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ACCOUNTING

NEWS
NEW LEASES STANDARD
REQUIRES VIRTUALLY ALL
LEASES TO BE CAPITALISED ON
THE BALANCE SHEET
On 13 January 2016, the International Accounting Standards Board (IASB) issued IFRS 16 Leases,
which essentially does away with operating leases and, subject to limited exceptions, requires all
leases to be capitalised on the balance sheet.
Given the sensitivity of the topic, this project was probably one of the longest in IASB history, with
a Discussion Paper issued in 2009, two Exposure Drafts (2010 and 2013), and many roundtables
and outreach with interested parties.
“One of my great ambitions before I die is to fly in an aircraft that is on an airline’s balance sheet.”
Sir David Tweedie, former Chair of IASB (speech to the Empire Club in Toronto, April 2008)
Summary
IFRS 16 includes a single accounting model for all leases by lessees.
The main implications of the new standard on current practice for lessees include:
• No more operating leases under IFRS 16 (subject to the exceptions described below)
• All leases (subject to the exceptions described below) will be capitalised on the balance sheet by
recognising a ‘right-of-use’ asset and a lease liability for the present value of the obligation
• No rental expense! i.e. no more straight-line expenses for operating lease costs. All leases will
incur a front-end loaded expense, comprising depreciation on the right-of-use asset, and interest
on the lease liability
• When initially measuring the right-of-use asset and lease liability, non-cancellable lease
payments (including inflation-linked payments), as well as payments for option periods which
the entity is reasonably certain to exercise, must be included in the present value calculation.
Lessees of retail premises paying contingent (turnover) rentals, and others required to make
significant contingent rental payments, will be relieved to know that these will not be capitalised
into the right-of-use asset, but will continue to be expensed in profit or loss.
Industries and assets most impacted
IFRS 16 will result in higher debt levels and interest costs (particularly in the earlier years of a lease)
for any entities operating in industries that currently have many operating leases of high value that
are material to their balance sheets. For example:
• Retailers – their shops or mall space, particularly where leases include multiple renewal options
(e.g. anchor tenants in a shopping mall)
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• Mines and mining services companies, where there is a significant amount of expensive
equipment held on operating leases
• Airlines – millions, and in some cases, billions of dollars will be required to be capitalised on
balance sheet for aircraft
• Cruise ship operators – as for airlines above
• Businesses with large fleets of motor vehicles, including cars and trucks.
Exceptions
Lessees can choose not to apply the IFRS 16 requirements to the following types of leases:
• Short-term leases – leases for a period of 12 months or less from commencement date,
including any extension options
• ‘Small ticket’ or low value items – items which, when new, have a low value, e.g. laptops,
tablets, computers, small items of furniture and equipment.
This low value item is applied to an item, not to a group of items, and applies to the ‘as new’ value,
not a second hand value, meaning that vehicles are unlikely to meet the requirements for a small
ticket item.
“At the time of reaching decisions about the exemption in 2015, the IASB had in mind leases of
underlying assets with a value, when new, in the order of magnitude of US$5,000 or less.”
Basis for Conclusions to IFRS 16, BC100
Lease payments for these assets will be recognised on a straight line basis over the lease term, or
another systematic basis if more representative of the pattern of the lessee’s benefits.
Leases excluded from the scope of IFRS 16
The following types of leases (and subleases) are scoped out of the new IFRS 16 requirements:
• Exploration leases for minerals, oil, natural gas and similar non-regenerative resources (IFRS 6
Exploration for and the Evaluation of Mineral Resources)
• Biological assets (IAS 41 Agriculture)
• Service concession arrangements (IFRIC 12 Service Concession Arrangements)
• Licences of intellectual property of a lessor (IFRS 15 Revenue from Contracts with Customers)
• Rights held by a lessee under a licensing agreement (IAS 38 Intangible Assets).
No change to current practice - lessors
There have been no changes in the requirements for accounting by lessors required by IAS 17
Leases. This means that the distinction between operating and finance lease assets will remain.
Identifying a lease
Definition of a ‘lease’
‘…A contract, or a part of a contract, that conveys the right to use an asset (the underlying asset) for
a period of time in exchange for consideration…’
At inception of a lease, we need to assess whether a contract is, or contains, a lease.
Lessees will account for lease components under IFRS 16, and non-lease components by applying
other relevant accounting standards (unless the practical expedient not to separate is applied).
Lessees will only reconsider the lease assessment if the terms and conditions of the contract are
changed.
Per the definition of ‘lease above’, a contract is, or contains, a lease if it:
• Conveys the right to control the use
• Of an identified asset
• For a period of time.
Conveys right to control use
A contract only conveys the right for you to use an asset if you have the right to both:
• Obtain substantially all of the economic benefits of the identified asset, and
• Direct the use of the identified asset.
Identified asset
An identified asset is a specific item that, either implicitly or explicitly, is made available for use
under the lease contract.
To circumvent the requirements of having to use an ‘identified asset’, lessees and lessors may be
tempted to draft lease contracts so that the lessee does not have rights to use a specific asset
throughout the lease period.
Note that this is only possible where the supplier has a substantive right to substitute the asset,
i.e. the supplier:
• Has the practical ability to substitute alternate assets throughout the lease period, and

