time set aside in the board’s agenda to consider strategy?
XX

Case studies
Lastly, for each Principle, the Second Edition includes two case
studies (HelpfulCare and The Friendlies) to show how the principles
can be applied to diverse NFPs. An example of these case studies for
Principle 1 in the Second Edition has been extracted below.

The board of HelpfulCare has approved a rolling five-year
strategic plan which was developed by their Chief Executive
Officer (CEO) under the supervision of the board who set
expectations of timeframes and consultation. The strategic
plan articulates five key goals which help give form to the
organisation’s purpose. The board reviews progress towards
achieving their strategic goals annually and, as part of that,
reflects on how effective its strategy has been. If necessary,
the strategy is refined or changed. It also formally reviews
its strategic plan mid-way through its life.
To assist with making strategic decisions, the board of
HelpfulCare requires management to provide at least a
short explanation for any matter they are asking the board
to make a decision on, describing how the issue relates
to the achievement of their purposes. Agenda items and
management reports are also categorised based on which
strategic plan goal they relate to so that the board is
always thinking about the relationship between their work
and the strategy.
Strategy is a standing agenda item at every second board
meeting and the board of HelpfulCare has a dedicated
annual strategy day where directors meet for an extended
period to discuss strategy, changes in their operational
environment and ‘big picture’ ideas.

THE FRIENDLIES
The Friendlies’ purpose is recorded in their constitution as
“to facilitate and coordinate the goodwill and generosity
of the local community.” They have developed an
‘organisational charter’ that expands on this, describing
the three main ways through which they aim to achieve
this goal.
Every year in December the Friendlies hold a ‘community
planning day’ where they identify three key goals for the
year through a consultative process with their members.
These goals are then communicated to members and other
stakeholders in their monthly newsletter and on their
Facebook page. They are reported on at the end of the year
in their annual report. This forms their strategic plan.
Twice a year the Friendlies’ board holds a half-day meeting
at which they meet with members to talk about their
progress towards achieving their purpose and make any
refinements necessary based on their consultation.
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HOW TO IDENTIFY ‘SUFFICIENTLY
SPECIFIC’ PERFORMANCE
OBLIGATIONS WHEN ASSESSING
WHETHER AASB 15 OR AASB 1058
APPLIES
In our November 2018 Accounting News article, we illustrated how not-for-profit entities
(NFPs) determine whether ‘income’ is recognised under the new income recognition
standard, AASB 1058 Income of Not-for-Profit Entities, or the new revenue standard, AASB
15 Revenue from Contracts with Customers.
ARE THE FUNDS RECEIVED FOR
THE PURPOSE OF ACQUIRING
OR CONSTRUCTING A
NON‑FINANCIAL ASSET?

YES

APPLY AASB 1058,
PARAGRAPHS 15-17

NO
DOES THE TRANSACTION OCCUR IN
A CONTRACT WITH A CUSTOMER
THAT CREATED ENFORCEABLE RIGHTS
& OBLIGATIONS?

NO

OUTSIDE SCOPE OF AASB
15

YES
DOES THE CONTRACT INCLUDE
‘SUFFICIENTLY SPECIFIC’ PERFORMANCE
OBLIGATIONS (promises by the NFP to
transfer goods and services to customers)?

NO

APPLY AASB 1058

YES
APPLY AASB 15
Key to this assessment is whether:
XX Firstly, there is a contract with a customer that creates enforceable rights and
obligations, and
XX Secondly, the contract includes ‘sufficiently specific’ performance obligations.
Our November 2018 Accounting News article summarised the first aspect of this
assessment, namely, whether there is a contract, a customer and enforceable rights and
obligations. This month, we focus on the second aspect of the assessment, i.e. what are
‘sufficiently specific’ performance obligations.
WHY IS IDENTIFYING ‘SUFFICIENTLY SPECIFIC’ PERFORMANCE OBLIGATIONS
IMPORTANT?
The default position in AASB 1058 is that income is recognised immediately if it does not
fall within the scope of other Australian Accounting Standards. NFPs receiving multi-year
grants to provide services over a number of years, or that span year-ends may prefer, for
budgeting and financial reporting purposes, not to recognise this income immediately
given that goods or services will be provided in future. By being able to identify
‘sufficiently specific’ performance obligations, NFPs can defer income recognition until a
later date when the obligation has been satisfied.
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WHERE TO FIND GUIDANCE?
AASB 15 is essentially designed for the recognition of revenue
by for-profit entities. Appendix F has therefore been added
to AASB 15 (refer AASB 2016-8 Amendments to Australian
Accounting Standards – Australian Implementation Guidance
for Not-for-Profit Entities) to assist NFPs in applying the
five‑step revenue recognition process in a not-for-profit context.
Paragraphs F20-F27 of Appendix F provide additional guidance to
help preparers determine whether there are ‘sufficiently specific’
performance obligations in the contract.
WHAT ARE PERFORMANCE OBLIGATIONS?
A contract with a customer includes promises to transfer goods or
services to the customer. If those goods or services are distinct, the
promises are performance obligations and under AASB 15, must be
accounted for separately. Goods or services may not be individually
distinct, but may be distinct when bundled with other goods or services.
A simple example of distinct performance obligations in a
for‑profit arrangement would be a motor dealer selling a new
car and a three-year service contract to a customer. We can
see that the nature of these promises is very specific and fairly
easy to identify in this case. In more complex arrangements,
identifying separate performance obligations may be highly
judgmental. Nevertheless, the commercial nature of a transaction
by for-profit entities means that it is usually a reasonably
straightforward process to identify at least the totality of goods or
services to be provided in the contract.
PERFORMANCE OBLIGATIONS IN A NOT-FOR-PROFIT
CONTEXT
In a not-for-profit context, identifying even the totality of goods or
services to be provided (as opposed to distinct promises) can often
be problematical. This is because goods or services to be provided by
not-for-profit contracts are often vaguely described, if at all.
In practice, some NFP contracts might include detailed descriptions
of specific promises/deliverables (e.g. need to provide 1,000
counselling hours to teenagers with anorexia) and be considered
‘sufficiently specific’ and therefore fall within the scope of AASB 15.
However, many more contracts would include motherhood
statements such as a NFP being required to spend money ‘for the
greater good’ (e.g. provide mental health support to teenagers
with anorexia). And then in between, we would see a whole range
of expectations for good or service delivery, documented in a
variety of levels of detail (the grey area).

