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Outline

• Financial Reporting 
developments
– New standards
– Update on accounting treatments
– Decluttering of financial statements

• Audit update
– Submission of financial statements
– Enhanced auditor reporting
– Fraud risk
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Changing accounting standards …
Australian Accounting 
Standard

Effective Date –
Year beginning on or 
after

30 June Year-
end

Comparatives
required

AASB 124/2015-6 
Extending Related
Party Disclosures NFP

1 July 2016 30 June 2017 No

AASB 9 Financial 
Instruments

1 January 2018 30 June 2019 Yes

AASB 15 Revenue from
Contracts with 
Customers

1 January 2018 (For-
profit)
1 January 2019 (Not-for-
profit)*

30 June 2019
30 June 2020*

Yes (some 
practical 

expedients)

AASB 1058 Income of 
NFP Entities

1 January 2019 30 June 2020 Yes (some 
practical 

expedients)

AASB 16 Leases 1 January 2019 30 June 2020 Yes



AASB 124 Related 
Party Disclosures
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• To ensure that an entity’s financial 
statements contain the disclosures 
necessary to draw attention to the 
possibility that its financial position and 
financial performance may have been 
affected by related party transactions.

Objective
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AASB 124 Related Party Disclosures

Not about increasing accountability or probity



Defines related 
parties

Defines key management 
personnel (KMP)

Requires disclosure of related 
party transactions and 
relationships

Specific disclosures 
for KMP compensation

AASB 124



State entity

Ministers
Directors

Councillors
CEO/GM

Executive management

Related 
parties



AASB 124 – main steps

Step 1: Identify related parties

Step 2: Identify transactions and 
outstanding balances with related parties

Step 3: Determine materiality

Step 4: Disclose material related party 
transactions, outstanding balances and 
KMP compensation
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AASB 124 – Are you ready?
• Do those charged with governance and senior executives (KMP) 

understand what is required by the related party disclosure 
requirements?

• Have declarations been obtained from all KMP as to related party 
relationships and transactions (excluding ordinary citizen 
transactions)?

• Do those charged with governance review the declarations to 
assess that they are reasonable and complete?

• Has a pro-forma disclosure based on those transactions been 
prepared?

• Have the pro-forma disclosures been reviewed by TAO?
• Have the other disclosures required by the standard been 

considered? 
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AASB 9 - Financial Instruments

http://www.google.com.au/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwicgvaE_tfTAhXKGJQKHZdhAdUQjRwIBw&url=http://www.aiminvest.com/pages/alternative.html&psig=AFQjCNHrVkPmN2I2pQuwbapANQn4e2xa6A&ust=1494047251847641


• Establish principles for the financial 
reporting of financial assets and financial 
liabilities that will present relevant and 
useful information to users of financial 
statements for their assessment of the 
amounts, timing and uncertainty of the 
entity’s future cash flows.

Objective
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AASB 9 - Financial Instruments



Categories of Financial Assets

AASB 139

Fair Value Through 
Profit or Loss (FVTPL)

Loans and 
Receivables

Held to Maturity 
(HTM)

Available-For-Sale 
(AFS) *
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AASB 9

Amortised 
Cost Fair Value

FVTPL * FVOCI
(Equity instruments 

& no recycling)

FVOCI 
(Debt instruments

& recycling)

* Residual category



AASB 9 – Please consider…
• What happens to your existing available for sale 

financial assets?
• Do you have a large investment portfolio?
• Trade and statutory receivables - use of simplified 

approach.
• General provisions for impairment – methodology and 

basis to support.
• Consequences on reported earnings.
• Hedging – effectiveness is simpler to prove; changes to 

reduce volatility; new requirement to discount forecast 
transactions; updated hedge documentation 
requirements; increased disclosures.
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Revenue

• AASB 15 Revenue from 
Contracts with Customers

• AASB 1058 Income of Not-for-
Profit Entities
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Source: PwC IFRS 
Bulletin January 2017



• Report useful information about the 
nature, amount, timing and 
uncertainty of revenue and cash flows 
arising from a contract with a 
customer.

Objective

AASB 15 Revenue from Contracts with 
Customers
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Step 1

Identify the 
contract

Step 2

Identify 
separate 

performance 
obligations

Step 3

Determine 
transaction 

price

Step 4
Allocate 

transaction 
price to 

performance 
obligation

Step 5
Recognise 

revenue when 
each 

performance 
obligation 
satisfied

AASB 15

The 5 Revenue Steps
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• Establishes principles that apply to:
(a)  transactions where the 
consideration to acquire an asset is 
significantly less than fair value 
principally to enable the NFP to 
further its objectives
(b)  the receipt of volunteer services.