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
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• IFRS at a Glance – ‘one page’ and short
summaries of all IFRS standards
• Need to Knows – updates on major
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Instruments - Impairment of Financial Assets
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with Customers (Aug 2014) and Hedge
Accounting (IFRS 9 Financial Instruments)
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about the application of key aspects of
IFRS, including industry specific guidance.
Recent IFRS in Practice include IFRS 11 Joint
Arrangements (Feb 2016), IFRS 9 Financial
Instruments (Oct 2015), IFRS 15 Revenue
from Contracts with Customers - Transition
(April 2015), IFRS 15 Revenue from Contracts
with Customers (Oct 2014), IAS 7 Statement
of Cash Flows (May 2014), Distinguishing
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asset purchase in the extractives industry
(March 2014), IAS 36 Impairment of Assets
(Dec 2013) and Common Errors in Financial
Statements – Share-based Payment (Dec
2013)
• Comment letters on IFRS standard setting
- includes BDO comments on various
projects of international standard setters,
including Exposure Drafts and other
Discussion Papers, when it is considered
that the issue is significant to the BDO
network and its clients. Latest comment
letters include IASB ED 2015-3 Conceptual
Framework for Financial Reporting, ED
Proposed amendments to IAS 19 and IFRIC
14, IASB 2015-6 Clarifications to IFRS 15,
IASB ED 2015-1 Classification of Liabilities,
Basel Committee on Banking Supervision –
Guidance on accounting for expected credit
losses, and IASB ED 2014-04 Measuring
Quoted Investments in Subsidiaries, Joint
Ventures and Associates at Fair Value.
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• Would benefit economically from substituting the asset.
In practice, suppliers could only have a substantive right to substitute
assets that can be readily substituted such as movable items (e.g.
motor vehicles or photocopiers). However it would still need to be
demonstrated at inception that the supplier would benefit economically
from substituting the asset, and in making this assessment, lessees would
not be able to consider possible future contracts at above market rates,
new technology that is yet to be developed, or the fact that the asset
might be sold in future at a price higher than at inception.
Note that this assessment about substitution rights must be made by
the lessee (not the lessor), who may have limited knowledge of the
supplier’s operations.
We do not expect suppliers to have a substantive substitution right for
specialised equipment installed at a customer’s premises because of the
prohibitive costs of removing and replacing the asset.
Period of time
You can see from the above definition that as lessee, you must also have
the right to use an identified asset for a set period of time. If you only
have the right to use an asset for part of the contract term, the contract
contains a lease only for that part of the lease term.
Lease term
The lease term includes both of the following periods:
• Non-cancellable period of the lease, plus
• Options to extend and cancel the lease if the lessee is reasonably
certain to exercise these options.
When considering whether it is reasonably certain for the lessee to
exercise options, we need to consider all facts and circumstances that
create an economic incentive for them to exercise.
This could have a massive impact for retailers currently expensing
operating lease payments.
Example 1: Lease term
A lessee of premises containing a purpose built factory with an initial
lease term of five years with six additional five year options to extend the
lease could be argued to have an economic incentive to renew the lease
because of the significant leasehold improvements undertaken, and the
prohibitive cost of establishing equivalent premises in another location if
the option to extend the lease is not exercised.
Reassessing lease term
The lease term would change if the non-cancellable period of the lease
changes, for example when an option is exercised to extend the lease
term, and this option was not previously included as part of the lease
term.
The lessee also needs to reassess the lease term if there is a significant
change, within the lessee’s control, that affects whether it is reasonably
certain that the lessee will exercise options not previously included in
the lease term, e.g. significant leasehold improvements made that would
have benefit beyond the initial lease term, or subleases of the underlying
asset beyond the initial lease term.
Initial recognition and measurement
When first entering into a lease (commencement date), as lessee, you
will measure a right-of-use asset and a lease liability.
The right-of-use asset is measured at cost and includes:
• The initial measurement of the lease liability (present value of lease
payments over the lease term, discounted using the interest rate
implicit in the lease if it can be readily determined, otherwise at the
lessee’s incremental borrowing rate)
• Lease payments made at or before commencement date, less any
lease incentives received
• Initial direct costs of the lessee
• An estimate of dismantling /removal/restoration costs (these are
only included in the cost of the right-of-use asset when it incurs an
obligation for those costs).

