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This presentation is intended for instructional purposes only to be used in conjunction with a spoken
presentation. It is general information only, and is not specific business advice or financial advice and no
person should rely on the contents without first obtaining advice from a qualified professional person
acting in that role or reference to source materials such as accounting standards. Nevertheless, all care
has been taken in preparing this information to the time of its distribution at the training event. GAAP
Consulting, Australian Financial Reporting Solutions Pty Ltd, related entities, officers and employees do
not accept any contractual, tortuous or other form of liability for this content or for any consequence
arising from its use or for omissions or errors, including responsibility to any person by reason of
negligence.
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New standards for 30 June 2021
• AASB 2018-6 Amendments to Australian Accounting Standards – Definition of a business
• AASB 2018-7 Amendments to Australian Accounting Standards – Definition of Material
• AASB 1059 Service Concession Arrangements: Grantors
• AASB 2019 – 7 Amendments to Australian Accounting Standards – Disclosure of GFS Measures of Key
Fiscal Aggregates and GAAP / GFS Reconciliations
• Conceptual Framework for Financial Reporting
• AASB 2019 -3 Amendments to Australian Accounting Standards – Interest Rate Benchmark Reform
• AASB 2019 – 5 Amendments to Australian Accounting Standards – Disclosure of the Effect of New IFRS
Standards Not Yet Issued in Australia
• AASB 2020-4 Amendments to Australian Accounting Standards – COVID-19 Related Rent Concessions

COVID-19 related rent concessions
• Amendment to AASB 16 for COVID-19 related rent concessions
• If use practical expedient, then account for change as if it was not a lease modification –generally
through profit or loss as variable lease payment
• Conditions:
a. Change in lease payments results in a revised consideration for the lease that is substantially the
same as, or less than, the consideration for the lease immediately preceding the change
b. Any reduction in lease payments affects only payments originally due on or before 30 June 2021
(ED proposal to extend to 30 June 2022), and
c. There is no substantive change to other terms and conditions of the lease
• No relief for lessors

AASB Staff FAQ’s
• Events after the reporting period
• Remuneration underpayments
• Impairment of non-financial assets
• Concessionary loans
• Asset arising from grants received in arrears

NB these are not authoritative.

Events after the reporting period - COVID
© AASB

Remuneration underpayments
• How and when should the payments be recorded?
• Prior period errors
• Disclosures

Impairment of non-financial assets
• Key reminders of AASB 136 in the context of COVID
• Includes some useful flowcharts
• Recommend providing to clients if discussing impairment issues with them

NFP Revenue FAQ’s
• Scope and effective dates
• Accounting for research grants
• Identifying and recognising performance obligations in NFP schools
• Concessionary loans*
• Grant received in arrears

Concessionary loans (included in
NFP FAQ)
• Relevant for NFP’s
who receive longterm loans at
below market
• Within the scope of
AASB 9 and AASB
1058

Grant received in arrears
Entity receives funding in relation to community engagement, the agreement is not
considered sufficiently specific, however is enforceable.
Entity receives $100 per community engagement session held up to a maximum of
$100,000.
Claims are submitted on a six monthly basis in July and January.
500 sessions have been held between January and June.
What entries should the entity record (if any) in the period to 30 June?

AASB 15 / 1058 implementation
• Timing of work performed
• Position paper v concept paper
• Milestones v trigger points for revenue recognition
• 2021 hints:
• Start early
• Read agreements and identify performance obligations (if applicable) to work out revenue recognition
• Talk to non-finance staff to try to improve process for revenue recording

Acquisition or construction of an asset
controlled by the entity – Exception within
AASB 1058
Requires the entity to use
the financial asset to acquire
or construct non-financial
asset to identified
specifications

Does not require the entity
to transfer a financial asset,
good or service to the
transferor

Obliges the entity to refund
amounts (or other
enforcement mechanism) if
the financial asset is not
applied in accordance with
the terms of the transfer

• Not a contract with a customer since no transfer of goods / services.
• Liability to be recognised for fair value of asset transferred (cash) less related amounts.
• Need to be an asset that would be recognised on the books.
• Income recognised as asset constructed.