Objective

AASB 1058 Income of Not-for-profit 
Entities
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AASB 1058
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AASB 1058 - Volunteer services
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Can the fair value 
of volunteer 
services be 
measured 
reliably? 

Does the entity elect 
to recognise volunteer 

services? 

Volunteer services not 
recognised.

Is the entity a 
local 

government, 
government 

department, GGS 
or whole of 

government? 

Recognise volunteer 
services at fair value. 

Recognise the excess 
of fair value of services 

over the related 
amounts as income. 

Would the 
services have 

been purchased if 
they had not been 

donated? 

Recognise related 
amounts in accordance 
with other Australian 

Accounting Standards. 

No

Yes

Yes

Yes

Yes

No

No

No



AASB 1058 – Key Areas
• Assets received below fair value
• Volunteer services
• Transfers received to acquire or construct

non-financial assets
• Grants
• Non-contractual statutory income
• Peppercorn leases



AASB 15 and 1058 – Are you ready?
• What are your revenue, income and grant sources?
• Which sources involve activities in a different 

financial year to when the money is received?
• How will your accounting change, e.g. from up-front 

to deferral?
• Do you have systems to determine how much to 

recognise and how much to defer?
• Will you be preparing comparatives in the first year 

of application?
• Consider future agreements?
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AASB 16 Leases
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• To ensure that lessees and lessors 
provide relevant information in a 
manner that faithfully represents those 
transactions. This information gives a 
basis for users of financial statements to 
assess the effect that leases have on the 
financial position, financial performance 
and cash flows of an entity.

Objective

AASB 16
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A lease is a  contract or 
part of a contract that 

coveys  the right to 
control the use of an 
identified asset for a 

period of time in 
exchange for 

consideration.

What is a 
lease?
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Is there and 
identified asset?

Does the lessee 
direct the use of 

the asset?

Does the lessee obtain 
all the economic 

benefits from the use of 
the asset?

Contract is or 
contains a lease.

Contract does not 
contain a lease.

Does a 
contract 
contain a 

lease? No

No

No

Yes

Yes

Yes



AASB 16 Leases – what is changing ...

No changes to accounting for lessors

Same accounting treatment as for finance leases
• Determine term
• Determine rental payments (cash flows)
• Determine discount rate

Operating leases – fundamental change
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AASB 16 Operating leases
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Statement of 
Financial 
Position

Income 
Statement

Two exceptions

All leases on 
statement of 

financial position

Lease 
liability

Right to use 
asset 

(tangible)

Interest and 
depreciation 

expense

Impairment of 
right to use 

asset

Variable lease 
payment not 

dependent on 
index



AASB 16 Leases – What’s excluded?

29

Account for leases similar to operating leases – with lease 
payments recognised as an expense on a straight line basis over 

the lease term.

Short-term 
leases

Low value 
assets



Leases – are you ready?
• What operating leases do you have?
• Do any of them get excluded under the less than 12-month and 

low value ($7 500 AUD) exemptions?
• Are you reasonably certain of exercising any options –even if at 

market value?
• How do your lease rentals change (e.g. CPI, fixed, market 

reviews)?
• When do your lease rentals change?
• Do you have an accounting system that can undertake the 

detailed calculations for rental adjustments?
• How will your balance sheet change with the extra 

assets/liabilities?
• How will your net result/profit change? 
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New standards – overall considerations
• Need for comparatives brings forward start date.
• Staff training.
• Briefings by management to Audit Committees and 

TCWG on impact of new standards.
• Project implementation plans for new standards.
• Accounting policy manuals updated?
• Processes established to collect comparative 

information in a timely manner – effectively a year 
before standard is applied.

• Are your systems sufficient to meet the disclosure 
requirements?
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Update on accounting 
treatments

32



Found assets
• Previously treated as revenue
• Now treated as a prior period error, where material:

– include a third balance sheet or appropriate note 
disclosures

– ensure the adjustments are recorded a the 
commencement of the preceding accounting period –
balances should be recorded as if the error had never 
occurred

– adjust comparative information for material prior period 
errors

– disclose information required by AASB 101 and AASB 108
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Underlying result calculation 
in local government

‘Underlying surplus … amount that is 
the recurrent income (not including 
income received specifically for new 

or upgraded assets, physical 
resources received free of charge or 
other income of a capital nature) of 
a council for a financial year less the 
recurrent expenses of the council for 

the financial year.’ 
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Underlying result: revenue exclusions

• Roads to Recovery funding (some exceptions)