Lease payments
The lease payments included in the initial measurement of the leased
asset and lease liability include:
• Fixed payments, less any lease incentives receivable
• Variable lease payments that depend on an index or rate, initially
measured using the index or rate at commencement date
• Amounts expected to be paid under residual value guarantees
• Exercise price of purchase options if reasonably certain to exercise
• Penalties for terminating the lease if the lease term reflects the lessee
exercising an option to terminate early.
What about contingent lease payments?
Because of the difficulty modelling projected contingent lease payments,
these are not included as ‘lease payments’ when determining the lease
liability. Instead these payments are recognised in profit or loss in the
period in which the event or condition triggers the payment.
Example 2:
Entity A leases a shop in Northfield shopping mall on 1 July 2015 for
three years. Annual rental is stated at $500 per m2 plus turnover rental
comprising five per cent of all sales revenue.
YEAR ENDED

REVENUE
$

5% TURNOVER
RENTAL
$

30 June 2016

1,000,000

50,000

30 June 2017

1,500,000

75,000

30 June 2018

2,000,000

100,000

Total

4,500,000

225,000

In this example, Entity A does not include the $225,000 estimated
contingent rentals in the initial calculation of the lease liability. Instead,
they are expensed in profit or loss when they are due.
Example 3: Variable payments – rate increase
Entity B leases a shop in Northfield shopping mall on 1 July 2015 for three
years.
Starting annual rental is $100,000 p.a. to increase each year by five
percent.
This means that Entity B will use the following lease payments in its
present value calculation:
YEAR ENDED