Each promise is assessed separately to determine
if it is ‘sufficiently specific’ enough to qualify as a
performance obligation.
It is important to note that for a promise to be considered
‘sufficiently specific’:
Not all of the above-mentioned factors need to be specified
XX There is no minimum number of factors that need to be
specified
XX There is no particular combination of factors that need to be
specified, and
XX Other conditions, in addition the above four, may also need
to be taken into account when applying this judgement.
XX

WHEN HAS THE OBLIGATION BEEN SATISFIED?
The overarching principle in the above analysis is that a promise
cannot be ‘sufficiently specific’ unless we are able to determine
when the promise in the contract has been satisfied.
A necessary condition for identifying a performance obligation
of a not-for-profit entity is that the promise is sufficiently
specific to be able to determine when the obligation is
satisfied.
Extract of Appendix F, paragraph F20
Therefore, if we cannot objectively ‘tick off’ when a promise has
been delivered/satisfied, we don’t have a ‘sufficiently specific’
performance obligation.
Example 1 – ‘Sufficiently specific’
NFP receives a grant to ‘provide 1,000 counselling hours to
support teenagers with anorexia’.
This condition would be considered ‘sufficiently specific’ because
it can be objectively determined when the obligation has been
satisfied (in this case, as and when each hour of counselling
is provided).
Example 2 – Not ‘sufficiently specific’
NFP receives a grant to ‘provide counselling support to teenagers
with anorexia’.
As no period is specified over which the services need to be
provided, NFP would not be able to determine when the
obligation has been satisfied. This contract would not contain
‘sufficiently specific’ performance obligations, and the grant
income is therefore recognised under AASB 1058.

HOW TO DETERMINE IF A NFP PROMISE IS ‘SUFFICIENTLY
SPECIFIC’?

Example 3 – Combination of ‘sufficiently specific’ and not
‘sufficiently specific’

The additional guidance contained in Appendix F, paragraph
F20, notes that judgement is to be applied when determining
whether a promise is ‘sufficiently specific’ or not. All conditions
specified in the arrangements regarding the promised goods
and services need to be considered (both explicit and implicit)
including those regarding:
XX The nature or type of goods or services
XX The cost or value of goods or services
XX The quantity of goods or services, and
XX The period of time over which the goods or services must be
transferred.

It is possible that some grants may include multiple promises,
some of which may be considered ‘sufficiently specific’ (and
therefore accounted for under AASB 15), and others may not (and
therefore accounted for under AASB 1058).
Assume NFP receives a $1.2 million grant, of which $1 million is to
provide ‘1,000 counselling hours to teenagers with anorexia’ and
$200,000 to ‘provide counselling support to parents of teenagers
with anorexia’.
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Following the analysis in Examples 1 and 2 above, we can
determine when the promise to provide the 1,000 teenage
counselling hours has been satisfied and this condition would
be considered ‘sufficiently specific’. However, we would not be
able to determine when the ‘counselling support to parents of
teenagers with anorexia’ has been satisfied, and income would be
recognised under AASB 1058.
IMPLICIT PROMISES VS GENERAL STATEMENTS OF
INTENT (PARAGRAPH F23)
Some promises in arrangements may be implicit and also need
to be considered. For example, promises may be implied by
the entity’s customary business practices, published policies or
specific statements. These need to be considered (and assessed
for specificity using the same process as for explicit promises) if
the customer has a valid expectation that goods or services will
be transferred to the customer.
However, general statements of intent to spend monies in a
certain way (e.g. to improve clean water supplies in developing
countries) by themselves do not mean we automatically have a
performance obligation.
ACTIVITIES TO FULFIL A CONTRACT ARE NOT
‘SUFFICIENTLY SPECIFIC’ PERFORMANCE OBLIGATIONS
In a for-profit context, activation fees (e.g. administration fee to
join a gym) are not considered a separate performance obligation
because no goods or services are transferred to the customer until
the customer has access to the gym over the contract period.
These activation fees are typically recognised as revenue over the
period of the gym membership contract.
Similarly, in a NFP context, Appendix F, paragraph F21 states
that performance obligations do not include activities necessary
to fulfil a contract. For example, research activities undertaken
to develop intellectual property (IP) which will be licensed to a
customer do not transfer any goods or services to the customer
(i.e. the customer cannot benefit from the research activities until
they obtain the licence to use the IP).
PERIOD OF TIME BY ITSELF WOULD NOT BE ‘SUFFICIENTLY
SPECIFIC’
The period of time over which goods or services must be transferred
is one of the factors to consider when assessing whether a promise
is ‘sufficiently specific’ (paragraph F20(d)). However, period of time
by itself, with no other factors from paragraph F20 present, would
not meet the ‘sufficiently specific’ criterion.
Example
NFP provides a variety of services under its charter such as
counselling and housing for disadvantaged youth.
NFP receives a government grant to provide unspecified services
during 2019. The lack of specificity of the actual services to
be provided (i.e. counselling or housing) and the quantum
(xx hours) means that there are no ‘sufficiently specific’
performance obligations.

