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P1 Blind Freddy – Common errors in
accounting for impairment – Part 5 –
Testing goodwill for impairment

P6 Time running out to ‘declutter’ your

The ‘Blind Freddy’ proposition is a term used by Justice Middleton in the case of ASIC v Healey & Ors
[2011] (Centro case) to describe glaringly obvious mistakes.

financial statements – 31 December 2016
financial statements must be ‘decluttered’

P8 New reporting requirements for Tasmanian
Background
The nature of goodwill leads to a number of complex rules as to how it should be treated for
impairment testing. This in turn leads to a number of potential ‘Blind Freddy’ errors that could lead
to a material misstatement.
Goodwill acquired in a business combination does not in itself generate cash flows, otherwise
it would most likely have been classified as an identifiable intangible asset. In theory, goodwill
represents synergies and an assembled workforce that only generates cash flows in association with
other assets. It is not amortised but is subject to an annual impairment test, and must, in addition
to the annual test, be tested for impairment if there has been an impairment trigger.
There are special impairment rules around allocating goodwill to cash generating units (CGUs)
which are designed to simplify impairment testing for goodwill, and to minimise the need to
change reporting information. Unfortunately these rules can cause errors to arise, both when
testing goodwill for impairment, and when testing other assets for impairment.
Allocating goodwill to cash-generating units
The principles for allocating goodwill acquired in a business combination to CGUs or groups of
CGUs for the purpose of impairment testing are described in AASB 136 Impairment of Assets,
paragraph 80.
Goodwill
Allocating goodwill to cash-generating units
For the purpose of impairment testing, goodwill acquired in a business combination shall, from
the acquisition date, be allocated to each of the acquirer’s cash-generating units, or groups
of cash-generating units, that is expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the acquiree are assigned to those units or
groups of units. Each unit or group of units to which the goodwill is so allocated shall:
a) represent the lowest level within the entity at which the goodwill is monitored for internal
management purposes; and
b) not be larger than an operating segment as defined by paragraph 5 of AASB 8 Operating
Segments before aggregation.
AASB 136, paragraph 80