LEASE PAYMENTS
$

30 June 2016

100,000

30 June 2017

105,0001

30 June 2018

110,2502

In this case, because the fixed rate increases are known at inception, the
present value calculation of the lease liability (and right-of-use asset) will
not change during the period of the lease.
Subsequent measurement
After initial recognition, the lessee generally measures right-of-use assets
classified as property, plant and equipment (PPE) or investment property
using the depreciated cost model or the revaluation model.
If the right-of-use asset belongs to a class of PPE that is revalued under
IAS 16 Property, Plant and Equipment, then the fair value model must be
applied.
If right-of-use assets meet the definition of ‘investment property’ under
IAS 40 Investment Property, and the lessee applies the fair value model
to other investment property it holds, then the fair value model must be
applied.
Presentation
Balance sheet
Right-of-use assets must be disclosed separately in the balance sheet
or notes from other assets, and lease liabilities must be disclosed
$100,000 x 1.05
$105,000 x 1.05
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separately from other liabilities. However, right-of-use assets that meet
the definition of ‘investment property’ must be disclosed as part of
investment property.
Income statement
The following expenses must be presented separately:
• Interest (component of finance costs)
• Depreciation.
Cash flow statement
Lessees must present lease payments as follows:
• Financing activities – payments of principal
• Operating activities – payment for short term leases and low value
items expensed in profit or loss.
Interest payments should be classified as operating, financing or investing
activities in accordance with IAS 7 Statement of Cash Flows, paragraph 33.
Disclosure
IFRS 16 also includes extensive new disclosure requirements.
What to do now?
We expect that IFRS 16 will result in many entities experiencing:
• Higher EBITDA (earnings before interest, depreciation, amortisation
and tax) due to ‘operating’ lease costs being allocated to depreciation
and interest, rather than to an ‘above the line’ expense
• Lower net profit in the early years of a lease due to front-end loaded
expenses for interest
• Higher debt levels.
This means that triggers for bank covenants and bonus arrangements
will need to be reworked to compensate for these accounting standard
changes.
Extensive system changes will also be needed for assets previously
recorded as operating leases:
• Creating asset registers to record ‘right-of-use’ assets and calculate
amortisation charges
• Determining interest amortisation on lease liabilities.
Effective date
IFRS 16 is operative for annual periods beginning on or after 1 January
2019 and can be adopted early if IFRS 15 Revenue from Contracts with
Customers is adopted for the same accounting period. Note that early
adoption is only permitted in Australia when the equivalent Australian
standard, AASB 16 Leases, is approved by the Australian Accounting
Standards Board.
Given the extent of system changes required, as well as potential impacts
on bank covenants and bonus arrangements described above, we do not
anticipate that there will be significant uptake on early adoption options.
Transition - Lessees
IFRS 16 must be applied from the ‘date of initial application’, which is the
beginning of the annual reporting period in which an entity first applies
this standard. If IFRS 16 is applied for the first time to the year ended 31
December 2019, the ‘date of initial application’ is 1 January 2019.
If you have identified contracts as leases under IAS 17 and IFRIC 4
Determining whether an Arrangement contains a Lease, on transition you
can apply a practical expedient and account for these as leases under
IFRS 16 (i.e. you do not need to reassess whether you have a lease at the
date of initial application).
Also, if you have concluded that you do not have a lease under IAS 17
and IFRIC 4, you can also choose to apply the practical expedient and not
apply IFRS 16 to those contracts.
Generally, the new requirements must be applied retrospectively, by
either:
• Restating comparatives in accordance with IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors (full retrospective method),
or
• Not restating comparatives, but rather showing the cumulative effect
of initially applying the standard at the ‘date of initial application’ as
an adjustment to opening retained earnings (modified retrospective

method). For example, if IFRS 16 is initially applied for the year ended
31 December 2016, an adjustment is made to opening retained
earnings on 1 January 2016 (date of initial application) for the
retrospective effect of applying the new standard.
This election must be applied consistently to all leases.
Where the modified retrospective method is used, there are several
additional practical expedients that can be applied.
Assets or liabilities recognised as part of a business combination for
favourable/unfavourable operating leases must be derecognised and the
carrying amount recognised as a right-of-use asset.
Transition – Lessors
Lessors are not required to make any adjustments on transition unless it
is an intermediate lessor, in which case certain adjustments will need to
be made as outlined in Appendix C, C15.
Superseded
IFRS 16 will supersede the following pronouncements:
• IAS 17 Leases
• IFRIC 4 Determining whether an Arrangement contains a Lease
• SIC 15 Operating Leases – Incentives
• SIC 27 Evaluating the Substance of Transactions Involving the Legal
Form of a Lease.
More information
For more information, refer to IFRS at a Glance on IFRS 16.

