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Financial reporting update 
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Financial reporting update 
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AASB 16 Leases On or after 
1 January 2019 
(30 June 2020) 

All Option Yes 

AASB 9 Financial 
Instruments 

On or after  
1 January 2018 
(30 June 2019) 

All Yes Yes 

AASB 15 Revenue 
from Contracts 
with Customers 
 

On or after  
1 January 2018 
(30 June 2019) 

All Yes, some relief Yes 

ED 260 Income of 
Not-for-Profit 
Entities 

On or after  
1 January 2017 
(30 June 2018) 

Not-for-profit  Option Yes (must also 
apply AASB 15) 

AASB 124 Related 
Parties 
 

From 1 July 2016 
(30 June 2017) 

Not-for-profit 
public sector 
(could have some 
impact on for-
profit entities) 

No Yes 

Standard Application date Who is impacted Comparatives 
required 

Early adoption 
permitted 



AASB 124 Related Parties 

• Main steps …. 

 

– Identify your related parties 

 

– Determine transactions that have occurred 
with your related parties 

 

– Disclose in financial statements 
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Source: 
Queensland 
Department of 
Infrastructure, 
Local Government 
and Planning 
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AASB 
124 

 

Who are 
Related 
Parties 



AASB 124 - Related party transaction 

 

“a transfer of resources, services or obligations 
between a reporting entity and a related party, 

regardless of whether a price is charged” 

 

• Transactions and outstanding balances, 
including commitments 

• KMP compensation 
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AASB 124 - Disclosure 
• Two main forms of disclosure: 

 

 

• Other transactions disclosure of: 

– Nature of relationships 

– Information about the transactions  

– Outstanding balances, including commitments.  

• Items of a similar nature - disclosed in aggregate except when 
separate disclosure is necessary for an understanding of the 
effects of transactions on the financial statements  

• Government-related entities – limited exemption from 
disclosure requirements 
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AASB 124 - Materiality 

• judgement required 

• qualitative assessments about the nature of 
transactions 

• appropriate criteria to be identified  

• ordinary citizen transactions – generally not 
material 

• transactions that have occurred at a different 
price or volume to that applying to the 
general public – likely material 
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AASB 124 - Consider Points… 
1. Who are the related parties?   

2. Identify close family members of KMP  

3. Educate and inform related parties of need to collect information  

4. Identify transactions that have occurred (incl. outstanding balances)  

5. Develop policy to determine the type of transactions and criteria 
around the disclosures: 
• ‘everyday’ or ‘Citizen’ transactions  

• close members of the family of the KMP  

• other related parties, joint ventures, subsidiaries etc.  

6. Review systems and processes for capability to collect information  

7. Review current disclosures i.e. Pecuniary Interest Registers, Annual 
Reports 
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Common findings from 2015 audits 
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Findings from 2015 Audits 
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>270 matters 

63 entities 

YEAR 

2015 

YEAR 

2014 

>350 matters 

66 entities 



Findings from 2015 Audits (continued) 
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Non-Current Physical Assets

Information Systems

Employee Expenses

Expenditure and Accounts…

Cash and Financing

Revenue and Receivables

2014-15 2013-14



Non-current Physical Assets 

• Majority of findings related to councils: 

– adoption of recommendations from our 
report on Infrastructure Accounting in Local 
Government   

– recognition of land under roads 

– reconciliation of asset registers to general 
ledger 
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Infrastructure Accounting 

23 recommendations: 

 Identification of assets 

 Valuation 

 Useful lives 

 Depreciation 

 Asset management 

 Regulator compliance 
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Impact of the Report 
Recommendations Adopted 
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92% 

8% 

YEAR 

2015 



Follow-up of In-House Valuations 

• Review of Road Valuations Performed by      
In-House Council Engineers 

• Selected councils: 
o adequacy of componentisation 
obasis for values and useful lives 
o condition based valuation 
o residual values 
o earthworks 
o resheeting 
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Condition Assessment 

Condition used to indirectly or directly 
determine the value of assets 

 

Condition is a good measure of physical wear 
and tear but… 

 

… there are issues in using condition to      
measure value … 
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 



Condition Assessment (continued) 

• Issues in using condition to measure value: 
o the coarseness of the condition scores (1-5, 1-6, etc.) 

o repeatability of subjective condition assessments 

o non-consideration of expected usage of the asset 

o non-consideration of technical or commercial 
obsolescence 

o non-consideration of legal or similar limits on use of the 
asset 

o non-consideration of changes in community preferences 
for services 

 
 

 

 

 

 

20 



Infrastructure Report (Dec 2013) 

Recommendation 8 

The condition of assets is only one of several 
factors that should be used to predict the 
remaining useful life of assets used for calculating 
depreciated replacement cost and depreciation.  

