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ACCOUNTING

NEWS
WHAT’S NEW FOR JUNE 2018
HALF-YEARS – NEW REVENUE
AND FINANCIAL INSTRUMENTS
STANDARDS ARE NOW ‘LIVE’
For entities reporting 30 June 2018 half-year results, the new revenue and financial
instruments standards, AASB 15 Revenue from Contracts with Customers, and AASB
9 Financial Instruments are now ‘live’. All your systems, processes, contracts and
bank covenants should, by now, have been updated to cater for any changes in the
pattern of your revenue and profit recognition.
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STATEMENTS?
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leases standards

First and foremost, by now you should be in a position to prepare your interim financial
statements using accounting policies in AASB 9 and AASB 15. ASIC has also indicated
in its Media Release (MR18-159) outlining its focus areas for 30 June 2018 financial
reporting surveillance that it will be reviewing a selection of 30 June 2018 half-year
financial reports, focussing on compliance with these new standards.

P17 IFRS 15 impacts for retailers
P18 IFRS 15 impacts for the construction industry
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2018 webinars now
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Recognise
and measure
according to
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Consider
additional
disclosures
from
AASB 9 & 15

AASB 134 DISCLOSURES
Interim financial statements are only intended to provide an update on the latest
complete set of annual financial statements, resulting in only minimum prescribed
disclosures in AASB 134. However, regarding the first-time adoption of these two new
standards, AASB 134 does require disclosure of the following:
Nature and effect of changes in
accounting policies
(AASB 134, paragraph 16A(a))

Disaggregation of revenue (AASB 15,
paragraph 114-115)

In this edition, we highlight key issues to consider
when preparing half-year and annual financial
statements at 30 June 2018.
We also summarise the AASB’s five proposals
outlined in its recent Consultation Paper to
resolve problems with special purpose financial
reporting in Australia because the definitions
in SAC 1 Definition of the Reporting Entity are
inconsistent with that in the IASB’s revised
Conceptual Framework which is to apply from
1 January 2020.
Lastly, mandatory application dates for the ‘triple
threat’ accounting standards are almost upon
us, and we highlight more of the complexities
associated with the ‘easy’ parts of the new
revenue and financial instruments standards.
We also showcase some other recent published
articles on these topics, including the impact of
the new revenue standard for retailers and the
construction industry, and also the impact of the
new standards on prospectuses.
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If accounting policies and methods of computation have changed
since the end of the last annual period, AASB 134, paragraph
16A(a) requires a description of the nature and effect of the
change. We would therefore expect to see as a minimum:
XX New accounting policy descriptions for financial instruments
and revenue (in plain English and specific to the entity) if these
have changed, and
XX Narrative disclosure about the impacts on the financial
statements.
AASB 134, paragraph 16A(l) also requires disclosure of revenue
from contracts with customers as required by AASB 15, paragraphs
114-115, i.e.:
XX Revenue by categories (applying the guidance in B87-B89), and
XX For entities including segment disclosures under AASB
8 Operating Segments, information to understand the
relationship between disaggregated revenue categories and
segment revenue.
Although AASB 134 does not specifically require disclosures
regarding changes in accounting policies resulting from adopting
new standards (refer AASB 108 Accounting Policies, Changes in
Accounting Estimates and Errors, paragraph 28), where there is a
material impact on balance sheet categories at 1 January 2018, as
well as on profit or loss going forward, and given the AASB 134,
paragraph 16A(a) requirement to disclose the ‘effect’ of changes in
policies, entities will need to consider the AASB 108, paragraph 28
requirements in determining what information to disclose about
first-time adoption of AASB 9 and AASB 15.
TRANSITION DISCLOSURES – AASB 9
In general, AASB 9 does not require restatement of comparatives,
with any adjustments arising on transition (1 January 2018) being
made via opening balances of retained earnings on this date.
The comparative balance sheet presented in June 2018 interim
financial statements is therefore the same as that presented in the
31 December 2017 annual report. On 1 January 2018:
Financial assets will be classified and measured using AASB 9
requirements, and
XX Impairment losses may increase to include the effect of
expected credit losses.
XX

AASB 7 Financial Instrument: Disclosures requires various detailed
transition disclosures (paragraphs 42I to 42S) in the ‘reporting
period’ that the entity first applies the AASB 9 requirements.
It is not clear whether ‘reporting period’ refers to the annual
period only, or includes the half-year. As such, entities should
apply judgement when determining if, and how much, transition
information is required.

Retrospective approach
If applying the retrospective approach, AASB 134, paragraph
16A(a) does require some disclosure about the effect of changes
in accounting policies in the half-year financial report. Entities
should apply judgement as to how much disclosure is appropriate,
and can refer to the following sources in making this assessment:
XX AASB 108, paragraph 28, and
XX AASB 15, paragraph C6 (information about practical expedients
used on transition).
It is not clear whether the AASB 15 transition disclosures
(paragraph C6) apply to the annual accounts, the interim
accounts, or both. Nevertheless, paragraph C6 may serve as a
useful source when determining the extent of disclosure about the
effect of changes required by AASB 134, paragraph 16A(a).
Modified retrospective approach
The modified retrospective approach for AASB 15 would have a
similar impact to entities applying AASB 9 for the first time, with
no restatement of comparatives, and all transition adjustments
processed on 1 January 2018.
To comply with the requirement to disclose the effect of any
changes in accounting policies for revenue recognition, entities
should refer to AASB 108, paragraph 28, as well as transition
disclosures outlined in AASB 15, paragraphs C6 and C8 (effectively
disclosing the current half-year results using the ‘old’ accounting
policies, including the impact on each line item).
ADDITIONAL DISCLOSURES ON AASB 9 AND AASB 15
AASB 15 and AASB 7 require extensive disclosures in the December
2018 annual financial statements that would not have been
presented at 31 December 2017. Preparers should apply judgement
to determine if any of these disclosures would be material for users
to understand the extent of the impact of the new revenue and
financial instrument policies in the half-year accounts.
WHAT ELSE IS NEW?
Not to be forgotten for 30 June 2018 half-years is the following
amending standards and interpretations that apply to annual
periods beginning on or after 1 January 2018:
AASB
STANDARD
NUMBER

STANDARD NAME

2016-5

Amendments to Australian Accounting
Standards – Classification and Measurement of
Share-based Payment Transactions

2017-1

Amendments to Australian Accounting
Standards – Transfers of Investment Property,
Annual Improvements 2014-2016 Cycle and
Other Amendments

Interpretation
22

Foreign Currency Transactions and Advance
Consideration

TRANSITION DISCLOSURES – AASB 15
AASB 15 permits either of the following approaches on first-time
adoption of AASB 15:
Full retrospective restatement where comparatives are
restated for the half-year ended 30 June 2017, including the
balance sheet at 31 December 2017, or
XX Modified retrospective approach, where comparatives are not
restated and adjustments on first-time adoption are made via
opening balances of retained earnings on 1 January 2018.
XX

Please refer to Table B of our recently issued Financial Reporting
Standards Update document for more information on these
amendments.
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WHAT’S NEW FOR 30 JUNE 2018
ANNUAL REPORTS?
GOOD NEWS
For annual reporters, the good news is that there are only minor changes to accounting
standards (refer table below), and these are unlikely to have a material impact on
measurement and disclosures in your June 2018 annual financial reports.
AASB
STANDARD NAME
STANDARD
NUMBER

MAIN CHANGE

General
2016-1

Amendments to Australian
Accounting Standards –
Recognition of Deferred
Tax Assets for Unrealised
Tax Losses

Where the fair value on a fixed rate debt
instrument to be held to maturity has
decreased because of an increase in
market interest rates, deferred tax assets
must be recognised for the deductible
temporary difference between the fair
value and tax base, even though the
instrument is not deemed to be impaired.

