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Statement of Cash Flows

i
0Q
& AASB 2016-2
Wis=  Amendment to AASB 107

~“¥Smp=e e Applies on or after
1 January 2017

aSmm=E  _ o 30 June 2018 this year!
= — Prospective

* Requires disclosure of information relating to

financing liabilities and related financial assets
# (if any)
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AASB 2016-2 — Example Reconciliation

Notes to Statement of Cash Flows

Reconciliation of liabilities arising from financing activities

Non-Cash Changes Cash Flows
Transfers

Liabilities Closing | to/(from) other New [Change Closing
Balance Government Leases | in Fair | Other Cash Cash Balance

2017 Entities Acquired | Value |(Specify) Received |Repayments | 2018

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Leases 2,000 - 150 - - - ( 100) 2,050
Borrowings 4,000 - - - - 700 (500) 4,200

Other (specify) - - - - . - - _

Total 6,000 - 150 - - 700 ( 600) 6,250l




AASB 15 Revenue from Contracts with
Customers

1 January 2019 (Not-for-profit) 30 June 2020
/£
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Recognise revenue to depict the
transfer of promised goods or
services to customers in an amount
that reflects the consideration to

which the entity expects to be
entitled in exchange for those
goods or services.

/ ¢
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Step 1
Ildentify the
Contract

/ ¢
)
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The 5

Revenue Steps

Step 2
Identify the
separate

performance
obligations

Step 3
Determine
the
transaction
price

y

Step 4

Allocate
transaction
price to
performance
obligations

Step 5

Recognise
revenue
when each
performance
obligation is
satisfied
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) — The 5
Step 4 Recognise
‘ St 3 Allocate \r/\(lef\:ee:uez\Ch Re Ven ue Ste S
ep X transaction performance p
Step 2 che;efm'“e price to obligation is
Step 1 Identify the

performance satisfied

transaction obligations

separate price
performance
obligations

Identify the
Contract

1. Identify the contract(s) with a customer
= Package with a single commercial objective
" |ncluding contract modifications
" Principal vs. agent

2. ldentify the performance obligations in the contract(s)

= What are you promising to deliver?
— Distinct goods or services, or distinct bundle

= Unit of account determines when revenue is recognised
¢

L/ Tasmanian
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I Step 5 Th e 5
‘ St 4 Recognise
y | Allept revenue R St
ocate
stepd [T, et evenue oteps
Step 2 che(;cermlne price to obligation is
Identify the

performance satisfied

transaction obligations

separate price
performance
obligations

Step 1
Identify the
Contract

3. Determine the transaction price
= Variable consideration—bonuses, penalties, discounts, concessions

= Constraint—highly probable that a significant reversal in the
amount of cumulative revenue recognised will not occur’

4. Allocate the transaction price to the performance obligations
= Dealing with bundles

5. Recognise revenue as each performance obligation the is satisfied

= Qver time (e.g. construction services), or
— Measuring progress

" = At a pointin time (e.g. sale of goods)
Tasmanian
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Revenue and Income Sources

= Appropriations = Royalties
= Grants — Recurrent = Performance management
= Grants — Special purpose fees
= Grants — Capital = Contributed services
= Fees = Capital contributions /
= Levies contributed assets
= User charges " Sponsorship
= Fees for service = Taxes
= Sale of goods " Interest
: = Ivi Step 5
= Licences D|V|dends‘ — Rew;ise
* Right of Use y | AIIoc!)te "\ when
. R|ght of access Step 3 transaction performance
Determine the price to obligation is
' Step 2 transaction performance satisfied
@& Tasmanian Step 1 dentify the price obligations
separate
Audit Office entity the performance

Contract obligations 96
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Allocating performance obligations based
on stand alone selling prices

Allocate based on relative stand-alone selling prices

Performance obligation 1 Performance obligation 2 Performance obligation 3

Determine stand-alone selling prices

Is an observable price available?