incorporated associations

P8 New BDO publications
In this edition we continue our series on ‘Blind
Freddy’ common errors, i.e. errors that are so
obvious that even ‘Blind Freddy’ would spot
them. Our ninth article in the 2016 series,
and seventh relating to impairment, focuses
on common errors when testing goodwill for
impairment.
We also remind you that the ‘decluttering’
requirements will apply to your 31 December
2016 annual financial statements, and that
Tasmanian incorporated associations are no
longer able to lodge financial statements
with the Commissioner of Corporate Affairs in
Tasmania from 1 October 2016, and instead will
be required to lodge these with the ACNC.
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Allocation based on expected synergies
The first principle in paragraph 80 is that goodwill acquired in a business combination must be
allocated to CGUs or groups of CGUs that are expected to benefit from the synergies of the
combination.
Example 1
Professional Practice Firm has a tax division, assurance division and a consulting division, with a
centralised back office to support administration, HR and marketing. Each division represents a
CGU.
Professional Practice Firm acquires Small Firm, resulting in goodwill of $2 million. The acquired
firm’s revenue derives 90% from the tax division and 10% from assurance, with no consulting
division. Part of the business rationale for the acquisition of Small Firm is to sell additional
assurance services and consulting services to Small Firm’s ‘tax’ client base.
Professional Practice Firm allocates all of the goodwill to the tax GCU.
This is an error as some of the goodwill should have been allocated to both the assurance CGU, and
the consulting CGU.
Blind Freddy Error 1
Not allocating goodwill acquired in a business combination to the acquirer’s CGUs or groups of
CGUs that are expected to benefit from the synergies of the combination.
Allocation to lowest level at which goodwill is monitored for internal management purposes
The second principle in paragraph 80 is that goodwill must be allocated to CGUs or groups of CGUs
that represent the lowest level within the entity/group at which goodwill is monitored by internal
management.
Example 2
Bus Company A acquires Small City Bus Co, a local company (business) in Small City. Bus Company
A had never previously operated in Small City.
Small City Bus Co has five bus routes. Each bus route is likely to be a separate CGU, but for the
purpose of management reporting, the performance of the acquisition is measured based on the
profitability from the whole operation in Small City.
It would therefore be reasonable to test goodwill for impairment at the Small City Bus Co level, i.e.
all five bus routes on an aggregated basis.
Example 3
Bus Company B acquires Small City Bus Co, a local bus company in Small City.
Bus Company B has an existing operation in Small City, running ten bus routes.
Small City Bus Co operates five bus routes. Each bus route is likely to be a separate CGU, but for the
purpose of management reporting, the performance of the acquisition is measured based on the
profitability from the whole operation in Small City.
It would therefore be reasonable to test goodwill for impairment at the Small City level, i.e. all 15
bus routes on an aggregated basis.
Blind Freddy Error 2
Allocating goodwill to CGUs at a level lower than that at which goodwill is monitored for
internal management purposes.
Allocation not higher than an operating segment, before aggregation
Lastly, paragraph 80 requires that each CGU or group of CGUs to which goodwill is allocated
cannot be larger than an operating segment as defined in paragraph 5 of AASB 8 Operating
Segments.
An operating segment is a component of an entity:
a) that engages in business activities from which it may earn revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the
same entity),
b) whose operating results are regularly reviewed by the entity’s chief operating decision
maker to make decisions about resources to be allocated to the segment and assess its
performance, and
c) for which discrete financial information is available.
AASB 8, paragraph 5
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Points worth noting:
1. An operating segment (before aggregation) is typically represented
by ‘a column’ in management accounts presented to the chief
operating decision maker (CODM). If, for example, operating reports/
management accounts presented to the CODM of a chain of shoe
stores includes separate columns for each store, each store would
typically be a separate CGU, and also an operating segment (before
aggregation). While all shoe stores may share similar economic
characteristics, and therefore be aggregated when presenting segment
disclosures in the financial statements, goodwill will need to be
allocated to each shoe store when performing the annual impairment
test.
2. This requirement applies equally to private companies that are not
required to present the segment disclosures in AASB 8. This means
that you would need to first identify all your operating segments
(before aggregation) prior to allocating goodwill.
Example 4
Bus Company C, historically based in New South Wales, has created a
national business through acquisitions and now operates in Victoria,
Tasmania and Western Australia. For the purpose of reporting under AASB
8, it aggregates all of its operating segments because they share similar
economic characteristics.
Bus Company C tests goodwill for impairment at the Australian level.
This is an error because each state is likely to meet the definition of an
operating segment.
Example 5
Bus Company D, historically based in New South Wales, has created a
national business through acquisitions and now operates in Victoria,
Tasmania and Western Australia. Bus Company D is not required to report
under AASB 8 Segment Reporting.
Bus Company D tests goodwill for impairment at the Australian level.
Again, this is an error because each state is likely to meet the definition
of an operating segment. The requirement in AASB 136 to test at a level
no larger than an operating segment applies, regardless of whether the
entity is required to report under AASB 8.
Blind Freddy Error 3
Allocating goodwill to CGUs at a level higher than an operating
segment, before aggregation.
Disposals
When an entity disposes of part of a business operation making up a
CGU, paragraph 86 requires that goodwill associated with the operation
disposed must be measured and allocated to the carrying amount of net
assets sold. This will result in a reduction in the gain, or increase in loss,
on disposal of the operation.
If goodwill has been allocated to a cash-generating unit and the entity
disposes of an operation within that unit, the goodwill associated with
the operation disposed of shall be:
aa included in the carrying amount of the operation when determining
the gain or loss on disposal; and
aa measured on the basis of the relative values of the operation
disposed of and the portion of the cash-generating unit retained,
unless the entity can demonstrate that some other method better
reflects the goodwill associated with the operation disposed of.
AASB 136, paragraph 86
Example 6
An entity sells an operation for $100,000 that was part of a CGU to
which goodwill has been allocated. The goodwill allocated to the unit
cannot be identified or associated with an asset group at a level lower
than that CGU, except arbitrarily. The recoverable amount of the portion
of the CGU retained is $300,000.