MISSION/CHARTER/OBJECTIVES NOT ‘SUFFICIENTLY
SPECIFIC’ (PARAGRAPH F25)
Some NFPs are single-purpose entities, i.e. they are established
with a charter/mission statement/objective to do one thing (i.e.
deliver one type of service). It is unlikely that such charter, mission
statement or stated objectives would describe the promises or
obligations in enough detail for them to be considered to be
‘sufficiently specific’.
If Homeless NFP’s charter says its mission is to ‘provide housing
to the poor’, a grant received to provide services during 2019 is
not specific enough to be able to ‘tick off’ when the obligation has
been satisfied.
ACQUITTAL PROCESSES
Some agreements require an acquittal process whereby the NFP
is required to show how monies received have been spent. If the
acquittal process also requires the NFP to demonstrate which
performance obligations have been satisfied and when, this may
provide evidence that the promises are ‘sufficiently specific’.
TRANSFERS OF FINANCIAL ASSETS TO CONSTRUCT A
NON-FINANCIAL ASSET (E.G. A BUILDING)
In a contract where a donor (say a government) transfers a
financial asset to a NFP to construct a non-financial asset (say
a school hall), the contract does not typically require or create
an obligation for the NFP to transfer the hall to the government
donor or other parties. That is, the school will control the
constructed non-financial asset. This contract is therefore not
considered to be a contract with a customer, and this transaction
is therefore accounted for under the specific requirements
contained in AASB 1058, paragraphs 15-17. As such, the
‘sufficiently specific’ assessment is not required for such grants.
CONCLUDING THOUGHTS
Many NFPs defer recognition of a variety of income streams
because there is a lack of clarity in the current accounting
requirements for income of NFPs. However, from 1 January 2019,
this situation is about to change. NFPs will need to undergo a
formal assessment of all income streams to assess whether
recognition under AASB 1058 or AASB 15 is appropriate.
Importantly, revenue can only be recognised if there is an
enforceable contract with a customer, and ‘sufficiently specific’
performance obligations, and disclosure will be required in the
financial statements about key judgements made in arriving
at the conclusion that performance obligations are/are not
‘sufficiently specific’. Management should therefore already be
undertaking a detailed review of all contracts and agreements
to assess whether these Step 1 and Step 2, AASB 15 criteria have
been met.
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DETERMINING THE
TRANSACTION PRICE
UNDER IFRS 15 CAN BE
COMPLEX
In the April 2018 edition of Accounting News we discussed the
five step model for revenue recognition introduced by IFRS 15
Revenue from Contracts with Customers:

An entity must estimate the amount of variable consideration
by using either of the following methods (depending on which
method is expected to better predict the amount of consideration
to which the entity will be entitled):
XX The expected value method (i.e. the sum of probabilityweighted amounts), or
XX The most likely amount (i.e. the single most likely outcome of
the contract).

Step 1

Identify the contract(s) with the customer

Step 2

Identify the performance obligations in the contract

Step 3

Determine the transaction price

IFRS 15 also imposes a constraint on the amount of variable
consideration which can be recognised. Variable consideration
can be included in the transaction price only to the extent that
it is highly probable that a significant reversal in the amount
of cumulative revenue recognised will not occur when
the uncertainty associated with the variable consideration is
subsequently resolved.

Step 4

Allocate the transaction price to the performance
obligations

The following examples illustrate how some types of variable
consideration are accounted for under IFRS 15.

Step 5

Recognise revenue when a performance obligation is
satisfied

VARIABLE CONSIDERATION – RIGHT OF RETURN (BASED
ON IFRS 15, ILLUSTRATIVE EXAMPLE 22)

In the May and June 2018 editions of Accounting News we
examined the first step of that five-step process in greater
depth, in the July and September 2018 editions we looked at the
complexities of the second step, and in the November 2018 edition
we started looking at the third step. In this article, we look at some
examples of how step three of the IFRS 15 five-step model works.
DETERMINING THE TRANSACTION PRICE IN A CONTRACT
WITH A CUSTOMER
As outlined more fully in the November 2018 edition of
Accounting News, the transaction price is the ’amount of
consideration to which an entity expects to be entitled in
exchange for transferring promised goods or services to a
customer, excluding amounts collected on behalf of third parties’.
The consideration promised in a contract with a customer may
include fixed amounts, variable amounts, or both. When
determining the transaction price, the entity needs to consider
the effects of variable consideration, the existence of a significant
financing component in the contract, non-cash consideration, and
consideration payable to a customer.
VARIABLE CONSIDERATION
The amount of consideration can vary:
Due to a number of factors, including discounts, rebates,
bonuses and penalties and other similar items, and

XX

XX

If an entity’s entitlement to the consideration is contingent
on the occurrence or non-occurrence of a future event (for
example, if a product was sold with a right of return).

During December 2018, Chain Store sells 100 pairs of jeans to
customers for $100 each. Total consideration is consequently
$10,000. Cash is received when control of the garments transfer,
i.e. at point of sale. Chain Store’s terms and conditions of sale
allow customers to return any unworn garments within 30 days
and receive a full refund. Chain Store’s cost for each garment
is $60.
IFRS 15 permits an entity to account for a group of contracts with
similar characteristics as a portfolio of contracts, rather than as
individual contracts, if the effects on the financial statements of
applying IFRS 15 to the portfolio would not differ materially from
applying IFRS 15 to the individual contracts. When accounting for
a portfolio, an entity must use estimates and assumptions that
reflect the size and composition of the portfolio. In this instance,
as the products being sold is the same in each transaction, Chain
Store can account for the contracts as a portfolio.
The expected value method for estimating variable consideration
is generally used where an entity has a large number of contracts
with similar characteristics. It is therefore the most appropriate
method to use in this instance. Using that method, Chain Store
estimates that three of the 100 garments sold will be returned.
In addition, Chain Store:
XX Estimates that the costs of recovering the products will be
immaterial, and
XX Expects that the returned garments can be resold at a profit.
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When Chain Store transfers control of the 100 garments, it should process the following
journal entries:
Dr
($)
Cash (100 garments x $100 each)

Cr
($)

10,000

Revenue (97 garments expected to not be returned x
$100 each)

9,700

Refund liability (3 garments expected to be returned x
$100 each)

300

Cost of sales (97 garments x $60 each)
Right to recover garments - asset (3 garments x $60 each)