• Insurance claims or reimbursements
• Monies received from the sale of land for 

unpaid rates
• Donations or bequests 
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Underlying result: expenses exclusions

• Asset revaluation decrements (or reversal of 
previous decrements)

• Disposal/write-off of assets as a result of 
natural disasters, other unforeseen events or 
for abnormal reasons

• Redundancy program costs
• Major impairment write-downs
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Decluttering of 
financial statements
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Improving presentation 
of financial statements

• Moving accounting policies to the relevant 
notes

• Grouping similar information together
• Changing the order of the notes in level of 

importance to the user
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1: Focus on users

39

A note at the 
beginning of 
the financial 
statements 

explains  
which 

information is 
considered 

material and 
the grouping 

of notes.



2: Group policies and notes
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Financial 
Performance

section is 
introduced

Revenue 
notes are 
grouped 

together into 
‘Revenue and 
other income’ 

category

Accounting 
policies are 

grouped and 
moved to the 
relevant note

Footnotes 
are used to 

explain 
composition 
of line items  

Source: TT-Line Company Pty Ltd Annual Report 2015-16



3: Reduce immaterial disclosures

41

Prior to decluttering, 
the entity used 5 pages 

to reproduce 
information provided by 

the actuary in relation 
to its defined benefits 

superannuation liability. 

This liability 
represented less than 
1% of total liabilities.

Source: Motor Accidents Insurance Board Annual Report 2015-16



4: Remove irrelevant notes

42

Considering that 
the entity had no 

borrowings, 
there was no 

need for the line 
item and 

corresponding 
note to be 

included in the 
financial 

statements  



5: Re-write technical wording

• Use simple, clear language
• Simplify accounting descriptions e.g. “Trade 

and other receivables” can be “Receivables” 
• Remove jargon
• Remove words that add no value

43



Step 6: Use charts, graphs and ratios

• Simplify tables, 
layout and format

• Revisit page 
orientation, use of 
columns, 
highlighting, 
headings, font size 
and colour to 
identify key 
messages
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Source: Australia Post Annual Report 2015-16



Audit update
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Submission of financial statements

46

Within 45 Days from submission

Audit Act 2008, section 19(3):
• The Auditor-General must finalise the 

audit opinion for a State entity within 
45 days of receiving financial 
statements from the accountable 
authority. 

Within 45 Days from year end

Audit Act 2008, section 17(1) : 
• Submit financial statements within 45 

days after the end of each financial 
year

• Financial statements must be 
complete in all material respects.

Financial statements must be certified by 
the Accountable Authority when 
submitted.

Current position



Submission of financial statements
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Within 45 Days from year end

Audit Act 2008, section 17(1) : 
• Submit financial statements within 45 

days after the end of each financial 
year

• Financial statements must be 
complete in all material respects.

Financial statements certified by:
• Accountable Authority; or
• a suitably senior finance officer 
Financial Statements Preparation and 
Submission Checklist to be submitted 
with the financial statements

Within 45 Days from submission

Audit Act 2008, section 19(3):
• The Auditor-General must finalise the 

audit opinion for a State entity within 
45 days of receiving financial 
statements from the accountable 
authority. 

New position

Financial statements must be certified by 
the Accountable Authority prior to the 
issuance of the audit opinion



Enhanced auditor’s reports

Section Key change

Audit opinion • Audit opinion to the front of the report followed by the basis of opinion section

Going concern • Description of the responsibilities of management and the auditor for going concern
• Material Uncertainty Related to Going Concern - new section where a material uncertainty 

exists and is adequately disclosed in the financial statements, instead of emphasis of 
matter paragraph

Key audit 
matters (KAMs)

• Inclusions of Key Audit Matters (KAM) in their auditor’s reports 
• Matters communicated with those charged with governance, those matters that required 

significant auditor attention 
• Areas of higher assessed risk, significant auditor judgements, involving significant 

management judgements and the effects of significant events or transactions 
• Most significant matters for inclusion in the auditor’s report 

Other 
information

• New inclusion in the audit report to cover auditor’s work conducted on other information 
in the financial report/annual report

Auditor 
responsibilities

• Changes to statement on independence
• Enhanced description of responsibilities of the auditor and management.

48

Changes by section of the audit report



Enhanced auditor’s reports

49

Government businesses (including TasWater and University)

Government  departments

Councils and other 
state entities

30 June 2017 30 June 2018 30 June 2019

Inclusion of 
KAMs in 
auditor’s 
reports
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Recent frauds



Change of supplier bank details
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Source: Queensland Audit Office, Report 13: 2016–17
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Questions

Thank you
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