Scenario A
Entity attributes no goodwill to the disposed of operation.
This is a ‘Blind Freddy’ error, resulting in an overstatement of the gain on
disposal.
25% of the goodwill ($100,000/$400,000 based on relative fair values
of operations disposed of and portion of CGU retained) should have been
allocated to the disposal group.
Scenario B
Entity attributes 10% of the goodwill to the operation disposed of.
This is also a ‘Blind Freddy’ error, resulting in an overstatement of the
gain on disposal.
25% of the goodwill ($100,000/$400,000) should have been allocated
to the disposal group.
Blind Freddy Error 4
Not allocating goodwill to an operation that has been disposed of.

Blind Freddy Error 5
Not calculating the amount of goodwill to be allocated to an
operation disposed of in a reasonable manner, e.g. using relative fair
values of the operation disposed and the portion of the CGU retained.
Reorganisations
AASB 136, paragraph 87 also includes requirements for reallocation of
goodwill when an entity reorganises its reporting structure so that there
is a change in the composition of CGUs to which goodwill has been
allocated.
If an entity reorganises its reporting structure in a way that changes
the composition of one or more cash-generating units to which
goodwill has been allocated, the goodwill shall be reallocated to the
units affected. This reallocation shall be performed using a relative
value approach similar to that used when an entity disposes of
an operation within a cash-generating unit, unless the entity can
demonstrate that some other method better reflects the goodwill
associated with the reorganised units.
AASB 136, paragraph 87
Example 7
Historically, Bus Company E operates 20 bus routes across various cities
in Australia. The operation comprises 20 CGUs and has been monitored
on a city basis.
In a reorganisation, the operation is now to be operated as three separate
divisions (groups of CGUs):
• Urban (ten CGUs)
• Rural (six CGUs), and
• A separate education transport unit (school buses) (four CGUs).
This new structure reflects Bus Company E’s national reporting structure,
and no financial reporting will be produced based on city results.
Bus Company E does not allocate goodwill to these three new units. This
is a ‘Blind Freddy’ error as the three new units have no goodwill allocated.
Blind Freddy Error 6
Not reallocating goodwill to the CGUs affected by a group
reorganisation.
Example 8
Goodwill had previously been allocated to CGU A. The goodwill allocated
to CGU A cannot be identified or associated with an asset group at a level
lower than CGU A, except arbitrarily.
CGU A is to be divided and integrated into three other CGUs: B, C and D.
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The entity allocates all the goodwill to CGU B.
Blind Freddy Error 7
Not reallocating goodwill based on the relative value approach to the
units affected by a group reorganisation.
Bottom up - top down assessment
As described in last month’s accounting news article, a common cause
of errors is preparers not distinguishing between the special rules that
apply to testing goodwill in respect of allocating to a CGU or a group of
CGUs, and the basic requirement to test assets, other than goodwill, for
impairment.
When, as described in paragraph 81, goodwill relates to a cashgenerating unit but has not been allocated to that unit, the unit shall
be tested for impairment, whenever there is an indication that the unit
may be impaired, by comparing the unit’s carrying amount, excluding
any goodwill, with its recoverable amount. Any impairment loss shall
be recognised in accordance with paragraph 104.
AASB 136, paragraph 88
Example 9
Big Co has three operating divisions: Division A, Division B and Division C,
which are all a group of CGUs. Division A sells Samsung Galaxy 7s.
Big Co is unable to allocate goodwill to each division (CGU), except
arbitrarily. Goodwill is therefore allocated to the group of CGUs
(Divisions A, B and C) and impairment testing performed at the level of
the A-B-C group.
During the year, iPhone 7 was released and Division A will need to heavily
discount its large stocks of Samsung Galaxy 7s, resulting in reduced
expected sales in Division A.
Big Co continues to test impairment only at the level of the A-B-C group.
This is a ‘Blind Freddy’ error because Big Co has failed to comply with the
requirement in paragraph 88 to perform ‘bottom up’ impairment testing.
Blind Freddy Error 8
Failing to perform ‘bottom up’ impairment testing when there are
impairment indicators for an individual CGU that is part of a group of
CGUs to which goodwill has been allocated.
Timing of impairment tests
A goodwill impairment test must be performed at least once a year. It
can be performed at any time during the year, but at the same time each
year.