Yes l Nol
(Use the observable price) ( Estimate price

Adjusted E Residual
xpected cost
market : approach
plus a margin R
assessment (only in limited
approach .
approach circumstances)
Tasmanian
Audit Office
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Allocation based on a stand-alone selling

price

e An entity has a contract to sell equipment, provide
training and operate a helpdesk.

e Each of these has been assessed to be separate
performance obligations.

e The total transaction price is $1,200,000.

The stand-alone selling price for each distinct good
or service is:

Equipment $750,000 50%
Training $150,000 10%
Helpdesk $600,000 40%

# Total of stand-alone prices $1,500,000

L/ Tasmanian
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Allocation based on a stand-alone selling

price

e The total transaction price is allocated to each
service performance obligation as follows:

Equipment
Training
Helpdesk

Point in time

Total transaction price

/ ¢
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600,000
120,000

480,000
$1,200,000

1,200,000 x 50%
1,200,000 x 10%
1,200,000 x 40%
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Revenue Issues

Performance obligation satisfaction =

" Pointin time
= Qver time

Dealing with bundles

Determining and allocating
stand alone price

Principal versus agent

Contract costs

Options and material rights
Breakage

Significant financing component
Non-cash consideration
I?Iaéyémen,ts to customers

mahnian
Audit Office

Discounts

Variable components

Refund liabilities

Warranties

Repurchase agreements
Bill-and-hold arrangements
Right of return exists

Onerous contracts

Licences of intellectual property

Non-refundable up-front fees
= Joining fees
= Activation fees in utilities
= Set-up/registration fees
100



AASB 15 — Transition is Retrospective

Two approaches allowed:
1. Fully Retrospectively application, with some relief

— Need not restate completed contracts that begin and end within the same
period

— Hindsight allowed for variable consideration of completed contracts

— Prior to application, need not disclose information on remaining performance
obligations in comparatives.

2. Retrospectively with cumulative effect at date of initial m
application:
— Apply the Standard to all existing contracts as of effective date and to Sclos

n"
-

contracts entered into subsequently

— Recognise the cumulative effect as an adjustment to the opening balance of

0 retained earnings
Tasmanlan

Audit Office 101



AASB 15 — Disclosures

e Key qualitative and quantitative disclosures:
— Contract balances
— Disaggregation of revenue
— Costs to obtain or fulfil contracts
— Remaining performance obligations

— Significant judgements and changes in
judgements

/ ¢
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AASB 1058 Income of Not—for-Profitm '
Entities — Objective Wi

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.

Tasmanian
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AASB 1058: Income of Not-for-Profit Entities

1. Assets received below fair value

N

/ ¢
)

. Transfers received to acquire or construct

. Grants

oUW

— Key Areas Sei

non-financial assets

Non-contractual statutory income
Peppercorn leases
Volunteer services

Tasmanian

Audit Office
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AASB 1058 — Grants

Example:

A NFP receives a Gov’t grant of $2.4m on 31 May
20X8, which is refundable if the money is not spent
in the period 1 July 20X8 to 30 June 20X09.

e |t's charter is to provide counselling to victims of
violence and emergency accommodation to the
nomeless; and

e |t has an agreement that specifies the grant must
e spent providing crisis counselling services for a
given number of hours per week for the entire
vear ending 30 June 20X8. The entity expects to

fulfil its promise.
Tasmanian
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AASB 1058 — Grants

Example - journal entries:
Initial recognition -31 May X8 Debit  Credit

Cash 2,400,000
Contract Liability 2,400,000
Year 2 — 20X9
Contract Liability 2,400,000
Expenses 2,400,000
Cash 2,400,000
P Income 2,400,000

L/ Tasmanian
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Revenue Recognition Changes |
Accounting for Grant Income Ve