2016-2

Amendments to Australian
Accounting Standards
– Disclosure Initiative:
Amendments to AASB 107

More disclosure is required about changes
in financing liabilities arising from cash
flow and non-cash flow items. These
disclosures are required for general purpose
and special purpose financial statements
but not for RDR.
See example below

2017-2

Amendments to
Australian Accounting
Standards – Further Annual
Improvements 2014-2016
Cycle

Clarifies that if an investment in a
subsidiary, associate or joint venture is
classified as held for sale, all disclosures
in AASB 12 Disclosure of Interests in Other
Entities apply except for paragraphs
B10-B16.

Not-for-profit entities (NFPs)
2016-4

Amendments to Australian
Accounting Standards –
Recoverable Amount of
Non-Cash-Generating
Specialised Assets of Notfor-Profit Entities

Simplifies the impairment testing
requirements for not-for-profit entities
measuring specialised non-cash
generating assets using the fair value
model (i.e. cost approach).

Making Materiality
Judgements

Provides practical guidance for directors,
trustees and preparers of financial
statements when making judgements
about what is material to the financial
statements. Additional Australian
information paragraphs have been
inserted for NFPs.

Materiality
Practice
Statement 2
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Example disclosure for changes in financing liabilities
AASB 2016-2 introduces new disclosures into AASB 107 Statement of Cash Flows which require information about changes in financing
liabilities arising from cash flow and non-cash flow items. An example of how such disclosure could be presented is shown below:
NON-CASH CHANGES
2017

CASH FLOWS

ACQUISITION

FOREIGN
EXCHANGE
MOVEMENT

FAIR VALUE
CHANGES

2018

$

$

$

$

$

$

Long-term
borrowings

22,000

(1,000)

-

-

-

21,000

Short-term
borrowings

10,000

(500)

-

200

-

9,700

Lease liabilities

4,000

(800)

300

-

-

3,500

Assets held to
hedge long-term
borrowings

(675)

150

-

-

(25)

(550)

35,325

(2,150)

300

200

(25)

33,650

Total liabilities
from financing
liabilities

Please refer to Table A in our recently issued Financial Reporting Standards Update document for more information on
these amendments.
BAD NEWS
The bad news is that there are several other issues lurking in the background that need to be considered when preparing your June 2018
annual reports. These include:
XX Whether the entity qualifies for a reduction in tax rates available to small businesses, and any flow on effects when measuring current
and deferred tax assets and liabilities
XX For significant global entities, the type of financial statements that need to be prepared
XX Ensuring the impact of new accounting standards and interpretations have been adequately disclosed, and
XX Ensuring deferred tax liabilities have been recognised on indefinite-lived intangibles acquired as part of a business combination.
The impact of these is discussed briefly below.
REDUCTION IN TAX RATES FOR SMALL BUSINESSES
For small businesses, a reduction in tax rate is always good news, but this means more work recalculating current and deferred tax asset
and liability balances based on the new tax rates.
The Treasury Laws Amendment (Enterprise Tax Plan) Act 2017 (Act) reduces the company tax rate to 27.5% for smaller companies carrying
on a business where aggregate turnover* does not exceed:
XX $25 million for the income tax year ending 30 June 2018
XX $50 million for the income tax year ending 30 June 2019.
*Aggregate turnover includes turnover of connected entities (including parent companies, subsidiary companies and sister subsidiary companies)
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Entities meeting these turnover thresholds need to ensure that current and deferred
taxes are calculated using the appropriate tax rate.
While some entities may not yet qualify for a reduction in tax rates, for example,
because turnover currently sits between $25 and $50 million, they may qualify in 2019
when the threshold increases to $50 million. In such cases, while there is no change to
the tax rate used to calculate current tax in 2018, there will be changes to deferred
tax calculations because these will be recovered or settled at the reduced 2019 tax
rate. Please refer to Accounting News article, May 2017, for a worked example.
Entities should also be mindful that the Treasury Laws Amendment (Enterprise Tax Plan
Base Rate Entities) Bill 2018 (awaiting Senate approval at time of writing) proposes to
clarify that for 30 June 2018 tax years and beyond, the lower tax rate will only apply if no
more than 80% of the entity’s assessable income is from passive income (passive income
test). At time of writing, this amendment had not been substantively enacted because
it had not been approved by the Senate. The passive income test need only be considered
in assessing whether an entity is eligible for the reduced 27.5% tax rate at 30 June 2018 if
the change is substantively enacted by 30 June 2018.
SIGNIFICANT GLOBAL ENTITIES (SGES)
Australian entities are SGEs when they are part of a group with worldwide consolidated
accounting revenue of A$1 billion or more. SGEs now must lodge general purpose
financial statements (GPFS) with the ATO together with the annual tax return. These can
be prepared using the Reduced Disclosure Requirements (RDR) and it is recommended
(but not legislated) that they be audited.
The ATO has issued fairly complex guidance on which Accounting Standards to apply
when preparing GPFS for SGEs. In most cases, Australian Accounting Standards must
be used, but in some rarer situations, for example, non-statutory entities, commercially
accepted accounting principles (CAAP) are acceptable. The ATO guidance notes that IFRS
and US GAAP would constitute CAAP, but other frameworks would need to be assessed
on a case-by-case basis.
No more transitional concessions
For years ending 30 June 2017, SGEs may have taken advantage of the transitional
concessions and lodged the global parent’s consolidated financial statements (applying
overseas GAAP), rather than the financial statements referring to the Australian group
(refer December 2017 Accounting News article). These transitional concessions have
now expired, and except in limited circumstances, SGEs will need to submit GPFS for the
Australian group.
Entities likely to be impacted
Entities likely to be impacted the most by these changes are those that currently do not
lodge GPFS with ASIC to meet their Corporations Act reporting obligations, e.g.:
XX Small proprietary companies with no Corporations Act reporting responsibilities
XX ‘Grandfathered’ large proprietary companies not lodging financial reports with
ASIC, and
XX Large proprietary companies and unlisted public companies lodging special purpose
financial statements (SPFS) with ASIC.
Please read our October 2017 and December 2017 Accounting News articles for
more information.
IMPACT OF NEW ACCOUNTING STANDARDS AND INTERPRETATIONS - DON’T
FORGET THE ‘TRIPLE THREAT’ ON THE HORIZON – THREE NEW ACCOUNTING
STANDARDS IN THE NEXT TWO YEARS AS WELL AS ONE INTERPRETATION
Although they will not impact June 2018 financial reports, there are a number of new
standards and interpretations that will apply in the next two years, and the impact that
they will have on reported results and financial position once adopted must be disclosed
in 30 June 2018 financial statements.