Common questions on this exception
1. To what level of “specificity” does the “identified specifications” need to be, to fall
under the exception?
2. Does it matter who decided on the specified identifications? For example, NFP creates
a masterplan for a project, Government has agreed to fund the project.
3. We have a lot of grants which are paid in milestones, such as at execution, after 50%
completion, and at 100% completion. Can we recognise revenue upon receipt of these
milestone payments, or must we recognise once we have an asset which is ready to be
capitalised in our books? If it is milestone based, what would be the conditions for
recognition?

Lease re-assessment v modification
Re-assessment of terms and conditions in lease
Assessment of the lease.
Assessment of whether a purchase option will be
exercised.
Expected amount payable under a residual value
guarantee.
Future lease payments from change in index or rate.
Lease payments resulting from a change in floating
interest rates.
Variable payments becoming fixed or in-substance
fixed payments.

Modification of a lease
Increasing the scope of the lease by adding the right
to use one or more underlying assets.
Decreasing the scope of the lease by removing the
right to use one or more underlying assets.
Increasing the scope of the lease by extending the
contractual lease term.
Changing the consideration in the lease by
increasing or decreasing the lease payments.

Lessee accounting for CPI
Entity enters 5 year lease of property with annual lease payments of
$75,000 with annual CPI increase. CPI at commencement date is 100,
at end of year 1 is 103, at end of year 2 is 105.
Incremental borrowing rate at commencement of the lease is 5%
How do we account for the CPI?
• At commencement of the lease?
• At the end of year 1?
• At the end of year 2?

Accounting for CPI increase
At commencement date

At end of year 1

At end of year 2

Year 1

$75,000

Already paid

Already paid

Year 2

$75,000

$77,250

Already paid

Year 3

$75,000

$77,250

$78,750

Year 4

$75,000

$77,250

$78,750

Year 5

$75,000

$77,250

$78,750

The assumed remaining payments in the table above are discounted at the incremental borrowing rate of 5%
(rate at commencement date).
We don’t know and can’t guess future CPI so assume that current payments will be the same for the
remaining life of the lease – adjust when the new payments are known.

Lessee – accounting for lease modifications
Changes to the contractual terms and conditions (excluding exercise of an option included in the original lease
contract)

Increase scope of lease by adding the right to
use of more underlying assets?

At stand alone price?

Separate Lease

Not at stand alone
price?

Changes other than
scope

Decrease the
scope

Revise discount rate

Remeasure existing lease liability
and adjust right of use asset

Remeasure lease liability, adjust
ROU asset with gain/loss to
income statement for partial/full
termination

Not a Separate Lease

Example - Decrease in scope and payments
Commencement
10 year lease
10,000m2

storage space

Start of year 7
4 years remaining
Space reduced to

Lease ends
7,500m2

$100,000 p.a. rent

Rent reduced to $75,000 pa

ROU = $702,358

ROU = $280,943

Liability = $702,358

Liability = $338,721

Interest rate = 7%

Interest rate 8%

Terms fixed – no option to vary

End of year 10

Lease liability = $nil
ROU = $nil

Journal entries at beginning of year 7
Step 1: Decrease in scope of lease of 25% - remeasure ROU and lease liability to reflect scope change

•




ROU = 280,943 x 75% = $210,707
Lease liability = $338,721 x 75% = $254,041

Journals:
Dr: Lease Liability ($338,721 - $254,041)

84,680

Cr: Right of use asset ($280,943 - $210,707)

70,236

Cr: Gain on modification

14,444

Step 2: Re-measurement of lease liability (reduction from $100,000 to $75,000) using the revised
discount rate = $248,410
Dr: Lease Liability
Cr: Right of use asset

5,631
5,631

What if I change the terms and conditions…
Commencement

Start of year 7

10 year lease

End of year 10

4 years remaining

Lease ends

Space reduced to 7,500m2

$100,000 pa rent

Lease liability = $nil

Rent reduced to $75,000 pa

ROU = $702,358

ROU = $nil

ROU= $280,943

Liability = $702,358

Liability = $338,721

Interest rate = 7%

Interest rate 8%

10,000m2

storage space

Option to vary space at any time

Option to vary space included in lease and option exercised at the beginning of year 7 ⇒ reassessment not modification
Dr: lease liability