Blind Freddy Error 9
Only testing goodwill for impairment at the reporting date.
Example 11
Entity G has a 30 June year end.
In 2016, it tested its goodwill for impairment in May 2016. It proposes
to update the impairment model in July 2016, in order to meet the
requirement for impairment testing for 2017.
This is a ‘Blind Freddy’ error because impairment testing must be
performed at the same time every year. Changing the timing of
impairment testing is not permitted in AASB 136.
Blind Freddy Error 10
Changing the date of impairment testing of goodwill.
Example 12
Entity H has a 30 June year end.
It acquires a business in May 2016, and does not test this goodwill for
impairment for its 30 June 2016 financial report.
This is a ‘Blind Freddy’ error because goodwill must be tested for
impairment even if it arises from an acquisition in the year.
Blind Freddy Error 11
Not testing goodwill acquired for impairment in the first year.
Example 13
Entity I has a 30 June year end. It tests its goodwill for impairment in May
each year.
Entity I performed its impairment test in May 2016 and concluded there
was no impairment because its market capitalisation was $200 million at
31 May 2016, compared with a net asset position of $180 million.
At 30 June 2016, Entity I’s market capitalisation had fallen to $120
million. It did not reperform its impairment testing at 30 June 2016.
This is a ‘Blind Freddy’ error because goodwill must be tested for
impairment when there is an impairment indicator, regardless if it has
been tested earlier as part of the annual impairment testing cycle.
Blind Freddy Error 12
Not retesting goodwill for impairment when there has been an
impairment indicator subsequent to the annual impairment test.

The annual impairment test for a cash-generating unit to which
goodwill has been allocated may be performed at any time during an
annual period, provided the test is performed at the same time every
year. Different cash-generating units may be tested for impairment at
different times. However, if some or all of the goodwill allocated to a
cash-generating unit was acquired in a business combination during
the current annual period, that unit shall be tested for impairment
before the end of the current annual period.

Example 14
Entity J A has a 30 June year end and has half-year reporting obligations
at 31 December each year.

AASB 136, paragraph 96

At 31 December 2016, Entity J’s market capitalisation had fallen to $120
million. It did not perform its impairment testing, arguing that goodwill
was not due for testing until May 2017.

Example 10
Entity F has a 30 June year end.
Entity F only tests goodwill for impairment at year end because it
assumes that testing must take place at the end of the reporting period.
This places significant stress on the reporting process and risks delays in
producing its annual financial statements.
This is another ‘Blind Freddy’ error because impairment testing can be
performed at any time during an annual period, provided the test is
performed at the same time every year.

It tests its goodwill for impairment in May each year.
Entity J performed its impairment test in May 2016 and concluded there
was no impairment because its market capitalisation was $200 million at
31 May 2016 compared with a net asset position of $180 million.

This is a ‘Blind Freddy’ error because goodwill must be tested for
impairment when an impairment event has occurred, regardless if it will
be tested later as part of the annual impairment testing cycle.
Blind Freddy Error 13
Not testing goodwill for impairment when there has been an
impairment indicator prior to the scheduled annual testing.
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Testing individual assets for impairment first
Where there are impairment indicators for assets in a CGU, other than goodwill, paragraph 98
requires that these assets are tested for impairment, and written down if necessary, prior to
conducting the impairment test on the whole CGU, or group of CGUs.
At the time of impairment testing a cash-generating unit to which goodwill has been allocated,
there may be an indication of an impairment of an asset within the unit containing the goodwill.
In such circumstances, the entity tests the asset for impairment first, and recognises any
impairment loss for that asset before testing for impairment the cash-generating unit containing
the goodwill. Similarly, there may be an indication of an impairment of a cash-generating unit
within a group of units containing the goodwill. In such circumstances, the entity tests the cashgenerating unit for impairment first, and recognises any impairment loss for that unit, before
testing for impairment the group of units to which the goodwill is allocated.
AASB 136, paragraph 98
Example 15
Bus Company K runs a bus route which is operated using three buses.
The carrying value of the buses is $750,000 ($250,000 each). The bus route represents a CGU to
which $1 million of goodwill has been allocated.
One of the buses is not performing to required standards on safety and omissions and is idle. It is
estimated the bus will be sold for $50,000 and that a new replacement bus will cost $300,000.
The recoverable amount of the CGU, taking into account the need to replace the one bus, is $1.6
million. Assuming the carrying amount of the CGU is $1.75 million, comprising goodwill of $1
million and property, plant and equipment (PPE) of $750,000, Bus Company K recognises an
impairment loss of $150,000 against goodwill.
This is a ‘Blind Freddy’ error and an impairment loss of $200,000 should have first been recognised
in respect of the underperforming bus (i.e. $250,000 carrying value less $50,000 recoverable
amount). Therefore the impairment test in respect of goodwill should have been $1.6 million
compared to a CGU with a value of $1.55 million (goodwill of $1 million plus PPE of $550,000).
Blind Freddy Error 14
Writing down goodwill, rather than an individual asset.
Example 16
Bus Company L operates five bus routes (each represents a separate CGU). Goodwill of $1 million
has not been allocated to individual routes.
Route 1