6

ACCOUNTING NEWS

AASB 9
Financial
Instruments

AASB 15
Revenue from
Contracts with
Customers

Interpretation
23 Uncertainty
AASB 16 Leases
over Income Tax
Treatments

Simple example

From 1 July 2018

From 1 July 2019

During the current financial year, Company A purchased
Company B’s business, including all of its operations, stores
and brand names which it intends to use. This transaction
meets the definition of a business combination under AASB 3
Business Combinations.
As part of the purchase price allocation, brand names are assigned
a fair value of $500 million.
The carrying amount of the brand name in the books of Company
B (acquiree) is NIL.
The tax base of the brand name is NIL if used, and $500 million
if sold.

When an entity has not applied a new IFRS that has been
issued but is not yet effective, the entity shall disclose:
a. this fact; and
b. known or reasonably estimable information relevant
to assessing the possible impact that application of the
new IFRS will have on the entity’s financial statements
in the period of initial application.
AASB 108, paragraph 30
In its latest media release of focus areas for its financial reporting
surveillance program on June 2018 financial reports, ASIC’s
expectation seems to be that particularly for AASB 9 and 15,
entities should be in a position to quantity the impacts at
30 June 2018 because this is the latest possible transition date,
and therefore entities should be running ‘live’ with their new
accounting policies from 1 July 2018.
Please refer to Table B in our recently issued Financial Reporting
Standards Update document for more information on these
upcoming changes.
CALCULATION OF DEFERRED TAX ON AN INDEFINITE LIFE
INTANGIBLE ASSET
At its November 2016 meeting, the IFRS Interpretations
Committee clarified, for the purpose of calculating deferred tax,
how an entity should determine the expected manner of recovery
of an intangible asset that has an indefinite useful life. Diversity
exists in practice on how entities account for this deferred tax
liability (DTL).
As part of the Committee’s analysis of this issue, it noted that
the existing guidance in IFRS is clear that the deferred tax on an
intangible asset with an indefinite life should be calculated based
on how the entity expects to recover the asset, i.e. either through
use or through sale. That is, an entity cannot automatically
assume that the intangible asset will be recovered through sale
(and therefore no DTL recognised).

The brand names are considered to have an indefinite life under
AASB 138 Intangible Assets.
Company A has a 30 June 2018 year end.
Company A should recognise a DTL for the brand name because
there is no exemption in AASB 112 Income Taxes for recognising
DTLs that arise from assessable temporary differences on a
business combination. If Company A had not recognised the
DTL for the brand name that will be recovered through use, then
the journal entry to record the deferred tax liability would be
(assuming goodwill is not impaired):
$

Dr Goodwill

$

$150 million

Cr Deferred tax liability

$150 million

30% of ($500 million less NIL tax base)
However, if Company A intended to hold the business short
term, and then sell the business and brand name, it should
instead recognise the DTL using the tax base on sale of the asset,
i.e. $500 million.
NOT-FOR-PROFIT ENTITIES (NFPS)
While the new financial instruments standard also applies to NFPs
from 1 January 2018, it should be noted that the new revenue
and leases standards only apply to NFPs from 1 January 2019.
In particular, the application date for the revenue standard,
AASB 15, was deferred to align with the 1 January 2019 effective
date for the new income recognition standard for not-for-profit
entities, AASB 1058 Income of Not-for-Profit Entities. NFPs with
June year ends will therefore apply the new financial instrument
standard from 1 July 2018 and the new revenue and leases
standard from 1 July 2019.
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DISCLOSING THE
IMPACT OF NEW
ACCOUNTING
STANDARDS IS TOP OF
ASIC’S FOCUS AREAS
FOR ITS 30 JUNE 2018
FINANCIAL REPORTING
SURVEILLANCE
PROGRAM
On 31 May 2018, the Australian Securities and Investments
Commission (ASIC) issued Media Release MR18-159 which
outlines its focus areas for its 30 June 2018 financial reporting
surveillance program, and also calls on directors and preparers
to pay more serious attention to disclosing the impact of new
standards in June 2018 financial reports.
While the seven focus areas are essentially the same, and almost
identically worded in its December 2017 media release of focus
areas (MR17-423), discussion on the impact of new standards
has been bumped up from the bottom of the list in 2017 (at
number seven) to the top of the list in 2018 (number one!). While
the media release does not rank the focus areas in order
of importance, it is nevertheless interesting to note that the
previous one paragraph discussion in 2017 has been considerably
expanded to almost a page and a half, highlighting the priority
ASIC is likely to assign to these disclosures when conducting their
surveillance on June 2018 annual reports.
IMPACTS OF NEW STANDARDS
Most entities will be impacted in some way by the new revenue
standard, AASB 15 Revenue from Contracts with Customers, the
new financial instruments standard, AASB 9 Financial Instruments
and the new leases standard, AASB 16 Leases. However, ASIC will
also be looking to see disclosure of impacts for:
XX Companies to which the new insurance standard will apply
(AASB 17 Insurance Contracts)
XX Accounting policies formulated using the conceptual
framework that may change because definitions and
recognition criteria in the revised Conceptual Framework
for Financial Reporting (applicable from 1 January 2020)
have changed.

Key messages stressed in the media release include:
XX

There is a requirement to disclose the impact of new
standards in the notes to the financial statements ahead of
the operative date for the standards.

XX

Companies that have not already done so should determine
the extent of the impacts (i.e. be able to quantify the
impact) as these could have a flow on effect to financial
covenants, tax liabilities, dividend policy and remuneration
schemes, and may require new systems and processes.

XX

It is reasonable for the market to expect that companies
will be able to quantity the impact of the new standards,
particularly for revenue, financial instruments and leases.

XX

Particularly for revenue and financial instruments, June 2018
results will be finalised part way through the first ‘live’ year
for these standards, and any forecasts disclosed to the
market for 2019 should be consistent with the accounting
basis required by the new standards. The same principle
would apply if the new leases standard will be adopted
using the full retrospective method to restate comparatives
for the 2018 year.

XX

Directors and preparers should be mindful of their legal
obligations, including the requirement to keep financial
records that correctly record and explain their transactions
and financial position and performance, and that would
enable true and fair financial statements to be prepared
and audited.