Dr

Cr

($)

($)

5,820
180

Inventory (100 garments x $60 each)

6,000

VARIABLE CONSIDERATION – VOLUME DISCOUNT (BASED ON IFRS 15,
ILLUSTRATIVE EXAMPLE 24)
Widget Co enters into a contract with a customer on 1 January 2018 to sell Widget A for
$100 per unit. If the customer purchases more than 1,000 units of Widget A in a calendar
year, the contract specifies that the price per unit is retrospectively reduced to $90 per
unit. Consequently, the consideration in the contract is variable.
For the first quarter of the calendar year (i.e. to 31 March 2018), Widget Co sells 75 units
of Widget A to the customer. Widget Co estimates that the customer’s purchases will
not exceed the 1,000-unit threshold required for the volume discount in the calendar
year and consequently concludes that it is highly probable that a significant reversal in
the cumulative amount of revenue recognised (i.e. $100/unit) will not occur when the
uncertainty is resolved (i.e. when the total amount of purchases for the calendar year
is known).
As a result of these considerations, Widget Co recognises revenue of $7,500 (75 units ×
$100/unit) for the quarter ended 31 March 2018.
In May 2018 the customer acquires another company and in the second quarter of
the calendar year (i.e. the quarter ended 30 June 2018) Widget Co sells an additional
500 units of Widget A to the customer. In the light of this new fact, Widget Co estimates
that the customer’s purchases will exceed the 1,000-unit threshold for the calendar year
and that it will therefore be required to retrospectively reduce the price to $90/unit.
As a result of these considerations, Widget Co recognises revenue of $44,250 for the
quarter ended 30 June 2018. That amount is calculated as follows:
($)
Sale of 500 units in quarter 2 (500 units × $90/unit)
Less: Change in transaction price of 75 units sold in March quarter (75
units x $10/unit)

45,000
(750)
44,250

CONCLUDING THOUGHTS
In many instances, determining the transaction price in a contract with a customer is
a relatively straightforward process. However, where there is variable consideration,
finance teams will be required to apply considerable professional judgement, and
the judgements made could significantly impact the timing of revenue recognition.
In addition, revenue recognition is unlikely to match invoice amounts and accounting
systems and processes need to be set up to account for these differences.
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ALMOST 25% OF
FINANCIAL REPORTS
REVIEWED BY ASIC
RESULT IN ENQUIRIES
ON THE APPROPRIATE
ACCOUNTING
TREATMENT

Enquiries in each of the above areas are highlighted below:
IMPAIRMENT - Goodwill, exploration & evaluation
expenditure and PPE
Reasonableness of cash flows and assumptions not being
supportable, including:
Assumptions from external sources not assessed for
consistency and relevance
XX Forecast cash flows exceeded actual cash flows for a number
of reporting periods.
XX

Incorrectly determining the carrying amount of a cashgenerating unit (CGU), including:

On 25 January 2019, the Australian Securities and Investments
Commission (ASIC) published its findings from its surveillance on
30 June 2018 financial reports (MR 19-014).
Out of the 215 financial reports reviewed, ASIC sent ‘please
explain’ letters to 55 entities regarding 79 accounting matters.
This is a significant increase compared to the 54 accounting
matters raised with entities during ASIC’s equivalent review of
30 June 2017 financial reports.
A comparison of accounting matters raised (2017 to 2018) reveals
that impairment and asset values remains an area of concern for
ASIC, and given the imminent application of the new accounting
standard for revenue (AASB 15 Revenue from Contracts with
Customers), ASIC is also starting to pay more attention to entities’
revenue recognition policies.
Topic

2018

2017

Impairment and other asset values

28

20

Revenue recognition

18

8

Tax accounting

11

8

Consolidation accounting

4

2

Business combinations

3

3

Expense deferral

3

4

Other matters

12

9

79

54

It should be noted that not all enquiries will necessarily lead to
material restatements. The media release notes that matters
involving 13 of the entities were concluded without any
restatements required. ASIC also does not pursue immaterial
disclosures that may add unnecessary clutter to financial reports.

Level for identifying cash-generating units (CGUs) too high
XX Omitting some assets from carrying amount of CGU assets,
e.g. inventories, trade receivables and tax balances
XX Incorrectly deducting liabilities from the carrying amount of
a CGU.
XX

Fair value calculations using discounted cash flows with
many management inputs (level 3 fair value) which may not
represent market participant assumptions.
Ignoring impairment indicators such as:
Adverse changes in market conditions, or
Where net assets > market capitalisation.
(Listen to our video).
XX
XX

Insufficient disclosures regarding:
Key assumptions, including quantifying growth rates and
discount rates
XX Sensitivities where a reasonably possible change in one
or more assumptions could easily result in an impairment
loss, and
XX For fair values, the valuation techniques used.
XX