5

ACCOUNTING NEWS

MORE CASH FLOW STATEMENT DISCLOSURES –
CHANGES TO IAS 7
On 29 January 2016, the International Accounting Standards Board (IASB) issued amendments to IAS 7 Statement of Cash Flows that require additional
disclosures about changes in an entity’s financing liabilities arising from both cash flow and non-cash flow items.
The changes are a result of investor requests for entities to provide information to improve their understanding of changes in the entity’s net debt, and
management of financing activities. The changes are part of the IASB’s Disclosure Initiative project to improve disclosures in financial statements.
When do the changes apply?
The changes, which can be early adopted once approved by the Australian Accounting Standards Board (AASB), are mandatory for annual periods
beginning on or after 1 January 2017. Comparatives are not required in the first year of adoption.
Which liabilities do the new disclosures apply to?
The new disclosures required by IAS 7, paragraphs 44A to 44E, apply to all liabilities whose cash flow movements are disclosed as part of financing
activities in the cash flow statement.
These disclosures also apply to any changes in financial assets (e.g. those used to hedge liabilities arising from financing activities) if cash flows from
these financial assets will be included in cash flows from financing activities.
Additional disclosures required
To meet the disclosure objective of these changes, entities will need to disclose the following changes in liabilities arising from financing activities:
• Changes from financing cash flows
• Changes from obtaining or losing control of subsidiaries or other businesses
• Effect of changes in foreign exchange rates
• Changes in fair values, etc.
What should disclosures look like?
There is no specific requirement to make these additional disclosures appear in a particular way (e.g. tabular format).
Paragraph 44D notes that one way to show these disclosures might be by including a reconciliation between opening and closing balances in the
statement of financial position for liabilities that result in financing cash flows. Where this format is used, users should be able to tie back items in the
reconciliation to the statements of financial position and cash flows. A good way to do this is by cross-reference.
Example C (reproduced below) has been inserted into IAS 7 to provide an illustrative example of the disclosure. The example does not illustrate the
prior year comparatives, which must be included from the second year of adoption onwards.
1 JANUARY 2017

CASH FLOWS

NON-CASH CHANGES
ACQUISITION

31 DECEMBER 2017

$

$

$

FOREIGN
EXCHANGE
MOVEMENTS
$

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)

(500)

35,325

(2,150)

300

200

(25)