XX

Investor and market confidence in an entity improves if the
entity implements the new standards in a timely manner
and discloses the impacts publicly.

XX

Directors and preparers should consider any continuous
disclosure obligations and the need to keep the market
informed, as well as the impact on any fundraising and other
transaction documents.

OTHER FOCUS AREAS
The six other focus areas noted in MR18-159 are:
XX Impairment testing and asset values (many media releases
‘naming and shaming’ still relate to impairment write-downs)
XX Revenue recognition policies
XX Expense deferral
XX Off-balance sheet arrangements
XX Tax accounting
XX Disclosure of key estimates and accounting policy judgements.
At noted earlier in this article, these are virtually identical to the
December 2017 media release, with the only additional comment
of substance relating to impairment testing and not using royalty
relief or an earnings multiple model unless they are sufficiently
reliable, and market-based assumptions are available that are
specific to the company’s assets and circumstances.
Please refer to MR18-159 for a detailed discussion on these
focus areas.
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AASB ISSUES
CONSULTATION PAPER
WITH RESPECT TO THE
FUTURE OF SPECIAL
PURPOSE FINANCIAL
REPORTING
As noted in our April Accounting News article, Days are
numbered for special purpose financial statements in Australia,
the publication in March 2018 by the International Accounting
Standards Board (IASB) of the revised Conceptual Framework is
likely to signal the end of special purpose financial statements
(SPFS) for entities required to prepare financial statements
applying Australian Accounting Standards.
Entities currently preparing SPFS should take note that these
are likely to be phased out in the next few years, particularly
if lodged with the Australian Securities and Investments
Commission (ASIC) under Part 2M.3 of the Corporations Act
2001 or Part 3-2 of the Australian Charities and Not-for-profits
Commission Act 2012. This means that in future, parent entities
will be required to prepare and lodge consolidated financial
statements with ASIC or the ACNC.
In order for Australian Accounting Standards to remain IFRS
compliant for periods commencing on or after 1 January 2020,
the Australian Accounting Standards Board (AASB) will need to
adopt this revised Conceptual Framework, and in doing so, will
also need to withdraw SAC 1 Definition of the Reporting Entity
because its use of the term ‘reporting entity’ is not consistent
with the definition of ‘reporting entity’ in the revised Conceptual
Framework. Other Australian Accounting Standards will also need
to be amended to remove references to ‘reporting entity’.

SAC 1

Revised Conceptual
Framework

Reporting entities are all entities
(including economic entities) in respect
of which it is reasonable to expect the
existence of users dependent on
general purpose financial reports
for information which will be useful
to them for making and evaluating
decisions about the allocation of
scarce resources.

An entity that is
required, or chooses,
to prepare financial
statements.

SAC 1, paragraph 40

Definition of
‘reporting entity’,
paragraph 3.10

IMPLICATIONS FOR ENTITIES CURRENTLY PREPARING
SPECIAL PURPOSE FINANCIAL REPORTS
Under existing Australian financial reporting frameworks, once
SAC 1 is withdrawn, non-reporting entities (i.e. entities that are
not ‘reporting entities' under SAC 1) complying with ‘Australian
Accounting Standards’ will need to:
XX Apply all recognition and measurement requirements in
Australian Accounting Standards
XX Prepare general purpose financial statements – either Tier 1
(full GPFS) or Tier 2 reduced disclosures (RDR)
XX Prepare consolidated financial statements if they are a
parent entity
XX Disclose perceived ‘sensitive’ information such as related party
transactions, and
XX Include many additional disclosures to comply with Tier 2 RDR
or full GPFS.
However, if there is no requirement to comply with ‘Australian
Accounting Standards’ then there would be scope to prepare SPFS
in their current form.
WHY THE NEED FOR A CONSULTATION PAPER?
Given that 1 January 2020 (commencement date for Conceptual
Framework) is just over 18 months away, the AASB is aware that:
XX Many entities may not have the resources to ‘step up’ their
financial statements from special purpose to general purpose,
including for some entities, also having to prepare consolidated
financial statements, and
XX An additional general purpose framework (alternative Tier 2
GPFS framework) may be needed.
On 14 May 2018, the AASB therefore published Invitation to
Comment (ITC) 39 Applying the IASB’s Revised Conceptual
Framework and Solving the Reporting Entity and Special Purpose
Financial Statement Problems which proposes potential solutions
to solve the problems discussed above.
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FIVE POTENTIAL APPROACHES
The AASB has considered five potential solutions as follows:
OPTION
One

PROPOSALS
Two-phased approach to applying the IASB’s revised Conceptual
Framework:
Short term (Phase 1)

COMMENTS
This is the AASB’s preferred approach
because only one framework will be
applied in the long-term, i.e. the revised
Conceptual Framework.

Maintain IFRS compliance for ‘publicly accountable’ entities and entities
AASB is proposing actions to mitigate the
voluntarily claiming IFRS compliance
additional reporting burden for entities
Medium term (Phase 2)
currently preparing SPFS, including:
Maintain IFRS as a base by removing the Australian reporting entity
concept, withdrawing SAC 1, and removing SPFS from Australian
Accounting Standards.
Also revise the Tier 2 general purpose reporting framework in AASB
1053 Application of Tiers of Australian Accounting Standards to be either:
XX Reduced disclosures (RDR), or
XX Specified disclosure requirements (SDR) including consolidation and
equity accounting and compliance with all disclosures in:
-- AASB 101 Presentation of Financial Statements
-- AASB 107 Statement of Cash Flows
-- AASB 108 Accounting Policies, Changes in Accounting Estimates
and Errors
-- AASB 1048 Interpretation of Standards
-- AASB 1054 Australian Additional Disclosures
-- AASB 15 Revenue from Contracts with Customers
-- AASB 124 Related Party Disclosures
-- AASB 136 Impairment of Assets
-- AASB 112 Income Taxes.
Two

Operate with two Conceptual Frameworks:
Apply the IASB’s revised Conceptual Framework to some entities in
order to maintain IFRS compliance, and
XX Retain the existing Framework for others (i.e. retain the Australian
reporting entity concept and SPFS for others).
XX

A new Tier 2 SDR framework to replace the
current RDR framework, which will have
fewer disclosures from only 9 standards
XX Transitional relief for entities having to
apply consolidation and equity accounting
XX Possible staggered Phase 2
implementation.
XX

ITC 39, Appendix B illustrates how the
Application paragraphs in AASB 1057
Application of Australian Accounting Standards
would be amended.

Applying this approach would result in
having two Frameworks, a position the AASB
considers untenable.
It would also result in SPFS not complying
with Australian Accounting Standards, but
would provide regulators more time to
determine which entities need to comply
with Australian Accounting Standards.

Three

All entities to apply the IASB’s revised Conceptual Framework when it first This option would not give entities currently
becomes applicable to maintain IFRS compliance and IFRS as a base.
preparing SPFS much time to upgrade
to, as a minimum, GPFS – RDR, including
Also remove the Australian reporting entity concept and SPFS by
consolidation & equity accounting.
1 January 2020.