RESOURCES
Please refer to the following resources for more information:
ASIC Information Sheet 203 Impairment of non-financial
assets: Materials for directors for more information
XX BDO IFRS in Practice – IAS 36 Impairment of Assets.
XX
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REVENUE RECOGNITION
Goods or services to be provided in future.
Multiple deliverables (goods and services).
TAX ACCOUNTING
Adequacy of tax expense.
Refer BDO’s article on uncertainty of income tax treatments
Whether probable that future taxable income is sufficient to enable recovery of
deferred tax assets.
CONSOLIDATION ACCOUNTING
Controlled entities not consolidated.
Failing to consolidate a loan securitisation arrangement.
BUSINESS COMBINATIONS
Business combination inappropriately accounted for as a ‘common control’
transaction.
EXPENSE DEFERRAL
Expenses capitalised as assets that should have been charged to profit or loss (i.e. do
not meet criteria for recognition as an asset).
Capitalising costs in anticipation of recovery under an insurance claim.
ESTIMATES AND ACCOUNTING POLICY JUDGEMENTS
Improve quality and completeness of disclosures.
Disclosure requirements are principles-based and should include information to enable
user to understand the judgements made and their effect, i.e. disclose:
Key assumptions
XX Reason for judgement
XX Alternative treatments and quantify impacts.
XX
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RECENT AGENDA DECISIONS OF THE IFRS
INTERPRETATIONS COMMITTEE
IFRS Interpretations Committee (Committee) agenda decisions are those issues that the Committee decided not to take onto its
agenda. Although not authoritative guidance, in practice they are regarded as being highly persuasive, and all entities reporting under
IFRS should be aware of these decisions because they could impact the way particular transactions and balances are accounted for.
At its January 2019 meeting, the IFRS Interpretations Committee (Committee) issued agenda decisions clarifying four issues which
are summarised briefly below. The Committee did not take these items on its agenda (i.e. to consider for an interpretation) because it
considers that principles and requirements in IFRS standards provide an adequate basis for accounting for these issues.
ISSUE 1: ACCOUNTING FOR DEPOSITS RELATING TO TAXES OTHER THAN INCOME TAXES
Fact pattern
Entity A has a dispute with a tax authority as to whether it is required to pay an amount of tax (i.e. not income tax).
The tax is not an income tax, so it is therefore not within the scope of IAS 12 Income Taxes. Any liability or contingent liability to pay
the tax instead falls within the scope of IAS 37 Provisions, Contingent Liabilities and Contingent Assets.
Entity A judges it probable that the entity will not be required to pay the tax, i.e. it is more likely than not that the dispute will be
resolved in Entity A’s favour.
Under IAS 37, Entity A discloses a contingent liability and does not recognise a liability. However, to avoid possible penalties, Entity A
deposits the disputed amount with the tax authority.
Upon resolution of the dispute, the tax authority will be required to either refund the tax deposit to Entity A (if the dispute is resolved
in Entity A’s favour), or use the deposit to settle the liability (if the dispute is resolved in the tax authority’s favour).
Question 1:
Does the tax deposit give rise to an asset, a contingent asset, or neither in the financial statements of Entity A?
Rationale for
agenda decision:

In accordance with IAS 8, paragraphs 10-11, the Committee referred to the definitions of an asset in the
Conceptual Framework for Financial Reporting (issued March 2018) and the previous Conceptual Framework
because, if the tax deposit was an asset, it may not be clearly within the scope of a particular standard, and
nor does IFRS deal with similar or related issues.
XX The Committee concluded that:
-- The right arising from the tax deposit meets the definition of an ‘asset’ in these frameworks because it
gives Entity A the right to obtain future economic benefits, either by receiving a cash refund, or by using
the payment to settle the tax liability
-- The nature of the tax deposit (i.e. whether voluntary or required) does not impact this assessment
-- The right is therefore not a contingent asset as defined in IAS 37 because it is an asset of Entity A, and
-- The tax deposit is an asset of Entity A when it makes the tax deposit to the tax authority.
XX

Conclusion:
The tax deposit is an asset of Entity A when it makes the tax deposit to the tax authority.
Question 2:
How should the tax deposit be recognised, measured, presented and disclosed in the financial statements of Entity A?
Rationale for
agenda decision:

In the absence of a standard that applies specifically to the tax deposit asset, IAS 8, paragraphs 10-11 are
applied to develop an appropriate accounting policy.
XX Entity A’s management would apply judgement to develop and apply a policy that results in information
that is relevant to the decision-making needs of users, and also reliable.
XX Issues that need to be addressed when developing a policy for the tax deposit may be similar to those that
arise for the recognition, measurement, presentation and disclosure for monetary assets. Management
would therefore refer to IFRS standards dealing with those issues for monetary assets (e.g. IFRS 9 Financial
Instruments, IFRS 7 Financial Instruments: Disclosures, etc.)
XX

Conclusion:
When applying IAS 8, paragraphs 10-11 to develop an appropriate accounting policy, Entity A would consider the recognition,
measurement, presentation and disclosure requirements for similar assets such as monetary assets, and refer to the relevant IFRS
standards dealing with monetary assets (i.e. IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclosures).
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ISSUE 2: REVENUE RECOGNITION BY A STOCK EXCHANGE FOR ADMISSION
AND LISTING SERVICES (IFRS 15 REVENUE FROM CONTRACTS WITH
CUSTOMERS)
Fact pattern
Stock Exchange provides listing services to Entity B.
Entity B is required to pay an upfront, non-refundable fee when it is admitted (admis‑
sion service), and then an ongoing listing fee.
The upfront fee relates to activities that Stock Exchange undertakes at, or near, con‑
tract inception, such as:
XX Performing due diligence for new applications
XX Reviewing the customer’s listing application (including assessing whether to accept
the application)
XX Issuing reference numbers and tickers for the new security
XX Processing the listing and admission to the market
XX Publishing the security on the order book, and
XX Issuing the dealing notice on the admission date.
Question: Is the promise by Stock Exchange to transfer an admission service
distinct from the ongoing listing service?
Rationale
for agenda
decision:

IFRS 15, paragraph 22 requires Stock Exchange to assess the
goods or services promised in a contract with Entity B (the
customer), and to identify as a separate performance obligation,
each promise to transfer a distinct good or service to Entity B
XX IFRS 15, paragraph BC87 notes that Stock Exchange must first
identify the promised goods or services in the contract, and then
determine how many performance obligations it has to Entity B
XX IFRS 15, paragraph 25 states that performance obligations do
not include activities that an entity must undertake to fulfil the
contract unless those activities transfer a good or service to
a customer
XX IFRS 15, paragraph B49 states that to identity performance
obligations when an entity receives an upfront, non-refundable
fee, the entity assesses whether the fee relates to the transfer of
promised goods or services. Even though the fee may relate to
activities the entity is required to undertake at or near contract
inception to fulfil the contract, these activities may not always
result in the transfer of a good or service to the customer.
Instead, the upfront fee could be an advance payment for future
goods and services
XX The Committee observed that:
-- The activities performed by Stock Exchange at or near
contract inception are required in order to transfer the
promised good/service (i.e. the listing service) to Entity B
-- However, Stock Exchange’s performance of these services
does not transfer a good or service to Entity B, and
-- The listing service transferred is the same on initial listing and
on all subsequent days that Entity B remains listed.
XX The Committee concluded that Stock Exchange therefore does
not promise to transfer any good or service to Entity B other
than the listing service.
XX