Route 2

Route 3

Route 4

Route 5

Total

$’000

$’000

$’000

$’000

$’000

$’000

Fixed assets
– carrying
amount
(buses)

200

200

200

200

200

1,000

Recoverable
amount

200

200

600

500

300

1,800

The table above shows that none of the buses are impaired because their recoverable amounts
exceed fair value.
The total carrying amount of assets for impairment testing of the combined group is $2 million,
being $1 million goodwill plus $1 million for the buses.
Bus Company L recognises an impairment loss of $200,000 ($2 million -$1.8 million) for the group
and allocates it against each of the CGUs assets (buses).
This is a ‘Blind Freddy’ error. The $200,000 impairment loss should have been recognised against
goodwill and not the fixed assets as none of the fixed assets are impaired.
Blind Freddy Error 15
Writing down an individual asset, rather than goodwill.
Summary
This concludes our series of Blind Freddy articles on impairment of non-financial assets. We will
recommence this series in the new year.
You can access all the previous Blind Freddy impairment articles on our web site:
• Part 1 – Common errors in accounting for impairment (May 2016)
• Part 2a – Common errors in accounting for impairment (June 2016)
• Part 2b – Common errors in accounting for impairment (July 2016)
• Part 2c – Errors in determining the discount rate (August 2016)
• Part 3 – Errors when determining ‘fair value less costs of disposal’ (September 2016)
• Part 4 – Not testing impairment at the correct unit of account (October 2016)