Four

Do nothing and lose IFRS compliance.
Retain the existing Framework (i.e. retain the Australian reporting entity
concept and SPFS).

Five

All entities to apply the IASB’s revised Conceptual Framework when it
first becomes applicable (1 January 2020) to maintain IFRS compliance
and IFRS as a base.
By 1 January 2020, also:
Change the name of the Australian reporting entity concept, and
XX Prescribe minimum requirements for SPFS (i.e. retain the selfassessment mechanism and SPFS but set minimum requirements for
SPFS), such as SDR as discussed in Option One above.
XX

Entities preparing full GPFS (Tier 1) would not
be IFRS compliant.
The SPFS problem would be resolved because
although entities could still self-assess as a
non-GPFS reporter, the extent of disclosures
required (e.g. SDR) would be mandated.
However, many entities currently preparing
SPFS may not have sufficient time to prepare
themselves for the new requirements by
1 January 2020.

It should be noted that no changes are proposed to the lodgement relief currently available to ‘grandfathered’ large proprietary companies.
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AASB’S PREFERRED APPROACH
The AASB’s preferred approach is Option One above, largely because it facilitates having only one Framework in the long-term for all
entities required to prepare financial statements using Australian Accounting Standards.
Interestingly, this approach is also proposing a different Tier 2 disclosure framework, Specified Disclosure Requirements (SDR), to
possibly replace the current RDR framework. It appears that SDR will include disclosures from only nine standards (whereas currently
RDR includes disclosures scattered amongst all standards), but that all disclosure requirements in those nine standards would apply.
New disclosures in SDR currently not included for SPFS would include:
XX Related party disclosures (AASB 124)
XX Revenue (AASB 15)
XX Impairment of assets (AASB 136), and
XX Income tax (AASB 112).
The table below is an extract from the Consultation paper, illustrating the impacts for different types of for-profit entities under Option One:
SHORT-TERM
APPROACH

MEDIUM-TERM APPROACH

ALTERNATIVE 1: RDR
FOR PROFIT-ENTITIES (RCF = REVISED CONCEPTUAL FRAMEWORK)
Publicly accountable entities (Tier 1 GPFS) RCF - no impact N/A
Entities voluntarily adopting full IFRS
Reporting entities preparing GPFS – RDR N/A – no
change
Non-reporting entities preparing SPFS
N/A – no
(ASIC Regulatory Guide 85 compliant that change
are consolidating and equity accounting
(or single entity that is RG 85 compliant)
Non-reporting entities preparing SPFS,
N/A – no
RG 85 compliant only (i.e. are not
change
consolidating or equity accounting)
Non-reporting entities preparing SPFS
(non‑RG 85 compliant)

N/A – no
change

ALTERNATIVE 2: SDR
N/A

RCF - no other impact

RCF  disclosures

RCF

RCF

 disclosures to RDR

 disclosures (4 additional
standards)

RCF

RCF

 disclosures to RDR, plus

 disclosures (4 standards), plus
consolidation & equity accounting
consolidation & equity accounting
RCF – other changes depend on
RCF – other changes depend on
specific SPFS selections
specific SPFS selections
 to full recognition & measurement  to full recognition & measurement
 disclosures to RDR, plus
 d isclosures (9 standards), plus
consolidation & equity accounting

consolidation & equity accounting

Note that similar trends emerge for not-for-profit entities. Those currently preparing Tier 1 or Tier 2 (RDR) GPFS would not be impacted by proposed
Option one. SPFS stepping up to Alternative 1: RDR would require additional disclosures whereas those stepping up to Alternative 2: SDR would
only require disclosures from four additional standards. In all cases, SPFS would also require consolidation and equity accounting, if appropriate.
COMMENTS SOUGHT
Phase 1
For the first phase of this project, the AASB is seeking comments by 9 August 2018 on whether respondents agree with the shortterm approach (including Appendix A), which proposes adopting the revised Conceptual Framework in the short-term for ‘publicly
accountable’ entities. This includes making amendments to the definition of ‘public accountability’ in AASB 1053 (i.e. by providing more
guidance on what is meant by holding assets in a fiduciary capacity).
Phase 2
For the second phase of this project, the AASB is seeking comment on specific questions relating to changes to special purpose reporting by
9 November 2018, including on matters such as:
XX Which general purpose Tier 2 alternative do you prefer, i.e. RDR or the new SDR proposal (including disclosures from nine accounting
standards rather than just five)?
XX Should there be only one Tier 2 alternative?
XX Do you have any other suggestions for Tier 2 alternatives?
XX Do you agree with AASB’s decision not to make IFRS for SMEs available for use in Australia as a Tier 2 alternative?
XX When entities prepare general purpose Tier 2 for the first time, what additional transitional relief should be available in addition to
what is currently available in AASB 1?
XX What concerns do you have about consolidating subsidiaries and equity accounting associates and joint ventures, and what
transitional relief should apply?
We highly recommend interested parties to make their own submissions on the proposals in this Consultation Paper. Alternatively,
please contact Aletta Boshoff if you have any comments.
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ACCOUNTING FOR REVENUE
UNDER IFRS 15 – THE
COMPLEXITY OF CONTRACT
MODIFICATIONS
In our April 2018 edition of Accounting News we discussed the five step model for
revenue recognition introduced by IFRS 15 Revenue from Contracts with Customers
(IFRS 15):
STEP 1

Identify the contract(s) with the customer

STEP 2

Identify the performance obligations in the contract

STEP 3

Determine the transaction price

STEP 4

Allocate the transaction price to the performance obligations

STEP 5

Recognise revenue when a performance obligation is satisfied

In our May 2018 edition we then examined the first step in greater depth and identified
three potential difficulties that can arise in relation to that step:
XX Determining whether a contract exists
XX Deciding whether multiple contracts need to be combined, and
XX Determining how to account for a modification of a contract.
We addressed the first two of these three issues in our May 2018 article and this month
we address the third of these potential difficulties.
DETERMINING HOW TO ACCOUNT FOR A MODIFICATION OF A CONTRACT
Contract modifications are changes in the scope and/or price of an existing contract (i.e.
they create new, or amend existing, enforceable rights and obligations).
There are three possible outcomes when a contract is modified:
XX The modification is accounted for as a separate contract
XX The modification is accounted for as a termination of the original contract and the
issue of a new contract, or
XX The modification is accounted for as a change to the existing contract.
These are illustrated on the decision tree below:

ARE THE
ADDITIONAL
GOODS/SERVICES
PROVIDED
DISTINCT?