Conclusion:
Stock Exchange does not transfer a good/service to Entity B when it admits Entity B to
the Stock Exchange. These services are ‘setup costs’ or ‘mobilisation fees’ and do not
result in a good or service being transferred to Entity B. The only service provided by
Stock Exchange is the ongoing listing service.
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ISSUE 3: PARTIAL DISPOSAL OF AN INVESTMENT IN SUBSIDIARY ACCOUNTED
FOR AT COST (IAS 27 SEPARATE FINANCIAL STATEMENTS)
Fact pattern
Entity C has an investment in subsidiary which it measures at cost in its separate
financial statements as permitted by IAS 27, paragraph 10(a).
The investment is an equity instrument as defined in IAS 32 Financial Instruments:
Presentation.
Entity C subsequently disposes of part of its investment in subsidiary. As a result,
Entity C loses control but has neither significant influence nor joint control over
the investee.
IAS 27, paragraph 9 requires Entity C to apply all IFRS standards, except when
accounting for investments in subsidiaries, associates and joint ventures as permitted
by paragraph 10.
After the disposal, the investee is not a subsidiary, associate or joint venture.
Therefore, Entity C applies IFRS 9 for the first time to account for the remaining
interest in the investee.
Question 1:
Is the retained investment eligible for the presentation election under IFRS 9,
paragraph 4.1.4, i.e. to present subsequent changes in fair value in other
comprehensive income (OCI)?
Rationale for
agenda decision:

XX

The OCI presentation election in IFRS 9, paragraph 4.1.4
applies at initial recognition of an investment in an equity
instrument to an equity instrument that is not held for
trading. Assuming Entity C’s remaining investment is not
held for trading:
-- The investment is eligible for the OCI presentation
election, and
-- Entity C would need to make this election when it first
applies IFRS 9 to the retained interest, i.e. at the date it
loses control.

Conclusion:
Paragraph 4.1.4 of IFRS 9 would permit Entity C, on initial recognition (i.e. at date
of loss of control), to elect to measure the retained investment at fair value through
other comprehensive income (FVTOCI).
Question 2:
Does Entity C present the difference between the cost of the retained interest and its
fair value on the date of losing control in profit or loss or OCI?
Rationale for
agenda decision:

The difference between the cost of the retained interest and
its fair value on date of losing control meets the definition
of income or expenses in the Conceptual Framework for
Financial Reporting
XX Therefore, applying IAS 1 Presentation of Financial
Statements, paragraph 88, IAS 27, paragraph 9 requires
Entity C to recognise this difference in profit or loss. This is
regardless of whether Entity C elects the OCI presentation
option for the retained interest
XX This conclusion is consistent with the requirements of IAS
28 Investments in Associates and Joint Ventures, paragraph
22(b) and IAS 27, paragraph 11B, which deal with similar and
related issues.
XX

Conclusion:
Entity C presents this difference in profit or loss.
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ISSUE 4: STEP ACQUISITION OF AN INVESTMENT IN SUBSIDIARY ACCOUNTED FOR AT COST (IAS 27 SEPARATE
FINANCIAL STATEMENTS)
Fact pattern
Entity D measures its investments in subsidiaries at cost in its separate financial statements as permitted by IAS 27, paragraph 10(a).
Entity D has an investment in an equity instrument as defined in IAS 32 Financial Instruments: Presentation. The investment is neither
a subsidiary, associate nor joint venture, and is therefore accounted for under IFRS 9 (at fair value).
Entity D subsequently acquires an additional interest in the investee, which results in it obtaining control of the investee (i.e. the
investee becomes a subsidiary).
Question 1:
How should the cost of the investment in subsidiary be measured in Entity D’s separate financial statements? That is, should ‘cost’ be
determined as the sum of:
a. The fair value of the initial interest at date control is obtained of the subsidiary, plus consideration paid for the additional interest
(fair value as deemed cost approach), or
b. The consideration paid for the initial interest (original consideration), plus any consideration paid for the additional interest
(accumulated cost approach)?
Rationale for
agenda decision:

IAS 27 does not define ‘cost’, nor does it specify how an entity determines cost of an investment acquired
in stages
XX The two approaches outlined in the fact pattern above arise from different views of the step acquisition
approach, i.e. whether:
-- Entity D is exchanging its initial interest (plus consideration paid for the additional interest) for a
controlling interest in the investee, or
-- Entity D is purchasing the additional interest while retaining the initial interest.
XX A reasonable reading of the requirements in IFRS standards could result in the application of either one
of the two approaches outlined above. However, a consistent approach would then be applied to all step
acquisition transactions
XX The approach applied should be disclosed as required by IAS 1, paragraphs 117-124 (accounting policies,
estimates and judgements).
XX

Conclusion:
Both approaches are acceptable, but a consistent approach should be applied to all step acquisition transactions. The approach
applied should then be disclosed as a significant judgment (IAS 1, paragraph 122).
Question 2:
When applying the accumulation cost approach outlined in Question 1 above, how would Entity D account for the difference
between the fair value of the initial interest at the date of obtaining control of the subsidiary, and its original consideration?
Rationale for
agenda decision:

The difference between the fair value of the initial interest at the date of obtaining control of the subsidiary
and its original consideration meets the definition of income or expenses in the Conceptual Framework for
Financial Reporting.
XX Therefore, applying IAS 1 Presentation of Financial Statements, paragraph 88, Entity D recognise this
difference in profit or loss. This is regardless of whether Entity D had previously elected to present fair value
changes in OCI.
XX