<>

Grant
funds

\4

N
N\

Benefits

N
N

N
N
N

\A
Grantee / Public /
Recipient Third parties

Tasmanian
Audit Office
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AASB 1058 — Non-contractual Income
arising from Statutory Requirements

e Disclose statutory income (rates, taxes & fines)

e Disaggregated into categories that reflect how
the nature and amount of income are affected by
economic factors

e Statutory receivables initial recognition to be part
of AASB 9 (aasB 2016-8)

e Can be a receivable or a liability

e Example: -
. ] TAXINVOICE  Rates & Valuation Notice
— prepaid taxes or rates for which the @ .. 2
taxable event has yet to occur R
' nnnnnnnnnnnn m’f“-?L':'j.";'-'ffﬂ“ﬁiii':; -
' Tasmanian PB[:T:?B By 31 March 2019

Audit Office T —— Y
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AASB 1058 — Peppercorn Leases

e Where a NFP lessee has a lease that at
inception had significantly below-market
terms and conditions principally to enable the
entity to further its objectives, the NFP entity

shall :
— Measure the right-of-use asset at fair value

— Measure the lease liability at the present value of
lease payments not paid at that date

— Recognise any related items in accordance with
v, AASB 1058 (i.e. the difference)

L/ Tasmanian
Audit Office



2Exepley
AASB 1058 — Peppercorn Leases

Example:

e An entity built on land leased to it for
S10pa for 99 years

e Present value of remaining lease payments
is S100

e Fair value of the right of use land is S2m

e The entity had not previously recognised the

p right-of-use asset for land or a lease liability.

L/ Tasmanian

Audit Office 110



»Ralple,
AASB 1058 — Peppercorn Leases

Example:

e The entity is reporting for the period ending
30 June 2020.

Treatment on transition:

Journal entry 1 July 2019 Debit Credit
Right-of-use asset - land 2,000,000
Lease Liability 100
Opening retained earnings 1,999,900
//

L/ Tasmanian
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AASB 1058 — Volunteer Services

e Local governments, government departments,
general government sectors and whole of
governments must recognise an inflow of
resources where:

— they would have been purchased if they had not been
donated; and

— the fair value of those services can be measured
reliably.

e Any other NFP can elect

e Disclosure of additional qualitative

B information is encouraged

L/ Tasmanian
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Full retrospective vs partial retrospective timeline

Annual report
30 June 2020

Retrospective approach

Equity

adjustment
30 June 2018

! !

2016/17 2017/18 20118/19 2012/20
Equit
Not-for-Profit =AUt Annual report
adjustment 202
AASB 15/1058 30 June 2019 30 June 2020

/ ¢

% T ;
asmanian _ ]
Audit Office Partial retrospective
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Full retrospective vs partial retrospective timeline

Annual report
30 June 2020

Retrospective approach

Equity

adjustment
30 June 2017

! 1

2016/17 20171/18 20118/19 2019/20

Equit
For-Profit qHty

adjustment
AASB 15 UL

/ ¢

Annual report
30 June 2019
L/ Tasmanian

Audit Office Partial retrospective »



Poll

J B

/ ¢
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AASB 9: Financial Instruments
- Categories of Financial Assets

AASB 139 Categories of Financial Assets

Fair Value Through Loans and Held to Maturity Available-For-Sale
Profit or Loss (FVTPL) Receivables (HTM) (AFS)*

AASB 9 Categories of Financial Assets

FVOCI FVOCI
1 *
~OMEriEEe Cest FUUIRL (Debt Instruments  (Equity Instruments
& Recycling) & No Recycling)
/£
L/ Tasmanian
Audit Office
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Types of Asset Business Models

An entity’s business model is determined at a level that
reflects how groups of financial assets are managed
together to achieve a particular business objective.

Held-to-collect e Entity holds assets to collect contractual cash flows Amortised cost

e Sales are incidental to the objective
(e.g. Trade Receivables, loans..)