NO

YES

DOES PRICE
REFLECT
STANDALONE
SELLING PRICE
OF ADDITIONAL
GOODS/
SERVICES?
NO

CONTINUATION
TREAT AS PART
OF ORIGINAL
CONTRACT
- ADJUST REVENUE
RECOGNISED TO
DATE

TERMINATION
REPLACE
ORIGINAL
CONTRACT WITH
NEW CONTRACT

YES

SEPARATE
CONTRACT
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A contract modification is only accounted for as a separate
contract if there is both:
XX A change in scope where the additional goods or services
provided are distinct, and
XX An increase in total contract price which reflects the
standalone selling price of the additional goods or services.
However, if the additional goods or services are distinct, but
the increase in contract price does not reflect the standalone
selling price of the additional goods or services, the modification
is accounted for as a termination of the existing contract and the
issue of a new one.
Where the additional goods or services provided are not distinct,
the modification is accounted for as a change to the existing
contract (i.e. a continuation), and there will be an adjustment to
revenue recognised at the modification date.

Answer
Using the above decision tree:
XX The additional 3,000 1kg bags of apples to be supplied as part
of the modified contract are distinct, and
XX The price to be charged for the additional 3,000 1kg bags of
apples reflects of the standalone selling price of the additional
goods to be provided.
Therefore, the agreement for the additional 3,000 1kg bags of
apples is accounted for as a separate contract.
This means that when the next 2,000 1kg bags of apples are sold,
the sale comes from the original contract (because at the date of
contract modification there were still 6,000 1kg bags of apples to
be sold under the original contract) and the journal entry is:
$

The examples below illustrate the accounting for these three
types of modifications.

Dr Cash

EXAMPLE 1 (SEPARATE CONTRACT)

For 2,000 bags at $1/bag

Company A enters into a contract to sell 14,000kg of apples to a
customer for $14,000 ($1.00/kg).
The apples are packaged in 1kg plastic bags (with each bag being
distinct) and are transferred to the customer over a seven-week
period.
Company A recognises revenue after each delivery (based on the
number of 1kg bags delivered).
After Company A has transferred 8,000 1kg bags of apples to
the customer, the contract is modified to require the delivery
of an additional 3,000 1kg bags of the same variety of apples to
the customer (i.e. there will now be a total of 17,000 1kg bags of
apples delivered to the customer and 9,000 of those bags have
not yet been delivered).
The price for each additional 1kg bag will be $0.95, which reflects
the standalone selling price of the products at the time of the
contract modification.
Question
How should Company A account for the sale of the next 2,000
1kg bags of apples to its customer?

$

$2,000

Cr Revenue

$2,000

EXAMPLE 2 (TERMINATION OF ORIGINAL CONTRACT)
Same facts as for Example 1 except that the price for each
additional 1kg bag will be $0.80, which does not reflect the
standalone selling price of the apples at the time of the contract
modification.
Question
How should Company A account for the sale of the next 2,000
1kg bags of apples to its customer?
Answer
In this scenario:
XX The additional 3,000 1kg bags of apples to be supplied as part
of the modified contract are distinct, and
XX The price to be charged for the additional 3,000 1kg bags of
apples does not reflect the standalone selling price of the
additional goods to be provided.
Therefore, the agreement for the additional 3,000 1kg bags of
apples is accounted for as a termination of the original contract
and a creation of a new contract.
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On that basis, as 8,000kg have already been sold under the
original contract, the remaining sales under the two contracts
will be:
CONTRACT

AMOUNT
TO SELL
(1kg bags of
apples)

PRICE/BAG

TOTAL

6,000

$1.00

$6,000

New

3,000

$0.80

$2,400

Total

9,000

$0.93

$8,400

The amount of revenue that will be recognised for each bag sold
after the contract modification is $0.93 ($8,400/9,000 bags).
However, the amount that the customer will pay for each bag sold
after the contract modification will be based on the contractual
terms, i.e.:
XX For the first 6,000 bags sold, the customer will pay $1/bag
(per the terms of the original contract - at the time of contract
modification, 6,000 bags of the original 14,000 bags had not
been sold)
XX For the final 3,000 bags sold, the customer will pay
$0.80/bag (per the terms of the modified contract for the
additional products).
When an additional 2,000 bags are sold, the journal entry is:
Dr Cash

How should this contract modification be accounted for?
Answer
The modified kitchen does not represent a good or service that is
distinct so Construction Co needs to continue the contract and adjust
revenue recognised to date via a cumulative catch up adjustment.

Original

$

Question

Total costs incurred to date

$150,000 (50% x $300,000)

Updated total expected costs

$350,000 ($300,000 +
$50,000)

New % of completion

42.86% ($150,000/$350,000)

Revenue recognised based on
modified contract

$257,143 ($600,000 x 42.86%)

Revenue recognised to date

$250,000 ($500,000 x 50%)

Cumulative catch-up adjustment.

$7,143 ($257,143 – $250,000)

The following journal entry will be processed by Construction Co
on 1 January 2020:
$

Dr Trade receivable

(2,000 bags at $1/bag
received from the customer)

Cr Revenue

$1,860

(2,000 bags at $0.93/bag)

Cr Revenue
received in
advance

$140

(balancing figure)

EXAMPLE 3 (CONTINUATION OF THE EXISTING
CONTRACT)
On 1 January 2019, a customer engages Construction Co to
provide construction services to build a house for $500,000
(estimated cost $300,000). On 1 January 2020, Construction
Co and the customer agree to modify the contract to rearrange
the layout of the kitchen for an additional $100,000 (estimated
cost $50,000).
Construction Co has been recognising revenue on a stage of
completion basis and at 1 January 2020, 50% of the original
contract value has been completed.

$

$7,143

Cr Revenue

$

$2,000

END OF YEAR 1

$7,143

CONCLUDING THOUGHTS
Contract modification under IFRS 15 is complex and requires
accounting teams to apply considerable professional judgement
and have an in-depth understanding of the standalone selling
prices of their company’s goods and services. It also requires
accounting teams to work closely with sales teams, so that they
are promptly notified of contract modifications.
Accounting for contract modifications under IFRS 15 can also
result in invoices billed to customers not necessarily being
recognised as revenue in the same period, and this may require
explanation in the financial statements. Where employee
remuneration is based on revenue, consideration will have to
be given to whether remuneration will be based on revenue
recognised or payments received from customers.
As companies move to adopt IFRS 15, it will be important for
accounting teams to develop processes for ensuring that they are
promptly notified of contract modifications, and to ensure that the
terms and conditions of forms of employee remuneration linked to
revenue are updated to address the implications of IFRS 15 adoption.
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FINANCIAL ASSETS UNDER
IFRS 9 – TWO KEY TESTS DRIVE
CLASSIFICATION
In the May 2018 edition of Accounting News we examined the classification of financial
assets under IFRS 9 Financial Instruments ('IFRS 9').
In that article, we noted that, under IFRS 9, where a financial asset is a non-equity
instrument such as a debt instrument, the default measurement approach is fair value
through profit or loss, but measurement at amortised cost or at fair value through other
comprehensive income will occur if specified criteria are met:
IF THE
INSTRUMENT
IS:
A non-equity
instrument,
e.g. a debt
instrument

IT MAY BE
MEASURED
AT:

IF:

Amortised cost It meets both:
1. The contractual cash flow characteristics test, and
2. The ‘hold to collect’ business model test
Fair value
It meets both:
through other 1. The contractual cash flow characteristics test, and
comprehensive 2. The ‘hold to collect and sell’ business model test
income

The following decision tree shows how financial assets that are debt instruments are
classified under IFRS 9:
CONTRACTUAL CASH FLOWS ARE SOLELY
PAYMENTS OF PRINCIPAL AND INTEREST (SPPI)?
YES

YES

HELD UNDER A
‘HOLD TO COLLECT’
BUSINESS MODEL?