Conclusion:
When applying the accumulation cost approach, Entity D recognises the difference in profit or loss.
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ONEROUS CONTRACTS
- PROPOSALS FOR
GUIDANCE ON
ACCOUNTING FOR
COSTS OF FULFILLING A
CONTRACT
The International Accounting Standards Board recently published
Exposure Draft ED/2018/2 Onerous Contracts – Costs of Fulfilling
a Contract (ED 287 in Australia) to clarify and provide guidance
on what is meant by ‘costs of fulfilling a contract’ when assessing
whether an onerous contract provision needs to be recognised
in accordance with IAS 37 Provisions, Contingent Liabilities and
Contingent Assets.
An onerous contract is a contract in which the unavoidable
costs of meeting the obligations under the contract exceed the
economic benefits expected to be received under it.
Definition of ‘onerous contract’ in IAS 37
The unavoidable costs reflect the least net cost of exiting the
contract, which is the lower of the costs to fulfil the contract
and any compensation/penalties arising from failing to fulfil
the contract.

LEAST NET COST OF
EXITING THE CONTRACT

LOWER OF:

COSTS OF FULFILLING THE
CONTRACT

COMPENSATION OR
PENALTIES

WHY THE NEED FOR CHANGE?
IAS 37 currently does not provide any guidance on what is meant
by costs of fulfilling a contract. Guidance previously contained in
IAS 11 Construction Contracts has now been withdrawn because
IAS 11 has been superseded by the new revenue standard, IFRS 15
Revenue from Contracts with Customers.
WHAT IS BEING PROPOSED?
The costs of fulfilling a contract should only comprise costs that
relate directly to the contract.
Examples of costs that relate directly to a contract include:
Direct labour – e.g. salaries and wages of employees who
manufacture and deliver the goods or provide the services
directly to the counterparty
XX Direct materials – e.g. supplies used in fulfilling the contract
XX Allocations of costs that relate directly to contract activities
– e.g. costs of contract management and supervision;
insurance; and depreciation of tools, equipment and rightof-use assets used in fulfilling the contract
XX Costs explicitly chargeable to the counterparty under the
contract, and
XX Other costs incurred only because an entity entered into the
contract – e.g. payments to subcontractors.
XX

The proposals also clarify that general and administrative costs
do not relate directly to a contract unless they are explicitly
chargeable to the counterparty under the contract.
APPLICATION DATE AND TRANSITION
While no application date is specifically noted in the ED (to
be determined when final amending standard is issued), it is
proposed that the new guidance will only apply to contracts
existing at the beginning of the annual period in which the entity
first applies the amendments (date of initial application), and
comparatives shall not be restated. This modified retrospective
transition approach will result in any adjustments being made
to the opening balance of retained earnings on the initial date
of application.
If for example, it is determined that the amendments will apply
to annual periods beginning on or after 1 January 2020, the date
of initial application is 1 January 2020. The additional guidance
regarding costs of fulfilling a contract would therefore be applied
to any contracts that exist at 1 January 2020. Any adjustments
will be made to retained earnings on 1 January 2020, and
comparatives will not be restated.
COMMENTS DUE
The Australian Accounting Standards Board is requesting
comments by 22 March 2019, and the International Accounting
Standards Board by 15 April 2019. We encourage any interested
parties to submit comments.
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DEFERRAL OF FAIR VALUE
REQUIREMENTS FOR PEPPERCORN
LEASES APPROVED BY AASB
The decision by the Australian Accounting Standards Board (AASB) in November 2018
to defer the requirements for not-for-profit entities to fair value their right-of-use
assets subject to peppercorn leases has now been officially approved.
AASB 2018-8 Amendments to Australian Accounting Standards – Right-of-Use Assets of
Not-for-Profit Entities amends AASB 16 Leases, paragraph Aus25.1, to provide a choice
to measure right-of-use assets subject to peppercorn leases at either cost or fair value.
Because of the complexity involved in determining fair value for these right-of-use
assets, we expect most not-for-profit lessees to adopt the ‘cost’ option when applying
the new income recognition standard, AASB 1058 Income of Not-for-Profit Entities from
1 January 2019.
MORE INFORMATION
For more information on background to these amendments, please refer to our
November 2018 and December 2018 Accounting News articles.

AASB APPROVES CHANGES TO
DEFINITIONS OF A ‘BUSINESS’ AND
‘MATERIAL’
To align with equivalent changes approved by the International Accounting Standards
Board in October 2018, the Australian Accounting Standards Board published
the following standards to amend the definitions of a ‘business’ and ‘material’ in
December 2018:
Amending standard

Purpose

AASB 2018-6 Amendments to
Australian Accounting Standards –
Definition of a Business

Clarifies the definition of a ‘business’ to
assist entities when determining whether
a transaction should be accounted for as a
business combination or an asset acquisition.

AASB 2018-7 Amendments to
Australian Accounting Standards –
Definition of Material

Clarifies the definition of what is ‘material’
to the financial statements, including adding
guidance and explanations to accompany the
definition.

MORE INFORMATION
Please refer to November 2018 Accounting News articles on the changes to the definition
of a ‘business’ and ‘material' for more information.
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BDO MONTHLY
WEBINARS – PLEASE
REGISTER FOR 2019
WEBINARS NOW
Are you interested in an easy way to stay up to date with
financial reporting and accounting standards which impact your
business?
We invite you to register for our 2019 BDO Financial
Reporting and Accounting standards live webinar series
(11am to 12pm Sydney AEDT or AEST).
2019 webinars are as follows:
Date

Topic

March 2019
April 2019

Practical issues when implementing IFRS 9
Practical issues when implementing AASB
1058
Accounting standards update: Getting ready
for 30 June 2019
Disclosing the impact of implementing IFRS
16
Disclosing the impact of implementing IFRS
15
Disclosing the impact of implementing IFRS
9
Disclosing the impact of implementing
AASB 1058
Lessons learned from implementing IFRS 15
Accounting standards update: Getting ready
for 31 December 2019
Lessons learned from implementing IFRS 16