$90,311 (being previous liability, less updated liability)

Cr: right of use asset

$90,311

Revised balances
Pre lease change
$

Modification
$

Re-assessment
$

Right of use asset

280,943

205,076

190,632

Lease liability

338,721

248,410

248,410

Peppercorn / significantly below
market value leases update
• AASB have stated that the ability to use cost will be available until the NFP framework
has been finalised
• Collect fair value information for any new leases

AASB 2019-4 Amendments to Australian Accounting Standards – Disclosure
in Special Purpose Financial Statements of Not-for-Profit Private Sector
Entities on Compliance with Recognition and Measurement Requirements

Recognition and
measurement
• Comply
• Do not comply in
certain areas or
• Have not
assessed
compliance.

Consolidation and
equity accounting

Effective
for years
ending
30 June
2020

If aware of subsidiaries, JVs and
associates
• Full consolidation / equity
accounting
• Not complied, why not
OR
Not determined whether there are
subsidiaries, associates or JV (if
no legislative requirement.)

NFP entities preparing special purpose financials
statements (within the scope of AASB 1054)

Real examples from ACNC website

ACNC financial report disclosures government funds
• Not intended to replace disclosures required under AASB’s – recommended for all charities.
• Improve consistency and comparability of financial information on ACNC Charity Register

Disclose
information
about the
sources of
government
revenue

Disclose
economic
dependency on
government
revenue

Disclose funding
received from
government but
not yet
recognised as
revenue

Disclose
information
about the
sources of
government
revenue

• Where charity received more than 10% of revenue from government sources
(including grants, service and goods contracts, rebates):
• Disclosures recommended:
• disclose separately the revenue from government.
• total amount from each level of government
• Total amount of funding from up to 10 departments / agencies and their
names
• If revenue received from more than 10 government sources – include
details of additional sources in an appendix or link in AIS to website.

Example
note

• If charity is dependent on government for significant revenue / financial support, e.g..
• Programs / services would be significantly reduced without particular source of
government funds
• Significant government contract will expire in next reporting period.
• Recommended disclosure:
• Economic dependency note
• Management assessment of the likelihood that economic support will continue
• Judgements and assumptions made in assessment
• Consider AASB 101 requirements if material uncertainties.

Disclose
economic
dependency
on
government
revenue

Disclose
funding
received from
government
but not yet
recognised as
revenue

• Charities preparing SPFS may not make the required disclosures of AASB 15
/ AASB 1058.
• Disclosure – funding received from government that has been received but
is not yet recognised as revenue.

• Consider separate line in cash flow statement for funding received from
government

Who is affected by changes to the
reporting framework?
For-profit
public sector

Currently preparing …

Not-for-profit
public sector

For-profit
private sector

Not-for-profit
private sector

Special purpose financial statements:
Complying with recognition and
measurement requirements
NOT complying with recognition and
measurement requirements
Reduced disclosure (RDR) financial statements
Full IFRS Tier 1 financial statements

May be affected by the changes – numbers affected
Will be affected by the changes – disclosure impact only
Will not be affected by the changes

New Tier 2 disclosure standard:
AASB 1060
• AASB 1060 General Purpose Financial Statements – Simplified Disclosures for For-Profit
Entities and Not-for-Profit Tier 2 Entities
• Replacement for RDR
• Take up of RDR was low, particularly in the for-profit sector
• AASB 1060 developed using a bottom-up approach from IFRS for SME

Methodology for developing AASB 1060
Recognition and measurement in
IFRS for SME identical to full IFRS
(AASB)

• IFRS for SME disclosures retained

Recognition and measurement in
IFRS for SME different from full IFRS • Disclosures from other AASB standards reviewed and
(AASB) or topic not addressed in IFRS appropriate disclosures added
for SME