HELD UNDER A
‘HOLD TO COLLECT
AND SELL’ BUSINESS
MODEL?

YES

NO

NO

NO

YES

ENTITY APPLIES THE FAIR VALUE OPTION TO
ELIMINATE AN ACCOUNTING MISMATCH?
NO

NO

CARRY AT
AMORTISED COST

CARRY AT
FAIR VALUE
THROUGH OTHER
COMPREHENSIVE
INCOME

CARRY AT FAIR
VALUE THROUGH
PROFIT OR LOSS

As shown in the table and decision tree above, the classification of a financial asset that is
a debt instrument is based on whether that financial asset will pass the contractual cash
flow characteristics test and a business model test.
The remainder of this article examines the contractual cash flow characteristics test and
the business model tests in greater depth.
CONTRACTUAL CASH FLOW CHARACTERISTICS TEST
The aim of this test is to identify financial assets with contractual cash flows that are
consistent with a basic lending arrangement, i.e. payments of principal and interest on
the principal outstanding, with the key components of interest being the time value of
money and credit risk. Any debt instruments that do not meet the SPPI test must be
classified at FVTPL irrespective of the business model in which they are held. Note this
test is to be carried out on an individual asset basis.
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The examples below illustrate when contractual cash flows are considered to be SPPI:
FINANCIAL ASSET
A bond that matures in three years and pays a
variable market interest rate

IS THE CONTRACTUAL CASH FLOW CHARACTERISTICS TEST MET,
I.E. SPPI?
Yes.
Contractual cash flows of an instrument that has a variable interest rate are
consistent with a basic lending arrangement if the interest reflects consideration
for the time value of money and credit risk.

A bond that matures in three years and pays a fixed Yes.
market interest rate of 5%
Contractual cash flows of an instrument that has a fixed interest rate are
considered to be consistent with a basic lending arrangement if the interest rate
is based on the market fixed rate at initial recognition.
A bond that matures in three years and pays a
variable market interest rate that is capped at 8%

Yes.
Contractual cash flows of both:
XX An instrument that has a fixed interest rate, and
XX An instrument that has a variable interest rate
are payments of principal and interest provided the interest reflects
consideration for the time value of money and credit risk. Therefore, an
instrument with both a fixed and a variable interest rate are considered to be
consistent with a basic lending arrangement if the interest rates are at market
rates at initial recognition.

A bond with contractual interest payments linked
to the EBITDA of the issuer

No.

Company A provides a loan to its subsidiary,
Company B.

It is possible for loans with such terms to be considered consistent with a basic
lending arrangement and hence meet the SPPI test.

The loan has no interest and no fixed repayment
terms, is repayable on demand, and is classified as
a current liability in Company B’s books

However, in some situations (e.g. where the loan is a non-recourse loan or
where the subsidiary only has one asset) further analysis may be required to
determine whether the subsidiary is able to generate sufficient cash flows, such
that the parent would be able to recover the principal amount lent.

Company C provides a loan to Company D.

Yes, if the prepayment penalty of 3% is deemed reasonable additional compensation for early contract termination.

The loan is for $5 million at a fixed market interest
rate and is repayable in five years’ time, but
Company D has the option to repay the loan at any
time at $5 million plus any accrued interest plus a
prepayment penalty of 3%

The interest rate reflects the performance of the issuer.

Contractual provisions that permit the issuer to prepay a debt instrument
before maturity can be considered SPPI if the prepayment amount substantially
represents unpaid amounts of principal and interest, which may include reasonable additional compensation for the early termination of the contract.

Company E provides a loan to Company F.

Yes.

The loan is for $5 million at a fixed interest rate of 8%
and is repayable in five years.

There is a relationship between the missed payment and an increase in credit
risk, which means that the key components of the penalty interest are the time
value of money and credit risk.

If Company F misses two interest payments, the
interest rate is reset to 15%
Company G provides a loan to Company H.

Yes.

The loan is for $10 million at a fixed market interest
rate and is repayable in five years’ time.

Extension options meet the contractual cash flow characteristics test if the
terms result in contractual cash flows during the extension period that are
considered to be SPPI on the principal amount outstanding, which may include
reasonable additional compensation for the extension of the contract.

Company H has the right to extend the term for
another three years and, if it does so, a variable
market interest rate will be charged from years 6 to 8
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BUSINESS MODEL TESTS
The business model test looks at how the financial asset is managed.
Hold to collect
A financial asset is managed on a 'hold to collect’ basis where the entity’s business
objective is to hold the financial asset in order to collect its contractual cash flows. The
‘hold to collect’ business model test does not require that financial assets are always held
until their maturity - the test will likely still be met if there are only infrequent sales, and
those sales occur for reasons such as to realise cash to deal with an unforeseen need for
liquidity, or concerns about the collectability of the contractual cash flows.
Hold to collect and sell
A financial asset is managed on a ‘hold to collect and sell’ basis where the entity’s
business objective is to both hold the financial asset in order to collect its contractual
cash flows, and sell the financial asset. The ‘hold to collect and sell’ business model
results in a greater frequency and volume of sales than the ‘hold to collect’ business
model because selling financial assets is an integral part of achieving the entity’s business
objective for the financial asset.
Example:
IF AN ENTITY HAS
INVESTED IN A DEBT
INSTRUMENT (E.G. A
GOVERNMENT OR A
CORPORATE BOND)
THAT MATURES IN …

AND THE
ENTITY IS LIKELY
TO NEED THE
FUNDS IN…

THE BUSINESS MODEL FOR
THE FINANCIAL ASSET IS
LIKELY TO BE…

6 months

3 months

Hold to collect and sell (because
the funds will be required before
the maturity date of the investment and selling the instrument
would be an integral part of the
investment)

6 months

6-12 months

Hold to collect (because the
investment will mature before the
funds are required)

9 months

2 years

Hold to collect

10 years

1 year

Hold to collect and sell

Note: Unlike the contractual cash flows characteristics test, the business model can be
carried out on a group basis.
CONCLUDING THOUGHTS
Under IFRS 9, the characteristics of a financial asset that is a debt instrument are central
to the manner in which it will be measured subsequent to initial recognition. As accounting teams prepare for their adoption of IFRS 9, they will need to understand both the
characteristics of each of their classes of financial assets that are debt instruments, and
identify the entity’s business strategy for its financial assets.
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THE TRIPLE THREAT TO
PROSPECTUSES FROM THE
NEW REVENUE, FINANCIAL
INSTRUMENTS AND LEASES
STANDARDS
Wayne Basford (BDO’s IFRS Leader, Asia Pacific) and Susan Oldmeadow-Hall (Associate
Director at BDO) discuss the impact of the ‘triple threat’, i.e. the three new standards for
revenue, financial instruments and leases on prospectuses in a Perspective Series article
for Chartered Accountants Australia and New Zealand.
The focus of the article is on Report 567: ASIC Regulation of Corporate Finance: July to
December 2017 issued by the Australian Securities and Investments Commission (ASIC)
in February 2018 and ASIC’s expectation that prospectuses and offer documents will
provide financial information that incorporates the effect of the new standards.
Please read the article for more information.