May 2019
June 2019
July 2019
August 2019
September 2019
October 2019
November 2019
December 2019

NEW BDO RESOURCES
AND PUBLICATIONS
AUSTRALIAN RESOURCES
The IFRS Advisory section of our website includes training
materials on IFRS and other financial reporting issues including
the following webinars (one hour video recorded presentations
presented live on a monthly basis).
Recent webinars include:
Month

Topic

February 2019
January 2019
December 2018
November 2018

Practical Issues when Implementing IFRS 15
Practical issues when implementing IFRS 16
IFRS 16 – Problem Areas
Accounting Standards Update – Getting
Ready for December 2018
IFRS 16 – Risk Assessment
Transition to IFRS 16
IFRS 9 – Problem Areas
IFRS 9 – Risk Assessment
Transition to IFRS 9
Accounting Standards Update – Getting
Ready for June 2018
IFRS 15 – Problem Areas
IFRS 15 – Risk Assessment
Transition to IFRS 15
Triple Threat Accounting Standards – The
Wait is Over
The New AASB 9 Financial Instruments –
Hedging Requirements
Financial Reporting Update – Getting Ready
for 31 December 2017
The New AASB 16 – Recognition and
Measurement
The New AASB 16 – Identifying a Lease and
Determining the Lease term
The New AASB 15 – Determining and
Allocating the Transaction price to the
Performance Obligations
The New AASB 15 – Identifying the Contract
and the Separate Performance Obligations in
the Contract
Overview of the New IFRS 15 Revenue from
Contracts with Customers
Financial Reporting Update – Getting ready
for 30 June 2017
The new AASB 9 Financial Instruments –
Impairment requirements
The New AASB 9 Financial Instruments –
Classification and Measurement Requirements
The New AASB 1058 Income of Not-forProfit Entities
Overview of the New AASB 16 Leases

October 2018
September 2018
August 2018
July 2018
June 2018
May 2018
April 2018
March 2018
February 2018
January 2018
December 2017
November 2017
October 2017
September 2017
August 2017

July 2017

June 2017
May 2017
April 2017
March 2017
March 2017
February 2017
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FOR MORE INFORMATION
BDO GLOBAL RESOURCES

ADELAIDE

The IFRS section of our BDO Global website includes a range of publications on IFRS
issues such as:

PAUL GOSNOLD
Tel +61 8 7324 6049
paul.gosnold@bdo.com.au
BRISBANE
TIM KENDALL
Tel +61 7 3237 5948
timothy.kendall@bdo.com.au

IFRS AT A GLANCE

‘One page’ and short summaries of all IFRS standards.

CAIRNS
GREG MITCHELL
Tel +61 7 4046 0044
greg.mitchell@bdo.com.au

NEED TO KNOWS

Updates on major IASB projects and highlights practical implications of forthcoming
changes to accounting standards.

DARWIN
CASMEL TAZIWA
Tel +61 8 8981 7066
casmel.taziwa@bdo.com.au
HOBART

IFRS IN PRACTICE

Practical information about the application of key aspects of IFRS, including industry
specific guidance.
Our most recent IFRS in Practice include Applying IFRS 9 to Related Company Loans
in the Real Estate Sector, Applying IFRS 9 to Related Company Loans and an update of
previous versions on IFRS 9 Financial Instruments (issued May 2018), IFRS 15 Revenue
from Contracts with Customers (issued Feb 2018) and IFRS 16 Leases (issued Feb 2018).

DAVID PALMER
Tel +61 3 6324 2499
david.palmer@bdo.com.au
MELBOURNE
DAVID GARVEY
Tel: +61 3 9603 1732
david.garvey@bdo.com.au
NEW SOUTH WALES
GRANT SAXON
Tel: +61 2 9240 9976
grant.saxon@bdo.com.au

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.
Our most recent comment letters relate to IASB ED 2018/1 Accounting Policy Changes
– Proposed Amendments to IAS 8 and IASB ED 2017/5 Accounting Policies and Accounting
Estimates.

COMMENTS SOUGHT ON
EXPOSURE DRAFTS
At BDO, we provide comments locally to the Australian Accounting Standards Board
(AASB) and internationally to the International Accounting Standards Board (IASB).
We welcome any client comments on exposure drafts that are currently available for
comment. If you would like to provide any comments please contact Aletta Boshoff at
aletta.boshoff@bdo.com.au.
Document

Proposals

Comments due
to AASB by

Comments due
to IASB by

ED 287
Onerous
Contracts
– Costs of
Fulfilling a
Contract

Clarifies the meaning of ‘costs
of fulfilling a contract’ when
assessing whether an onerous
contract provision needs to be
recognised in accordance with
IAS 37 Provisions, Contingent
Liabilities and Contingent Assets.

22 March 2019

15 April 2019

PERTH
PHILLIP MURDOCH
Tel +61 8 6382 4716
phillip.murdoch@bdo.com.au
This publication has been carefully prepared, but it has
been written in general terms and should be seen as broad
guidance only. The publication cannot be relied upon to
cover specific situations and you should not act, or refrain
from acting, upon the information contained therein without
obtaining specific professional advice. Please contact the
BDO member firms in Australia to discuss these matters in
the context of your particular circumstances. BDO Australia
Ltd and each BDO member firm in Australia, their partners
and/or directors, employees and agents do not accept or
assume any liability or duty of care for any loss arising from
any action taken or not taken by anyone in reliance on the
information in this publication or for any decision based on it.
BDO refers to one or more of the independent member
firms of BDO International Ltd, a UK company limited by
guarantee. Each BDO member firm in Australia is a separate
legal entity and has no liability for another entity’s acts and
omissions. Liability limited by a scheme approved under
Professional Standards Legislation other than for the acts or
omissions of financial services licensees.
BDO is the brand name for the BDO network and for each of
the BDO member firms.
© 2019 BDO Australia Ltd. All rights reserved.