33,650

Total

FAIR VALUE
CHANGES
$

$

Because of the requirement in paragraph 44D for users to be able to link items disclosed in the reconciliation with movements in the cash flow
statement, we note that this example may be too simplistic for some entities, particularly where:
• Each of the above categories contain repayments of borrowings and new borrowings raised (i.e. would be shown as separate categories in financing
activities), and
• Interest payments on borrowings and lease liabilities are classified as operating cash flows, and therefore included as operating activity outflows.
In these cases, the reconciliation may need to be expanded, for example, by including separate columns for:
• Cash inflows and outflows, which reconcile to financing activity cash inflows and outflows in the cash flow statement, and
• Interest payments included as operating cash flows.
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CHANGES TO IAS 12 CLARIFY
RECOGNITION OF DTAS ON
UNREALISED LOSSES
On 19 January 2016, the International Accounting Standards Board (IASB) issued amendments
to IAS 12 Income Taxes to clarify the requirements for recognising deferred tax assets (DTAs) for
unrealised losses, particularly with respect to fixed rate debt instruments.
If all other recognition criteria for deductible temporary differences are met, entities will
be required to recognise DTAs for temporary differences from unrealised losses on debt
instruments measured at fair value
Four changes
The changes clarify four issues as follows:
• If all other recognition criteria are met, DTAs must be recognised for the deductible temporary
difference between the fair value and tax base on fixed rate debt instruments that are not
deemed to be impaired (see example below)
• Deductible temporary differences must be compared to taxable profits of the same type (e.g.
capital or revenue profits) to determine whether there is sufficient taxable profit against which
the deductible temporary differences can be utilised
• To avoid ‘double dipping’, when comparing deductible temporary differences against the amount
of future taxable profits, the calculation of future taxable profits must exclude tax deductions
resulting from the reversal of those deductible temporary differences
• The estimate of future taxable profits can include recovery of certain assets at amounts more
than their carrying amount if there is enough evidence that it is probable that the entity will
recover the asset for more than its carrying amount. Examples would include:
−− Property measured using cost model for which an external valuation has been conducted
−− Fixed rate debt instruments held to maturity.
Example (based on facts included in illustrative example to paragraph 26(d))
Entity A purchases a debt instrument on 1 January 2017 with the following terms:
• Face value $1,000
• Repayable in five years’ time
• Interest rate is two per cent payable annually in arrears
• Effective interest rate is two per cent
• Instrument is measured at fair value in the financial statements
• Tax base = cost = $1,000 because it will result in a tax deduction of $1,000 when determining
taxable profit, irrespective of whether the instrument is sold or used.
On 31 December 2018, the fair value has decreased to $918 because market interest rates have
increased to five per cent.
It is probable that Entity A will collect all cash flows if it holds the instrument to maturity. This
means that there is no impairment loss on the debt instrument, which will be recovered on
maturity for $1,000.
The illustrative example clarifies that on 31 December 2018, when the fair value of the debt
instrument falls below cost, there is a deductible temporary difference of $82, being the difference
between the carrying amount of the instrument ($918) and the tax base ($1,000).
When do the changes apply?
The changes, which can be early adopted once approved by the Australian Accounting Standards
Board (AASB), are mandatory for annual periods beginning on or after 1 January 2017.
The amendments apply retrospectively so generally restatement of prior year comparatives will
be required. However, in the first year of application, adjustments to opening equity (usually at
the opening balance sheet date of 1 January or 1 July 2016, depending on the year-end) can be
recognised in opening retained earnings without allocating the change between retained earnings
and other components of equity. If this relief is applied, the entity must disclose this fact.
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WHY THE USE OF
ASIC TO REMAKE MORE
OPTIONS AS HEDGING FINANCIAL REPORTING
INSTRUMENTS IS
CLASS ORDERS
MORE APPEALING
UNDER AASB 9
The December 2015 Chartered Accountants Australia & New Zealand’s
Acuity magazine featured an article in their Perspective Series by Judith
Leung, CA, senior manager at BDO called ‘Why the use of options as
hedging instruments is more appealing under AASB 9’.
The good news is that the movement in the time value component of the
fair value of an option, previously recognised in profit or loss under AASB
139 Financial Instruments: Recognition and Measurement, is recorded in
other comprehensive income (OCI) under AASB 9 Financial Instruments.

Following on from our article in November Accounting News, the
Australian Securities and Investments Commission (ASIC) continues to
remake class orders because the relief currently available in class orders
would otherwise lapse ten years after the class orders were made. This
ten year ‘sunset clause’ ensures that legislative instruments are kept up to
date and only remain in force while they are fit for purpose, necessary and
relevant.

Consultation Paper, CP 248 Remaking ASIC class orders on reporting by
foreign entities, issued by ASIC in December 2015, proposes combining the
following two class orders into one legislative instrument:
• Class Order 98/98 Small proprietary companies which are controlled by a
foreign company but which are not part of a large group in Australia
• Class Order 02/1432 Registered foreign companies: financial reporting
requirements.
Class Order 98/98 – Relief for small foreign controlled proprietaries
required to lodge financial reports under s292(2)(b)
Small foreign controlled proprietary companies, whose results and financial
position are not included in consolidated financial statements lodged with
ASIC, would otherwise be required to lodge financial reports with ASIC
under s292 of the Corporations Act 2001, putting such companies in a more
onerous financial reporting position than small proprietary companies that
are part of an Australian group. Provided such small proprietary companies
are not part of a ‘large group’, as defined in CO 98/98, they are not required
to lodge financial reports with ASIC (if all conditions of CO 98/98 are met).
Class Order 02/1432 – Relief for registered foreign controlled
proprietaries required to lodge financial reports under s601CK
A registered foreign company must, at least once every calendar year, and
at intervals of not more than 15 months, lodge a copy of its balance sheet,
cash flow statement and profit or loss statement (the financial statements)
with ASIC (which can be required by ASIC to be audited). The financial
statements must comply with the law in the country of origin, and if there
is no such law, ASIC can require financial reports as if the company were a
public company under the Corporations Act 2001.
Again, this puts such companies in a more onerous financial reporting
position than Australian small proprietary companies.
Similar to the relief provided by CO 98/98 for small foreign controlled
proprietary companies, provided such small proprietary companies are not
part of a ‘large group’, they are not required to lodge financial reports with
ASIC (if all conditions of CO 02/1432 are met).
What’s changed?
The relief provided by both CO 98/98 and CO 02/1432 will be retained
in the new combined instrument, except that ASIC will have the ability
to notify an individual entity that it may not rely on the relief. While the
draft new instrument does not specify conditions for ASIC denying relief,
the Consultation Paper notes that ASIC will have regard to information
provided by the Australian Tax Office (ATO) or other regulators, and will
consider whether preparing and lodging financial reports is in the public
interest, and whether benefits will outweigh the costs.
The Consultation Paper provides a non-exhaustive list of examples where
ASIC may notify that relief cannot be used:
“(a) The ATO has or is undertaking a review of a taxpayer and the
lodgement is considered to support transparency leading to
improved compliance (without limiting the circumstances, an
example may be where the ATO is undertaking a profit shifting
inquiry); and
(b) information received suggests that an entity is relying on the
relief when it is not meeting the conditions for relief.”
Comments due
ASIC is seeking comments by 29 February 2016.
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FOR MORE INFORMATION