6

ACCOUNTING NEWS

TIME RUNNING OUT TO
‘DECLUTTER’ YOUR FINANCIAL
STATEMENTS - 31 DECEMBER
2016 FINANCIAL STATEMENTS
MUST BE ‘DECLUTTERED’
As part of the International Accounting Standards Board’s initiative to improve disclosures in
financial statements (Disclosure Initiative), amendments have been made to AASB 101 Presentation
of Financial Statements to facilitate ‘decluttering’ of financial statements by allowing preparers to
apply judgement when deciding which mandatory disclosures are relevant to users, and which
are not.
The ‘decluttering’ requirements apply to your 31 December 2016 financial statements.
While ‘decluttering’ is not normally associated with half-year financial statements prepared under
AASB 134 Interim Financial Reporting, if you are preparing annual financial statements at 31
December 2016, we recommend that you commence this process now.
What do we mean by ‘decluttering’?
The changes to AASB 101 clarify that:
• Notes to the financial statements only need to be included if they are material (even if they
form part of a list of black-letter, mandatory disclosures)
• Notes can now be in any order and need not follow the order of the four primary financial
statements. For example, notes can now be grouped by operating activities, or by how items are
measured (e.g. all items at fair value)
• Balance sheet categories can be further disaggregated if this is relevant to a user’s understanding
of the entity’s financial position (e.g. an entity with significant balances of goodwill and brand
names can present each of these separately in the balance sheet to meet the requirement to
disclose intangibles)
• Only significant accounting policies need to be disclosed (a laundry list (summary) is no longer
required).
Are our financial statements ‘overweight’?
If your financial statements include any of the following features, it is likely that your financial
statements are ‘overweight’, and therefore in need of ‘decluttering:
Too much useless information about immaterial items that are not relevant to users (e.g. small
profit or loss item disclosures, detailed reconciliations of PPE where movements are minimal
during the period)
Accounting policies describing transactions and events that do not occur in the entity (e.g.
hedging, certain types of financial instruments, consolidations, equity accounting, joint
arrangements, revaluing assets, etc.)
Accounting policies that are so boilerplate that users are unable to really understand how
transactions are recognised and measured (e.g. revenue recognition)
Information about sources of estimation uncertainty that is so boilerplate it tells the user nothing
about the specific assumptions made in the estimate that could impact the estimation of the
carrying amount of assets and liabilities in the next financial year
Providing information about estimates that are not significant to the financial statements (e.g.
employee leave provisions), or will not result in a material adjustment to assets and liabilities in
the next financial year (e.g. share-based payment estimations)
Boilerplate information about judgements made that do not explain, in plain English, what the
judgement was (e.g. choice of accounting policy A instead of accounting policy B because …)
Laundry lists of detailed information about standards that are only effective in future years which
are unlikely to have a material impact on the entity, or indeed could never vaguely apply to the
entity because they do not operate in a particular industry, or engage in the relevant types of
transactions
Comparative information carried forward which has no relevance to the current period financial
statements (e.g. including detailed disclosures for a business combination that occurred two
years ago, or a share-based payment that was granted three years ago)
Too much narrative when a tabular format of disclosure would enable the user to better
understand disclosures
Technical accounting or other jargon which is not explained, rather than using plain English
wherever possible
Notes about the most important transactions and events buried in the financial statements,
making them hard to find.
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The ‘Four Rs’ - How do we start the ‘decluttering’ process?
Our November 2015 Accounting News provides a detailed step by step approach, which we call
‘the Four Rs’, which will help you to start your ‘decluttering’ process.

Remove

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

Reorder

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

Re-group

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

Re-emphasise

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

To summarise, you should:
• Firstly, REMOVE any unnecessary information in the financial statements, including redundant
accounting policies, and properly tailor information, particularly for accounting policies and
estimates and judgements. Our October 2015 Accounting News provides a detailed case study
example to demonstrate how easy it is to streamline your accounting policies.
• Secondly, REORDER information in the financial statements. Of companies that adopted these
changes early, and ‘decluttered’ their 2015 financial statements, we found that the most useable
financial statements moved their accounting policies, and critical accounting estimates and
judgements, into the relevant notes.
• Thirdly, RE-GROUP similar information into the same note, and then grouped related notes
together – for instance, include impairment information with the intangible assets that have
been impaired during the period.
• Finally, RE-EMPHASISE information by using boxes, colours and other items to highlight key
changes in the financial statements that users should be aware of. Companies that have done
this already have also tended to use plain English to describe transactions – whether this be for
the entire note, or a simple overview at the beginning of a section.
Is ‘decluttering’ also required for special purpose financial statements and general purpose
financial statements applying the reduced disclosure requirements?
While the number of disclosures required in special purpose financial statements, and general
purpose financial statements applying reduced disclosures is obviously significantly less than for full
general purpose financial statements, our experience shows that most entities have some work to
do, including:
• Removing redundant accounting policies and tailoring them in plain English
• Moving accounting policies to the relevant transaction/balance note, which often indicates that
many accounting policies have ‘nowhere to go’ and should be deleted
• Tailoring material estimate notes to the relevant transaction/balance, and ensuring that
assumptions are properly described and if necessary, quantified
• Tailoring material judgement notes
• Considering note ordering.
More cash flow statement disclosures to come
For periods beginning on or after 1 January 2017, changes have been made to AASB 107 Statement
of Cash Flows to require that you disclose additional information to provide users with information
to evaluate changes in liabilities arising from financing activities, including changes arising from
cash flows and non-cash flows.
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An example of what these disclosures might look like is shown below:
Non-cash changes
2016

Cash
flows

Acquisition

$

$

$

$

$

$

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

Foreign Fair value
exchange changes
movement

2017

More information
For more information on the Disclosure Initiative, please refer to the IASB Disclosure Initiative
section of our Issues and Trends page on our web site.