Held both to collect e Both collecting contractual cash flows and sales are FVOCI
and for sale integral to achieving the objective of the business model
(e.g. Debt instruments)
Others e Assets are neither held-to-collect nor held to collect FVTPL
and for sale N |
(e.g. Shares held for trading)
Reclassify
only if there
[ ¢ / _ is achange
in business

L/ Tasmanian
» Audit Office



AASB 9 - Simplified Impairment /|

|PAS
Example provision matrix: "
Historic default rate 0.2% 1.3% 3.0% 5.7% 9.6%
Forward-looking estimate  0.1% 0.3% 0.6% 0.9% 1.0%
Total default rate 0.3% 1.6% 3.6% 6.6% 10.6%

Historical &
Forward -

Trade receivables Expected creditloss Impairment allowance

looking A B AxB

Current 15,000 0.3% 45
1-30 days past due 7,500 1.6% 120
31-60 days past due 4,000 3.6% 144
61-90 days past due 2,500 6.6% 165
More than 90 days past due 1,000 10.6% 106
30,000 580

W AUdit UITICE 118



AASB 9 — Financial Liabilities

e All financial liabilities to be measured at
amortised cost using the effective interest
method

except for:

* Financial liabilities at fair value through profit of
loss

— Held for trading

P designated

L/ Tasmanian
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AASB 9 — Transition

e Applies on or after 1 January 2018 (i.e. 30 June 2019)

e Full retrospective classification — restatement of
comparative periods

— Not applied to items already de-recognised
at the date of initial application

— Must reclassify all financial instruments (retrospective)

— Must revoke previous designations that don’t meet
designation provisions for AASB 9

— May designate if meet provisions of AASB 9

e Pragmatic - comparatives not required to be restated
# (reconciliation required)

Tasmanian

Audit Office 120



Accounting standards issued
but not yet effective Iy

ane
o ld
wolor
THLALLA
LL

‘ll

Disclose:
e the title, nature of change and application date
e the date the entity plans to apply the Standard
e a discussion of the impact; or

e if impact is not known or reasonably estimable,
a statement to that effect. (AASB 108)

9

“there will be no material impact”

Be wary of disclosures that:

Do you have sufficient appropriate audit

/ / evidence to support such a statement?

L/ Tasmanian

Audit Office
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Revised Conceptual Framework

e March 2018 - IASB issued its Revised
Conceptual Framework —applies reporting
periods on or after 1 January 2020

e Two Problems
— “Reporting Entity” concept clash
— Special Purpose Financial Statement problem

/ ¢

L/ Tasmanian
Audit Office
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Framework

Australia is the only country in
the world to have this problem

VS

RIP
1 Jan 2020 Non-reporting Reporting
entity? entity

- -:_':?-(
fi
' s

Tasmanian
Audit Office
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The AASB’s preferred solution

Two-phased approach

/ N\

Phase 1:Short-term approach Phase 2: Medium-term approach

* Publicly accountable for-profit - All other entities
entities and other entities who
voluntarily comply with IFRS

* Extensive consultation 2018-2020

« RCF / amendments issued 2018
« RCF / amendments issued 2020

- Amendments effective 1 Jan 2020 _
* Amendments effective TBD (For-

profits and Not-for-profits staggered
P implementation?)

L/ Tasmanian
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The AASB’s preferred solution: Phase 2
(Medium-term approach)

Apply RCF to all entities required by v" IFRS compliance
legislation or otherwise to comply with v IFRS as a base

AAS

Remove SAC 1 and amend AAS to v cqu:f?:ilt\i/s: ;Epsc;]rt'ng entity
remove Australian reporting entity ./ Resolves self-assessment
concept issue

Alternative 1: Retain existing Tier 2
GPFS - RDR framework; OR

v~ Resolves SPFS problem
Improves trust and

Alternative 2: Adopt a new Tier 2 transparency
GPFS — SDR framework

ma—

P P\Ilows time for extensive consultation, research and transitional suppo£|

————
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