IFRS 15 IMPACTS FOR RETAILERS
The retail industry continually devises sales strategies to encourage customers to
spend, and we have seen a number of ways in which the industry has tried to entice
consumers to part way with their hard earned dollars. Consumers are targeted with
programs that ‘bundle’ products and offer ‘free goods or services’, coupons, discounts and
loyalty schemes to encourage repeat purchases, offering chances for customers to win
competitions, enter into ‘lucky draws’, etc.
This creativity and variability of the retail marketing experts can be a nightmare for the
accountants trying to prepare the financial report of a retailer. This nightmare is likely to
worsen under IFRS 15 Revenue from Contracts with Customers.
Our series of articles below on what IFRS 15 will mean for the retail industry addresses
some of the common impacts we expect to see when the new standard is first adopted:
What does IFRS 15 mean for the retail industry?
IFRS 15 for the retail industry – Offering ‘free’ goods or services as sales incentives
IFRS 15 for the retail industry – Warranties
IFRS 15 for the retail industry – Customer incentives
IFRS 15 for the retail industry – Gift cards and vouchers
IFRS 15 for the retail industry – Right of returns
IFRS 15 for the retail industry – Volume discounts and profit margin guarantees
IFRS 15 for the retail industry – Slotting/shelving fees.
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IFRS 15 IMPACTS FOR THE
CONSTRUCTION INDUSTRY
Entities in the construction industry have previously followed their own standard (IAS 11
Construction Contracts) that contained specific guidance for the recognition of revenue
from construction contracts. This has now been replaced by a generic revenue standard
called IFRS 15 Revenue from Contracts with Customers. The new revenue standard will likely
bring about additional complexities for accountants who prepare financial reports for
construction entities in addition to potentially changing the pattern of revenue recognition.
Our series of articles below on what IFRS 15 will mean for the construction industry
addresses some of the common impacts we expect to see when the new standard is
first adopted:
IFRS 15 for the construction industry – Overview
IFRS 15 for the construction industry – Timing of revenue recognition
IFRS 15 for the construction industry – Multiple contracts that should be combined
IFRS 15 for the construction industry – Contracts that contain multiple goods or services
IFRS 15 for the construction industry – Long-term contracts
IFRS 15 for the construction industry – Contract Modifications
IFRS 15 for the construction industry – Contracts that have variable consideration
IFRS 15 for the construction industry – Tender costs.

BDO MONTHLY WEBINARS –
PLEASE REGISTER FOR 2018
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 2018 BDO Financial Reporting and Accounting standards
live webinar series (11am to 12pm Sydney AEDT or AEST).
2018 webinars are as follows:
DATE

TOPIC

25 July 2018

IFRS 9 – Risk Assessment

22 August 2018

IFRS 9 – Problem Areas

19 September 2018 Transition to IFRS 16
24 October 2018

IFRS 16 – Risk Assessment

21 November 2018 Accounting Standards Update: Getting Ready for 31 December 2018
12 December 2018

IFRS 16 – Problem Areas
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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

June 2018

Transition to IFRS 9

May 2018

Accounting Standards Update – Getting Ready for June 2018

April 2018

IFRS 15 – Problem Areas

March 2018

IFRS 15 – Risk Assessment

February 2018

Transition to IFRS 15

January 2018

Triple Threat Accounting Standards – The Wait is Over

December 2017

The New AASB 9 Financial Instruments – Hedging Requirements

November 2017

Financial Reporting Update – Getting Ready for 31 December 2017

October 2017

The New AASB 16 – Recognition and Measurement

September 2017

The New AASB 16 – Identifying a Lease and Determining the Lease term

August 2017

The New AASB 15 – Determining and Allocating the Transaction
price to the Performance Obligations

July 2017

The New AASB 15 – Identifying the Contract and the Separate
Performance Obligations in the Contract

June 2017

Overview of the New IFRS 15 Revenue from Contracts with Customers

May 2017

Financial Reporting Update – Getting ready for 30 June 2017

April 2017

The new AASB 9 Financial Instruments – Impairment requirements

March 2017

The New AASB 9 Financial Instruments – Classification and
Measurement Requirements

March 2017

The New AASB 1058 Income of Not-for-Profit Entities

February 2017

Overview of the New AASB 16 Leases

Please register for the remaining webinars in 2018.
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FOR MORE INFORMATION

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

IFRS at a Glance

ADELAIDE
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

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

Need to Knows

CAIRNS

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

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

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 and an
update 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).

CASMEL TAZIWA
Tel +61 8 8981 7066
casmel.taziwa@bdo.com.au
HOBART
DAVID PALMER
Tel +61 3 6324 2499
david.palmer@bdo.com.au
MELBOURNE

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 2017/6 Definition of Material and
IASB ED 2017/5 Accounting Policies and Accounting Estimates.

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
PERTH
PHILLIP MURDOCH
Tel +61 8 6382 4716
phillip.murdoch@bdo.com.au

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

ITC 39 Applying
the IASB’s Revised
Conceptual
Framework and
Solving the Reporting
Entity and Special
Purpose Financial
Statement Problems

PROPOSALS

The Consultation Paper
proposes to resolve two
problems:
1. The ‘reporting entity’
definition clash between
SAC 1 Definition of the
Reporting Entity, and
the revised Conceptual
Framework for Financial
Reporting, and
2. Special purpose financial
reporting in Australia.

COMMENTS
DUE TO
AASB BY
Phase 1: 9
August 2018
Phase 2: 9
November 2018

COMMENTS
DUE TO
IASB BY
N/A

This publication has been carefully prepared, but it has
been written in general terms and should be seen as broad
guidance only. The publication cannot be relied upon to
cover specific situations and you should not act, or refrain
from acting, upon the information contained therein without
obtaining specific professional advice. Please contact the
BDO member firms in Australia to discuss these matters in
the context of your particular circumstances. BDO Australia
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.
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