NEW REPORTING
REQUIREMENTS FOR
TASMANIAN INCORPORATED
ASSOCIATIONS
There have been no changes to the financial reporting requirements for charities registered
with the Australian Charities and Not-for-profits Commission (ACNC). That is, the Australian
Charities and Not-for-profits Commission Act 2012 and the Australian Charities and Not-for-profits
Commission Regulations 2013 remain the same. The ACNC have also indicated in their transitional
reporting arrangements for 2016 that it will continue to accept financial statements in the format
permitted by state and territory regulators, even though they do not comply with ACNC minimum
requirements for non-reporting entities (i.e. AASB 101, 107, 108, 1048 and 1054).
The only change is that for financial reports lodged by Tasmanian associations on or after 1
October 2016, the rules have changed.
From 1 October 2016, Tasmanian associations registered with the ACNC must lodge their
annual information statement and financial statements with the ACNC, and no longer with the
Commissioner of Corporate Affairs in Tasmania.
Going forward, the ACNC financial reporting requirements will apply to Tasmanian registered
associations, and not the requirements (which are few) in the Incorporated Associations Act 1964.
For non-reporting entities, this means compliance with the following accounting standards,
including comparatives:
• 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.
However, the ACNC has provided transitional relief so that 30 June 2016 financial statements
lodged between 1 October and 31 December 2016 with them can comprise what would have been
lodged if they were lodged with the Commissioner of Corporate Affairs in Tasmania. The 2017
financial statements must comply, as a minimum, with AASB 101, 107, 108, 1048 and 1054, but no
comparatives are required – and for 2018, full comparatives are required.
Period

What to lodge with ACNC?

30 June 2016

Same as required by Incorporations Associations Act 1964

30 June 2017

Comply with AASB 101, 107, 108, 148 and 1054
No comparatives but explain why

30 June 2018

Comply with AASB 101, 107, 108, 148 and 1054
Comparatives required

NEW BDO
PUBLICATIONS
The Audit section of our website includes a
range of publications on IFRS issues. Look for
the ‘Global IFRS Resources’ link which includes
resources such as:
• IFRS at a Glance – ‘one page’ and short
summaries of all IFRS standards
• Need to Knows – updates on major IASB
projects and highlights practical implications
of forthcoming changes to accounting
standards. Recent Need to Knows include
IFRS 16 Leases (July 2016), IFRS 9 (2014)
Financial Instruments – Classification and
Measurement (April 2015), IFRS 9 Financial
Instruments - Impairment of Financial Assets
(Dec 2014), IFRS 15 Revenue from Contracts
with Customers (Aug 2014) and Hedge
Accounting (IFRS 9 Financial Instruments)
(Jan 2014)
• IFRS in Practice – practical information
about the application of key aspects of IFRS,
including industry specific guidance. Recent
IFRS in Practice include IFRS 15 Revenue from
Contracts with Customers - Transition (July
2016) and IFRS 15 Revenue from Contracts
with Customers (July 2016), IFRS 11 Joint
Arrangements (Feb 2016), IFRS 9 Financial
Instruments (Oct 2015), IAS 7 Statement
of Cash Flows (May 2014), Distinguishing
between a business combination and an
asset purchase in the extractives industry
(March 2014), IAS 36 Impairment of Assets
(Dec 2013) and Common Errors in Financial
Statements – Share-based Payment (Dec
2013)
• Comment letters on IFRS standard setting
- includes BDO comments on various
projects of international standard setters,
including Exposure Drafts and other
Discussion Papers, when it is considered
that the issue is significant to the BDO
network and its clients. Latest comment
letters include IASB 2016 01 Definition of a
Business and Accounting for Previously Held
Interestes - Proposed amendments to IFRS
3 and IFRS 11, The implementation of IFRS
9 requirements by banks, IASB ED 201508 IFRS Practice Statement: Application of
Materiality to Financial Statements, IASB ED
2015-3 Conceptual Framework for Financial
Reporting, IASB ED 2015-5 Proposed
amendments to IAS 19 and IFRIC 14, IASB
ED 2015-1 Classification of Liabilities and
Basel Committee on Banking Supervision –
Guidance on accounting for expected credit
losses.
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