Condition should not on its own be used to directly 
determine the value of depreciation or depreciated 
replacement cost. 
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Land Under Roads 

• Different valuation methods 

• Preferred method:  

 V-G’s rates for property class category 
 applied to land under roads, on an 
 individual road basis, with the rate 
 determined by the property class 
 surrounding the road 
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Information Systems 

• System security – password settings 

• User access 

• Business continuity and Disaster recovery 
planning 
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Information Systems (continued) 

Findings from ICT performance 
audit impacting financial 
audits: 

– Physical security 

– Information security 

– Business Continuity/Disaster 
Recovery plans 
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Employee Expenses 

• Control weaknesses 

– inadequate segregation of payroll duties 

– employee terminations 

– timesheets not authorised 

• Excessive leave balances 
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Other areas of interest 
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Valuation of Assets 

• Statutory valuations suitable for financial 
reporting purposes for non-specialised assets, 
but … 

… timing of valuations 

… understanding of inputs and assumptions 

• Valuations of land and buildings be carried 
out, or overseen, by the Valuer-General 
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Remuneration Disclosures 

• Compulsory remuneration disclosures 

– GGS (Model Financial Statements) 

– Government businesses (Director and Executive 
Remuneration Guidelines) 

• Transitional measures no longer applicable 

– termination payments were allowed to be 
disclosed in the aggregate 

– comparative information was not required 
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Council Significant Business Activities (SBA) 

• Business activities that involve production of 
goods and services 

• Significant in terms of market share 

• Inconsistent disclosures 

• Revisit SBA assessments for 2015-16 having 
regard to: 

– Treasury guidelines 

– requirements of the Local Government Act 1993 
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Authorisation of Credit Card Transactions 

• Council General Managers’ cards 

• Often approved by the Mayor 

• LGA only permits employees to authorise 
expenses 

• We suggest GM credit card purchases are: 

– Authorised by a senior member of staff 

– Reviewed by an appropriate committee (eg audit 
panel) on a regular basis  
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Enhanced auditor reporting 
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The new standards 
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ASA 700 (revised) – Overarching Standard for Auditor Reporting 

Key Audit 
Matter section 
ASA 701 (new) 

 

Modifications 
to auditor’s 

opinions 
ASA 705, 706 

(revised) 

Enhanced 
auditor 

reporting 
related to 

Going Concern 
ASA 570 
(revised) 

Other 
information 

section 
ASA 720 
(revised) 

Financial reporting 

periods ending on 

or after  

15 December 2016 



Auditor’s Report Layout 

Opinion 

Basis of Opinion – Incl. Independence Declaration 

Key Audit Matters 

Other Information 

Directors Responsibility for the Financial Statements 

Auditor’s Responsibility for the Audit of the Financial Report 

Sign-off 
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Key Audit Matters (KAM) 

“KAM” are those matters that, in the 
auditor’s professional judgment, were of 

most significance in the audit of the financial 
statements of the current period. Key audit 

matters are selected from matters 
communicated with those charged with 

governance.  

34 



Matters 
communicated 

to those 
charged with 
governance 

Matters that 
require 

significant 
auditor 

attention in 
performing the 

audit 

Key audit 
matters 

(matters of 
most 

significance) 
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Description required to discuss 

Why the 
matter was 

most 
significant 

How the matter 
was addressed 

in the audit 

Reference to relevant financial 
statement disclosures 

Identify Key Audit Matters Describe Key Audit Matters 
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Key Audit Matter 
  

How the audit addressed the matter 
  

Taxation 
  
Refer to note  A3 ‘Taxation’  
  
The Company is subject to the National Tax 
Equivalent Regime and tax calculations are subject 
to complex legislation and rulings.   
  
The Company has recognised a significant net 
deferred tax asset which represents the taxable 
temporary differences between the carrying 
amount of assets and liabilities in the financial 
statements and the corresponding tax bases used 
to calculate taxable profit. 
  
Due to the significance of the net deferred 
tax  asset, in the context of the financial statements 
as a whole and the level of judgement involved in 
the recognition of tax losses, the calculation and 
disclosure of tax related balances warrant 
particular audit attention. 

  
Audit procedures included, amongst others: 
  
 Evaluated  and tested: 
  
 initial tax balances 
 tax effect accounting calculations 
 corresponding disclosure in the financial 

statements. 
  
 Obtained a representation from the Company’s 

tax expert. 
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Defined benefits superannuation 
  
Refer to note ’24 Employee benefits’. 

  

The Company has employees who are 
members of defined benefit superannuation 
schemes. The Company’s obligations under 
these schemes (less fair value of plan assets) 
are recognised in the statement of financial 
position. 
  
The value of the superannuation liability and 
movements recognised in the financial 
statements are based on an annual valuation 
which is based upon a number of actuarial 
assumptions. 
  
This is a key audit matter due to the size of the 
balance and the inherent judgement involved 
in determining the amount of the liability.  
  

Audit procedures performed included: 
  
 assessed the competence of the actuary 

that performed the valuation 
 reviewed information provided to the 

actuary 
 evaluated actuarial reports including the 

reasonableness of the assumptions used 



De-cluttering of financial statements 
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De-cluttering of financial statements 

• Removal of the irrelevant 

• Only material disclosure 

• Plain language 

• Reordering 

• Design features 

• Inform the reader 

 Average reduction in number of pages -> 6 

 Average reduction in number of notes -> 10 

 Average reduction in size of accounting policy note –
> 30% 

40 



41 

Irrelevant 



Grouping 

 

42 Source: Australia Post 

Annual Report 2014-15 



Reorder 
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Source: Australia Post 

Annual Report 2014-15 



Design 
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Source: Australia Post 

Annual Report 2014-15 



What 
we 

covered
… 
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• Financial reporting update 
– Related Parties 

– Leases 

– Financial Instruments 

• Common findings from 2015 audits 
– Assets  

– Information systems 

– Payroll 

• Other matters 
– Valuation of assets 

– Remuneration and related parties disclosures 

– Significant business activities 

– Authorisation of credit card transactions 

– Enhanced auditor reporting 

– De-cluttering of financial statements 



Plan of Work 2016-17 

• Financial, performance 
and employer audits 

• Proposed projects for 
2016-17 and beyond 

• Available on our 
website before 30 June 
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Thank you 
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