Public policy or Australian specific
issue

• Disclosures added where AASB believed this
information was important (e.g. audit fees, imputation
credits)

General purpose – Two Tiers
Tier 1 – “full IFRS”

Tier 2 – “simplified
disclosure requirements”

Recognition and measurement

Recognition and measurement
(from other AASB’s)

Consolidation / equity accounting

Consolidation / equity accounting
(AASB 10 / AASB 128)

Presentation

Most presentation

Disclosure

Disclosures in AASB 1060, based on
IFRS for SME

What if we are currently preparing
RDR financial statements?
• Current Tier 2 is RDR – reduced disclosure requirements
o Shading in the accounting standards
• Will not be maintained for annual reporting periods beginning on or after 1 July 2021.
• Financial statements will need to refer to Australian Accounting Standards or Australian
Accounting Standards – Simplified Disclosures
• Entities can either:
• Move to AASB 1060 – Simplified Disclosures Standard OR
• Continue to include same disclosures with additional SDS disclosures
• Will need to apply SDS for new standards / amendments

Presentation changes in AASB 1060
• Where the only changes to an entity’s equity during the period arise from:

Profit or loss

Payment of
dividends

Corrections of
prior period
errors

Change in
accounting
policies

• Entities can choose to present a Statement of Income and Retained Earnings rather than
Statement of Comprehensive Income and Statement of Changes in Equity.

Statement of Income and Retained
Earnings
Revenue

$xx

Expenses

$xx

Operating result

$xx

Tax

$xx

Operating result after tax

$xx

Retained earnings at the beginning of the reporting
period

$yy

Dividends declared or paid / payable during the period $yy
Restatements of retained earnings for:
Corrections of prior period errors
Changes in accounting policy

$yy
$yy

Retained earnings at the end of the reporting period

$yy

i.e. ‘normal’
income statement

Information presented here
rather than a separate
statement of changes in
equity

Overall comments on AASB 1060
• Generally less disclosures in AASB 1060 compared to RDR
• Level of changes depends on specific balances / transactions of the entity
• Disclosure objectives from principal standards did not necessarily get carried over to AASB
1060, however paragraph 9 states:

Not-for-profit framework
NFP definition update:
• Not-for-profit (NFP) entity is defined in the accounting standards as:
•

‘An entity whose principal objective is not the generation of profit.’

• Project to revise the definition remains on the AASB workplan but priority lowered.
NFP reporting framework:
• A discussion paper is expected in 2021.
• NFP entities preparing RDR Tier 2 financials should consider adopting AASB 1060 given that
RDR standards are not going to be maintained beyond 1 July 2021.
• Reduced level of disclosures to be prepared and audited.

Treasury consultation paper - Increasing
harmonised financial reporting thresholds
for ACNC registered charities
• Comment period has ended but for your information – proposed thresholds

Open forum – can you help me?
• Secondment to the AASB to assist with some projects.
• What do you see as the big ticket issues with the NFP revenue standards AASB 15 and
AASB 1058?
• Potential quick-fixes – FAQ’s, narrow-scope amendment, educational pieces.
• Opportunity to get your thoughts to the AASB in an informal way
• A post-implementation review will be performed in 2022 which will consider all
comments through a detailed process.
Poll: Are you happy for Carmen to contact you?

Open forum

Further information
Carmen Ridley

cridley@afrs.com.au
www.gaap.com.au
0438 029 867

Colin Parker, Stephen LaGreca, Carmen Ridley

• Independent Advice on Accounting, Auditing & Superannuation
• Litigation and Regulatory Support
• Briefing on Contemporary Issues
• Training
• GAAP and GAAS Information Services

Free Newsletter
If you would like to receive GAAP Alert, a free fortnightly email newsletter reporting changes in financial reporting, auditing and
professional standards, you may register at www.gaap.com.au, or email your request to colin@gaap.com.au

CONTACT US
If you would like to discuss any aspect of the
presentation or any issues or challenges your
organisation is currently facing, please contact:

KIM KELLOWAY

Head of Clients & Markets
T: 02 9020 4285
E: kkelloway@hlbnsw.com.au