COMMENTS SOUGHT ON
EXPOSURE DRAFTS

ADELAIDE

At BDO, we provide comments locally to the Australian Accounting Standards Board (AASB) and
internationally to the International Accounting Standards Board (IASB). We welcome any client
comments on exposure drafts that are currently available for comment. If you would like to provide
any comments please contact Wayne Basford at wayne.basford@bdo.com.au.
DOCUMENT
ED 270 Reporting
Service Performance
Information

PROPOSALS

COMMENTS DUE COMMENTS DUE
TO AASB BY
TO IASB BY
29 April 2016
N/A

Proposes to establish principles and
requirements for entities to report service
performance information that is useful for
accountability and decision making.
ED 271 IFRS
Proposes to provide guidance to assist
25 January 2016
Practice Statement:
management when applying the concept
Application of
of materiality to general purpose financial
Materiality to
statements. Guidance is proposed in
Financial Statements following three main areas:
• Characteristics of materiality
• How to apply the concept of
materiality when making decisions
about presenting and disclosing
information in the financial
statements, and
• How to assess whether omissions and
misstatements of information are
material to the financial statements.
As materiality is a matter of judgement
that depends on the facts involved and
the circumstances of a specific entity,
the proposals aim to illustrate the types
of factors that management should
think about when considering whether
information is material. The proposals
do not aim to provide a complete list
of things to consider when making
judgements about materiality when
preparing the financial statements.
ED 272 Transfers of
Proposes to amend AASB 140, paragraph 15 February 2016
Investment Property 57 to clarify that:
• Property can be transferred to and
Proposed
from investment property when, and
amendments to AASB
only when, there is a change in use of
140
the property supported by evidence
that a change has occurred, and
• The examples in paragraph 57(a) to
(d) comprise a list of examples of
evidence that a change in use has
occurred, and not an exhaustive list.
This means that property under
construction classified as inventory could
be transferred to investment property
when there is evidence of change in use.
ED 273 Annual
Proposes the following changes to
22 January 2016
Improvements to
accounting standards:
IFRSs 2014-2016
• AASB 1 First-time Adoption of
Cycle
Australian Accounting Standards –
deletes old short-term exemptions
that are no longer applicable
• AASB 12 Disclosure of Interests in
Other Entities – clarifies that all AASB
12 disclosures (except B10-B16)
apply to investments in subsidiaries,
associates and joint ventures classified
as held for sale, held for distribution
to owners in their capacity as owners,
or discontinued operations, in
accordance with AASB 5 Non-current
Assets held for Sale and Discontinued
Operations
• AASB 128 Investments in Associates
and Joint Ventures – clarifies that
the election by venture capital
organisations to measure investments
in associates and joint ventures at
fair value through profit or loss is
made, on initial recognition, on an
investment-by-investment basis.
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